
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 3rd 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 
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n the Contract. 

Section 2. 

A. Organization shall provide human or social services to very 

low, low and moderate income residents of the City in accordance with Attachment 

“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C” 

entitled “Office of Management Budget (OMB) Circular A-I I O ” ,  Attachment “D” 

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

Attachment “F” entitled “Health Information in Compliance with the Health 

Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G” 

entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of 

Lobbying”, all of which are attached hereto and incorporated by reference, and the 

City of Long Beach Grants Monitoring Guidelines, which has been separately 

provided to Organization and is incorporated by this reference. 

B. Organization shall adhere to all policies, procedures, rules 

and regulations established by HUD and sources including but not limited to the 

OMB Circulars, Code of Federal Regulations, United States Codes, City of Long 

Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD 

for the funds dispersed under this Contract, the Request for Proposal (“RFP”), 

Organization’s proposal in response to the RFP, and all Information Bulletins 

issued by the City’s Department of Community Development, Neighborhood 

Services Bureau. In addition to and without in any way limiting the foregoing, 

Organization shall comply with all laws and regulations set forth in 24 CFR Part 

570. 

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

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

1159 p.m. August 31, 2009. 

Section 4. 

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

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

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

funding necessary to provide services under this Contract. 

B. Total disbursements made to Organization under this Contract 

by the City shall not exceed Fifteen Thousand Dollars ($15,000.00) over the term 

of this Contract. These funds shall be used to provide services within the City of 

Long Beach. Upon execution of this Contract, the City shall disburse the funds 

payable hereunder in due course of payments following receipt from Organization 

of billing statements in a form approved by the City showing expenditures and 

costs identified in Attachment “B”. 

C. The City shall pay to Organization the amounts specified in 

Attachment “B” for the categories, criteria and rates established in that 

Attachment. Organization may, with the prior written approval of the Director of 

the City’s Department of Community Development, Neighborhood Services 

Bureau, or his designee, make adjustments within and among the categories of 

expenditures in Attachment “B” and modify the performance to be rendered 

hereunder stated in Attachment “A”; provided, however, that such adjustment(s) in 

expenditures shall not cause the amount of the total budget stated in Attachment 

“B” to be exceeded. 

D. Organization shall prepare quarterly invoices and submit them 

to the City within fifteen (15) days after the end of the quarter in which 

Organization provided services. Organization shall attach cancelled checks and 

other documentation supporting the charges and the amount of required matching 

funds to each invoice. Failure to submit an invoice and its accompanying 

documentation within the 15-day period may result in late payment or no payment 

from the City. Submission of incorrect invoices with ineligible/inallocable expenses 

or inadequate documentation shall result in a Disallowed Cost Report. The 
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Disallowed Cost Report is intended to provide detail to Organization for the 

purpose of communicating disallowed costs due to reasons of insufficient source 

documentation, ineligible expenses, exceeded line items, and other similar 

reasons. In the event that an item is disallowed in the invoice, Organization will be 

permitted to resubmit the disallowed costs along with adequate source 

documentation, other eligible expenses, and the like in the next invoice. The City 

reserves the right to refuse payment of an invoice (a) received by it thirty (30) days 

after Organization provided the services relating to that invoice; (b) including 

inallocable or ineligible expenses; or (c) for the unauthorized expense of funds 

requiring written approval for budget changes or modifications. 

E. Within thirty (30) days of the date of this Contract first stated 

herein, Organization shall submit to the City invoices, cancelled checks and other 

documentation supporting the charges incurred and required matching funds for all 

expenses incurred prior to the date of this Contract and related to this grant of 

funds. 

F. No later than fifteen (15) days after the completion of each 

twelve-month period ("Operational Year") during the term of this Contract, 

Organization shall submit to the City a final invoice, scope of work, and Capers 

certified by one of Organization's officers or by its Executive Director. The City 

reserves the right to refuse payment of any outstanding invoice if Organization 

fails to submit a final invoice and reports within fifteen (15) days of the end of the 

Operational Year. 

G. If the City is unable to draw down funds from HUD for 

reimbursement to Organization due to failure of Organization to submit required 

fiscal and programmatic documents within fifteen (15) days after the end of the 

Operational Year, the City cannot guarantee payment to Organization. The City 

will not be obligated to pay Organization for costs incurred unless HUD releases 

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

result in loss of reimbursement of funds. 

H. The City reserves the right to withhold payment of an invoice 

pending satisfactory completion of an audit, as determined by the City in its sole 

discretion, or Organization’s cure of a breach of or noncompliance with this 

Contract, as determined by the City in its sole discretion, after being notified of 

such breach by the City. 

I. All reimbursement by the City is contingent upon the City’s 

receipt of funds from HUD. The City reserves the right to refuse payment of an 

invoice until such time as it receives funds from HUD sufficient to cover the 

expenses in the invoice. 

Section 5. 

A. Organization’s records relating to the performance of this 

Contract shall be kept in accordance with generally accepted accounting principles 

and in the manner prescribed by the City. Organization’s records shall be current 

and complete. The City and HUD, and their respective representatives, shall have 

the right to examine, copy, inspect, extract from, and audit financial and other 

records related, directly or indirectly, to this Contract during Organization’s normal 

business hours to include announced and unannounced site visits during the term 

of the Contract and thereafter. If examination of these financial and other records 

by the City and/or HUD reveals that Organization has not used these grant funds 

for the purposes and on the conditions stated in this Contract, then Organization 

covenants, agrees to and shall immediately repay all or that portion of the grant 

funds which were improperly used. If Organization is unable to repay all or that 

portion of the grant funds, then City will terminate all activities of Organization 

under this Contract and pursue appropriate legal action to collect the funds. 

Alternatively, to the extent the City has been refusing payment of any invoices, the 

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

improperly used. 

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

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

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

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

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

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

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

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

time is otherwise expressly stated by said representative. 

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

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

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

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

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

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

audit report is optional. 

Section 6. 

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

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

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

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

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

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

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

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

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

a p p ren t ices h i p . 

B. Organization shall permit access by the City or any other 
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data and records for the purpose of investigation to ascertain compliance with the 
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Section 7. 

A. In performing services hereunder, Organization is and shall 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Organization of any Claim, shall tender the defense of such Claim to Organization, and 

shall assist Organization, as may be reasonably requested, in such defense. 

Section IO. 

A. Organization shall procure and maintain at Organization’s 

expense (which expense may be submitted to the City for reimbursement from 

grant funds allocated to Organization if itemized on Attachment “B”) for the 

duration of this Contract the following insurance and bond against claims for 

injuries to persons or damage to property that may arise from or in connection with 

the performance of this Contract by Organization, its agents, representatives, 

employees, volunteers or subcontractors. 

(1) Commercial general liability insurance (equivalent in 

scope to IS0 form CG 00 01 11 85 or CG 00 01 11 88) in an amount not 

less than One Million Dollars ($1,000,000) per occurrence and Two Million 

Dollars ($2,000,000) general aggregate. Such coverage shall include but 

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

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

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

endorsement form or on an endorsement equivalent in scope to IS0 form 

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

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

and Commissions and their officials, employees and agents. 

(2) Workers’ Compensation insurance as required by the 

California Labor Code. 

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

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

(4) Professional liability or errors and omissions insurance 

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

(5) Commercial automobile liability insurance (equivalent 

in scope to IS0 form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto) 

in an amount not less than Five Hundred Thousand Dollars ($500,000) 

combined single limit per accident. 

(6) Blanket Honesty Bond in an amount equal to at least 

fifty percent (50%) of the total amount to be disbursed to Organization 

hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to 

safeguard the proper handling of funds by employees, agents or 

representatives of Organization who sign as the maker of checks or drafts 

or in any manner authorize the disbursement or expenditure of said funds. 

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

Organization’s Commercial General Liability insurance shall not exclude coverage for 

abuse and molestation. If Organization is unable to provide abuse and molestation 

coverage, it can request a waiver of this coverage from the City. The City’s Risk 

Manager will consider waiving the requirement if Organization can demonstrate to the 
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;atisfaction of the City’s Risk Manager that Organization has no exposure, that the 

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

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

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

3ureau, who will forward it to the City’s Risk Manager, providing reasons why the 

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

iasis. 

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

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

hidher designee and shall protect the City, its Boards and Commissions, and their 

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

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

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

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

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

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

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

been voided by the insurer or cancelled by the insured. 

C. Organization shall require that all contractors and 

subcontractors that Organization uses in the performance of services hereunder 

maintain insurance in compliance with this Section unless otherwise agreed in 

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

D. Prior to the start of performance or payment of first invoice, 

Organization shall deliver to the City certificates of insurance and required 

endorsements for approval as to sufficiency and form. The certificate and 

endorsements for each insurance policy shall contain the original signature of a 

person authorized by that insurer to bind coverage on its behalf. In addition, 

Organization shall, within thirty (30) days prior to expiration of the insurance 
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required herein, furnish to the City certificates of insurance and endorsements 

evidencing renewal of such insurance. The City reserves the right to require 

complete certified copies of all policies of Organization and Organization’s 

contractors and subcontractors, at any time. Organization shall make available to 

the City’s Risk Manager or hidher designee during normal business hours all 

books, records and other information relating to the insurance coverage required 

herein. 

E. Any modification or waiver of the insurance requirements 

herein shall only be made with the approval of the City’s Risk Manager or hidher 

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

hidher designee may require that Organization, Organization’s contractors and 

subcontractors change the amount, scope or types of coverages required herein if, 

in his or her sole opinion, the amount, scope or types of coverages herein are not 

adequate. 

F. The procuring or existence of insurance shall not be 

construed or deemed as a limitation on liability relating to Organization’s 

performance or as full performance of or compliance with the indemnification 

provisions of this Contract. 

Section 11. 

A. Organization shall comply with all requirements of the City’s 

Municipal Code relating to building code standards in undertaking any activities or 

renovations using grant funds. 

B. Organization shall not commence services until the City’s 

Department of Community Development, Neighborhood Services Bureau has 

completed an environmental review under 24 CFR Part 58.43(a), and Organization 

shall not commence such services until the City informs Organization of the 

completion and conditions of said environmental review. 

C. Organization shall provide reports as required by the City and 
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HUD and as required herein. 

D. In addition to, and not in substitution for, other terms of this 

Contract regarding the provision of services, Organization shall not: 

(1) Represent that it is, or may be deemed to be, a 

religious or denominational institution or organization or an organization 

operated for religious purposes that is supervised or controlled by or in 

connection with a religious or denominational institution or organization. 

(2) In connection with costs of its services hereunder, 

engage in the following conduct: 

(a) discriminate against any employee or applicant 

for employment on the basis of religion; 

(b) discriminate against any person seeking housing 

or related supportive services only on the basis of religion or limit 

such services or give preference to persons on the basis of religion; 

(c) provide religious instruction or counseling, 

conduct religious worship or services, engage in religious 

proselytizing, or exert other religious influence in the provision of 

services or the use of facilities and furnishings; 

(3) The portion of the facility used for housing or 

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

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

contain no sectarian religious symbols or decorations. 

E. Organization shall provide human or social services to very 

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

(1) Appropriate supportive services, including transitional 

housing, permanent housing, physical health treatment, mental health 

treatment, counseling, supervision and other services essential for 

achieving independent living; and 
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(2) Other federal, state and local private assistance 

available for such individuals, including mainstream resources. 

F. Organization certifies that it will comply with all documents, 

policies, procedures, rules, regulations and codes identified in Sections 2 and 11 

of this Contract, and such other requirements as may from time to time be 

promulgated by HUD. 

G. Organization shall execute a Certification Regarding 

Debarment in the form shown on Attachment “G”. 

H. Organization shall execute a Certification Regarding Lobbying 

in the form shown in Attachment “H”. 

Section 12. Organization certifies that it has established a Drug-Free 

Awareness Program in compliance with Government Code Section 8355, that it has 

given a copy of said Program to each employee who performs services hereunder, that 

compliance with the Program is a condition of employment, and that it has published a 

statement notifying employees that unlawful manufacture, distribution, dispensation, 

possession or use of a controlled substance is prohibited and action will be taken for 

violation. 

Section 13. The City shall facilitate the submission of all reports required 

by HUD based on information submitted by Organization to the City. The City shall City 



4ttn: Manager, Department of Community Development, Neighborhood Services Bureau, 

and to Organization at the address first stated herein. Notice shall be deemed given on 

he date personal delivery is made or the date shown on the return receipt, whichever is 

3arlier. Notice of change of address shall be given in the same manner as stated herein 

’or other notices. 

Section 15. The City Manager or hislher designee is authorized to 

administer this Contract and all related matters, and any decision of the City Manager or 

jesignee in connection herewith shall be final. 

Section 16. Organization shall have the right to terminate this Contract at 

any time for any reason by giving thirty (30) days’ prior notice of termination to the City, 

and the City shall have the right to terminate all or any part of this Contract at any time for 

any reason or no reason by giving five (5) days’ prior notice to Organization. If either 

party terminates this Contract, all funds held by Organization under this Contract which 

have not been spent on the date of termination shall be returned to the City. 

Section 17. This Contract, including all exhibits and attachments hereto, 

constitutes the entire understanding of the parties and supersedes all other agreements, 

oral or written, with respect to the subject matter herein. This Contract shall not be 

amended, nor any provision or breach hereof waived, except in writing by the parties that 

expressly refers to this Contract. 

Section 18. The acceptance of any service or payment of any money by 

the City shall not operate as a waiver of any provision of this Contract, or of any right to 

damages or indemnity stated herein. The waiver of any breach of this Contract shall not 

constitute a waiver of any other or subsequent breach of this Contract. 

Section 19. This Contract shall be governed by and construed pursuant to 

the laws of the State of California, without regard to conflicts of law principles. 

Section 20. In the event of any conflict or ambiguity between this Contract 

and one or more attachments, the provisions of this Contract shall govern. 

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

2xecuted 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 
corporgtion 

2- / $  , 2009 BY , b l \  1 

U&S 
Type o f l r in t  Name 

Robrn I-I 
, 2009 BY 

Type or Print Name 

“Organization” 

CITY OF LONG BEACH, a municipal 
corporation 

Assistant City Manager 
, 2009 

This Contract is approved as to form on 
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ATTAC H M E N T "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. 

Goals: 

1. 70 local residents will organize, plan and implement a large 
scale community event thai increases pride of place 

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

3. Provide on site enrichment programs for 30 youth 

Total Unduplicated Clients Served: 

70 

50 

30 

150 

QUARTER 1 QUARTER 2 
Ill-3/31 1011 -1 2/31 

QUARTER 3 
411 -6130 

Actual Cumulative Actual 

Attachment " A  

Page 1 of 1 

08-09 Scope of Work XIS 01/29/09. 936 AM 



ATTAC H M E NT " B" 



CITY OF LONG BEACH 
Social Services Grant Program 2008-3909 

Program Budget for Abode Communities City Contract # 

ITEMlPERSONNEL BUDGET JUSTIFICATION 

Responsible for overseeing case management services to familiewesearching, 
securing and implementing on-site programming for the youth;facilating access to 
resources for residents;to provide avenues ro social services agencies and to outracg 
to residents. 

$159000 1 .Services Coordiantor- 0.5FTE 

TOTAL PERSONNEL 

OP ERATlO NS 

Total Personnel to be Reimbursed 

TOTAL OPERATIONS 1-1 Total Operations to be Reimbursed 

Attachment "B" 
Page 1 of 1 



ATTAC H M E N T “C” 



PARTS 2DO-2 I4 [RESERVED] 

PART 2 1 5-U N 1 FOR ti4 AD la IN I STRA- 
TlVE REQUIREMENTS FOR GRANTS 
AND AGREEMENTS WITH INSTITU- 
TIONS OF HIGHER EDUCATION, 
HOSPITALS, AND OTHER NON- 
PROFIT ORGANIZATIONS (OMB 
CIRCULAR A-1 10) 

Sec 
216.0 Abou: this p a r t  

Subpart A-General 

215.1 Purpose 
215.2 Ijefiniti ons. 
215.3 Efiect  DL otnel' issuances 
215.4 Ijevlatlons 
215.5 Subawards 

Subport B-Pre-Aword Requirements 
215.10 Purpose. 
215.11 Pre-award policies. 
215.12 Form for applying for  Federa: assist- 

215.13 Debarment and suspension. 
216.14 Special award conditions. 
216.15 Metric systeni  of measurement .  
215.16 Resource Conservation and Recovery 

216.17 Certlficationc and representat ions 

ance. 

Act. 

Subpart C-Posi-Aword Requirements 
FINANC3.L ANC PROGRAM MhNhGEMENT 

21t.3!. lntangiul t  p roperw 
215.9; Pr~pei'Lg 'urus: reJat:Onsliii 

F'ROWP.EMEN? C'TANLMLE: 

21[, 41  ?urpost of procuiemen: stanclbrds 
U5.4i Eacipient i esponslbllines 
215 42 Coaes o! COIJRUCL. 
216.49 Conlpetltiori 
216.44 Procuremen: procedures. 
215.45 Cost and price analysis. 
215.46 Procurement records 
215.47 Contract adrmnistrat ion 
215 48 Contract provisions. 

REPORTS AND F,ECORDS 

215.50 Purpose of reports a n a  records. 
215.51 Monitoring and report ing progrem 

215.5% Financla! reporting. 
21E.58 Eetention and access r e q u r e m e a t s  

performance. 

for records. 

T E R h U N A T I O K  ANL ENFORCEMENT 
216.60 Purpose of t e r m n a t i o n  and enforce- 

215.61 Termination. 
215.62 Enforcement. 

Subpart D-After-the-Award Requirements 
215.70 Purpose. 
215.71 Cioseout procedures. 
215.72 Subsequent adjustments  and con- 

tinuing responsibilities. 
215.73 Collection of amounts  due.  

ment. 

J 2 3 3 N D Z  d T O  PART Z?&CONThhCT PROVI- 
S IONS 

AUTHORITY 31 U.S.c 503: 31 U.E.C 1111, 41 

215 2o Purpose 

2:: 21 Standards for flnanclal nianagement  930 

financial and program U S C 405. Reorganization P l a n  No 2 of 1970. 
E 0 11541, 35 FK 10737, 3 CFR. 196k1970 p management 

systems SOURCE 69 FF, 26281. May il, 2004, unless 
216.22 Payment. otherwise nOLed. 
216.23 Cosl sliaring or matching.  
215.24 Program income 6 215.0 About this part. 

(a) Purpose. Tnis part contains 01vIB 2lL.2E Revision of budget and  program 

gui0mr;t Lo Federai agencie: Or: t h e  ad- 21; 26 Norl-Federal  audi t s .  
ministrat.ion oi grants to  and agree- 2ih.Zi Aliowaole costs. 

215.2E Period o l  availabilitj .  of funds merits with institutions oi nigher edfi- 
215.29 Gond~tional exemptions. cation, hospitals. and other non-profit 

organizations Tne guidance sets  Iorth 
standards for obtaining consistency 

215.30 Purpose of propercy s tandards.  a n d  uniformity in the agencies' admin- 
21:.3i Insurance coverage istratim of those grants and agree- 

ments. 215.32 Real property. 

(tr) Xppirccbiiity. (1) Except as pro- ersy.  vifisc herein, the standards set lorth lri 
this part are &pplicabie t o  211 Federai 

e!.w rtgencies. i f  m y  st,aiute specifically 

plans. 

PKOPEP.TY STANDhRDS 

215.33 FEderally-oWned hlld eXeTnpb PlOP- 

2it.3'. Equipnient 
supp]?es end o ~ h e :  ezpendahle prop- 
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piwcrl I u s  )whc)(!:; 01' specific rcfjulre- 
tnc:iiI;s Lhal. differ from t h e  sl;aridarrls 
lt l ' ( lVI( l f !d  In Lhis !Jar!;, t h e  ~rnvislont; 01 
I, It  1 :  f i  I;a. 1,ii tx! s ha1 1 ;:overri . 

(2)  'rhc provisions of suhparts A 

hy  1i'~Icr;~l ay;cncl(:s i;o rociplantc. Re-- 
cl1ik:ni;s ::ha.lt a.pply !;he provinlons of 
I,hoii(: :rulip;zrtr; I;O subrwtplonB Per- 
formln~: :iulx;t;a,n~;l ve work undet' grantrc 
:i.itd apwmenI ; s  I;~;J,c aro passed 
I;hrcruf~h or a .wart led by t h o  prlrriarir rw 
clplonl,, I f  wch s11hr~c1plonL;n arc oraa- 
n ~x;~l;lonfi tl4:N;rIbad I I I  paragraph (a) of 
I; I1 1:; ROCI; I on 

(3) Thls p w l ;  doos.rio1. apply LO grants, 
c:~nt,ra(:t,:;~ or o1;her agreements he- 
i;wHfm t h e  Federal Government and 
u n l t x  of Stat,e or local governments 
covered by OME Circular A-102, 
"Grants and Cooperative Agreements 
w i t h  State and Local ~overnments"1 
:,nd the Federal agencies' grantis man- 
agement common rule (see $215.5) 
w i m h  standardize the administrative 
rt!quireniantc: F 'deral  arenciefi Impose 
nil State and local grantees. In add[- 
t l o n .  sulia.wards and  contrscts t o  State 
o r  local govc:rnnients are not; covered 
h y  t,hk part. Elowever, this part. apuUc!s 
t,o subawards made by State and local 
govcrnmc~nt~ to organizations covered 
by  Lhis part. 

(4)  Pedcral agenci.es may apply the 
proviHlons of subparts A through D Of 
this pari, Lo commercial organizations, 
foreign sovernments, organizations 
under Lho Jurisdiction of foreign gov- 
ernments. arid international organiza- 
tions. 

(c) OMB responstbi2lties. OMB is re- 
sponsible for: 

(1) Issuing and maintaining the guid- 
ance in this par t .  

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

(3) Reviewing Federal agency regula- 
tions implementing the guidance In 
this part, as  required by Executive 
Order 12066. 

(4) Grantlng any deviations to Fed- 
eral agencies from the guidance in this 
part, as provided In 5215.4. Exceptions 
will only be made in particular cases 

~ ~ h r ' O l l f ~ h  I) Ol' 1;hit; LJar1, Sh>l l l  IN! apJJlied 

'See 6 G l i a  1310.9 €or avallabillty of OMB 
circulars. 

2 CFR Ch. It  0-1-06 Edition) 

wn6:r.c: ;j,dr.quat;e jus';Ifi:::~1;toii I:; p1.t;- 

sen t,ed. 
(5) ConducLlng broad ovc?::i!:llln of 

govern men l.-wide cornp!i:inr:t: w 11.11 1,Ii  r! 
Guidan(:(: in thls part. 

(d )  I~i~dcraI a(/cnc?/ rcsponsibl.l~/,rcs 7'lic: 
I.ic:ad of oach  F'etloral agency l ; h ~ . l .  
a.wardr; and admin1sl;are graii I;s arid 
agreomon I;R ~uhjecl; Lo L;he gulda~icc: in 
this par\; IH ronponsihlQ [or: 

(1) lmplonienting the guidanoc i n  
nubparts A l;hroug-h D of thir, DarL by 
adoptlng the lsnjiuu(re In Ghose sub- 
parts unlens tliffetqenl. provlslonr; arc rw 
quirod b y  FwIcr%l ~li;~Llilx! 01' arc ;I,]:I- 
proved b y  OMR.  

(2) Ensuring L;hal, tlic agency':; COTII- 

ponents and subcomponents c:omplg 
wlth the agency's implementation 01 
the guidance in subparts A throurh D 
of this part. 

(3) Reqnesting approval from OMB 
for deviations f rom tine guidance in 
subparts A through D of this part in 
situations where tlis guidance requires 
that, approval. 

(4 j  Performing other functions spasj- 
flod in thi6 part .  

[ e )  Relationship to pr.. ~~~izous  zssuancc 
The guidance in this  part previously 
was issued as OMB Circular A-110. Sub-- 
parts A through D of this park conkain 
the guldance that was in the attdch- 
ment t o  the OMB circular. Appendix A 
to this par t  contains the guidance that 
was in the appendix to the attachment. 

(f) lnfomtatzon, Contact. Purthcr infor- 
mation concerning this Dart, may be ob- 
tained by conts.ctlng Lhe Office of F'ed- 
era1 Financial Management, Office of 
Management and Budget, WashingLon, 
DC 20503, telephone 1202) 3953993. 

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

Subparf A-General 

5 215.1 PurpoRe. 
This p a r t  establishes uniform admin- 

istrative requirements for Federal 
grants and agreements awarded to in- 
st i tutions of higher education, hos- 
pitals, and other non-pro€it organiza- 
tions. Federal awarding agencies shall 
not impose additional or inconsistent 
requirements. except as provided in 
5 215.4, and 8 215.14 or unless specifically 
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reqiii~wl by Pec1er;tI sLatuLe 01’ execu- 
Live order. Irloii-profi t or~anizat ions 
that, ini])lement Federal programs for 
t he  SLates are itlsc subject t o  State  re- 
(1 uire m ell Ls. 

h 215.2 Definitions. 
(a) Accrued ex~~e?idititres means the 

charges incurred by the recipienl dur- 
ing a given period requiring the provi- 
sion or f u ~ ~ d s  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 urograms €or which no current 

money; oLlier. assistance i n  t h e  form of 
lo,zns, loan gnaranI,ees, jnl;ei’est sub- 
sidies, or insurance; direct paynients of 
any lcincl t o  individuals; and, con tracts 
which are recjuired Lo be entered into 
and  administered undei’ procurement 
laws and regulations. 
(f) C‘asli coiitribiLtions means the re- 

cipient’s cash out lay,  including tlie 
outlay of money contributed to  t h e  re- 
cipient by thil’d parties. 

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

services 01-performance is required. 
(b) Accrued income means the sum of: 
(1) Earnings during a given period 

from: 
(i) Services performed by t h e  recipi- 

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

erty delivered to  purchasers, and 
(2) Amounts becoming owed t o  the 

recipient for which no current services 
or performance is  required by the re- 
cipien t. 

(c) Acqvisition cost of equipment meane 
the net  iiivoice price of the equipment, 
including the cost of modifications, at- 
tachments, accessories, or auxiliary 
apparatus necessary t o  make the prop- 
erty usable for the purpose for which i t  
was acquired. Other charges, such as 
t h e  cost of installation, transportation, 
taxes, duty or protective in-transit. in- 
surance, shall be included or excluded 
from the unit acquisition cost in ac- 
cordance wiLh Lhe recipienL’s regular 
accountiiig practices. 

(d) Advr~iice means a paynient made 
by Treasury check or other appropriate 
payment mechanism t o  a recipienL 
upon its request either liefore outlays 
a r e  made by the recipient or  Lhrougb 
tlie use of ~iredelerrnined payment 
schedules. 

(e) Award means financial assistance 
that. jil*ovides support  or stimulation to  
accomplish a ptihlic purpose. Awards 
include grank and other agreements in 
bhe iorm of money or J X - O ] ~ ~ I % J J  i n  lieu 
of money, by the Federal Government 

- - -  .. . tO.-mi- eligible i-ecij~ient. The term does 
not in cla de: -t,echiiical assistance; 
wliich ~ircivicles sei-vjces iristea.cl of 
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(h) Contract means a procurement 
contract  under an award or subaward, 
and a procurement subcontract under a 
recipient’s or subrecipient’s contract .  

(1) Cost sliaring or matching means 
that portion of project or program 
costs n o t  borne by the Federal Govern- 
ment.  

(j) Date o j  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) Disallowed costs means those 
charges to an award t h a t  the Federal 
awarding agency determines to  be un- 
allowable, in accordance with the ap- 
plicable Federal cost principles or 
other terms a n d  conditions contained 
in the award. 

(1) Equipmenl means tangible non- 
expendable personal property including 
exempt projierty charged directly t o  
the s w a r d  having a useful life of more 
Lhan one year and an acquisition cost 
of $5,000 or more per unit. However, 
consistenl with recipient policy, lower 
limits may be established. 

(m) Excess property means property 
under the conti-01 of any Federal 
awarding agency tha t ,  as determined 
I J J ~  t h e  head thereof, is n o  longer re- 
quired €or i ts  needs or the cliscliarge of 
i ts  i*esponsibilities. 
(n) Escmpl propcr1.y means tangible 

personal property acquired in whole 01‘ 
in part. wit11 Federal i u n d s ,  w1iei-e the 

~aLhor i ty  t u  wst, title in t h e  recipient 
Federal awarding agency -has .stat;nfory ~ ~- ~ ~ .. . ~ . . . ~~ -. ... ~ . 
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w l l J i ~ ~ t  1; i u r tho i*  otiIlf::~.tlon Lo Lhf; F’ed- 
(:1’51 Govcrnmcnl;. An r!xarnple or ox- 
crnpl, proixrtg ;~.uI;hori ty  Is con talned 
111 [;he Podcral Grant, and Cooperative 
Ai:i’oc:rncii I; A c t  (31 IJ. S. C.  G306), for 
proyiorty acqulrntl undcr an a.ward to 
c:cindiic:l, I)aNi(: or applled refloarch by a 
noii--profi~, tnstitution of hlgher. odu- 
ca1;lon or nori-profit organization 
W I I O H B  pclncipal purporce Is aonducl;ing 
scI on tl f l c  rosea.rch. 

( 0  ) F‘(:(lerui awarding nqcncl/ moans 
I;iw P’oderal rLgency L;~~LI; provltles ai1 
a.wartl I;o I;hn r‘ectplent. 

(1)) /+xLeral {unds uutlzortzed means the 
I;Ol;ii,l a.mount, of Federal funds obli- 
i:;tted by the Federal Governmenb for 
U!IC by the recipient. Thls amount may 
incl ude any auLhorlzed carryover of un- 
olill~ated funds from prior funding pe- 
rlods when permitted by agency regula- 
1;ions or agency implementing instruc- 
t; i 0 l lS  

( q )  F’ederal sltare of real property, 
cquipment, or supplies means that per- 
: : c n t q c  of the property’s acquisition 
(xist:: and any improvement expendi- 
1;urcs paid with Federal funds. 

(r) Punding period means the period of 
time when Federal funding is available 
f’or obligation by the recipient. 

It!) intangible property and debt instru- 
ments means, but is not limited to, 
trademarks, copyrights, patients and 
patent appIications and such property 
as  loans, notes and other debt instru- 
ments, lease agreements, stock and 
other instruments of property owner- 
ship, whether considered tangible or tn- 
tangible. 

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

(u)  Outlay3 or expenditures means 
charges made to the  project or pro- 
gram. They may be reported on a cash 
or accrual basis. For reports prepared 
on a cash basis, outlays are the  sum of 
cash disbursements for direct charges 
for goods and services, the amount of 
indirect expense charged, the value of 
third party in-kind contributions ap- 
plied and the amount of cash advances 
and payments made to subrecipients. 
For reports prepared on a n  accrual 
basis, outlays are the sum of cash dis- 

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

bursements for dlrect charges lor goods 
and fiervices. the amount of indircict ex- 
pense incurred, the value of in-khid 
contributions applied, and the no t  ln- 
crease (or decroase) in t h o  :~.mounl;s 
owed by the recipient, for ~ o o d s  a n d  
o(;hor propar1;y recdved, for scrvlmi 
performed ti y f! ni p IO~HOS, (:on Wac I;(> rE, 
subreclpionts and othor pag(.io!; and 
other smountr: Iic?coming owed uritior 
programs for whlch no aurrenl; servlcor; 
or pcrformancic: ark required. 

(v )  Personal propert?/ moans proTicrf;y 
of any lcind exc:opt roal propcirty. II. 
may be tanglble, having. phyetcal c::lsL- 
ence, or intanglblc. having no phgslcal 
existence, such as copyrijihts, p:itcnts, 
or securities. 

(w) Prior approvul meane written ap- 
proval by an  authorized official evi- 
dencing prior coneent. 

( x )  Progrum income means gross In- 
come earned by the recipient that, is di- 
rectly generated by a supported actjv- 
ity or earned a6 a result of the award 
(see exclusions in 6215.24(e) arid ih ) l  
Program income includes. but is not, 
limited to, income from fees for serv- 
ices performed. the use or rental of roal 
or personal property acquired under 
federally-funded projects, the sale o f  
commodities or Items fabrlcated nntler 
an award, license fees and royalties on 
patents and copyrights. and interest on 
loans made with award funds. Interest 
earned on advances of Federal funds is 
no t  program income. Except, as other- 
wi8e provided in Federal awarding 
agency roRulations or the terms and 
conditions of the award, program in- 
come does not include the receipt of 
principal on loans, rebates, credits, dis- 
counts, ctc.,  o r  interest earned on any 
of them. 
(y) Project costs means all allowable 

costs, as set forth in the applicable 
Federal cost principles, incurred by a 
recipient and the  value of the contribu- 
tions made by third parties in accom- 
plishing t h e  objectives of the award  
durtng the project period. 

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

(aa) Property means, unless otherwise 
stated, real property, equipment, in- 
tangible property and debt instru- 
ments. 
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ii1.g land ~m~~i’oveii~ciitc, s1;rncI;ures aird 
ap]~ui-Leiinnces Lliereto, l x i t  excludes 
171 oval11 e niacliiii ery an cl ey u ipinen t. 

(cc) Rcczpienl ineaiis an organizz~tio~i 
receiving fiiiancial assistance directlJ~ 
11’0171 Federal awarding agencies t o  

(bb) k r l /  7Jl’07X!?’t?/ 117eZL11S hLlld.  I l l O l U d -  

5215.2 

money, or ]ll.OJJerLJ‘ in lieu of money, 
made  under  a11 awitrtl 113~ it recipient Lo 
ail elip,’iblc sub~~ecipient, 01’ by B Sub- 
recipient to  a lower tier subrecipienL. 
The Lerni includes financial assistance 
when provided by any 1eg:iI agreement, 
even i f  t h e  agreenient is called R con- - -  

carry oul. a project or program. The 
term Incluries 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 ,  cornmunit)’ 
action aEencies, research institutes, 
educatioiial associations, and health 
centers. The term may include com- 
mercial organizations, foreign or in  ter- 
national organizations (such as agen- 
cies of the United Nations) which are 
recipients, subrecipients, or contrac- 
tors or subcontractors of recipients or 
subrecipients a t  the discretion of the 
Federal awarding agency. The term 
does not include government-owned 
contractor-operated facilities or r e -  
search centers providing continued 
support lor mission-oriented, large- 
scale programs that are government- 
owned or controlled, or are designated 
as federally-funded research a n d  devel- 
opment centers. 

(dd) Research mid development means 
all research activities, both basic and 
applied, and all development activities 
that  are sul~ported at universities, col- 
leges, and obher non-profit institu- 
tions. “Researcli” is defined as a sys- 
tematic study directed toward fuller 
scientific Irnowledge or understanding 
of the subject studied. “Development” 
is the sysleniatic use of knowledge and 
underst;tnding gained from research di- 
rected towarcl the production of useful 
~naterinis, devices, systems, or meth- 
ods, including design and deirelopment 
of j~rot~otypes and ~irocesses. The term 
research also includes activities in- 
volving. t h e  training of individnals i n  
reseal,ch techniques where snch activi- 
ties utilize t h e  same facilities as other 
research a n d  d e v e l o ~ ~ m e n t  activities 
and where such acLivities are n o t  in- 
cluded in Lhe instruction funcfion. 

( e e )  SmiU air~urds ineans R grant or 
co 01 wa Li v e arre elm e11 t; not exceeding 
the  small j~tii~cli;tse thresliold fixed st; 

- 
tff) hwclzu[~rd meitiis a11 award of Si- 

n~incjitl :~ss~sLance i 1 J  Lhe €or111 of 

- . - I-I-.ll.-S.C. 1 0 3 ( l l ) _ ( c u n ~ e I i t l ~ ~ ~ $ ” ~ , ~ ~ D J ~ ~  - -  ..~ ~~ 

43 

I 
1 
1 

I 
i 
t 

r 
t 
1: 
t 
e 
i J  
b‘ 

tract ,  but does not include procure- 
ment of goods a n d  services noy does 11, 
iiiclude any form of assistaiice which is 
excluded from the definition of 
“award”  in 4 216.2(e). 

(gg) Subrecipien2 means the legal enti-  
ty to which a subaward is made ar id  
which is accountable to  the recipient 
for the use of the funds prpvided. The  
term may include foreign or inter-  
national organizations (sucli 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 equipment, intangible 
property, and debt instruments as de- 
fined in this section, and inventions of 
a contractor conceived or first actually 
reduced t o  practice in the performance 
of work  under a funding agreement 
(“subject inventions”), as defined in  37 
CFR part  401, “Riglits t o  Inventions 
Made by Nonprofit Organizations and 
Small Business Firms Under Govern- 
ment Grants, Contracts, and Coopera.- 
t h e  Agreements.” 

(ii) Suspension means an action by a 
Federal awarding agency that tempo- 
rarily withdraws Federal sponsorship 
under an award, pending corrective ac- 
tion by the recipient 01‘ pending a deci- 
sion t o  terminate the award by bhe 
Federal awarding agency. Suspension 
of an  award is a separate action from 
suspension under Ferleral agency regu- 
lations implementing E O .  12640 (61 3°K 
5370, 3 CFR, lBOG Comp., p. 189) a n d  E.O. 
12Gfl9 (5’4 PR. 31131, 3 CFR, 19fl9 Comp., p. 
!3G), “Debarmen t and Susl~en,sion.” 

(j j )  Il’er~izi7~riIzo~1 m m n s  I;lie cancella.- 
;ion of Federal s]~onsorship, i i ~  wliole or 
II part, under an agi~eement sL any 
,ime prior Lo the d a t e  of uonipletion. 
(kk) Third purly iwlci~zd contribiilio?is 

neaiis t h e  value of noli-cash contr i l~u-  
ions l~rovided 11y non-Berleral t h i r d  
iar ti es. Third party in -kincl con t;ribu - 
ions m a y  be in t h e  form of real 11rop- 
rty, equipment. sa]~]~lics: and other e::- 

oode ancl services clirmtly benefi t i~ig 
Gjidahle pro~~el’ty,  - a n d  %lie- -value -of - - - - -  ~ - .  -..... , 
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:tiid s~~~xl f lca l ly  identifiable (;o t h e  
I) IYI~(x: ! ,  o r  program. 

( 1  I )  Unliquidated obligatzons, for finan- 
c : r a l  rcports prepared on a cash basis, 
i-ricm:: t he  amount of obligations in- 
(:iirr~iI by  the recipient; that, have not  
1)i:oii rJ;LId F‘or reporb: prepared on an 
;i.~:ci*iiod axpcndlture basis, Lheg rop- 
t w i m i ;  t,Iic amoun(; of ohligatlons In. 
c:uriwl hy  I;he rnclplenl; lor which  an 
ouLlay hat: not been recortled. 

( rnm ) Ih~obliqaled balance moans th a 
I)orl;loi> o l  bhc! l‘unds authorlaed h g  b h ~  
P’odcral awardlnr fLgeiicg t h a t  has nol; 
b ~ o n  obligabod by tho recipient and is 
datarmlnod by deducting the cumu. 
1,zl;lvc obllgt~tlons from the cumulative 
f i i i  ids authorized, 

cnn) r im?coos~ed tndirect cost means 
1,ho dlfference botween the amount 
awarded and the amount which could 
h v o  been awarded under the recipi- 
e11 1;’s approved negotiated indirect cost 
:’xi;e. 

Coo! Working cupital advance means a 
procedure whereby funds are advanced 
LO Lhe recipient to cover i ts  estimated 
dlr;bursement needs for a given fnltial 
period 

$216.3 Effect, on oiher issuances. 
For awards subject to this par t ,  all 

administrative requirements of codi- 
fied program regulations, program 
manuals, handbooks and other non- 
regulatory materials which are incon- 
sistent wlth the requirements of this 
psrt, shall be superseded, except to  the 
extent thcg are required b y  s ta tu te ,  or 
a.uthorised in accordance with the devi- 
ations provision in 8 215.4. 

9 215.4 Deviations. 

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

utory Exceptions on a. r:asf!-lij~-casc: 
basis may also be madr! by l i ’odcral 
awarding agencies. 

6 215.6 Si~tir~wnrcls. 
Unless wctlons of this parL swclfl- 

cal1y ox o 1 ud e su  bred pl on I;s from (:o v- 
crage, t h o  provisiona o r  I;lils part siliall 
be app l l~d  Lo subreclpionLs pcrformlny: 
work under ,zwards If such suhroclpl- 
antg are lnstit,utionfi of higher otlu- 
(:atJon, hospltalfi or other nori-proflt, 01’- 
ganlzatlons. G t a k  and  loccl govern- 
ment, mbrecipierits are subject, 1,o t h c  
provislons of regulatlons 1rnplemcnt;lng 
the grants management, common rule, 
“Uniform Administrative Require- 
ments for Grants and Cooperatlve 
Agreements to State and Local Gov- 
ernments,” published at 7 CPR parts 
3015 and 3016, 10 CPR part 600, 13 CPR. 
part 143, 15 CFR part 24, 20 CFR part 
437, 22 CPR. part, 1.35,24 CFR parts 44 ,  85, 
111, 511, 570, 571, 576, 590, 850, 882, 905. 
941, 968, 970, and 990,28 CPR. part, fi6, 29 
CFR parts 97 and 1470, 32 CFR part 2’78. 
34 CFR. part6 71 and 80, 36 CPR part; 
1207, 38 CPR part 43 ,40  CFR. p a r k  30, :;l, 
and 33, 43 CPR. part 12, 14 CPR. part, 13, 
45 CPR parts 74, 92, 602, 1157. 1171, 11(?3, 
1234, and 2015, and 49CPR. part 18. 

[e9 PR 20201, M s y  11. aOfl4. a.s nmendotl al. 70 
FR 51880, Bug.  31, ZOOKJ 

Subpart B-Pre-Award 
Requirements 

B 215.10 P u r p o m .  
Sections 215.11 through 215.1.7 pre- 

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

5 216.11 P r e - a w a r d  poiioies. 
(a) Use of Grantx and Cooperative 

Agreements, and Contracts. In each in- 
stance, the Federal awarding agency 
shall decide on the appropriate award 
instrument (Le.,  grant, cooperative 
agreement, or contract). The Federal 
Grant and Cooperative Agreement Ac t  
(31 U.S.C. 6301-08) governs the use of 
grants, cooperative agreements and 
contracts. A grant or cooperative 
agreement shall be used only when the 
principal purpose of a transaction is to 
accomplish a public purpose of support 
or stimulation authorized by Federal 

The Office of Management and Budg- 
e t  (OMB) may grant exceptions for 
classes of grants or recipients subject 
to the requirements of this part  when 
exceptions are not prohibited by stat- 
ute Rowever, In the interest of max- 
imum unlformity, exceptions from the 
requirements of this part  shall be per- 
mitted only In unusual circumstances. 
Federal awarding agencies may apply 
more restrictive requirements to  a 
class of recipients when approved by 
OMB. Federal awarding agencies may 
apply less restrictive requirements 
when awarding small 
for those requirements 

awards, except 
which a re  stat- 
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$215.15 

agency I-egulations i~n)~lementir i~:  E.0.s 
12549 a n d  12G[lll, "Debarme~lt m r l  S u s -  
j)ension. " Uiidel' those regulations, cer- 
tain parties who are debarred, sus- 
pended or otherwise excluded may not 
be pai%icipan ts 01' principals in Federal 
assistance awards and subawards, and 
in certain contracts under those 
awards and subawal'ds. 
170 FR frlD79, h u g .  31, 20051 

$215.14 Special award conditions. 
If an applicant o r  recipient: has a his- 

tory of poor perforniance, is not finan- 
cially stable, has a management sys- 
tem that  does not meet the standards 

OME Circulars a n d  Guidance 

sLatuLe:. The slatuLory criLerion for  
cl I o osi n g l i e  t w  e e11 gran 1;. a 1  J rl GO opera - 
t;iw ag~ecnients IS that for the latter,  
"sul)sLanti;tl involvemeiit~ is ex])ected 
het,ween Llie executive agency and the 
StaLe, local goverii~ne~lL, or other re- 
cipient when carrying OLIL the activity 
contem~ilsted in h e  agreement. " Con- 
tracts shall be used when l h e  principal 
purpose IS acquisition of -propert;\' 01' 
services foi. t h e  direct Ixneflt 01' use of 
the Federal Goveriiment. 

(b) Public Notice and Priority Set- 
ting. Federal awarding agencies shall 
notify the public of i ts  intended fund- 
ing priorities for discretionary mant 
progkrns, unless funding priorities arE 
established by Federal s ta tute .  

P215.12 Forms for applying for Fed- 

(a) Federal awzrding agencies shall 
wmply with the applicable report 
clearance requirements of 5 CFR part 

,1520, "Controlling Paperwork Burdens 
on tne Public," with regard t o  all 
forms used by the Federal awarding 
agency in place of or as a supplement 
to the Standard Form 424 (SF-424) se. 
ries. 

(b) Applicants shall use the SF-?% 
series or those forms and instructions 
prescribed by the Federal awarding 
agency. 

(cj For Federal programs covered by 
E.O. 12372, '~Intergovernrne~~tal Review 
of Federal Programs," (47 FR 30959, 3 
CPR, 1902 Comp., p. 197) the applicant 
shall comlilete the appropriate sections 
of the SF-424 (Application for Federal 
Assistance) indicating wheLlier t h e  ap- 
plication was subject t o  review by tlie 
State Single PoinL of Contact (SPOC). 
The name and address of tlie SPOC for 
a. particular State can be obtained ironi 
the li'ecleral awarding agency 01' the 
C'alcilog oJ Fedem1 Doniestic Assistance. 
Tlie SPOC shall advise Llie q?plicanl 
wJieLher Llie program for which applica- 
tion is nx~de  lias )JWll selecLed by  that  
State €01' review. 

( d j  Federal awarding a ~ e n c i e s  that do  
not, use L h e  SF-424 form ~ 1 1 0 ~ l d  indi- 
cate whe~lier Llie npplication is subject 
1.0 Iwiew by the State under EO. 12372. 

eral assistance. 

.. - . ~ . $%1521s Debuynienl. and suspension. 
. .. ~ . 

- ~~ 

Pederal a.warding agencics a n d  re- 
c i ~ ~ i a n t s  sliall 001n1)ly with I"r.cleral 

prescribed in this part, has not  con- 
formed t o  the terms and conditions of 
a previous award, or is no t  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 require- 
ments, the reason why the additional 
requirements are being imposed, t he  
nature of the corrective action needed, 
the time allowed €or completing the 
corrective actions, and the method for 
requesting reconsideration of the addi- 
tional requirements imposed. Any spe- 
cial conditions shall be promptlg re- 
moved once the conditions that 
prompted them have been corrected. 

1216.15 Metric system of measure- 

Tlie Metric Conversion Ac t ,  as  
amended by t h e  Omnibus Trade a n d  
Competitiveness hct (lb U.B.C. 205) de- 
clares tha t  l l i e  metric sysLem is the 
preferred measurement, systeni for U.S. 
trade and commerce. The h c t  requires 
each Federal agency t o  establish il d a l e  
01' datcs in consullation wlth the Sec- 
retary of Commerce, when Lhe melric 
system of measurement will be user1 in 
the z~gencg's procurements, grants, and 
oL11 el, busin ess-r elated ac ti vi ties . 1\11 e 1;- 
ric impleinent;atiol~ mag Lake longer 
where the use of the system is i n i l i d l ~  
impractical or likely Lo cause signifi- 
G R ~  1. inef€iciencies in  the accomplish- 
ment, of federally-funded iicLivj Lies. 
Federal ,zwarcling agencies shall follow 
tlie pi~nris ions of E.O. 12770, '"IeLric 
Usage in  1i'eder;tI Go\~ernmeat Pro- 

ment. 

.. . sriI?lsit  ti^ PR.-35uuiI -3 cm, -mi COIII]);-, ~ ~ -- ... - .. - .  ~ ~ . .  
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5 215.16 

!i 21 6. I (i ILofioui*ce Conmtrvrition mid 

I l i i t l o ? ,  the  A c t .  any S t a k  agency or  
;Lrwii(:y of a political subdivlsion of a 
S I;:i.l,c which 1s using agproprlated Pcd-  
c ? x I  funds must, comply wlth section 
(ill02 SocLlon 6002 requires that; prof- 
i:ri:ric:e br. filven In procurcmenk pro- 
fi‘:’ams LO Lhc: purchase of specific prod- 
ucts c:oiil;alnlng recyclod materials 
IdoiiI.Lf‘Jotl In gultlelliies dovelopod by 
Llic li~nv1roiimont;al Prol;ectlon Agency 

I i i ~ ~ l . v ,  91;al;~ and local Infit;ll;u(;lons of 
h ifihor education, hospitals, and non- 
proCII; organizations that; recoive diroct; 
Federal awards or other Federal funds 
shall give preference in their procure- 
mcni. projirams funded with Federal 
Cunds to the purchase of recycled prod- 
ucts pursuant t o  the  EPA guidelines. 

!i 216.17 Certifications and representa- 

Unless prohibited by s ta tu te  or codi- 
f i ed  regulation. each Federal awarding 
agency is authorized and encouraged to 
allow recipients to submit certlfi- 
mtlons a,nd representations required 
bjv sI;atute, executive order, or regula- 
tion on an annual bask, i f  the recipi- 
cnts have onaoing and continuing rela- 
tionships with the agency. Annual cer- 
tifications and representations shall be 
signed by responsible officials with the 
authority to ensure recipients’ compli- 
ance with the pertinent requirements. 

Ilw:ovory Act. 

(EJ’A) (40 CPR. parts 247-254). Accord- 

tions. 

Subpart C-Past Award 
Requirements 

PINANCIAL AND PROGRAM M A N A G E M E N T  

Purpose of financial and pro- 

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

0215.20 
gram management. 

9: 216.21 Standards for financial man- 
agement systems. 

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

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

data t,o performance d a t s  slid dc!vr:lop 
unit. cost. information whericvcr pra.c:- 
tical. 

(n )  Recipients' financial mariagemeril. 
systems shall provide Tor tho lollowlrig 

( l j  Accurate, ourrent, and complotx! 
cll~clofiiire o f  [;he flnanclal results of  
oa.ch fedcrally-sponHorad projocl; or 
program in accordance wlth the report,- 
ing requlroments ~ e 6  forth In $215.52. If 
a Fetloral awarding sgency requires I’R- 
portliifi on an accruzl basis from a. re.- 
clpient I;hat, mn1nt;alna its rec:ords 011 
other Lhan an sccrurl basis. Lhe rocipl- 
ont shall not, be required I;o oatahlish 
an accrual accountlng system. These 
rocipleii t s  may develop 8ucli accrual 
data  for its reports on the busis of a n  
analysis of the documentation on hand.  

(2) Records t h a t  identify adequately 
the  source and application of funds for 
federally-sponsored activities. These 
records shall contain information per- 
taining to Federal awards, authoriza- 
tions, obliEations, unobligated bal- 
ances, asfiets, outlaycys, income and in- 
terest. 

(3) Effective control over and ac- 
countability for ~ l l  funds. property and 
other awets. Recipients shall ade-  
qual;elp safeguard all such &wets and 
assure they are  used solely for au thor -  
ized purposes. 

(4) Comparison of outlays with budg- 
et amounts for each award. Whenever 
appropriate, financial information 
should be related t o  performance a n d  
unit cost data .  

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

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

- \ 
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Pederal cost. priiici])les a n d  the  Lernis 
:LII~ oondllions o f  Lhe award. 

(7) (iccouiiLing records including cost 
accomnting records Lh;it. are supported 
)>y source documentation 

(c) Where Llie Federal Government. 
guaraii Lees or insures the repayment, 01 
money bori~wed by the  recipient, the 
Federal awarding. agency, aL i t s  discre- 
tiion. may require adequate bonding 
and insurance if the bonding and insur- 
ance requirements of t h e  recipient are 
n o t  deemed adequate t o  protec t  t h e  in- 
terest of the Federal Government. 

(d) The Federal awarding. agency magi 
require adequate fidelity bond coveraKe 
where the  recipient lacks sufficient 
coverage to protect t h e  Federal Gov- 
ernment’s interest. 

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

3: 216.22 Payment. 
(a) Paynienl; methods shall minimize 

the t ime elapsing between the  transfei’ 
of funds from the United S t a t e s  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 consis tent  with 
Treasury-State CMIA agreements or 
default; pyocedures codified at 31 CFR 
part  205. 

(b) Recipients are Lo be paid in  a d -  
vance, provider1 they main ta in  o ~ ’  dem- 
o n s t r a k  the willingness t o  niaintain: 

(1) Written procedures that minimize 
Llie t ime elapsing 11et;ween Lhe Ll’ansrel’ 
of fmids and disbursement b y  Lhe re- 
ciliien t ,  and 

(2) Financial manageinenl systems 
LliaL nieel. t h e  sLaiidards ior f u n d  con- 
trol and accountability as established 
in $215.21. Cash atlvances Lo a recipient 
organization shtill be l imited Lo Lhe 
niinimuni amou~its needed and be 
timed to  be in accordance wit11 Lhe ac- 
tua l ,  ininledisle cash rec~i i i re i~-~ents  of 
Llie recipient organienLion i n  carrying 
out. the  j)urpose of Llie appi~oved pro- 

- --grain -OF project. -The  Aiming.  aiid 
amount  of cnsh 3xlvances shall be as 
close as is ;tclniinist~~~tI;ivcly leasible Lo 

~~~. -~ 
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t h e  R.C~;LILL~ disbursements by the ~ ~ e c i p l -  
e11 I, organizaLjon Jor direct, program or  
~ ~ r o j e c t  cos Ls and 1;li e propor t i  onate 
share of any allowable indirect, (:OSLE. 

(c) Whenever possil>le, advances shall 
be consol ida~ed to cover a~i t ic ipat~ed 
cash needs for all awards made IIY the  
Federal awarding aEencj‘ Lo Llie recipi- 
ent .  

(1) Advance paymenl  mechanisms in-  
clude, but  a re  n o t  limlted to ,  TreasurY 
check and electronic f u n d s  transfer. 

(2) Advance payment mechanisms a r e  
subject t o  31 CFE part 205. 

(3) Recipients shall be authorized t o  
submit  requests for advances and reim- 
bursements at least  nionthly when 
electronic fund transfers are n o t  Used. 

(d) Requests for  Treasurjr check ad-  
vance payment  shall be submitted on 
SF-270, “Request for Advance or Reim- 
bursement,” or o ther  forms as mag be 
authorized by OMB. This form 1s not t o  
be used when Treasurgr check advance 
pegments are made to t h e  recipient 
automatically through the use of a pre- 
3etermined payment  schedule or if pre- 
:luded by special Federal awarding 
y e n c g  instruct ions for electronic 
:unds transfer. 

(e) Reimbursemeiit is t h e  preferred 
nethod when the requiremenbs i n  
215.12(b) cannot  he met. Federal 
twarding agencies may also use this 
iietlnod on any construction amee- 
nent, or if  t h e  major  portion of t h e  
,onstruction project  is accomplished 
hrough pr ivate  market financing or 
’ederal loans, and the  Federal assist- 
,iice const i tutes  a minor portion of Lhe 
roject. 
( l j  When Lhe reimbursement rnet;liod 

i used, the  Federal awarding agency 
is11 make p a ~ ~ n e n t ,  within 30 days 
r i m  receipt  of t h e  billing, unless t h e  
illiin~ is improper, 
(2) Xdecipients sliall be aatliorieed t o  
tbniit i~:cjuest for   reimbursement^ at 
ast monLlilg when electronjc fnnds 
ansiers are not. used. 
(i) If i: i~ecijiient. cannot  meet. the crl- 
ria for  advance payments and the 
:deral ~ iwarding  agency has (leter- 
ined that ~~eimburse i r ien l~  is  not fea- 
,I[: liecause the ~ e c i p i e n l  lacks suffj- 
snL wo~-l.ing capi ta l ,  the  Federal 
!zircling agency may j)rovide cash on a 

is ] ~ J W : ~ ~ L I N ,  t1w Federal av;iti~liiig 
.... ~ 

~~. - . ~ .  )I.~.ing kij i i ta~. i d v a n c e  - h ~ s i - , : ~ ~ ~ n d e r  - -- -- ~~ . .  -~ 



5215.22 

C I I C J J  shall advance casii bo the re- 
)Iei i l .  loo cover Its estimated disburse- 

i'tioii1. i l c w k  for an initial period gen- 
o:iiJIy roared to the awardee's dis- 
I HI  r::lnK cycle. Thereafber, the Federal 
;i.w:Ll'dliig agency shall reimburse the 

!iilcnl, for Its actual  cash disburse- 
i - r i ~ ! n k  The working capital advance 
iii(:l,hod of payment, shall not he uxod 
I'or racipkm~s uiiwlllinfi' or unable In 
provide I;Imoly advancer: t80 tlicir H I I ~ I -  
i ~ a c l ~ t l o n l ,  IXJ meot the  mhreclplenl;'s :I.(:-. 
I;iii~I c a ~ h  (llsbursoments. 

( 6 )  'Po the axbent avallnhla. reclpl- 
o i i t ; ~  rihall diuburAe funds available from 
rer)aynionl;s to and lnl;erost, earned on a 
ravolvlng fund, program income, re- 
bxl;es, refunds, contract  settlements, 
w ~ d l t  rec:overies and interest earned on 
::uch funds before requesting additional 
(:ash payments. 

lh) Unless otherwise required by stat- 
u i;c, Federal awarding agencies shaIl 
not withhold payments for proper 
charges made by recipients at any time 
tl  iring &he project period unless para- 
fii'aphs (h)(l) or (2) of this section 
a.pply. 
(1) A recipient; has failed to comply 

with the projoct objectives, the terms 
a n d  conditions of the  award, or Federal 
reporting rc+quirernents. 

(2) The recipient or subrecipient is 
delinquent in a debt  t o  the United 
SI;al;es a ~ ;  defined in OMB Circular A- 
129, "Managing Federal Credit Pro- 
jirams." Under such conditions, Lhe 
Fedora1 awarding agency may, upon 
reasonable notice, inform the recipient 
t;hatr payments shall n o t  be made for 
obligations incurred after a specified 
date until the  conditions are  corrected 
or the indebtedness t o  the  Federal Gov- 
ernment is liquidated. 

(1) Standards governing t h e  use of 
banks and other inst i tut ions as deposi- 
tories of funds advanced under awards 
are as follows. 

(1) Except for s i tuat ions described in 
paragraph (i)(Z)  of this section, Federal 
awardiiig agencies shall no t  require 
separate depository accounts for funds 
provided to a recipient or establish any 
eligibility requirements  for deposi- 
tories for funds provided to a recipient. 
However, recipients must be able to  ac- 
count for the receipt ,  obligation and 
expenditure of funds. 

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

(2 j  i\dvances 01 Federal fund:; sl-iall be 
deposited and maintained i n  insurctl 
accounts whenever possible. 

( j )  Consistent with the natlonal goal 
of expanding the opportunlI;i(!!; for 
women -0 wned and minor1 t y  -0 wnotl 
business enterprlses, reciplenLs sha l l  11c: 

cncouragnd tto UYC women-owned a.nd 
minoril;g-owrieci banks (a hank whiah l f i  
clwn~d at loas(; 50 perceiit by worn(:n 01' 

mliiorl!;y group monihers). 
(IC) R,eclplont;fi sliall ma1nt;aln ad- 

van(:os o f  fi'oderal funds In int,ewsL 
boaring &(!counts, unlesH pnrajiraphs 
(lc)(l) ,  (2) or (3j of thls Hectioll apply. 

(1) T h e  rocipiont receives lhss than 
5120,000 in Federal avrards por year. 

(2) The best roasonably available in- 
terest bearing account would not  be cx- 
pected to earn interest in  excess of $260 
per year on Federal cash balances. 

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

(1) For thoxe entlties where CMIA 
and its implementing regulations a t  31 
CPR. part 205 do uot apply. 1nl;eresL 
earned on Ii'ederal ndvancos deposi tod 
in interefil; hearing accounts shall be 
remitted annually GO Department of 
Health arid Human Services, Payment  
Management System, Rockville, MD 
20862. Interest; amounts up to $250 por 
year may  he retained by the recipient 
for administrative expense. S ta te  uni- 
versities and hospitals shall comply 
w i t h  CMIA, as it; pertains to interest. If 
an ent i ty  subject toCMIA uses i t s  own 
funds to pay pre-award costs for discre- 
tionary awards without prior written 
approval from the Federal awarding 
agency, it waives its right to recover 
the interest  under CMIA. 

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

(1) SP-270, Request for Advance or 
Reimbursement. Each Federal award- 
ing agency shall adopt the SF-270 as a 
standard form for all nonconstruction 
programs when electronic funds trans- 
fer or predeterminerl advance methods 
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are I I O L  used. Federal awai~liiig agen- 
cies, IIOWL‘\~L‘I~, h ~ w e  Lhe 011LIoii of using 
this iorix io,, co~istructioii pi‘ogranis in  
lieu ol Llie SF--271, “Oi i t lag  Report and 
Iterluest €01’ Ileiml~ursenienl~ €or Con- 
s truction Programs. “ 

(2) SF-271, OuLlay Report  and Re- 
quest for Reimbursement €or Construc- 
tion Programs. Each Federal awarding 
agency sliall adopt the SF-271 as the 
st&ndarrl form to be used foi, requesting 
reimbursement €or construction pro- 
grams. However, a Federal awarding 
agency niay substitute t h e  SF-270 
wheii the Federal awarding. agency de- 
termines that I t  provides adequate in- 
formatioii t o  meet Federal needs. 

5 215.23 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 niatching when such con- 
tributions meet all of the €allowing cri- 
teria. 

(1) Are verifiable from t h e  recipient’s 
records. 

(2) Are nol; included as contributions 
€or any other federally-assisted project 
or program. 

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

(4 )  Are allowable under t h e  applica- 
ble cost principles. 

(5) Are not paid 1137 t h e  Federal Gov- 
ernment under another award,  except 
where %utliorized by Federal s t a t u t e  to  
be used for cost sharing or matching. 

(G) Are provided for in  the  approved 
budget wlien required t h e  li’ederal 
awurding agency. 

(7) Conform Lo otlier provisions of 
Lliis par t ,  as applicable. 
(b) Unrecovered indirect costs mag be 

included as liart of cost  sharing or 
~iiatcliing only wiL1i the prior z~plx,oval 
of the Federal a w a ~ l i n g  agency. 

(c j 17 a1 lies for  recipi en L con tribn tions 
of services and property shall be estali- 
lisliecl in accordance with t h e  app1ica.- 
Iile cost l~rinciples. I€ a Federal a w a r d -  
ing acency ~tnthorizes rec i~ i ien ts  too do- 
i ia te  l i u i ld in~s  DJ’ land for  coi~st;rucLioii/ 
laciiities a~cji~i~it;ioii projeck 01‘ long- 
Lerni use, the valoe of the  doiiitti:d 

.~ - - .. ~ )ll:o]lerty~ I_o_r.-co$, Sl~arl~ig or matching 
shall be the lessei’ oj p i ~ : i f i ~ ~ j ~ ~ i s ~  (c)(l) 
01’ ( Z j  of this secLio1l. 
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(1) Thc oertifled value of (;he rem:tiii- 
i i i ~  ljlt: of 1;he pi~ope~’l;y ~ ~ : o ~ . d e d  117 Llie 
recipient’s accounting records a t  t‘l~e 
time of donation. 

(2) The current f&ir inarlret value. 
However, when there is sufficient jus- 
tification, the Federal awarding agen- 
cy may approve the use of Lhe cur ren t  
fair niarket value 01 the cloiiaLed proy- 
er ty ,  eve11 i f  j t  exceeds the  certified 
value at, tlie time of donation t o  the 
project. 

(d) Volunteer services furnished by 
professional and technical personnel, 
consultants, a n d  other  skilled and un- 
skilled labor mag be counted as cost  
sharing or matching i f  the  service is a11 
integral a n d  necessary parL of an ap- 
proved project or program. R a t e s  for 
volunteer services shall be consis tent  
with those paid for similar work i n  t h e  
recipient’s organization. In  those in- - 
stances i n  whicli the required skills a r e  
not found i n  t h e  recipient organization, 
rates shall be consistent with those 
paid for s imilar  work in the labor mar-  
ket  in which the recipient competes for  
;he kind of services involved. I n  e i ther  
:me, paid fringe benefits t h a t  a r e  rea- 
;onable, a l lowal~le ,  a n d  allocable m a y  
)e included in t h e  valuation. 

(e) When a n  employer other  than  the  
neciplent furnishes t h e  services of a n  
:mployee, these services shall be  val- 
led at the employee’s regular r a t e  of 
iay (plus an amount  of fringe benefits 
h a t  are  reasonable, allowable, a n d  al- 
wable, b u t  exclusive of overhead 
osts), provided these services are i n  
tie same ski l l  for whicli the employee 
i normally paid. 
(E) Donated supplies may include 

ich i tems  as expendable equipment ,  
Mce supplies, laboratory supplies or 
orkshop a n d  classroom sul~pl ies .  
alue assessed to  donaled supplies in- 
udecl in t h e  cost, sharing 01’ inaLc1iiiig- 
iare shiill be reasonable i ~ i i c l  shall not 
.wed Lhe fair  msi*kel, w l u e  of t he  
operty at t h e  Lime of Llie donaLion. 
(g) The method nsed ior deterniining 
st s l ~ a r i n g  or matching ~ O J ’  d o I ~ ~ L e t l  
uipmcnt, buildings and l a n d  for 
iicli t i t l e  passes t,o t h e  recipient, may 
Me]. according too the  ~ ~ u r p o s e  of t h e  
v~ i ’d ,  if paragraphs (g)(l) 01’ (2) of h i s  
ztion 2L]Ll,JJlJ’. 
1) If t h e  purpose 
sist tlie recipicnl, 

I 
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o f  c:rliilpnient, huildtngs or land. the 
i . ( i l r i~ l  va.lue or the dormlxd property 
m:~g  lx! claimed as wst sharlng or 
n I ii. I d  : 11 i ng 

(2) I T  thc pUr]JOSe o f  the award is t o  
siip1iorI8 actlvit,ief: I;hat require the use 
of oqutpnient, buildings or land ,  nor- 
mii.lljr only tlepreciatlon or use charges 
lor equlpmenL and huildlnr8 may be 
madc. Howover. bhe Cull value of equip- 
nionl; 01' other capital assots and fair 
r m h l  chuges Cor land may be a l low~d,  
prnvltled bhal; the Federal swardtnff 
iq(!n(:g han approverl the charges. 

(11) T h o  value of donalied properby 
:;hall bc determined In accordance wll;h 
!;Iw usual  acoountlng policies of the re- 
clpient, wlth (;he following quallf1ca.- 
I; 1 0  116, 

(1) The value of donated land and 
buildings shall not exceed its fair mar- 
I i o L  value a t  the t ime of donation t o  
L t i e  recipient as established by an inde- 
pendent appraiser (e.g., certified real 
property appraiser or General Services 
Administration representative) and 
certified b y  a responsible official of the 
r eci.pien t. 

12)  The value of donal;ed equipment, 
shall not, exceed the fair market  value 
of oquipmont of the same age aiid con- 
tlition at  the time of dona.tion. 

(3) The value of donated space shall 
not  exceed the fair rental  value of com- 
parable space as  established by an inde- 
pcndcnt appraisal of comparable space 
and facilities in a privately-owned 
huildlng 111 the same locality. 

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

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

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

[li) The basis for determining the 
valuation for personal service, mate- 
rial, equlpment, buildings and land 
shall be documented. 

Q 216.24 Program income. 

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

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

rcla,t,ed to  projects financed i n  wliolc: o r  
111 part with Federal lunds. 

(b )  Except, as provided in  p a r a ~ r a ~ i h  
(h) of this section, program lncomc! 
earned during the project pcrlod sh:~Il 
be retalnod hy the rsciplonl and. hi a(:.- 
cordanc:c-r wlLh Petlalsl awarding agcnc~r 
rcgula1;lonfi or tho I;erms and condi- 
tlonfi or !;he award. shall LJC: used In onc 
or more or tha wsys lislied 111 the f o l -  
lowing. 

( I )  Added I,o fund!i commltted Go Lhc 
project. by tho Poderal a.w;mllng axr:ric:y 
and recipionb and asod I;o CurCher cllgj- 
ble prcJ,jecls or program objectives. 

(2) UHed I;o Cinance the non-Federal 
share of the: projecl; or program. 

(3) Deducted from Lhe t o t ~ l  project. or  
program allowable cost  i n  determining 
the ne t  allowable costs on which the 
Federal share of costs is based. 

(c) When a n  agency authorizes the 
disposition of program income as de- 
scribed in paragraphs (b)(l) or (b)(Z) of 
this section, program income ln excess 
of any limits stipulated shall be used in 
accordance wlth paragraph (h)(3) of 
this section. 

(d) In the event; Lhat, Lhe Ji'etleral 
awarding agency doe6 not specify in its 
regulations or the terms and condi- 
tions of the award how program inoome 
Is to be used, paragraph @)(a) of this 
section shall apply automatically to 
all projects or programs except re- 
search. For awards Lhat support re- 
search, paragraph (b)(l)  of Lhis section 
shall apply automatically unless Lhe 
awarding agency indicates in the terms 
and conditions another alternative on 
the  award or the recipient is subject to  
special award conditions, as indicated 
in  9 215.14. 

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

(f) If authorized by Federal awarding 
agency regulations or the terms and 
conditions of the award, costs incident 
t o  the generation of program income 
m a y  be deducted from gross income t o  
determine program income, provided 
these costs have not been charged to 
the  award. 
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(g)  P ~ ~ o ~ e e d : ;  from Lhe sale of prope~%y (G) Tlie inclusion, unless wiiived b y  
sliall be handletl in at:cordance wil;h  he the Feder*al awarrli~ig. agcllcy. of Costs  
retiuinwne~i~s of the Property St,and- that, require pr101- L L I I ~ I ' O V ~ I  in accoril- 
ards (see $216.30 Llirougli $216.37). allce w i t h  any of t h e  following, as SLJJ- 

(11) Unless Federal awarding agency plicable: 
regulations 01' the Lerms and condition (i) 2 CFR. p a r t  220, "Cost Pr inciples  
of Lhe award provide otherwise, recipi- lor Educational Institutions (01iIE Cir- 
ents shall have n o  obligation t o  the cular A-211;" 
Federal Government with respect t o  (ii) 2 CF'R p a r t  230, "Cos1 Principles  
program income earned from license for  Non-Profit Organizations (OMB Cir- 
fees a n d  royalties for copgriglited ma- 
terial, patents, patent applications, [iii) 45 CFR. ],art 74, fippendix E, 
tsadernarlrs, and inventions produced "priliciples for I>etermining- Costs h p -  
under an award. However, P a t e n t  and plicable t o  Research and Development 
Trademark Amendments (36 U.S.C. 18) under Grallts a n d  Contracts with Hos- 
apply t o  inventions made under all ex- pitals;" and 
Derimental, developmental, O r  research (11,) 48 c ~ p ~  part 31, iiContract Cost 
award. Principles and Procedures. " 

cular A-122);" 

(7) The transfer of funds allotted for  
921525 budget and pro- training allowances (direct payment  t o  

trainees) t o  other  categories of ex- gram plans. 

.. 

may include either the Federal and 
noli-Federal share, or only the  Federal 
share, depending upon Federal award- 
ing agency requirements. It shall be re- 
lated to  perforniance for program eval- 
uatioii purposes whenever appropriate. 

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

(cJ For iionconstruction awards, re- 
cipients shall request prior approvals 
from Federal awarding agencies for one 
or more of the following program or 
budget relaLed reasons. 

( l j  Change in the scope or the objec- 
Live of tihe projecl or program (even i f  
there is no associated budget; revisioii 
reciuirin~ prior wri tten approval). 

(2) Cliange in a key lierson specified 
ill Llie applicaLion OJ' iiwarcl document. 

(3) The absence for more t1i;ln three 
nionLlis, 01' a 25 percent reducLion in 
time clevoLerl Lo the project, by t h e  a])- 
p i~wed  pro)ecL director or principal in- 
ves LigaLus. 

(4j The iiced for adclitional Pedera.1 
fundin 6. 

(6) TJie Lsansier or amounts  liutlgeted 
for indisect, costs Lo al~sorl~ increases in 
direc:L COSLS,. or vice !'ei:si, jf apprOv@ 
is r e c j u i ~ ~ ~ l  11y the Fedei'sl awarding 
a p n c y  . 

awards, t h e  subaward, transfer or con-  
tracting out  o i  any work under an 
award. This provision does not apply t o  
the  purchase of supplies, m a t e r i a l ,  
equipment or general support services. 

(d) No other prior approval requi re -  
nients for specific i tems may be in- 
posed unless a deviation has been ap- 
proved by OMB. 

(e) Except for  requirements l is ted i n  
p a r a g a p h s  (c)(l) and (c)(4) of this sec- 
tion, Federal awarding agencies a r e  au- 
thorized, at the i r  option, t o  waive cos t -  
related and administrative prior wr i t -  
ten approvals required by 2 CPR. p a r t s  
220 and 230 (OAfE Circulars A-21 and A- 
122). ,Such waivers may include a u t h o r -  
izing recipients t o  clo any one or  m o r e  
of the f o l l o ~ ~ i n g .  

(1) Incur yre-award costs 90 cs~lendar  
clays prior t o  a w a r d  or inure Lhan 90 
ctilendar dogs with the  prior approval  
of the Federal awascling agency. All 
pre-award costs are  incurred a t  t h e  r e -  
ciliicnt'o r isk ( i .e . ,  the  F'erleral award- 
inE agency is ~i1icler no ol~ligatiun t o  re- 
imburse such costs if ior any m a s o n  
the  recipienI. cloes not  recejvs an av~arcl 
or i f  the award is  less Lliali aiitIcIpatec1 
and inadequate Lo covcn' such COSLS). 

(2) lnitiat-,e a one-time e ~ l e n s i o n  of 
Llie expiration daLc oj Lhe sv:ard o j  up 
L o 1 2  1nonL11s Gnlcsz, one 01'  xio ore 0% l;he.- ~ ~ ~ - - - - ~ . ~ - -  - 
following coiidi Lions ~ L J ~ J I J J .  For m e -  

. .  
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I.itiic: c?xl,ensions. the recipient, must, no- 
LIfy Iilic Federal awarding agency In 
WI'I Llnp with the supporting reasons 
:tiid revlsed expiration daLe at, least 10 
(1;i.w I)c:rnre the expiration date speci- 
I'Iutl lrl tho award. This one-time exten- 
::IOII may not. bo excrclsod mcrelg for 
1 . 1 1 ~  purpci!ce or iislnfi unot11iji:li;c:d bal- 

(I I 'l'hr! ii(!i:ms and oontll t;lon:; nr award 

(11) l'hr! csixmsioii rc:cluirr:s addl~loI~al  
Ffxlcral funds.  

(110 'Phe oxl;enelon InvoIvw ally 
~ ; l I i L I I ( J O  In Che a p p r ~ v ~ i d  objectives or 
sc:opc of I;he project. 

( 3 )  Cjarry forward uriobligat,ed hal- 
:I.IICRS I;o subsc!quent. fundinfi periods. 

(4 )  li'or awards that. support resoarch, 
unless the Federal awarding agency 
provides ot-herwise in the award or in 
I;he agency's regulations, the prior ap- 
pwval requirements described in this 
paragraph (e) are automatically waived 
(LA?.# recipients need not  obtain such 
prior anprovals) unless one of the con- 
dltions included in paragraph (e)(Z) ap- 
IJ I i t!S . 

( f j  The Federal awarding agency 
rnuy .  at, Its option, restrict, the transfor 
o i  funds among direct, cost categortes 
or programs, fumtj.ons and activitles 
for awards In which the Federal share 
of the project exoectds 5100,000 and the 
cumulative amount  of such transfers 
exceeds or 1s expectod to  exceed 10 per- 
cent of I;he totial budget as last ap- 
proved by the Federal awarding agen- 
cg. No Federal awarding agency shall 
permif a transfer t h a t  would cause any 
Federal appropriation or par t  thereof 
to be used for purposes other than 
(Ihose consistent with the original in- 
tent of the appropriation. 

(g )  All other changes t o  nonconstruc- 
tion budgets, except for the changes de- 
scribed in paragraph (j) of this section, 
do  not require prior approval. 

(h) For construction awards, recipi- 
ents shall request prior written ap- 

:LIlf!trS 

J J Y f J h j h i i ,  IbhC 0Xl;OnRiorl. 

(3) P. rovision is dcsired wiiic:h i n -  
volves specific costs for whlcli prior 
written approval requiremcri 1;s mag ho 
imposed corisistent with appllcabla 
OMB cost. principles listed In $ %l!j.27 

( I )  No other  prior approval roqulm 
mcni;s [or speciflc Itterns mag I)c. Im.. 
posed unloss a dovlatlon h s s  h ~ c : n  ;~.p 
prnvod by OMT3. 

(.I) When a Pderal awarding agc!tiog 
malces an a.ward tihat, provldus Guppor:, 
for 11ol;h c:onst;ructloii and iioncons(Iruo- 
Lion work. tho Federal awardlng agcii- 
cy map requlro the reclplent Co PRCIUO:!~,  
prior approval from the Federal award- 
ing agency before rnslclng any fund or 
budgel; transfers betwaen the two typos 
of work supportod. 
(k) For both construction and non- 

construction awards, Fedorsl awarding 
agencies shall require recipients to no- 
tify the Federal awarding agency in 
writing promptly whenever the amount, 
of Federal authorized funds is expected 
to exceed the  needs of the  recipient for 
the project period by more than 25000 
or five percent of the Federal awnrd, 
whichever is greater. This notiflcation 
shall not; be required lf an application 
for additional fundlng is suhmil;t,ed for 
a continuation award. 

(1) When requesting approval for 
budget revisions, recipients shall use 
the budgel; forms that were used in Lhe 
application unless the Federal award- 
ing agency indicates a le t te r  of request 
suffices. 

(m) Within 30 calendar days from the 
date  of receipt of the request for budg- 
e t  revisions, Federal awarding agencies 
shall review Che request and notify the 
recipient whether the budget revisions 
have been approved. If t h e  revision is 
s t i l l  under consideration at the end of 
30 calendar days, the Federal awarding 
agency shall inform the recipient in  
writing of the da te  when the recipient 
may expect t h e  decision. 
[69 PR 2G281, M a y  11, 2004. as amended at 70 
PR 51000, Aug. 31, 2005] 

proval promptly from Federal awarding 
agencies for budget revisions whenever 8 216*26 Non-Fedeml nudits* 
Darasrauhs (h)(l). (2) or  (3) of this sec- (a) Recipients and subrecipients t h a t  . .  

t ion  i p p ~ y .  are inst i tut ions of higher education or 
other  non-profit organizations (includ- 

in  the scope or the objective of the ing hospitals) shall be subject to  the  
project or program. audi t  requirements contained in t h e  

(2) The need arises for additional Single Audit Act Amendments of 1996 
Federal funds to  complete the project. (31 U.S.C. 7501-7507) and revised OMB 

(1) The revision resul ts  from changes 
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Circulsi~ h-133, “ k u d l t s  of St;at,es, visioiis of l;he Federal Acquisltiox Reg- 
L r c a f  Governmen Ls, and Ido~i-Profl t 13- nlat ioi~ (FAR) at, rlIl CFIL pal% 31. 

(70 FE r,lOOO. Aug. 31, 200.51 ganiu~tioiis. ’’ 
(I)j SLate and local governments shall 

be SUbJeCL t o  the audit reC~L7l~elilent~ $215.28 period of nvnfinbility of full&. 
contained in the Single Audit Act Where a, funding. period is  specified, a Amendmenk of 1996 (31 U.S.C. 7501- ollls 
7507) and revised OWB Circular A-133 
,ckud,ts of states, Local Govenlnlel,ts~ allowable costs resulting. from obliga- 

tions incurred during the funding pe- 
riod and any pre-award costs ant l ior-  and I\lon-Profi 1 Organizations. “ 

(c) Fomrofit; hospitals no t  covered ized bg tlie Federal awarcling 
by the audil provisions of revised OMB 

reciplellt ma), c]iarge to t h e  

Circular A-133 shall be subject  to  the 
audi t  requirements of the  Federal 
awarding agencies. 

(d) Conimercial organizations shall 
be subject t o  the audit requirements of 
the Federal awarding agency or t h e  
prime recipient as incorporated into 
the award document. 

5 215.29 Conditional exemptions. 

(a) OME authorizes conditional e x -  
emption from OME administrative re- 
quirements and cost principles circu- 
lars for certain Federal programs wi th  
statutorily-authorized consolidated 
planning and consolidated administra- 
tive funding, t h a t  a re  identified by a 
Federal agency and approved by t h e  
head of the Executive department  or 1215.27 Allowable costs. 

to  the entity incurring the  costs. Thus 
allowability of costs iiicurred by State ,  
local or federally-recognized Indian 
tribal governments is determined in 
accordance with the provisions of 2 
CFR part  225, “Cost Principles for 
SLate, Local, and Indian Tribal Goseni- 
ments (OMB Circular k-87.” The allow- 
ability of costs incurred by non-profit 
organizations is determined in accord- 
ance with the provisions of 2 CPR part  
230, “Cost. Principles for Non-Profit Or- 
ganizations (OME Circular A-122). ” The 
allownbill b y  of costs incurred by insti- 
t;ntions of higher education is deLer- 
mined in nccoi~k~iice wi Lh the provi- 
sions of 2 GFR par t  220, “Cosl. Prin- 
c i ~ ~ l e s  foi- Ec1uc;~tional ins tit;^ tions 
(01\IB Circulai. A-Zl) .”  The ;~llowability 
of costs incurred by hospiLi~ls is  cletm- 
miiied in aoco~~dance with the pro+ 
sioiis of Apl~endix 3 of 45 CPR. PLZI.~.  1 4 ,  
“Principles €or Determining Costs A])- 
111icable to  Idesearch and Developnient 
Unrler Grants and Contracts with I-10s- 
pitals.” Tlie allowability of costs in- 
cun~c+cl by commercial orgaiiizations 
and those noi)-profiL or,rraniza.Lions list,- 
ed in Att,i~chment C t o  Circular A422 is 
cletermined in ac:cor~clance with the pro- 

- ~. - . .~ 

- -  
when Federal non-entitlement pro- 
grams with common purposes h a v e  spe- 
cific statutorily-authorized consoli- 
dated planning and consolidated ad- 
ministrative funding and where most of 
the S t a t e  agency’s resources come 
from non-Federal sources, Federa l  
agencies mag exempt these covered 
State-ndmiiiistered, non-ent i t lement  
gran t  programs from certain OMB 
grants  management  reyuirementis. The 
exemptions would be from: 

(1) The recjuirements in 2 CFR. part 
225, “CosL Principles for S ta te ,  Loca l ,  
and Indian Tribal Governments (OMB 
Circular A-87)” oLhcr Lhaii Lhe 
allocabiliLy of costs provisions that a r e  
contained in subsection C.3 of Appendix 

(2) The requirements in 2 CFR. p a r t  
220, “CosL Principles €or Educa.tiona1 
1nstituLions (OMB Cir-cular A-21)” 
othei. tliaii tlic allocability of costs pro- 
visions that. are  oontained in jiaragraph 
C.4 in section C of t h e  hppeiidix t o  Lhat 
part;: 

(3) The requi i~ments  in 2 CPR part. 

gmizatioiis (01613 Circular A-122)” 

f5 LO LhSLl. JIaI’L; 

230. ?‘C!ost, Principles.€or ldon-Profit. Or: ~ ~ . .~ . ., ~ ~ . . . .. 
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I,IM.I~ i,ho ~ . ~ I C I U L ~ I ~ H ~ Y  or ( :OSCS PIO 
vl:;lon:; I;hal. are in p:l,ragraph A . 4  In 
m:t;ion A o r  Appendix A t o  that  part; 

( 4 )  Thc atlministra1;ivc requirements 
pi'ovlslons of parl, 215 ( O M 3  Circu1a.r A- 
I IO. "TJniform A.dministra,tive Require- 
nrctnt;r; for Grantx: a n d  Agreements wlth 
1iinl;l t,utlonr; of Hlgher li;ducnt;lon, h s -  
pi 1;aI i i ,  and C) I,hc?r N on -Prof1 L Organ Lsa: 
Llons."j; and 

( 6 )  Tho ajiencles' grants  n.ianagcman1, 
(:0111111011 rule (SO0 521Lfi).  

((:) Whcn a Pedora1 agency providc!i 
1;IiIs ~loxl l~l l l t~y,  as a prerequlslte i;o a 
Shl;e's oxorclslng this opi;lon, a Stal;e 
niusl, adopt; ll;fi own wr1tl;eii flRcal and 
arlmtnisl;ra.l;lve requirements for ex- 
pairding and accounting for all funds, 
which arc consistent with the provi- 
sions of 2 CFR part 225, "Cost, Prin- 
ciples for S ta te ,  Local, and Indian 
Tribal Governments (OMB Circular A- 
87)" and extend such policies to all sub- 
recipients. These fiscal and administra- 
tiw requirementfi must he sufficiently 
.specific to ensure that :  funds are used 
i n  compliance with all applicable Ped- 
era1 statubory arid regulatory provi- 
s ions ,  oosts are reasonable and nec- 
essary for operating these programs, 
a n d  fund!; are n o t  he used for Eeneral 
expenees required to carry out other 
responsibilities of a S t a t e  or lts sub- 
rocipieii ts. 
rG!l FR 26201, May 11. 2(104. as amcmled at 70 
FIR. X R I I ~ ,  AUK 31, zoosj 

PnoPmrY STANDARDS 

6 215.3O Purpose of property stand- 

Sections 215.31 through 215.37 set  
forth uniform standards governing 
management and disposition of prop- 
er ty  furnished by the Federal Govern- 
ment  whose cost was charged to a 
project supported by  a Federal award. 
Federal awarding agencies shall re- 
quire reciplents to observe these stand- 
ards under awards and shall not, impose 
additional requirements, unless specifi- 
cally required by Federal s ta tu te .  The 
recipient may use i t s  own property 
management, standards and procedures 
provided i t  observes the  provisions of 
5 215.31 through 5 215.37. 

ards. 

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

I215..31 Insurance coverage. 

Recipients shall. a.t a. minimum, pro- 
vide the equivalent insurancc coverage 
for real propert,y 2nd equlpmcnt. 2.c- 
qu i red  wibh Federal funds  as pr'ovldod 
I;() propcrty owned by I;hc rc:c:iplenL 
F'edcrslly-ciwried propert,y n(md nol, t)c 
lnsirrr.,d unless rc:quired by I;lie lxrni:; 
and cond1l;ions o f  Lhc award. 

g a1 T;.!12 ILonl pl*op"l'ty. 

Lihch Porleral avm'dlng' agcncy shall 
prcscrlbe requiwrnontfi for reciplont!: 
ooncernin~ [;ha usc and tllsposttion o r  
real property acquired In whole  01' 111 
part, undcr a.wards. Unloss otherwiso 
provided by statute, such require- 
ments, al; a minimum, shall cont;aln 
the following. 

(a) Title to  real property shall vest in  
the recipient subject to the condition 
that the recipient shall u8e Lhe real . 
property for the authorized purpose of 
the project as long as it. is needed and 
shall not, encumber the property with- 
out, approval of t h e  Fetleral awardinfi 
agency. 

(b) The recipient shall ohtain wril;ten 
approv;Ll by the  Federal awardirig agon- 
cy for the we of real property in othcr 
federally-sponsored projects when the 
recipient determines that the property 
is no longer needed lor the purpose of 
the original project. Use in other 
projects shall be limited to those under 
federally-sponsored projects (Le.,  
awards) or programs that have pur- 
poses consistent with those aul;'horized 
for support by the Federal awarding 
agency. 

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

(1) The recipient, may be permitted to 
retain title without further obligation 
to  the Federal Government af ter  i t  
compensates the Federal Government 
for t h a t  percentage of the  current fair 
marke t  value of the property attrib- 
utable to the Federal participation in 
the  project. 
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(b j  ,!?.~ompt pro))crl?l. Ulhen ~LaL~i t ,o r~!  
i ~ u t h o ~ ~ i t ; ~ ~  exists, t h e  Federal :twarding' 
agency has the  option Lo vesl. t i t l e  t,o 
pi'operty acquired wiLh Federal iunrls 
111 Lhe recipient. ~ ~ i t l i o ~ t ,  further obliga- 
tion t o  the Federal GOVerlinleJit and 
under condj tioils the Federal awarding 
agency coiisi ders approprintr:. Such 
property is "exempl; propertjr." Should 
a Federal awardina agencg n o t  estab- 

(2) T h e  recipieni, may be direc18ed Lo 
wll  Lhe properLy under  ~~i i t lc l i i i es  111'0- 
virled by Llie Federal itwarding agency 
and pay Lhe Federal Govcrnmen L fol' 
1;Iiitl percentage of t he  currelit, fair 
marke t  value of the property at;LrilJ- 
utable  to  tlie Federal participation in 
the projecL (after deductinp, actual and 
I-easoiiable selling and f ix - ip  expenses, 
i f  any, f rom tlie sales proceeds). When 
the recipient is authorized or required 
to  sell t h e  property, proper sales proce- 
dures shall be established that provide 
for  competition t o  the extent  prac- 
ticable and  resulL in the highest pos- 
sible yeturn. 

(3) The recipient may be directed to 
transier title to  the property t o  the 
Federal Government or t o  a n  eligible 
third party provided tha t ,  in  such 
cases, t h e  recipient shall be entitled t o  
compensation for i ts  a t t r ibutable  per- 
centage of the current fa i r  m a r k e t  
value of the property. 

9 215.33 Federally-owned and exempt 

(a) Feclernlly-owlied property. (1) Tit le  
t o  feberally-owned property remains 
vested in the Federal Government. Re- 
cipients shall subniit annually an in- 
ventory listing of federally-owned 

, property in their custody to  the  Ped- 
wal awarding agency. Upoii completion 
of tlie award or when the property is n o  
longer needed, the recipient sliall re- 
port  the property to the Federal award- 
ing agency for further Federal ageiicy 
u tilizatioii. 

(2) If the Federal awarding agency 
has 110 fui'l;her need for t h e  property, i t  
shall IJI: declared excess and reported tc 
Lhe General Services hdminis t ra t jon,  
iinless the Federal awarding agency 
has st.atul,ory antliority Lo dispose of 
th e proper b y  by ii1ternat;iv e m e  thods 
(e.:/., the auLlioriLy ji~ovided by  the 
Federa1 Technologg Transfer Act (16 
U.S.C.  3710 (I)) Lo donate r e s e a r ~ h  
eg uI]~men I. t o  edu cab1 onal an  rl non-prof- 
i 1 organi~aLions 111 accordance wiL1i 
E.0. lZllZ1, "lnipi~oving Irlia(;hematics 
a n d  Scieiice Xdocation in Snpport. of 
the 1Qsl;ional Education Goals" (67 FR. 
64905. 3 CPE, 1992 Conlp., p .  323)). hp- 

-_-. ~ p~.'opi;i a t e  iiis Lr~i c Lions sliall lie issu ed 
t,o Lhe ~ ~ e c i ~ ~ i e ~ i i  b y   lie Fr~clei.;t3a.war.d-- 
ing agcncy 

property. 
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lisli conditions, tiile t o  exempt prop- 
erty upon acquisition sliall vest i n  t h e  
recipient witliout further obligation to 
the Federal G ~ V e ~ n m e ~ l ~ .  

9 215.34 Equipment. 
(aj Tible t o  equipment acquired bY a 

recipient with Federal funds shal l  v e s t  
in t h e  recipient, subject t o  conditions 
of this section. 

(b) The recipient shall not  use equip- 
ment  acquired with Federal funds t o  
provide services t o  non-Federal outs ide 
organizations for a fee that is  less t h a n  
private companies charge for equiva- 
lent services, unless specifically ac- 
tliorized hy Federal s ta tute ,  for as long  
as the  Federal Government re ta ins  a n  
interest in  the equipment. 

(c) The recipient shall use the equip- 
ment in t h e  project or program for  
which it was acquired as long as need- 
ed, whether or n o t  the project o r  pro- 
gram continues t o  be supported by Ped- 
eral funds and shall n o t  encumber t h e  
property without  approval of t h e  Fed- 
eral awarding ageiicy. Mrhen no longer  
needed for t h e  original project o r  pro- 
gram, the recipient; shall use the eyuip- 
ment  in connection with i t s  other  fed- 
erally-sponsored activities, i n  &he  fol- 
lowing o r d w  of liriority: 

(1) AcLivi ties sponsored 1 ) ~ '  the  Fed- 
eral a w a l ~ l i n g  agency which fuiicled t h e  
~riiginal project, then 

(2) Activities sponsoix?d by othei- Fed- 
xal aw ar ding agencies . 

(d)  During the  L ime  that ecjuipment 
s used on t h e  project. or program for 
vhich i t  vms accluired, Lhe recipient 
;hall ni;~ke it a.vailable ~ O J ,  use oil oLhei* 
trojects or l~i~ograiiis i f  such oLliei, use 
1111 not  ini,sriex wjL11 tlie work 011 the 
~ro jec t  or ji~~ograiii for which Llie erl~ii1~- 
nent was originally acquiretl. F i r s t  
Ireference for such @Llie~. use shall be 

iolisored by  -Lhe Federal. i~ .w&rdi~~g 
;ency i,liat. fiiianced the ecjuipiien t ;  - .. . -~~ . . .. -. 
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r:r?c:cind pr'cfcrencc sha11 be c:lvr:n tr! 
~ I I ~ w I ~ ~ c I ~ ~ ;  or projirams sponsored by 
o1.1101' F'cdcral awarding agencies. If the 
w ~ I > I ~ > ~ c ~ I ;  is owned b y  the Federal 
C:ovcrnmcnt. use on other nctivltles 
r ! o ~  ~ponsored by I;hc Federal Govern- 
111 cii 1; s k i  al l  be pormissibl o i f  au th or lzod 
h!r Ish(! Federal awardlng ikgcmcy. U ~ o r  
c;I~xr[;os shall Ix tren1;ed as program ln- 

( 0 )  When a.cq u lrlng rop1alc:enioii t, 
f : q ~ i l J ~ i ~ t o n l , ,  Lho i*ocipisnl; mag use  Lhe 
cqulpmonl, to  hc roplo.ced a s  I;re.do-ln or 
s c l l  ~ ,hc oqdlpmsnt and use the pro. 
c:nc:ds t;o orhct; I;he ~:o~i;s o f  the roplace- 
monl; oc~ulptncnt subject to the ap- 
~ : ~ r o v a l  01 I;ho li'oderal awardlng agency. 

f f j  Thc rc:clpieni;'s property manage- 
i~i(!nt . ,  stmidards for equipment acquired 
W I  Ch li'ederal funds and federally-owned 
equipment shall include al l  of the fol- 
1 owing: 

(11 Zqulpment records shall be main- 
I;ained accurately and shall include the 
following informatiion. 

(1) A description of Lhe equipment. 
(11) Manufaoturer's serial number, 

mridel number, Federal s tock number, 
riational stock number, or other  idcntl- 
I'imtion num1,er. 

(ill) Sourcc of the equipment, Includ- 
ing the a.aard number. 

(ivj Whether title vests in  the recipi- 
ent, or the Federal Government. 

(v) Acquisition date  (or date  re- 
ceived, if the equipment was furnished 
h j  the Federal Government;) and cost. 

(vl)  Information from which one can 
calculate the percentage of Federal 
participation in the c06t of the  equip- 
nicnt (not applicable to  equipment fur- 
nished by the Federal Government). 

(vii) Location and condition of the 
equipment and the da te  t h e  informa- 
tion was reported. 

f X l m c ! .  

(viil) Unit acquisition cost .  
(Ix) Ultimate disposition data ,  in- 

cluding date of disposal and sales price 
or the method used t o  determine cur- 
rent fair market value where a recipi- 
en t  compensates the Federal awarding 
agency for its share. 

(2) Equipment owned by the Federal 
Government shall be identified to hdf -  
cate Federal ownership. 

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

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

ierenc:es hetoween quantitics d o k v  
mined h g  the physlcal insj)c?cl;i o n  and 
those shown in the accoun1;ing ~r:c:ni-ds 
shall he investigald GCJ deLerminc: 1;hc 
~:&USOE: of t h o  dlffnrence. Thc rc:c:lr)lf:nL 
~ l i i ~ 1 1 ,  In oonitactlon with Lhc lnvsn- 
t,ory, verify t he  oxisl,encc, c:iirr'c?nl, u t i -  
Ilzat;ion, sild oont,inuad n o ~ d  for Lho 
eq u ipnlcn 1;. 

( I )  A control syslem shall be 111 cflc 
LO lnaura atloquale saleguards (;(I pre- 
vciil; losr;, damage, or Lhoft, of I-h! 
cqulpntont. A n y  lost;, damage, or t,Iic!rI, 
of uquipmunt shall be Invoat;lgal;cid a i i d  
fully documcnLed; 1 I  the uquipment. was 
owned by the li'edcrsl Government. Lhc 
recipient shall promptly notify t h e  
Federal awarding. agency. 

(G) hdequatc; maintenance procedures; 
shall be implemented t o  keep the 
equipment in good condition. 

(6) Where the recipient is authorized 
or required to  sell the equipment, prop- 
er sales procedures shall be established 
which provide for competition t,o the 
extant practicahlo and rosult, In th?  
highest, possible return. 

(g) When the reelpimi; n o  longer 
needs the equipment, t;he equipmcnt 
may be used for other activlties in czc- 
cordanoe with the following standards. 
For equipment, with a. current; per unit 
fair market  value of $5000 or more, the 
recipient may retain the equipment, for 
other uses provided that, compensation 
is made to the original Federal award- 
ing agency or its successor. The 
amount of compensation shall he com- 
puted by applying the percentage of 
Federal participation In the cost, of the 
original project, or program t o  the cur- 
rent  fair m a r k e t  value of the equip- 
ment .  If the recipient has n o  need for 
the equipment, the recipient shall re- 
quest disposition instructions from the 
Federal awarding agency. The  Federal 
awarding agency shall determine 
whether the equipment can be used to 
meet the agency's requirements. If no 
requirement exists wlthin that &gency, 
the availability of the equipment shall 
be reported to the General Services hd- 
ministration by the Federal awarding 
agency to  determine whether a require- 
ment  for the  equipment exists in other 
Federal agencies. The Federal award- 
ing agency shall issue instructions to 
the recipient no later than 120 calendar 

I 1 56 \ 
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equipnient and reimburse the Federal 
awarding ageilcy aii amomit conipu14ed 
by applying to the sales proceeds the 
percentage of Federal participation in  
the cost, of tlie original project or pro- 
gram. However, the recipient shall be 
permitted to deduct and retain from 
the Federal 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 t o  
ship t h e  equipment elsewhere, the re- 
cipient shall be reimbursed by the  Fed- 
eral Government bg an amount  which 
is computed by applying the  percent- 
age of the recipient’s participation in 
the cost of the original project or pro- 
grzm t o  the  current fair marke t  value 
of the eyuipment, plus any reasonable 
shipping 01’ interim storage costs in- 
curred. 

(3) If the recipient is instructed t o  
otherwise dispose of the equipment, the  
recipient shall be reimbursed by the 
Federal awarding agencY for such. cost,c 
incurred in its disposition. 

(4) The Federal awarding agency ma;)r 
reserve the r ight  t o  transfer t h e  t i t l e  
to  the  Federal Government or t o  a 
third party named by the Federal Gov- 
ernment when such third par ty  is oth- 
erwise eligible under existing s ta tu tes .  
Such transfer shall be subject t o  the  
following standards. 

(i) The eyuipment shall be appro- 
priately identified in  t h e  award or oth- 
erwise made l c i i o ~ n  to  the recipient in 
wri Ling. 

(ii) The Federal awarding agencY 
shall issue disposition instruct ions 
wi thili 12U calendar da.ys after receipt. 
of a final invenLory. The final inven- 
Lory shall lisL a11 equipment accjuii‘ecl 
wj th gniit. f u n d s  and federallg-owl1ecl 
eqm]imenL. If the Federal awarding 
sge~icg fails Lo issue disposition in- 
.structions wjthin the 120 calendar day 
l~er iod,  Llie i*ecipient shall apply tlie 
s tandai~ds of this  section, as :L~J)I’D- 
priate. . 

(iii) \VJieii- t h e  Pedei’al a.v,~ar’ding 
i ~ g e n c y  exercises its riglit, LO Labe t i t l e ,  

1 

t 
I 

(a) Tit le  Lo supplies and o ther  ex- 
pendable property shall vest i n  the  re- 
cipient upon acquisition. If there  i s  a 
residual inventory of unused supplies 
exceeding $5000 in total  aggregate 
value upon terniination or completion 
of tlie project o r  program a n d  t h e  sup- 
plies are not  needed for any o t h e r  led- 
erallg-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 acquired with Federal funds t o  
provide services t u  non-Federal outs ide 
organizations for a fee that is less  than 
private companies charge for equiva- 
lent services, uniess specificallg au- 
thorized by Federal s ta tu te  as long as 
the Federal Governmellt retains a n  in- 
terest in  the  supplies. 

5 215.36 Intangible proper$. 

(a) The recipient may copyright any 
work that is subject to  copyright and 
was developed, or for which ownership 
was purchased, under an award. The 
Federal awarding sgency(ies) reserve a 
royalty-free, nonexclusive and irrev- 
ocable right t o  reproduce, publish, 01’ 

otherwise use t h e  work for Federal pu1’- 
poses, and  to authorize others L o  do SO. 

(h)  Recipients a r e  subject Lo apl1lica.- 
ble regulations governing pa ten ts  and 
inventions, including govern~nent~-wide 
.egoiaMons issued by the Department  

Commerce st 31 CPR. parL 401, 
‘RighLs Lo lnveii‘;ions Made  by Non-  
Jrofit, Organizations and Small Busi- 
less Firms U n d e r  Governn~ent. Grants ,  
:ont;i~~ct;s a n d  Coopei*stivc Agree- 
Tlellts.” 

(c) The Federal Goveri~n-~ent has Llle 
3glil. t o :  

(1) Obtain, reproclace, publisl) o r  oLh- 
:rwise -use.  t h e  data iirst . p~:og.uce( ~ ~ ~ , -  . - ~ ~ -  ~ ~ . .  . ~ . - -  -- 

~ ~ ~ d e ! ,  an a.v;nrd. 
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( 2 )  AuI,iior*lxf: ol;hers I X J  r f ! ( :cIve,  rcpro- 
~ I I I : ( ! ,  riiihlish, or oi;horwisf: use such 
~ : L I A .  for '  F'etleral purposes 

( ( t i  i i i  I n  addil;i(Jli, I n  response Go a 
Ii'rootloin or Inforniatlon Act, (POIA) re- 
(iiicst, for rc!soarcli data rcIa.l;lnp, t o  pub- 
IIshotl iwwarch fincllrig!: protluc:od under 
:it1 a.ward t,hal; W ~ R  used  hy Uke Pt:dcral 
Chwrnmcnt, In doveloping an agmcy 
ac:l;lon l;h%t ha8 (,he foroe and  offeot, of 
LLW, Lhe  Federal awarrling agency  hall 
rc!quecL, and the recipient shall pro. 
vldo,  witshin a reatlonablo tlnie, the re- 
soarcli data SO t,haL they can he made 

ootluros efitahliHhed under Lhe POIA. If 
t h o  li'oderal awarding agency obtains 
th(! rotiearch data solely in response t,o 
a. F'OIA rfquest, the agency may charge 
t,hc ruquester a reasonable fee equaling 
Lho fu l l  incremental cost  of obtaining 
the research data. This fee should re- 
flect costs incurred by t h e  agency, the 
recipient, and the applicable subrecipi- 
en ts, This fee is in addition t,o any fees 
t h e  agency may assess under the FOIA 
(5 U.S.C. 552(a)(4)(A)). 
(2) The following definitions apply 

Lor purposes of paragraph (d) of this 
section: 

( i )  Research dat,a is defined as thc re- 
sorciod fac1;ual material cornrnonly ac- 
ccl)l;etl In t h e  scientific community as 
rreoessary Lo validate research findings, 
bul, not any of the folhwing: Prelimi- 
nary analyses. drafts of scientific pa- 
pers. plans for future research, peer re- 
views, or communications with 001- 
Icagues. Thls "recorded" material ex- 
cludes physical objects (e.g. ,  laboratory 
samples). Research data also do not in- 
clude: 

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

tion and similar information the dis- 
closure of which would constitute a 
clearly unwarranted invasion of per- 
sonal priva.cy, such as informatlon that 
cou ld  be used to identify a partlcular 
person in a research s tudy.  

(ii) Published is defined as either 
when: 

(A) Research findings a re  published 
in a peer-reviewed scientific or tech- 
nical journal; o r  

:J.Vail&ble bo the PUbIic tht*oUgh Lhe prCJ- 

2 CFI? Ch. I I  (1-1-06 Edltion) 

(I31 A Podcral a ~ e n c g  publicly a n d  of- 
ficially cites the rt:search findings in 
support, of an agency ac t ion  that, has 
tllc: rorce and effect of lax.. 

(111) 1Jsc:d by t h e  Federal Covernnienl; 
in tloveloping 211 agency ac1;)oii thal, 
I ~ W  L I I C  Tom) anti m(:t or law IS; de- 
Clnctl ac whoi i  an a ~ c n c y  pnhllcly ;Lilt1 
officially c1l;os I;hc ~~esoarch findlnrs In 
suppori; of an agency action thal. har: 
the forca a n d  effoct o f  law. 

(0) 7'11,lc I;o lntanglhle propcrty a n d  
debt iristrumantfi acqulred under an ' award or subrLward vects upon acquisi- 

, timi in I;ho reclplont. The reciplenl, 
shall use that; properby for the origl- 
nslly-authorized purpose, arid tht: re- 
cipient shall no t  encumber the prop- 
er ty  without approval of the Federal 
awarding agency. When no longer need- 
ed for the originally authorized pur- 
pose, disposltion of the intangible prop- 
er ty  shall occur in accordance with the 
provisions of 9 215.34(g). 

[6Y F R  26281, May 11. 2004. as amsnrled at 70 
FR 51881, Aug. 31. 20061 

5 21 G.37 
Real property, erluipment, intarigiblo 

property anrl debt infitrumnntfi that, arc  
acquired or improved with Federal 
funds shall be held in trust by the re- 
cipient as trustee for the beneficiaries 
of the project or program under which 
the property was acquired or improved. 
Agencies may require recipients to 
record liens or other appropria.te no- 
tices of record t o  liidicat,e t h a t  per- 
sonal or real property has been ac- 
quired or improved with Federal funds 
and t h a t  use and disposition conditions 
apply to the property. 

PROCUREMENT STANDARDS 

8 215.40 Purpoee of procurement 

Sections 215.41 through 215.40 set  
forth standards for use by recipients in 
establishing procedures for t h e  pro- 
curement of supplies and other expend- 
able property, equipment, real property 
and other  services with Federal funds. 
These s tandards are furnished t o  en- 
sure that such materials and services 
are obtained in an effective manner 
and in compliance with the provisions 

Property trunl. t*elntionship. 

standards. 
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of :i]lj)licable Fcderal s t a t u t e s  aiid ex- 215.43 Co~iijic~ition 
ectitiiw ortlers N O  a d t i i t ~ o n i i ~  ~ii'ocure- 
nieiil sl;aiidards or requiremenLs shall 
be imposer1 by t h e  Federal awarding 
agencies upoii reclpienLs, unless spe- 
cifically required by Federal s ta tute  01' 
executive order  or approved ) J J J  OMB. 

$216.41 Ilecipient responsibilities. 
The staiidartts contained in this sec- 

tion do not relieve the recipient of the 
contractual responsibilities arising 
under i t s  contract(s). The recipient is 
the responsi)ile authori ty ,  without, re- 
course to the Federal awarding agency, 
regarding the set t lement  and satisfac- 
tion of all contractual and administra- 
tive issues arising out  of procurements 
entered in to  in support of an award or 
other agreement. This includes dis- 
putes, claims, protests of award, source 
evaluation or other m a t t e r s  of a con- 
tractual nature. Matters  concerning 
violation of statute a re  t o  be referred 
t o  such Federal, S ta te  or local author- 
i t y  as may have proper jurisdiction. 

9 215.42 Codes of conduct. 
The recipient shall maintain written 

standards of conduct governing the 
performance of its employees engaged 
in  tlie award and adminis t ra t ion of 
contracts. No employee, officer, or 
agent  shall participate in  t h e  selection, 
award, or administration of a contract 
supported by Federal iunds if a real or 
apparent conflict of in te res t  would be 
involved. Sucli a conflict would arise 
wlien the employee, officer, or agent, 
any member of his or her  immedixte 
iamily, his or her par tner ,  or an orga.- 
nizatioii which employs or is abou t  to 
employ any of the parbies indicated 
herein, has a financial or o ther  jiiterest, 
in the fjrm selected €or an award. The 
officers, employees, and agenls of the 
recipient shall neiL1ier solicit 110~' ac- 
cept, gi*atuities, favors, or si7iyLliing of 
inoneLarj~ valne irom ~onLrac tors ,  or 
]XLJ% es to su biigreenicn ts, How e 11 el', I'B- 
cipieiiLs niag set s l a i i d a ~ ~ d s  101' situa- 
Lions in wliicli Uie fiinancii~l interesl  is 
noL sui~staiiLial or the g i f t  is ai1 tinso- 
licited jteni of nominal value.  The 
standiirds of conduct. shall provide for 
disci111iiiai.y acLions t o  be np]iliecl €01- 

-~ .. ~ vi01:itjoi~s of such s tandards bp offi- 
cxrs, eml~l6yees, -or agents  of t h e  re- 
cipien 1. 
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1~11 j~rricureineiil. t r a n s a c f i o ~ ~ s  sliall 
Ije conducted in a manner Lo provide, 
L o  the  niaxinium exLent practical, open 
and free coinpelition. The recipienl. 
shali lie alert. t80 organizat io~~al  con- 
flicts of InLerest 5s well as noncompeti- 
tive practices among contractors that 
may restr ic t  or eliminate competition 
or otherwise restrain trade. In order to 
ensure objective contractor perform - 
ance and eliminate unfair competitive 
advantage, contractors that develop or 
draf t  specifications, requirements, 
s ta tements  o l  work, invitations f o r  
bids and/oi- requests €or proposals shall 
be excluded from competing for such 
procurements. Awards shall be made  t o  
the bidder or offeror whose bid or offel' 
i s  responsive to the solicitation and is 
most  advantageous t o  the recipient ,  
price, quality and other factors consid- 
ered, Solicitations shall c lear ly  set 
forth all requirements that  the  bidder 
or  offeror shall fulfill in order €or tlie 
bid or offer t o  be  evaluated by t h e  re- 
cipient, Any and all bids or offers may 
be rejected when it is in the recipient ' s  
interest t o  do SO. 

9 215.44 Procurement procedures. 
(a) All recipients shall establish writ- 

ten procurement procedures. These 
procedures shall provide €or, at a min-  
imum,  that paragraphs (a)(l), (2) and 
(3) of this section apply. 

(1) Recipients avoid purchasing UII- 
necessary i tems.  

(2) Where appropriate, aii analysis  is 
made of lease and purchase alter- 
nat ives  to  deLermine which would be 
tile m o s t  eco~iomical and practical pro- 
cureinen t for t h e  Federal Govei~nnment. 

(3) Solicitations for goods and serjJ- 
ices provide foi- all of the following. 

( i )  h clear and accuraLe d e s c r i ~ ~ t i o ~ i  
3f the technical recjuirenients for Lhe 
material, product. 01' service Lo be pro- 
:urecl. In conipetitiue procui~emenls, 
; U C ~  a clescripLio~i shall not conLain 
ea tnres  whi ch 11 I I  (I ul y res t r i  c L coni - 
ieLi Lion. 

(i i)  Requirenientis which Llie bidder/ 
$feroi' must iulfill SLTJB all o ther  iac- 
ors to lie used in evaltiatiiig bids 01' 

(iiij  h clesuri]~Lion, wlie~ievs~. prac- 

erms of funcLions to  be ]~crlormed or  

lJ*O]lOSSLlS. 

~ . . .. , ical~le, of -i.eclinical r e q ~ ~ i i ~ m e I l t s ~  111 ~ -~ ~ ~ ~ ~ .~ 
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p(: 1.1 o I_ I  I  ELII (:e raq u ired,  I 1.1 c 1 u d i ng the 
ptal)le characteristics or 

I T ~ I  11 IniuiyI acceptable standztrds 
~ I V J  Til(! specific fcatures of “brand 

r1:Lnic 01’ equal” tlescriptions tha t  bid- 
tliir!~ ai’e requlred to  meet when such 
1k)ni:; a,rc included in thc solicitatlon. 

( v )  Tho acceptanoe. Lo the e%1;on1; 
pr ;~ ,cbI  oal,lo and economical1 y fcaslli I o ,  
o f  prnducbfi and servloos dimensloned I n  
i;hc rnotrlc 8ystom of moasuromont,. 

( v i )  J’raferencc, I;CJ the cxtonl; prao- 
I , I c : ~ I ~ I c !  a n d  economically feasible, far 
~) roducts  and servlces I;haL conwrvU 
n:i.l;ursl rosouroos and prolaol; the envl-  
ronnient and are anergy efficlonl;. 

( I ) )  r-’o~iblve efforts shall be made by 
rectplonts t,o utilize small bucineswx, 
mtnorft,y-owned firms, and wotnen’fi 
business enterprises, whenever pos- 
slble. Recipients of Federal awards 
shall take all of the following step6 to 
further this goal. 

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

C j  Make  lnformation on forthcoming 
opportunities available and arrange 
: ;me frames for purchase8 and con- 

* I;o cncourage and facilitate par- 
ticipation hy  small businesses, minor- 
It;y-owned firms, and wonieii’s business 
e11 terprises. 

(3) Consider in the contract process 
whether firms competing for larger 
contxtcts intend Lo subcontract with 
small husinessos, minority-owned 
firms, a n d  women’s business onter- 
prises. 

(4) Encourage contracting with con- 
sortiums of small businemes, minority- 
owned firms and women’s business en- 
terprises when a contract is too large 
for one of tiiese firms to  handle individ- 
uall y. 

(5) Use the services and assistance, as 
appropriate, of such organizations as 
the Small Business Administration and 
the Dspartment of Commerce’s Minor- 
i t y  Business Development Agency in 
the solicltatlon and utilization of 
small buslnesses, minority-owned firms 
and women’s business enterprises. 

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

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

propria.i;e for Lhe parl;ic:ulal, procure. 
nicnt a n d  for promoting t,hc hesl, Inlier- 
est, o r  the program or projccl. Involvf!d. 
The “r:osl,-plus-a-perc:enta~(~-o~-cosl,” 
o r  “perc:cnt;age of c:onstructlori cost;” 
methods of oontractlng shall not, I,(? 
used. 

( d )  Conl;ri~cl;r: shall hc  matle only wlt,h 
i*esponslblo contractors who ponses:: 
the pot,eril;ial ahllltg bo perform SUC.  
acssfully undor the terms and condl- 
 ions of Llic proposed procuremc~ll.. 
Con8ldorntlon shall be given to  su(:h 
matbers as contractor Integrity. record 
of past pcrformanoe, financial and 
bechnical re6ouroes or aooesuibllity to  
other neoo8sarjr re~ources. In certain 
circumstances, contracts wlth cerLain 
parties a r e  rer;trlcted by agencies’ im- 
plementation of E.0.s 12549 and 12609, 
“Debarment and Suspension.” 

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

(1) A reclpienf’s procurement, proce- 
dures or operatlon hi18 too comply wll;h 
the procurement stkndardfi in :;he Fed- 
eral awarrling agency’s Implernenta.l;ion 
of this part. 

(2) The procurement is expected to 
exceed t h e  small purchase threshold 
fixed at  I1 I1.S.C. 403 (11) (currently 
:25,[100) and lu to be awarded without 
competition or only one bid o r  offor is 
received in response to a solicitabion. 

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

(4) The proposed award over the 
small purchase threshold is t o  be 
awarded t o  other than the apparent 
low bidder under a sealed bid procure- 
ment. 

(5) A proposed contract modification 
changes t h e  scope of a contract or in- 
creases the contract amount by more 
than the amount, of the small purchase 
threshold. 

5 215.415 Co6t and price analysis. 
Some form of cost or price analysis 

shall be macle and documented in the 
procurement files in connection with 
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eveiy pi~octii~mien(, ~ ~ c t i o n .  Price anal- 
ysis may be accom)ilishetl in various 
ways, ~ n c l u d l i ~ g  Lhe cunij)t t~’i~on of 
price cluotations submi tted, n-~arlrel~ 
prices and similar indicia, LogeL11er 
wikh discounts. Cost analysis is Lhe re- 
view and evaluation of each element of 

5215.48 

colldltions where Lhe c;onLi~acl. may lie 
t,erminal;ed 1,ecause of circL1iiist;anccs 
beyond the co~itrol of the  coiitracLor. 

(c j  Excepl. as otherwise required by 
stiLt;ute, an award that requires the 
contract in^ (or subconLracLing) lo r  
construction o r  facility improvements 

cost, Lo determine reasona)ileness, 
all u cabi 1 i ty ail d a1 1 o MJ abili t y . 

6215.4G Procurement records. 
Procurenieiit records a n d  files ior 

purchases 111 excess of t h e  sniall pur- 
chase threshold shall include t h e  fol- 
lowing at a minimum: 

. .  

(a) Basis for  contractor selectioii; 
(h) Justification lor lack of competi- 

tion when conipetitive bids  01’ offers 
are not  obtained; and 

(c) Basis for award cost 01’ price. 

9 215.47 Contract administration. 
k system for contract administration 

shall be maintained t o  ensure con- 
tractor conformance with the terms, 
conditions and specifications of the 
contract and t o  ensure adequate and 
timely follow up of all purchases. Re- 
cipients shall evaiuate contractor  per- 
formance and document, as  appro- 
priate, whether contractors have m e t  
the terms, coiidi tions and specifica- 
tions of the contract, 

$215.48 Contract provisions. 
The recipient shall include, in addj- 

tioil to  provisions t o  define a sound and 
com~ilete agreement, Lhe following pro- 
visions in all contracts. The following 
provisions shall also be applied t o  sub- 
contracts. 

(a) Contracts in cxcess of the small 
~~urc l iase  thi-eshold sh;lll conLain con- 
tractual provisions or  coi idi t ic i i~ that 
i ~ l l o w  for :ttlministrative, contractual, 
01’ legal remedies in  instances  in which 
a con 1;racl;or violates 01’ breaches the 
conLract terms, and provide for soch 
~’enierlial x.cLions as may be appro- 
priate. 

(11) All contracts in exoess of t h e  
small purchase threshold ~iia11 contain 
sui Lab1 e provisi ons ior  t e ~ m i n a t i o n  by 
t h e  i~eci]>ieiiL, including’ Llie maniiei~ b y  
which Immination shall be efkcterl 
a n d  the  1)asis for setLlemcnL. In addi- 
l;lo11, such conLritctb shall cicscribe oon- 

diLions unt le i~  w11icl1- &he contract.. nla.y- 
IIC Im’niinnted for cleiault as well :is 

- . . - - . - . . 
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shall provide €or t h e  recipient; Lo l o l l o ~ ~  
jts ow11 recjuirements relating to  b id  
go aran tees, performance bo11 ds,  and 
payment bonds unless Glie construction 
contract or subcoiitract exceeds 
$100,000. For those contracts or sub- 
contracts exceeding 5100,000, t h e  Ped- 
era1 awarding agency may accept t h e  
bonding policy and requirements of t h e  
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,  t h e  
minimum requirements shall be as fol- 
lows. 

(1) h bid guarantee from each bidder 
equivaient t o  five percent of t h e  bid 
price. The “bid guarantee” shall con- 
sist of a firm commitment such as a 
bid bond, certified check, or o ther  ne- 
gotiable instrument  accompanying 8 

bid as assurance that the bidder shall, 
upon acceptance o i  his bid.  execute  
such contractual documents as may be 
required within the  time specified. 

(2) h performance bond oii the  part of 
the Contractor for 100 percent of t h e  
contract price. h “performance bond” 
is one executed in  connection w i t h  a 
contract to  secure fulfillrnent~ of all t h e  
co~i t ractor’s  obligations under such 
zoritract. 

(3) h payment, bond on Lhe part of t h e  
:ontractor for 100 percent of t h e  con- 
;ract price. h “payment bond” is  one 
:secuted in  connection with a conLract 
,o assure ]myinenL as required bg s tnt-  
i t e  of all persons supplying 1:~boi’ and 
naterial in the execuLion of Llie work 
irovided for in  Llie contract .  
(1) Where bonds are retjuiiwl in  t h e  

ituatioiis described herein, Llie bolids 
ha17 be 011l;ained from comj)snies Iiold- 
816 certificaLes of auLhority as accept.- 
ble sur~%ies  pursuanL Lo 31 CPR. par1 
23, “Surety Companies Doing B u s i n e s ~  

tli 1;he UnlLed St~.Les. I ’  

(d)  All n e p t i a t e d  contracts (czcepl 
iose for lcss Lhan the  small p ~ ~ ~ c l ~ a s e  
irmhold) ii.wl.w(!ed by I*egij?ieit Ls shall 
~clode a pi.ovjsion Lo t;lie e f i e c t ~  L l i a t  - ~- .. ~. ~. . ~ . .  ~ 
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1.h ( 1  w c : t  pion  L. L h c :  Ti'edcra.1 ;i.wardlng 
i icy I;ho Comptroller Gr!rit:ral o f  t,he 

lJn!\8i;d Skates. or any of their duly au- 
f.norlxr+.d represenbatives, sirall have ac- 
( x w i  Lo any books, documents, papcm 
:Lnd rec:ords of the contractor which are 
tlir.oc.t;ly pertinent, to a specific pro- 
~:i+am foi' (;he purpose of  making audlI;s, 
ana,mln:i.l,lons, excerpts arid tran- 
?:crlpf;i cinf:. 

( a )  All  contracbs, Includtng small 
purchsrtef:, awarded b y  rectp1ent;s and 
I;hdr contractors shall coiitain tha pro- 
curomant, provislone of appendlx A I;o 
1;hlr; piLrl,, ae appllcable. 

ILEPOIL'I'S A N D  FLWGORDS 

!i 216.60 J ' I I ~ ~ O H C  of raportfi rind 

Sections 216.51 through 215.53 set 
forth the procedures for monitoring 
aiid reporting on the recipient's finan- 
cizi and program performance and the 
iiocessary standard reporting forms. 
They also set forth record retention re- 
quirements. 

5 Z15.51 

reoortls. 

Monitoring nnd reporting pro- 
grnm perhrmance. 

(a) Reciptents are responstble for 
managing and nioni toring each projc:ct, 
program, subaward. function or activ- 
i t y  supported by the award. Recipients 
shall monitor subawards to ensure sub- 
recipients have met the audit require- 
ments  as dellneoted In 5215.26. 

( t i )  The Federal awarding agency 
sha l l  prescribe the frequency wi th  
which the performance reports shall be 
submitted. Except as provided in  
g 215.51(f), performance reports shall 
not  be required more frequently than 
quarterly or, less frequently than an- 
nually. Annual reports shall be due 90 
calendar days after the  grant  year; 
quarterly or semi-annual reports shall 
be due 30 days after the reporting pe- 
rlod. The Federal awarding agency may 
require annual reports before the anni- 
versary dates of multiple year awards 
in lieu of these requirements. The final 
performance reports are  due 90 cal- 
endar days after the expiration or ter- 
mination of the award. 

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

i d )  AJ11ei: :w(uired, performance re- 
ports shall ficriorally contain, lor each 
award. hrlof info;.mation on cach of the 
fo 1 lo v,rl n g . 

(1) A comparison of actual a.c:com- 
plishmenl;:; wibh the goals a n d  olijeo- 
I;ivos ~:st;~i~lislied for the perlod, l;h(.! 
findings of the investlgator, or both 
Whenever appropriate anti the ouLDu1. 
of prcigranis or proJact;s can be readfly 
quanGlfled, such quantlt,atlve daLa 
should he i~elal,ed I;o cost, da ta  for com- 
pu(;at lon of untl. COBLG. 

(2) Iloasons why osl;abllshed goal!; 
w e i ~  not, rrie(;, l r  approprlatx. 

(3) Cltl'ior perttiient Iiiformatlon I n -  
cludlng., w1i~i-1 spproprtste. analysis 
and explanation of cos1 overruns or 
hiKh unft; costs. 

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

( f )  Recipients shalt immediately no- 
t i f y  the Federal awarding agency of de- 
velopments that have a significant im- 
pact on the  award-supported activities. 
Also, notification shall he given I n  the 
case of problems. delays, or adverse 
conditions which materially impair I;hc 
abilit,y to meet  the objectives of bhe 
award. Thir; notification shall include a 
statxmenl, of t h e  action taken or con- 
temp1al;ed. and any assistanoe needed 
L o  resolve the situation. 

(g) Federal awarding agencies may 
make s i te  visits, as needed. 

(h)  Federal awarding agencies shall 
comply with clearance requirements o€ 
5 CPR part, 1220 when requesting per- 
formance data from recipients. 

$ZlE;.52 Financial reporting. 
(a) The following forms or such other 

forms as may be approved by OME are 
authorized for obtaining financial in- 
formation from recipients. 

(1) SP-269 or SP-2698, Financial Sta- 
tus  Report .  

(1) Each Federal awarding agency 
shall require recipients to use the SF- 
269 or SF-269A to report the s ta tus  of 
funds for all rionconstruction projects 
or programs. A Federal awarding agen- 
cy m a y ,  however, have the option of 
not  requiring the SP-269 or SF-269A 
when t h e  SF-270, Request for Advance 
or Reimbursement, or SF-272, Report 
of Federal Cash Transactions, is deter- 
mined t o  provide adequate information 
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L o  inerit 11:: ~ieeds, except Llial. 21. final 
SP-269 01 SF-269A shall bc requirecl at. 
Lhe com]ilctioii of the ~irojecl, when Lhe 
SF-270 is iisecl 01113~ io], advances. 

(ii) The Federal awardjng .  agency 
sliall prescrilx whether the report shall 
be 011 a cash or  accrual basis. If the 
Federal awarding agency requires ac- 
crual in€orrnation and the recipient’s 
accounting records are not normally 
kept on bhe  accrual basis, the recipient 
shall not be required t o  convert its ac- 
counting system, but shall develop 
such accrual inforniation through best 
estimates based on an analysis of the 
documentatioii 011 hand. 

(iii) The Federal awarding agencg 
shall determine the frequency of the 
Financial Status Report for each 
project or program, considering the 
size and  complexity of the particular 
uroject or program. However, the re- 
port shall not be required more fre- 
quently than quarterly or less fre- 
quently than annually. A final report 
shall be required at the conipletion of 
the agreement. 

(ivj The Federal awarding agency 
shall require recipients t o  submit the 
SF-269 or SF-269h (an original and no 
more than two copies) 110 later than 30 
days after the end of each specified re- 
port in^ period for quarterly and semi- 
annual reports, and 90 calendar days 
for annual and final reports. Exten- 
sions of reporting due dates may lie ap- 
proved by the Federal awarding agency 
upon request of the recipient. 

(2) SF-272, Report of Federal Cash 
Transactions. 

(i) Wher funds are advanced $0 re- 
cipien ts the Federal awarding agency 
shall i*ecjuire each recipient t o  subniit 
Hie 83-272 &]id, wlieii necessary, i ts  
oonLinuation sheet, SF-272a. Tlie Fed- 
era1 nwardiiig ilgrency sliall use b h i s  re- 

~ O J - L  Lo monitor cash aclvancecl Lo re- 
cil~ients and Lo obtain clisbursement in- 
iormaLion lor each agreenienl wi tli the 
recipieii Ls. 

(ii) Fede~~al awarding agencies may 
I~erjuiJ~e f0recast;s of Federal CCLSll re -  
cjuiremenLs in Lhe “Ren~ar‘ks” secLion 
of t h e  report. 

(iii) MQieii l~ritctical and deemed nec- 
essai’y , Fcderal a\zwding agencies may 

. . xecjairr: recilijents Lo . report 111 Llie 
“R.emarks” section Llie itmoun lr of cash 
:tcIvaii~e~ iwejved iii excess of Iliree 

days.  ILacipjents shall provide shorl  
narral;i ve exylaiiaLions of aotioiis Laltelr 
t o  reduce Lhc excess balaiices. 

(iv) Iiecipieii ts sh:tll be required L o  
submil not, more lhan the original and 
two copies of the SF-272 15 calendar 
days following the end of each quarber. 
The Federal awarding agencies mag re-  
quire a monLhly rel~ort  from those re- 
cipienbs receiving advances totaling $1 
million or more per year. 

(v) Federal awarding agencies may 
waive the reqniremen t €or submission 
of the SF-272 €or any one of the €01- 
lowing reasons: 

(A) -When montlily advances do ,lot 
exceed $25,000 per recipient, provided 
that such advances are monitored 
through other forms contaiiied in this 
section; 

(B) If, in the Federal awarding agen- 
cy’s opinion, the recipient’s accounting 
controls are adequate t o  minimize ex- 
cessive Federal advances; or, 

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

(b) When the Federal awarding agen- 
cy needs additional iniormation or 
more frequent reports, the follow7ing 
shall be observed. 

(1) When additional information is 
needed t o  comply with legislative re- 
quirements, Federal awarding agencies 
shall issue instructions to  require re-  
cipients t o  submit such information 
under the “Remarks” section of the re- 
ports. 

(2) When a Federal awarding agency 
deLerniiiies that  ZI recipient’s a,ccount- 
ing system does noL meet; the staiidards 
in (j215.21, additional pertinent infor- 
mation bo furlher monilor awards may 
be obtained upon written notice t o  t h e  
recIpienL until such time as the sys tem 
is brought. up t C J  standard. The Federal 
 warding agency, in obliaining this in- 
rormstion, shall cornplg wiLh report  
cleanwice requirements of 6 CFR. pa r t  
1320. 

(3) Federal awarding agencies are en- 
couraged t o  shade out. any l ine item 011 
any r’eporl if  no t  necessnry. 

(4) Federal aw;trding ;~geiicies may 
accept the  identical information from 
the recipients i n  machine ~ ~ t i d ~ ~ b l e  for- 
m a t  or conijiti Leis ]~i~lii~.outs 01% elcc- 

:11al;e. 
I;rOiiic-outqnt;s in lieu of prescMxt1 TOT: . . . ~ . . ~ ~ . . ... . . 

I h7TkCHMENT __._._ \ 
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i 6 ) i+r& ral awar  dl n a[:.oi I (: i os m a y  
1 ) I 'OY I d c c:onipu ter or  el ech-(inl c: outputs  
I,() i'c+c:liiir?nts when such cxpedites or 
i : o n  Lriliu [;os I-LJ l;lie aoc:umag or repbrl- 
I I\[: 

!\ 2 115.~5!1 Il.of.ontici~r rind IIWWG require- 

f i t )  ThIc wcl;lon H ~ C E  Jorth ror/uirc!- 
mc!nI,s for. rocorrl rotentlon and access 
1x1 rcicords for awards to roc1pienI;R. 
P'c:tIr:rsl awarding agenctori shall nol. 
I mpom any ot; l i~r  record re\;oni;lon or 
?JA:(:(?RS raqulrernoiitc upon rectplonfx. 

f l i )  Plnancial records, ~upportlng. doc- 
umsnl;s, stl;atlsi;Ical records, and all 
oLhor rocords pertinent, I;o an award 
sliall t)c retaln(xl f o r  a perlocl of three 
ytiars from the dabe of submission of 
Llw final expenditure report or, for 
a.wards that  are  renewed quarterly or 
:znnually, from the date a€ the submis- 
slon of the quarterly or annual finan- 
cial report, as authorized by the Fed- 
c-m.1 awarding agency. The only excep- 
tions are the following. 

(1) If any litigation, claim, or audit, Is 
sCarted before the expiration of the 3- 
year period, the records shall be re- 
tained until all litigation, claims or 
a.udit flndings involving the records 
he.ve heen rosolved and final action 
La k en. 

(2) Records for real property and 
equipment, acquired with Federal funds 
shall he retained for 3 yeam aft;er final 
disposition. 

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

( 4 )  Indirect cost ra te  proposals, cost 
allocations plans, etc. as specified in 
8 215.53(g). 

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

(d) The Federal awarding agency 
shall request transfer of certaln 
records t o  i t s  cusLody from reclpients 
when it determines that the records 
possess long term retention value. 
Eowever, in order to avoid duplicate 
recordkeeping. a Federal awarding 
agency may make  arrangements for re- 
cipients to re ta ln  any records t h a t  are  
continuously needed for joint use. 

i n c m L f i  for rotrortln. 

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

( e )  Tnt: Ti'edcrl~1 assrdirre agoricy. thc  
Lnspc?c:t,or Gcneral, Comptrollcr Gen- 
eral of the Unibed Statcs, or a i i y  of 
Llieir duly authorisod represcri:;al;lvor;, 
h a v e  tfic right, of tlmely and uniw 
sl;rict,c!d B.G(:CSS to any tioolca, t loc : i r -  
rnmts, pagers, o r  okher records o f  I'O- 

oipienta t;ha,l; are portlncnl; IXJ 1;he 
; J . W W ~ ~ ,  In order t o  make aiidlLs. e x -  
smlnatlons,  oxcerpbs, tranacrip1;s s i ld  

~ L I R O  includes tlmely and roason:il~I(: i m  
c : c m  I;o a. rectplsnt'c personnel for I;lie 
purpcise of  InLerviow and dlsousslon r(+- 
I a t o d  I;o ,such documents. The rights of 
access In this paragraph aiio not, lim- 
it,etl t o  the  requlretl relmLlon period. 
b u t  shall lafit as long as records are  re- 
tained. 

(f)  Unlesfi required by s ta tute .  no 
Federal awarding agency shall place 
restrictions on recipients t h a t  limit; 
public access to  the records of recipi- 
ents that, a r e  pertinent to an award, ex- 
cept when the Federal awarding agency 
can demonstrate  that such records 
shall be k e p t  confidential and would 
have been exempted from disclosure 
pursuant to the Freedom o€ Informa- 
tion Act, ( G  1J.S.C. 562) If thc rr,oords 
had belonged to  t h c  Fedora1 awarding 
agency. 
(gj Indirect cost rutc proposals ,  cost ul- 

locat ions p l a n s ,  otc. Paragraphs (g)(l) 
and (g)(2) of bhis section apply to the 
following; types of documents, and their 
supporting records: indirect, cost, ra.tci 
cornputathiis 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) I! s u b m i t t e d  lor n e g o t h t i o n .  If t h e  
recipient submits  t o  the Federal 
awarding agency or the subrecipient 
submits to  t h e  recipient the proposal, 
plan, or o ther  computation to form the 
basis for negotiation of the ra te ,  then 
the 3-year retentlon period for its sup- 
porting records starts on the date  of 
such submission. 

( 2 )  I/ not submi t t ed  .for nego t ia t ion .  If 
the recipient is not  required to submit  
to the Federal awarding agency or the  
subrecipient is not required to submi t  
to the recipient the proposal, plan, or 

OoplW O f  Such doClltY~ellt6. T h k  right; 
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01;) i e r  coni jiii t& on n egotiati o r  JIUIS- 
poses, I,lieIi the :&year reLenLion period 
lo r  (;he p r o l ~ ~ s a l ,  plan, or other coni- 
~~utaLioIi and i t s  supporting records 
s tar ts  at the  end of t h e  fiscal year (or 
oLIiei, accounting period) covered by 
Lhe proposal, plan, or otlier coni])ut;a- 
tion. 

~TERMlldATlOll’ AND ENFORCEMENT 

52llr.GO Purpose of terminntion and 

Sections 215.61 and 215.62 set  forth 
uniform suspension, termination and 

enforcement. 

Lhe Lerni~ and coiirll tions of an award,  
iyhetlie~’ sL;~I,ed jij a Federal staLu Le, 
regulat;ioii, assumlice, a~pplica t i  on, 01  
notice of award, t;he Federal awarding 
ryency niay, 111 additioii to iml)osing 
any of the s1,ecial conditions outlined 
in 521ci.14, ~ a k e  one or more of the fol- 
lowing z ~ c t i o n ~ .  as appropriste i n  the 
circumstances. 

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

12) Disallow (that i5, deny both use of 
enforcement procedures, funds and any applicable matching  

credit for) all or par t  of the cost of the 8 216.61 Termination. nctivity or action noL i n  compliance. 
(a) Awards may be terminated in (3) vihollg OS partly suspend or ter- 

whole or in par t  only i f  paragraphs minate  the current award. 
(a)(l), (2) or (3) of this section apply. (4) Withhold fur ther  awards for t h e  

(1) BJ the Federal awarding agency, 
if a recipient mater ia l ly  fails to  corn- (5) Take other remedies that may be 
plg with the terms and conditions of an 
award. (b) Hearings utid uppeak. In taking an 

(2) Bg the Federal awarding agency enforcement action, the  awarding 
with the consent of t h e  recipient, in agency shall provide the  recipient  an 
which case the two parties shall agree opportunity for hearing, appeal, or 
upon the termination conditions, in-  o ther  administrative proceeding t o  
cluding the effective d a t e  and, in the wllicli the recipient is ent i t led under 
case of partial terminat ion,  t h e  portion ally s ta tu te  01; regulation applicable t o  
t o  be terniinated. ... the  action involved. 
(3) By the recipient upon sending to  (c) Effects o/ S U S p E n s l O ? l .  und tenni- 

the  Federal awarding agency written 7zUiiU?l. Costs of a recipient resulting 
notification setting for th  the reasons from obligations incurred by t h e  re- 
for such termination, the effective cipient during a suspension or a f t e r  
date, and, i n  the case of partial termi- termination of an award a re  not allow- 
nation, the portion t o  be terminated. able unless the awarding agency ex- 
However, if Lhe Federal awarding agew pressly aiitl~orizes them in the not ice  
cy determines in the  case of partial of suspension 01’ termination or subse- 

. .  termination that  the reduced or modj- c l u e n t l ~ ~ .  OLher recipient costs  during 
fiecl portion o f  the  grant will not  ac- suspension or after bermination which 
complish Llle purposes for which the a r e  necessary and not; reasonably 
grant was made, it; may terminate the avoidable a re  allowalile i f  paragraphs 
grant  in lLs entireL3’ under  elLhcr para- 
graphs (a)(l) or (2) of  Lhis section. (1) The costs resull; iron] obl igat iuns 

(bJ If costs are allolved undei, an  M~IIICII were p~~operlg incurred by Glie re- 
award ,  the responsibillties of the re- ci~>j,iellt liefore the effective date of sus- 
ciiiienl I’CfWJ’Bd Lo i l l  5 216.71(a), iiicl ucl -  pelision 01’ termination, a re  not, i n  ail- 
ing those for properl;y n~anagemenl~ as ticipntioii of it, and in Lhe case of a Ler- 
~~i~i)Iicalilc, shall be considered in the niiI~atioii.  are  n o n c a n c e l l ~ ~ l ~ l e .  
l.erminal;ion of Lhe award ,  and p ~ ~ o v -  (2) T I I ~  COSLS would be ~ ~ l l o w s b l e  if 
8ioii shal1 be made for co~~l; inuing re- t],e ZLM’:LY~ were n o t  suspended 01’ ex- 
s~~onsibi l i t ies  of t he  recipienl  after ter- pired normally at the  end of t h e  111718- 

rnination, as a]q~i’o]~ri:~te. ing  period i n  which Llie t.ermiiiation 
takes  efiecl. 

Z 215,(;2 Erdorcement. ((1) RelcLlioxsIu’p lo deba.me?~f .  r ~ n d  sus- 
- (a) neirzedics /OI’ ?ioncoti~plia7rcc. .If a 1 % ~ -  . ~ ~ c ~ s j m ,  The enforcenien L relnedies 

cil~ieri t nxiterially fails t;o comply with identified iii tdiis sect;ion,- ~ii1clu(li11g 

project or program. 

legally available. 

(c)(l) al~d (2) 01 this section &pply. 

~ -. . .~. .~ . .. 

- .- - . . . - 
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sii~Ix:iislou and i,crmlna.l,lon, (10 rloL 
piv c; 111 (1 R a. rmipl on is from tie i rig s u t)iec 1, 
LO dobarmen t and r;uspcnslon under 
11: 0 . s  i2549 a n d  :2(i89 a n d  the Pedcral 
;i.v/;ir(Iing ajpncy Implemon ting reaula- 
~ J ( I I I S ;  (so(> !i 215.13). 

Subpart D-After-the-Award 
Requirements 

! i Z l r i . 7 0  Pi~rpmo. 
StxLlonr; 216.71 1;hroiigh 215.73 contatn 

::IOAOOU~ pimcoduros and other proce- 
CIU I” ~ O I .  ~ l U b R ~ ( ~ l 1 ~ 1 l 1  I; d lsallowancoc and 
atljristmon tc 

5 % I  6.71 CioHonul. prncedriros. 

f:~,) Ii.ocipients shall submit, within 90 
c:alcnclsr days aft,er the date of comple- 
tion of the award, all financial, Per- 
romance.  and other reports as required 
by t,he terms and conditions of the 
sward. The Federal a.warding agency 
nmg approve extensions when re- 
cJucsted b37 the recipient. 

(b)  Unless the  Federal awarding agen- 
c y  authorizes an extension. a recipient 
sliall liquidate all ohliKations incurred 
under the award not later than 90 cal- 
endar days af1;er the furtding period or 
1;hc date of c:ompletton as specified In 
t;hc berms and conditions of the award 
or In agency implementing lnstruc- 
tions. 

(c) The Federal awarding agemy 
shall make prompl; payments to a re- 
cipicnt, for allowable reimbursuble 
c;osts under the award being closed out;. 

(d) The recipient shall promptly re- 
fund any balances of unobligated cash 
t h a t  the Federal awarding agency has 
advanced or  paid and that  is no t  au- 
thorized to be retained by the recipient 
for use in other  projects. OMB Circular 
A-129 governs unreturned amounts that 
become delinquent debts. 

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

(f) The recipient shall account for 
any real and personal property ac- 
quired with Federal funds or received 
from the Federal Government In ac- 
cordance with $215.31 through 8 215.37. 

(6) In the event a final audit has not  
been performed prior to the closeout of 

2 CFR Ch. I1 (1-1-06 Edition) 

an :].ward, the Federal awarcli~ii:. ay:’crrcy 
shall retain the righl, b o  rt!(:ow:r aii ap- 
propriate amount sfter lul ly  (:orisid- 
cring the recomm~,nd:i,r;lori!: on rlis- 
allowed costs rosulting fronr !,I)(: Tina1 
a u d i t .  

6 215.72 Subeaqiimt iicl,iwtnicii!.fi rind 

(a) The  closeout; of a11 ihw;.I.rd tloc::; 1101. 
affect, any ol‘ I;he Collowlng: 

(1) Tho  right; of I;he Pcdcral ;i.wartl in(: 
agoncy t,o dl fiall o w costs ; ~ n d  roco vcv  
funds on tlic I ~ a n i s  of a. 1nl;ei. ;i,udIr, or 
ot,hor review. 

(2) The obliga.tlon of I;hc roolpiant, I ; o  
return any  funds due  as ;J. renult of 
later refunds, correctlons, or o ther  
Lransactions. 

mnbinuing rc:~~inI~~ihiliti(?ii.  

(3) Audit requirements in $216.26. 
(4) Property rr~anagement, require- 

ments in 8216.31 through $215.37. 
(5) Records retention as required in  

5 215.53. 
(b j  After closeout of an award, a rela- 

tionship created under an award mag 
be modified or ended in whole or in 
part with the consent of the  J~’etlera1 
awarding agency and the rf;(:ip~cnL, 
provided t h e  responsibilities of the re- 
cipient referred to In paragraph (&) 0 1  
this section. tnciudlng those for prop- 
erty management; as applicable. arc! 
considered and provisions niatlc for 
contlnulng responsibilities of the re- 
cipient, as appropriate. 
189 FR 2G201, May 11. 201)4. as amended at. 70 
PR 618111, hug. 31, 20051 

k: ZlG.73 
(a) Any funds paid to a recipient in 

excess of t h e  amount to which the re- 
cipient is finally determined to be ent i -  
tled under the terms and conditions of 
bhe award constitute a debt to the Fed- 
eral Government. If not paid within a 
reasonable period after the demand for 
payment, Lhe Federal awarding agency 
may reduce the  debt by paragraphs 
(a)(l), (2) or (3) of this section. 

(1) Making a n  administrative offset 
against o ther  requests for reimburse- 
ments. 

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

(3) Taking  other  action permitted by 
statute. 

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

Collection of amounts duc. 
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All contracts. awarded by a iwlpient In- 
cluding small purchases. sliall contalii Lhe 
iollovring provisions as applicable: 

1. Equal LhployineiLi Opportt~nit~/--hll con- 
tracts shall contain a provision requiring 
compliance wit11 E.O. 11246, “Equal Bmplog- 
ment Opportunity” (30 FR 12319. 12036. 3 
CPR,  196k1965 Conip., p 3391, as amended b y  
P.O. 11375, “Amending Executive Orde1’ 11246 
Relating to Equal Employment Oppor- 
tunity.” and as supplemented by regulations 
a t  41 CFR part 60, “OIfice of Federal Con 
tract Compliance Programs, Equal Eniplo~7- 
nient Opportunity, Department of Labor.” 

2. Copelaiid “Anti-Xickback“ Acl (18 U.S.C. 
874 arid 40 U.S.C. 276c)-All contracts and sub- 
grants In excess of $2000 for construction or  
repair awarded by recipients and subrecipi- 
ents shall include a provision io? compliance 
w l t h  the Copeland “Anti-I:iclcback” Act (10 
U.S.C. 8741, as supplemented by Department 
or Labor regulations (29 CFE part 2, “Con- 
tractors an6 Subcontractors on Public Build- 
ing or Public W o r k  Financed i n  Whole or in 
Part  by Loans or Grants  from the Unlted 
States”). The Act provides that each con- 
tractor or subrecipient shall be prohilifted 
from inducing, by any means. any person 
emploretl in the construction, completion, or 
repair of public work, t o  give up any part of 
t he  conipensation to which he is otherwise 
entitled. The recipient shall report all sus- 
pected 01’ reported violations to  the Federal 
awapding agency, 

3. Duvis-Bacoti Acl, us cuitorded (40 U.S.C. 
27Gn l o  ci-71-When required by Federal pro- 
gram legislxtion, all construction contracts 
awarrlerl hy the recipients and subrecipients 
of niore Lhan 52OUD shall include n provision 
ioJ, conipliance !viLh the Davis-Bacon Act (10 
U.S.C. 27Ga 1.0 a-7) and as sup])lemenLed by 
Depai’tnienI. o l  Labor regul:it~oiis (29 CPR 
par1 6 ,  ”Laboi, SLaiitlards Provlsions Applica- 
1111: Lo COIILI.:LCLS Governlng Federally Fi- 
~i,znced aiid Assisl.erl Construction”). Under 
this AcL, co~iL~act.ors shall be iwluired I.tr 11ay 
wages Lo 1;ibo~~crs r~i i t l  niechsnics at, a raLe 
nol. less Llian t h e  minlmuni viages specified 
i l l  8 W I L ~ L ‘  tI~?Lernii~iatioir 11i;ide IJ)! the Sec- 

of Lnl)oi. 111 addiLion, coiiLrscLors 
:jl iaIl  reqiiirerl Lo ]my wages not. less Lhan 
once a wcek. Tlic ~eclpienL slii~ll jdirce ?I CIJIIY 
of i;Iie ciirrcnt. prevailing  age tleLerniin;~l;lon 
issiied by Lite Dej~ai’tnieiiI. or Lalioi’ in each 
so1icitiiLi~111 iind the ; L V ; L ~ ~  of z cont i~~ct .  ;;hall 

- ~ - - -  . . . .. ~ 11e .co~~tlILio~ie~l ii]1~0ii Llie &cwj%ance. VI !lie 
wiig~  [le LeimiinaLlon. The recl pi en 1. sliall re. 

F7 

PI. 215, k p p .  k 

-purl.. all -sus]~ec~e~I 01’ ~ q i o r l u d  -~101i~tlon:; .Lo 
t l r  I: Federal awa~’tIi ng iigenca’ . 

4 .  CotIt.I.(LCf I~i’orl: tIfllcr.5 r ~ l l d  &L/ct?f ,SlfcndrLl’d.5 

ooliLmcLs awardad by iwi])ienk; IJ) excess of 
$%OD0 f o r  conslructlon contr;rcts a n d  in e x -  
cess of t260D 101. oLJier contr;t.cts Liiat, involve 
Llie eniploynienL or iiiecl~an~cs or lsboi%?rs 
shsll Include n provisjoii 101, conipliance w l t h  
sections 102 and 107 of the Contract W O I ’ ~  
Hours and Salety Standards Act (40 U.S.C. 
327-333). as supp)emented 113, Dej~artment of 
Labor regulat~ons (29 CPR pari. 6). U n d e r  sec- 
tion lo2 of the Act. each contractor shall I x  
requlred to  compute the wages or every me- 
chanlc and laborer on the basis or a standard 
work week or 40 hours. Work In excess of t h e  
standard work week is perniisslble provided 
that the worker is compensated at a rate of 
not less than 1% times the basic r a t e  of pa31 

A C f  (40 U.S.C. 327-.?.r3)--”1lore :1ppI1ciLble, LLll 

for all hours worked i n  excess or 40 liours in 
the work week. Section 107 of the Act is ap- 
plicable t o  constructlon work and provides 
that no laborel, or mechanic shall be required 
t o  work i n  surroundings or under working 
condltions which are unsanitary. hazardous 
or dangerous. These requirenlents d o  n o t  
apply t o  the purchases of supplies or niate- 
rials or articles ordinarily available on the  
open market, or contracts for transportation 
or transmission of Intelligence. 

5. Riglrts t o  Inventions Made Urrder (I Con- 
tract or Agrement-Contracts or agreements 
for the periornlance of ezperinie~ital, devel- 
opmental, or research work shall provide for 
the rights or the Federal Governnient and 
the recipient in any resulting invention in  
accordance wi th  37 CFR part 401, “Rights t o  
Inventions Made by Nonprofit Organizations 
and Small Business Firms Under Govern- 
ment Grants, Contracts and Cooperative 
Agreements,” and any implementing regula- 
tions issued by t he  awarding agency. 

6 .  Clean Air Acf (42 U.S.C. 7401 ei sey.) und 
the Federal M’ulei Pollutiott Control Act (33 
U.S.C. 1251 el seq.), us omoided-Contracts 
and suhgrants of aniounts in excess of 
S100,OOD shall contain a proldsion that, re- 
quirt?; the recipient to agree to comply wlt11 
all applicsble standards, orders 01’ regula- 
bions lssued pursuant. to Llie Clean Air Act 
(12 U.S.C. ‘7101 e( sec,.) and the Federal Water 
Pollution Co~iLrol AcL as aniencled (33 U.S.C. 
1261 el scg.). Violations shall 1)p. i~?po~%ed t o  
Lhe Ti’ederal a w ; ~ r d ~ n g  agency nnd Llie ne- 
gional Office of tlic! ?3nvi1~0nnicntal Protec- 
Lion Agency (BPA). 

1. Uj/rd A t ~ L i - L d i b v h g  Ar~~e t~dnrc~ t l  (31 U.S.C. 
1352J-Co1itr;~ctol’s Who ZLpJJIY OJ’ bid f O l ’  511 
ward of $100,000 or niori: shall flle Llie re- 
.luii*ed ce~~ll~icat lon.  Xaclr tier certilies t o  

ised Feder%I appropriated Iunrls t o  J I ~ J  any 

.emptinp Ltr inflocnce ;in LJ~IJCCJ, or  emj)loyee 
)I ;my agency, i: member or Congress, officer 
w‘Gnip7iiyec or Conm’cus, o r  aii enijiloyec or -a 

;he elel’ R1JOVe tllat. 11. Wjll 1101 511tl has IlOL. 

)C1‘SOlI 01’ 0r’gCLIl~Z;L~~~OlJ fOl’ ~J I f~ l l~ i lC l I l~  01’ SL- 



2 CFk Ch. I I  (1-1-06 Edliion) 

PARTS 216-219 [RESERVED] 

PART 220-COST PRINCIPLES FOR 
I NSTlTUTl ONS ED U C AT1 0 N AL 

(OMB CIRCULAR A-21) 

Sf!C 

2211.5 Purpose. 
: a O . l O  Scope. 
220.16 Policy. 
2211.20 hppllcablllty. 
2211.25 3MD responslblllties. 
22ll.311 Ti’oderal agency responsibllitles 
220.35 Effective date  of changes. 
220.40 Relationshlp to  previous Issuancc. 
220.46 Information contact. 
APPENDD: A T O  PART 220-PRINCIPLES FOR DE- 

TERMINING COSTS APPLICABLE TO GRANTS, 
CONTRACTS, AND OTHER AGREEMENTS WITH 
EDUCATIONAL INSTITUTIONS 

AUTHORITY: 31 U.S.C. 503; 31 U.S.C. 1111; 41 
U.S.C. 405; Reorganizatlon Plan No. 2 of 1970; 
1.0. 11541, 36 FR ~0737. 3 cm. i 9 ~ c i 9 7 0 ,  p. 
039. 

SOURCE: 70 Pn SLOOL, h u g .  31, 2005, unless 
otherwise noted. 

(j 220.6 Purpoue. 

This par t  establishes principles for 
determining costs applicable to  grants, 
contracts, and other agreements with 
educational institutions. 

i: 220.10 Soope. 
The principles I n  Lhis part. d t r a l  wlth 

the subject, of cost, det,errntna.l;ion, and 
mako 110 attamp:, ta Ldentifjr :;he c:lr.- 
cumstancos or dlct,ii.tx the cxI;cnl, of 
agency a i i t l  111:; t;1 1;u I;lonaI parl;i (:I p:i.l;l on 
in I;hc f l t i ;~nct i l~ of n part;lcular pro,icx:lJ. 
ptwvlr;lon f o r  piwfi I, o r  o t l w  11~~:rcnic~11t~ 
ahovc (:osI. Ls o!ll;sId[: t;he sc:opt: of  t ; h I f <  
part.. 

6 2220.15 l’olicy. 

T h e  prlnctples in thlr; part, a r c  (It!- 
signed L o  provide !;hat the F‘ecloral Gov- 
ernmenl; boar Its falr share of  Lotal 
costs, dot;ormined In accordance with 
generally acoeptsd accounting prin- 
ciples, except where restricted or  pro- 
hibited by law. Agencies are not  cx- 
pected to place additional restrictions 
on individual items of cost. The SUG- 
cessful application of cost accounting 
principles requires development of mu- 
tual understanding between represent- 
atives of educational institutions and 
of the Federal Government, as t o  their 
scope, implementatlon, and interpre!;a.- 
tion. 

6 22(1.20 

(a) All Federal agencies thai  sponsor 
refiearch and  development, training, 
and other work at. educational instttu- 
tions shall apply the provisions of h p -  
pendix A to this part in determining 
the costs incurred for such work. The 
principles shall also be used as a guide 
In the pricing of fixed price or lump 
sum agreements. 

(b) Each federal rgency that  awards 
defense-related contracts to a Peder- 
ally Funded Research and Development 
Center (PPPbDC) associated with an 
educational institution shall require 
the FFRDC to comply with the Cost 
Accounting Standards and with the 
rules and regulations issued bj7 the  
Cost Accounting Standards Board and 
set  forth in 47 CFP, part 99. 

4 220.26 OME responsibilities. 

R p p  i i  cnbi My. 

OMB is responsible for: 
(a) Issuing and maintaining (;he guid- 

ance in this par t .  
(b) Interpreting the policy requlre- 

ments in this par t  and providing assist- 
ance to ensure effective and efficient 
implementation. 

__ 
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SCEJEC?: Cost Principles foir k!oi~-?j-ofi t Urgani  z a t l o n s  

1.  P u r p o s e .  T1-ij.s Circular estaG1islte.s p r i n c i p l e s  f o r  determiniriy c o s t s  of 
g ran t s ,  con t r ac t s  arid other agreements w i t h  non-profit  o r g a n i z a t i o n s .  I t  d o e s  
not a p p l y  t o  colleges arid u n i v e r s i t i e s  w h i c l . ~  a r e  covered by O f f i c e  of Management 
and Budget (Ol\lE) Circular A-21, "Cost P r i n c i p l e s  f o r  Educational institutions "; 
S t a t e ,  l o c a l ,  and fedorallp-recognized Indian t r i b a l  governments which a r e  
covered by  0193 Circular A-87, " C o s t  P r i n c i p l e s  f o r  S t a t e ,  Local ,  and I n d i a n  
Tr iba l  Governments"; or h o s p i t a l s .  The  p r i n c i p l e s  a re  designed t o  p r o v i d e  t h a t  
t h e  Federal  Government bear i t s  f a i r  sha re  of costs except where r e s t r i c t e d  or 
proh ib i t ed  by law.  The p r i n c i p l e s  do not a t tempt  t o  p r e s c r i b e  t h e  e x t e n t  of 
cos t  shar ing or matching on g r a n t s ,  c o n t r a c t s ,  or other  agreements.  However, 
s u c h  cost  shar ing or matching s h a l l  not be accomplished through a r b i t r a r y  
l i m i t a t i o n s  on individual cos t  elements by Federal  agencies .  P r o v i s i o n  T o r  
p r o f i t  or  o the r  increment above c o s t  i s  o u t s i d e  the scope of t h i s  C i r c u l a r .  

2 - 
agencies f o r  non-profit organizat ions.  

Supersession. This  C i r cu la r  supersedes c o s t  p r i n c i p l e s  i s s u e d  b), i n d i v i d u a l  

3. App l i cab i l i t y  

a .  These pr inciples  s h a l l  be used by a l l  Federal agenc ie s  i n  d e t e r m i n i n g  
the  c o s t s  of work performed by non-profit  o rgan iza t ions  under gran ts ,  
cooperztive agreements, c o s t  reimbursement c o n t r a c t s ,  and o t h e r  c o n t r a c t s  i n  
which c o s t s  a r e  used i n  p r i c i n g ,  admin i s t r a t ion ,  or  s e t t l e m e n t .  All of t h e s e  
instruments a r e  hereaf ter  r e f e r r e d  t o  2s awards,  
awards under which an organizat ion i s  not r e q u i r e d  t o  account t o  t h e  Federal 
Government f o r  actual costs  i n c u r r e d .  

The p r i n c i p l e s  do not apply t o  

b .  All cos t  reimbursement subawards ( subgran t s ,  s u b c o n t r a c t s ,  etc. ) are  
subject  t o  those Federal cost  p r i n c i p l e s  a p p l i c a b l e  t o  t h e  p a r t i c u l a r  . 
organization concerned, Thus ,  if a subaward i s  t o  a non-p ro f i t  o r g a n i z a t i o n ,  
L '  u - c u o n  , t h e  
cost  p r i n c i p l e s  applicable t o  commercial concerns s h a i i  d p j i j ' ;  if 2 S~&a+axd 
t o  a college o r  university,  C i r c u l a r  A-21 s h a l l  apply ;  i f  a suhaward i s  t o  a 
S t a t e ,  l o c a l ,  os  iederally-recognized Indian t r i b a l  government, C i r c u l a r  2-87  
d i a l 1  apply. 



A t t a c h m e n t  A - Genera l  P r - i n c i p l e s  

A t t a c h m e n t  H - S e l e c t e d  i t e m s  of Cost  

A t t a c h m e n t  C - Non-Profi t  O r g a n i z a t i o n s  Not S u b j e c t  To This C i r c u l a r  

8 .  
t h i s  C i r z u l a r  *hen p e r m i s s i b l e  u n d e r  e x i s t i n g  l a w .  Hot!ever, i n  t h e  i n t e r e s t  of 
a c h i e v i n g  rr,ai:imum uniformity, e x c e p t i o n s  will I-)e pern:i'it?d on1.y i n  h i g h l y  
u n u s u a l  c i r c u m s t a n c e s .  

Requests f o r  e x c e p t i o n s .  OMB may g r a n t  e x c e p t i o n s  to  t h e  r e q u i r e m e n t s  of 

9.  E f f e c t i v e  D a t e .  The p r o v i s i o n s  of t h i s  C i r c u l a r  are e f f e c t i v e  immedia t e ly  
I m p l e m e n t a t i o n  s h a l l  be p h a s e d  i n  by i n c o r p o r a t i n g  t h e  p r o v i s i o n s  i n t o  riew 
a w a r d s  made a 5 t e r  t h e  stazt of t h e  o r g a n i z a t i o n ' s  n e x t  f i s c a l  year. ?Dr 
e x i s t i n g  awards, t h e  new p r i n c i p l e s  may be a p p l i e d  i f  an o r g a n i z a t i o n  and t h e  
c o g n i z a n t  Fnderal  agency a g r e e .  E a r l i e r  i m p l e m e n t a t i o n ,  o r  a d e l a y  i n  

AnACHMENT .... rr 
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4 ,  Hl locab le  cos ts  

a .  A cost  i s  a l l o c a b l e  t o  ir p a r t i c u l a r  c o s t  o b j e c t i v e ,  such  a s  a 
g r a n t ,  c o n t r a c t ,  project/  s e r v i c e ,  o r  o t h e r  a c t i v i t y ,  i n  accordance  w i t h  t h e  
r e l a c i v e  b e n e f i t s  r ece ived .  A c o s t  i s  a l l o c a b l e  t o  a F e d e r a l  award i f  i t  i s  
t r e a t e d  c o n s i s t e n t l y  wi th  o t h e r  c o s t s  i n c u r r e d  f o r  tfie same purpose in l i k e  
c i rcumstances  and i f  i t :  

(1) Is i n c u r r e d  s p e c i f i c a l l y  f o r  t h e  award 

(2) B e n e f i t s  bo th  t h e  award and o t h e r  work and can be 
d i s t r i b u t e d  i n  reasonable  p r o p o r t i o n  t o  t h e  b e n e f i t s  r e c e i v e d ,  o r  

( 3 )  Is necessa ry  t o  t h e  o v e r a l l  o p e r a t i o n  of t h e  o r g a n i z a t i o n ,  
a l though a d i r e c t  r e l a t i o n s h i p  t o  any p a r t i c u l a r  c o s t  o b j e c t i v e  c a n n o t  be shown. 

b.  Any c o s t  a l l o c a b l e  t o  2 p a r t i c u l a r  award o r  o t h e r  c o s t  object ive 
under t h e s e  p r i n c i p l e s  may n o t  be s h i f t e d  t o  o t h e r  F e d e r a l  awards t o  o~e rcome  
funding  d e f i c i e n c i e s ,  o r  t o  a v o i d  r e s t r i c t i o n s  impospd by law o r  by t h e  terms of 
t h e  award. 

5. Applicable c r e d i t s  

2 .  The term a p p l i c a b l e  c r ed i t s  r e f e r s  t o  t h o s e  r e c e i p t s ,  or  
r educ t ion  of expendi tures  which o p e r a t e  t o  o f f s e t  o r  r e d u c e  expense i t e m s  that 
a r e  a l l o c a b l e  t o  awards a s  d i rec t  o r  i n d i r e c t  c o s t s .  T y p i c a l  examples  of such  
t r a n s a c t i o n s  a re  : purchase  d i s c o u n t s ,  r e b a t e s  or  a l l o w a n c e s ,  r e c o v e r i e s  or  
indemni t i e s  on losses,  i n s u r a n c e  r e f u n d s ,  and a d j u s t m e n t s  of o v e r p a j m e n t s  or 
er roneous  charges .  To t h e  e x t e n t  t h a t  such c r e d i t s  a c c r u i n g  o r  r e c e i v e d  by t h e  
o rgan iza t ion  r e l a t e  to a l l o w a b l e  c o s t ,  t h e y  s h a l l  be  c r e d i t e d  t o  t h e  F e d e r a l  

- 5  a c o s t  r educ t io r i  or c a s h  r e fund ,  a s  a p p r o p r i a t e .  

b .  In some i n s t a n c e s ,  t h e  amounts r e c e i v e d  from the F e d e r a l  
Government t o  finance o r g a n i z a t i o n a l  a c t i v i t i e s  o r  s e r v i c e  o p e r a t i o n s  s h o u l d  be 
t r e a t e d  as app l i cab le  c r e d i t s ,  S p e c i f i c a l l y ,  t h e  concep t  of r ie t t i r ig  s u c h  c r e d i t  
items a g a i n s t  r e l a t e d  e x p e n d i t u r e s  s h o u l d  be a p p l i e d  by t h e  o r g a n i z a t i o n  i n  
deterraining the  r a t e s  or amounts t o  Ise cha rged  t o  F e d e r a l  awards f o r  s e r v i c e s  
reridered whenever t h e  f a c i l i t i e s  or o t h e r  r e s o u r c e s  used  i n  provI .ding s u c h  
sei-vi.ces have been finaliced d i r e c t l y ,  i n  wliole 01: i r i  p a r t ,  by F e d e r a l  f u n d s .  

c .  For r u l e s  c o v e ~ i n g  program income ( i .  e .  , gross inconie e a r n e d  
from f e d e l ~ a l l y - s u ~ ~ p o r t e d  a c t i v i t i e s )  see S e c .  _ .  24 o f  Off i c e  of h n a g e n i e n t  a n d  
Budge t  (OME) C i rcu la r  A-l? 0, "Uniform k d r n i n i s t r a t i ~ e  Requi rements  f o r  G r a r i t s  and 
Agr-eements w i t h  I n s t i t u t i o n s  of Higher  E d u c a t i o n ,  H o s p i t a l s ,  and O t l i e r  Non- 
P r o f i t  Organ iza t io r~s .  " 



c, Wtien 3 F'c!dc:ra.l aqc.rjc:y provJ des tl.ii.s ~ J . e } ~ i t ) ~ L . l ~ . i ~ . ~ / ,  i l ~ i  a 
p r e r e q u i s i t e  t o  a S t a t e ' s  e x e r c i s i n g  th i s  o p t i o n ,  a S t a t e  m u s t  adopt . i t s  owri 
w r i t t e n  F i s c a l  and a d m i n i s t r a t - i v e  requi rements  for expending arid accoumtirig fc)r 
a i  .l f u n d s ,  which a r e  con.r,.i.s~tent w j  t h  the p r o v i s i o n s  of  OMB Circular PS-Ci, arid 
e x t n r i d  such, po1ic.ic.s to a l l  s u b r e c i p i  e n t s .  T h e s e  fiscal arid a d m ~ n i ~ t r ~ i t ~  vo 
r e q u i r e m e n t s  m u s t  be sufficiently s p e c i f i c  t o  e n s u r e  tha t :  funds are  used i r i  

compliance w i t h  all app1.j.cabl.e Fede ra l  s t a t u t o r y  a n d  regulatory p rov i s ions ,  
costs are r e a s o n a b l e  arid necessa ry  f o r  o p e r a t i n g  t h e s e  programs, arid furids a r e  
n o t  b e  u s e d  f o r  g e n e r a l  expenses  r e q u i r e d  t o  c a r r y  o u t  o the r  r e s p o n s i b i l i t i e s  of 
a S t a t e  or  i t s  s u b r e c i p i e n k s .  

B .  Direct Costs 

1. Direct c o s t s  a r e  those t h a t  can be i d e n t i f i e d  s p e c i f i c a l l y  w i t h  a 
particular f i n a l  c o s t  o b j e c t i v e ,  i .  e .  , a p a r t i c u l a r  award, p r o j e c t ,  s e r v i c e ,  o r  
o t h e r  d i r e c t  a c t i v i t y  of an o r g a n i z a t i o n .  However, a cost  may n o t  be  ass igned  
to an award as  a d i r e c t  c o s t  if any other c o s t  i n c u r r e d  for t he  same purpose, i r i  

l i k e  c i rcurns tance ,  h a s  been a l l o c a t e d  t o  an  award as an i n d i r e c t  c o s t .  Costs 
i d e n t i f i e d  s p e c i f i c a l l y  with awards a r e  d i r e c t  c o s t s  of t h e  awards and a r e  t o  be 
a s s i g n e d  d i r e c t l y  t h e r e t o .  Costs  i d e n t i f i e d  s p e c i f i c a l l y  with other f i n a l  c o s t  



4 .  The c o s t s  of a c t i v i t i e s  performed p r i m a r i l y  as  a s e r v i c e  to mernf3prs, 
c l i e n t s ,  01- t he  general  p u b l i c  when s i g n i f i c a n t  and n e c e s s a r y  t o  t h e  
o r g a n i z a t i o n ' s  mission m u s t  be t r e a t e d  a s  d i r e c t  c o s t s  whether  o r  n o t  a l l owab le  
and be a l l o c a t e d  an e q u i t a b l e  s h a r e  of i n d i r e c t  c o s t s .  Some examples of  t h e s e  
types  of a c t i v i t i e s  i n c l u d e :  

a .  Miaintenance of membership r o l l s ,  s u b s c r i p t i o n s  , p u b l i c a t i o n s ,  
and r e l a t e d  func t ions .  

b .  Providing s e r v i c e s  and in fo rma t ion  t o  members, l e g i s l a t i v e  01 
a d m i n i s t r a t i v e  bodies ,  or t h e  p u b l i c ,  

c .  Promotion, lobbying ,  and o t h e r  forms  of p u b l i c  r e l a t i o n s .  

d .  Meeerings and confe rences  e x c e p t  t h o s e  h e l d  to conduct  t he  
gene ra l  adminis t racion of t h e  o r g a n i z a t i o n .  

e .  I"iinrenance, p r o t e c t i o n ,  and i n v e s t m e n t  of s p e c i a l  funds r ioi  
used i n  operarrion of i h e  o r g a n i z a t i o n .  

i. Adminis t ra t ion  of group b e n e f i t s  on b e h a l f  of members o r  
c l i e n t s ,  inc luding  l i f e  and h o s p i t a l  i n su rance ;  a n n u i t y  o r  r e t i r e m e n t  p lans  , 
f i n a n c i a l  a i d ,  e t c .  

C. I n d i r e c t  Costs 

1. I n d i r e c t  costs a r e  t h o s e  t h a t  have 13eeri i n c u r r e d  f o r  comnion o r  j o i n t  
o b j e c t i v e s  and cannot lie r e a c l i l y  i d e n t i f i e d  w i t h  a p a r t i c u l a r  f i n a l  c o s t  
o b j e c t i v e .  Direct  cos t  o f  minor amounts may be t r e a t e d  a s  i n d i r e c t  c o s t s  uncler 
t h e  c o n d i t i o n s  descri1:)ed i n  subparagrap]-,  E .  2 ,  .?!iter d i rec t  costs liave been 
determined ancl ass igned d i r e c t 1  y t o  akJards o r  o t h e r  w o r k  2s  a p p r o p r i a t e ,  
i n d i r e c t  costs a r e  those  remain ing  t o  he a l l o c a t e d  t o  b e n e f i t i n g  c o s t  
ob jec t i . ves .  ?, cost may not be all.ocairc-.d t o  ari award a s  aii i n d i r e c t  c o s t  i f  a n y  
o t h e r  c o s t  incur red  for t h e  same purpose ,  i n  l i k e  c i r c u m s t a n c e s ,  h a s  beer] 
assj-gried t o  an award as a d i r e c t  c o s t .  

9 . 



e .  The base poriocl for the allocation '35 mdirec t  casts is the 
period in which such costs are incurred and accumulated for allocation to wozk 
performed. i n  that period. 
organization's fiscal year  b u t ,  in any event, shall be so se l ec t ed  as t o  avcid 
inequities in -,he allocation of the c o s t s .  

. The base period normally should  coincide With t h e  

2 .  Simplif ied.  a l l o c a t i o n  method. 

a .  Where an organiza.tion's major functions benefit from its 
indirect costs to approximately the same degree , the a l l o c a t i o n  of indirect 
costs may be accomplished by (i) separating the organization's total cos ts  for 
che base period as either direct or indirect, and (ii) dividing the total 
allowable indirect costs (net of a.pplicable credits) by an equitable 

10 ,b.TTkCH M ENT 
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C .  Tlie distributio~i b a s e  may be t o t a l  d i r e c t  c o s t s  (e ; :c luding 
capital  expenditures and o t h e r  d i s t o r t i n g  i t ems ,  such a s  m a j a  s u b c o n t r a c t s  o r  
SUbgrant5) ,  d i r e c t  s a l a r i e s  arid wages, 01- o t h e r  base w h i c h  r e s u l t s  i n  an 
e q u i t a b l e  d i s t r i b u t i o n ,  The d i s t r i b u t i o n  b a s e  s h a l l  g e n e r a l l y  e x c l u d e  
p a r t i c i p a n t  support c o o t s  a s  d e f i n e d  i n  paragrapkr 32 of Attachment E .  

d .  Except where 2 special  r a t e ( s )  is r e q u i r e d  i n  a c c o r d a n c e  w i t b  
subparagraph 5, the i n d i r e c t  c o s t  r a t e  developed under  t h e  above p r i n c i p l e s  i s  
a p p l i c a b l e  t o  a l l  awards a t  the o r g a n i z a t i o n .  If a s p e c i a l  r a L e ( s )  i s  r e q u i r e d ,  
appropriate modif ica t ions  s h a l l  be made in o r d e r  t o  deve lop  t h e  s p e c i a l  r a t e  (s) . 

e .  For a n  o r g a n i z a t i o n  t h a t  _rocpives more t h a n  $ 1 0  m i l l i o n  i n  
Fede ra l  funding of d i r e c t  c o s t s  i n  a f i s c a l  y e a r ,  a b r e a k o u t  of t he  i n d i r e c t  
cost component i n t o  two broad c a t e g o r i e s ,  F a c i l i t i e s  and  A d m i n i s t r a t i o n  as 
d e f i n e d  i n  subparagraph C . 3 ,  i s  r e q u i r e d .  The r a t e  i n  each  case  s h d l  be s t a t e d  
25 t h e  percentage which t h e  amount of the p a r t i c u l a r  i n d i r e c t  c o s t  c a t e g o r y  
(i . e .  , F a c i l i t i e s  o r  A d m i n i s t r a t i o n )  i s  of the d i s t r i b u t i o n  base  i d e n t i f i e d  w i t h  
t h a t  ca t egory .  

3 .  Multiple a l l o c a t i o n  b a s e  method 

a .  Gene ra l .  Where an o r g a n i z a t i o n ' s  i n d i r e c t  c o s i s  b e n e f i t  i t s  
m a j o r  funcr ions  i n  va ry ing  degrees, i n d i r e c t  c o s t s  s h a l l  be  accumula t ed  i n t o  
s e p a r a t e  cos t  groupings,  as  d e s c r i b e d  i n  subparagraph  b .  Each  g r o u p i n g  s h a l l  
then  be a l loca ted  i n d i v i d u a l l y  t o  b e n e f i t t i n g  f u n c t i o n s  by means of a base which  
b e s t  me_asurPs the  r e l a t i v e  b e n e f i t s .  The d e f a u l t  a l l o c a t i o n  bases by cost  pool 
are desc r ibed  i n  subparagraph c .  

1;. I d e n t i f i c a t i o n  of i n d i r e c t  costs.  C o s t  g roup ings  shal l  be 
- F s o T - i t  ti-ion - o f  e ach q roup ing  o n  t h e  b a s i s  o f  

b e n e f i t s  provided t o  t h e  major f u n c t i o n s .  Each group ing  s h a l l  c o n s t i t u t e  a pool 
of expenses  t h a t  a r e  of l i k e  c h a r a c t e r  i n  terms of f u n c t i o n s  they l x n e f i t  and i n  

. t e rms  of the  a l l o c a t i o n  b a s e  which best nieasures  t h e  r e l a t i v e  b e n e f i t s  pLTirid€?d 
tc) each fur ic t ion.  The groupings a r e  c l a s s i f i e d  w i t h i n  t he  two broad c a t e g o r i e s :  
" F a c i l i t i . e s "  and " h d m i n i s t r a t i o n ,  I '  as  ciescrilsed in :iu!qmrayrapli C . 3 .  The 
i r r d i r e c t  cost  pools a r e  def ined a s  f o l l o v s :  

(1) I ) ep rec i a t ion  arid u s e  a l i o w a i ~ c e s .  The expenses  u n d e r  this 
Iieadirig a r e  t h e  p o r t i o n  of t h e  cos t s  of t h e  o r g a n i z a t i o n  ' s b u i l d i n g s ,  c a p i t a l  
improvements t o  l a r id  and b u i l d i n g s ,  arid equipment which a r e  comJ3uted i n  
accordance  w i t h  ];aragraph 11 of A t t a c h n i e n t  B ( " D e p r e c i a t i o n  arid u s e  
allowaiices") . 



c, AJ.Ic~cat.ton b a s e s ,  A c t u ; l l  corid.j.tions shall be taken i n t o  accouri:, 
in s o l e c t i n g  t h e  base  t o  bo used i n  a l l o c a t i r i g  the expenses i n  each grouping ;o 
b e n e f i t t i n g  f u n c t i o n s .  The e s s e n t i a l  s o ~ i s i d e r a t l o r i  in se l ec t ing  a method 01: t! 

base i s  t h a t  i t  i s  t h e  one bes t  suited f o r  a s s i g n i n g  ?ne pool of costs t o  c o s t  
objectives i n  accordance w i t h  b e n e f i t s  derived; a t r aceab le  cause and e f f e c t  
r e l a t i o n s h i p ;  or l o g i c  and reason, where n e i t h e r  The cause nor the  e f f e c t  of t h e  
r e l a t i o n s h i p  i s  de t e rminab le .  When an a l l o c a t i o n  can be made by assignment of a 
Cos t  grouping  d i r e c t l y  to t h e  f u n c t i o n  b e n e f i t e d ,  t h e  a l loca t ion  shall be mad.e 
i n  t h a t  manner. Whon t h e  expenses i n  a c o s t  g roup ing  are more genera l  i n  na ture ,  
t h e  allocation shall he made through the use of a se l ec t ed  base w h i c h  p r o d u c s  
r s s u l t s  t h a t  a r e  e q u i t a b l e  t o  both the  Federa l  Government and t h e  o r g a n i z a t i o n .  
The d i s t r i b u t i o n  s h a l l  be made i n  accordance  wi th  t h e  bases descr ibed  herein 
u n l e s s  i t  can be demonstrated t h a t  the  use  of a d i f f e r e n t  base would r e s u l t  i n  a 
more e q u i t a b l e  a l l o c a t i o n  of tne c o s t s ,  o r  t h a t  a m o r e  r ead i ly  a v a i l a b l e  base 
would not i nc rease  t h e  c o s t s  charged t o  sponsored  awards. The r e s u l t s  of 
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( c )  Depreciation or u s e  allowances on b u i l d i n g s ,  c a p i t a l  
improvemenzs and equipment r e l a t e d  space ( e .  9 ,  , i n d i v i d u a l  rooms, and 
l a b o r a t o r i e s )  used  j o i n t l y  by more than one funct ion ( a s  determined JJY t h e  users 
of the space) s h a l l  he t r e a t e d  a s  follows. The cost of  each j o i n t l y  used  u n i t  
o f  space sha l l  be a l located t o  t he  b e n e f i t t i n g  f u n c t i o n s  on t h e  basis of: 

( i )  t h e  employees and o t h e r  users  on a f u l l - t i m e  
equivalent  (FTE) bas i s  o r  s a l a r i e s  and wages of  those i nd iv idua l  f u n c t i o n s  
b e n e f i t t i n g  from t h e  use of t h a t  space;  o r  

(ii) organization-vfide employee P E S  o r  s a l a r i e s  
and wages applicable t o  t h e  b e n e f i t t i n g  functions of the o r g a n i z a t i o n .  

( d )  Depreciation or  use  allowances on c e r t a i n  cap i - l a l  
improvements t o  land, such 2s paved pa rk ing  a reas ,  f e n c e s ,  sidewalks,  and t h e  
l i k e ,  not included i n  t h e  cos t  of buildings, s h a l l  be z l l o c a t e d  t o  user 
c a t e g o r i e s  on a -WE basis and d i s i r i b u t e d  t o  m a j o r  f u n c t i o n s  i n  p r o p o r t i o n  to 
the  s a l a r i e s  and wages of a l l  employees app l i cab le  t o  t h e  f u n c t i o n s .  

( 2 )  i n t e r e s t .  I n t e r e s t  c o s t s  s h a l l  be a l l o c a t e d  i n  t h e  same 
manner a s  t h e  depreciation or use al lowances on t h e  b u i l d i n g s ,  equipment and  
c a p i t a l  equipments t o  which the i n t e r e s t  r e l a t e s .  

( 3 )  Operation and maintenance expenses.  Operation and 
maintenance expenses s h a l l  be a l l o c a t e d  i n  t h e  same manner a s  t he  d e p r e c i a t i o n  
arid u s e  allowances. 

(4) G e n e r a l  a d m i n i s t r a t i o n  arid yerieral expenses.  benerdi  . .  

adminis t ra t ion and g e n e r a l  expenses s h a l l  be a l l o c a t e d  t o  b e n e f i t t i n g  f u n c t i o n s  
I ~ s e d  on modified t o t a l  d i r e c t  c o s t s  (LVITDC) , as described i n  subparagraph D. 3 .  f . 
The expenses iricluded i n  t h i s  category could be grouped f i rs t  acco rd ing  t o  m a j o r  
func t ions  of t h e  organization to which L k J e y  render  s e r v i c e s  or p rov ide  I x n e f i t s  . 
T I ie  acjgregate  expmses of each group s h a l l  then be t:llocateci t o  b e n e f i t t i n g  
f U r l C t i O l I S  based OTJ IUITDC. 

d . Order of d i s t r i b u t i o n .  



4 .  U i roc t  a l l o c a t i o n  method 

a .  Some non-p ro f l t  o r g a n i z a t i o n s  t r e a t  a i !  costs as  d i z ~ e t  c o s t s  
except gene ra l  a d m i n i s t r a t i o n  and g e n e r a l  expenses .  These o rgan iza t ions  
g e n e r a l l y  separa te  their c o s t s  i n t o  t h r e e  b a s i c  ca . tego r ies :  !i) General  
a d m i n i s t r a t i o n  and g e n e r a l  expenses ,  ( i i )  f u n d r a i s i n g ,  and  (iii) o t h e r  d i r e c t  
f u n c t i o n s  ( inc lud ing  p r o j e c t s  perfocmed under Fede ra l  awards) . J o i n t  c o s t s ,  
such  2 s  rJepreciatj.ori, r e n t a l  c o s t s ,  o p e r a t i o n  and maintenance of f a c i l i t i e s ,  
t e l e p h o n e  expenses, and the  l i k e  a r e  p r o r a t e d  i n d i v i d u a l l y  as d i r e c t  costs t o  
each ca tegory  arid t o  each a.ward or o t h e r  a c t i v i t y  using a bas? most appropr ia te  
t o  t h e  particular c o s t  being p r o r a t e d .  

b .  This method i s  a c c e p t a b l e ,  provided each j o i n t  c o s t  I s  prora ted  
u s i n g  a base which a c c u r a t e l y  measures  t h e  b e n e f i t s  provided t o  each award or  
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c .  LJ]lae]- L l l l r :  rllelljod, i l s d i ~ e c t  cost5 C 0 l l S i . S t  ! 2 : : C r l U S j  'Jkl )' O f  ~ ~ l ? l ~ l ~ I d ~  

a d m i I i i s t r a L j o ~ ~  alld yellel-;l.j e;:pei~ses, a l l  c,tlter I ' E S J J ~ C L S ,  ~ J i e  o r q a l ? i z a t i . o r i  ' s 
i n d i r e c t  cost  r a t e s  s l l h i l  be computed i n  t] le same ~ria~ilier a s  t trat  d e s c r l l i ~ c l  l r i  

SUbJJardgl~ajl~~l 2 , 

5 ,  Special  i r i d i r e c t  c o s t  r a t e s ,  1.n some i n s t a n c e s ,  a single i n d i r e c t  
c o s t  r a t e  f o r  a l l  activities of a n  ol-gani-at ior i  o r  f o r  eacli m a j o r  f u n c t i o n  of 
t h e  organization rnay n o t  be a p p r o p r i a t e ,  sirice i t  would not t a k e  i n t o  a c c o u n t  
tlrose d i f f e r e n t  f a c t o r s  w h i c l i  may s u b s t a n t i a l l y  a f f e c t  the i n d i r e c t  c o s t s  
appl l ical i le  t o  a pa rE icu ia r  segment of work. For t h i s  purpose ,  a p a r t i c u l a r  
Segment  of work may be t h a t  performed under  a s i n g l e  award or i t  may c o n s i s t  of 
worl: und.1- a group o f  awards  performed i n  a common envi ronment .  
m a y  i n c l u d e  t h e  phys i ca l  l o c a t i o n  of t h e  w o r k ,  t h e  l eve l  of a d m i n i s t r a t i v e  
Suppor t  required,  t h e  na tu re  of t h e  f a c i l i t i e s  o r  o t h e r  r e s o u r c e s  employed, 
s c i  en t i f  i c d i  s c i p  1 i n e s or t ec  hn i  c.31 s ). i 1 1 s i n  v ol v e d , t 1-1 e organ i z a t i o n  a 1 
ar rangements  used, o r  any combinat ion t h e r e o f .  When a p a r t i c u l a r  s e g m e n t  of 
w o r k  i s  performed i n  a n  environment which appears  t o  g e n e r a t e  a s i g n i f i c a n t l y  
different l eve l  of i n d i r e c t  c o s t s ,  p r o v i s i o n s  should  be made for  a separa te  
i n d i r e c t  cost  pool a p p l i c a b l e  to such  w o r k .  
s h o u l d  be developed du r ing  t h e  c o u r s e  of t h e  r e g u l a r  a l l o c a t i o n  process, 
s e p a r a t e  i n d i r e c t  c o s t  r a t e  r e s u l t i n g  the re f rom shou ld  be used, p r o v i d e d  it i s  
de te rmined  t h a t  (i) t h e  r a t e  d i f f e r s  s i g n i f i c a n t l y  f rom t h a t  whish would  h a v e  
been  obtained under subparagraphs 2 ,  3, and 4 ,  and (il) t h c  ~ 7 0 1 m e  of  w o r k  t o  
which the  r a t e  would apply i s  m a t e r i a l .  

These  f a c t o r s  

the 

The separate i n d i r e c t  cost pool 
a n d  t h e  

15 

E .  Negot ia t ion  and Approval of I n d i r e c t  Cost R a t e s  
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1. Defin i t ions .  As used i n  this s e c t i o n ,  t h e  f o l l o w i n g  Lerms h a v e  t h e  
meanings s e t  
f o r t h  below: 

a .  Cognizant agency means the Federa l  agency  r e spons i l s l e  for 
n e g o t i a t i n g  and approving i n d i r e c t  cost r a t e s  f o r  a n o n - p r o f i t  O r g a n i z a t i o n  on  
b e h a l f  of a l l  Federal  agenc ie s .  

b. Q r n A o t p , -  null l .Cl ' ? - a t @  m e a  n s  an i n d i r e c t  c o s t  r a t e ,  appl icable  t o  a 
1,. I L L .  --- 

s p e c i f i e d  current  or f u t u r e  p e r i o d ,  u s u a l l y  t h e  o r g a n i z a t i o n ' s  tlscal y e a r .  i i ~ e  
r a t e  1.5 based on an e s t i m a t e  of t h e  costs t o  be i n c u r r e d  du r ing  t h e  pe r iod .  z! 
prede termined  r a t e  i s  not subject to a d j u s t m e n t .  
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( 3 )  Cost:; of conduct ing  g e n e r a l  l i a i s o n  w i t h  news niedta and 
gove rnmen t  publ ic  r e l a t j . o r i s  o f f i c e r s ,  
l i m i t e d  to communication and l i a i s o n  n e c e s s a r y  keep  th? p u b l i c  informed on 
m a t t e r s  of p u b l i c  concern, 
f i n a n c i a l  mat te rs ,  e t c .  

to  t h e  e x t e n t  that such a c t ]  v j . t i e s  a r e  

s u c h  as n o t i c e s  of F e d e r a l  con t r ac t /g ran t  awards ,  

20 
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Ib) Costs of meet ing  rooms, h o s p i t a l i t y  sui tes ,  and o t h e r  
special  f a c i l i t i e s  used  i n  con junc t ion  w i t h  shows and  o t h e r  s p e c i a l  e v e n t s ;  a n d  

( c )  S a l a r i e s  and wages of employees engaged in s e t t i n g  up arid 
d i s p l a y i n g  e x h i b i t s ,  making demons t r a t ions ,  and p r o v i d i n g  b r i e f i n g s ;  

( 3 )  Costs of promotional  items and memorab i l i a ,  i n c l u d i n g  models, 
g i f t s ,  and souveni rs ;  

(4) COSLS of a d v e r t i s i n g  and p u b l i c  r e l a t i o n s  des igned  s o l e l y  to 
promote r h e  nori-proii t  o r g a n i z a t i o n .  

2 .  Advisory Counci ls  

costs  incur red  by advisory  c o u n c i l s  01 commit tees  are  a l lowable  a s  a di rec t  cost 
where authorized by t h e  Federal awarding  agency o r  3s an i n d i r e c t  cost: where  
a l l o c a b l e  i o  Federa l  awards. 

3 .  Alcohol ic  l~eve rages ,  Cos ts  of a l c o h o l i c  b e v e r a g e s  a r e  una l lowab le  

4 .  Audi t  cos t s  and r e l a t e d  s e r v i c e s  

a The costs of a u d i t s  r equ i r ed  b y  , and per formed i n  accordance with,  t h e  
~ A g U d i t  Act, a s  implemented by C i r c u l a r  A - 1 3 3 ,  "Audi t s  of S t a t e s ,  L o c a l  

. Also see 31 USC Governments, and I\lon-Prof i t  OrgariizaCi- 
7505 (11) and s e c t i o n  230 ( " A u d i t  costs") of C i r c u l a r  A - 1 3 3 .  

I - r  
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( - 3 )  C i m r g e s  to awards whether  t r e a t e d  a s  d i rec t  01 Lridirect  c o s t s  
a r e  determined and s u p p o r t e d  as r e q u i r e d  i n  t h i s  pa-ragiaph.  

c. Reasonableness .  

(1) When t h e  o r g a n i z a t i o n  i s  p r e d o m i n a n t l y  engaged. i n  a c t i v i t i e s  
o t h e r  than those spgrisored by t h e  F e d e r a l  Government,  c3mpensation f o r  employees 
o n  f e d e r a l l y - s p o n s o r e d  work w i l l  be c o n s i d e r e d  r e a s o n a b l e  t o  t h e  e x t e n t  t h a t  i t  
i s  c o n s i s t e n t  w i t h  t h a t  p a i d  f o r  s i m i l a r  work in t h e  o r g a n i z a t i o n ' s  o t h e r  
a c t i v i t i e s .  

( 2 )  When t h e  o r g a n i z a t i o n  i s  p r e d o m i n a n r l y  engaged  i n  f e d e r a l l y -  
s p o n s o r e d  a c t i v i t i e s  and i n  cases where t h e  kind of omployees r e q u i r e d  f o r  rhe 
F e d e r a l  a c t i v i t i e s  a . 1 ~  n o t  found i n  t h e  o r s a n i z a t i o n ' s  o t h e r  a c t i v i t i e s ,  

22 r 



( 1 )  Compensation ~ C J  n~ernlJers of I - I ~ I I - p r o f i t  o i : g a ~ i i . z a t i o ~ i s ,  t r u s t e e s ,  
c l ixec tors ,  a s s o c i a t e s ,  o f f i c e r s ,  or t h e  immediate fanlilies ' i l i~ reo i .  
Determination should be made t h a t  such  c o m p n s a t l  on is reasona) j le  f 01 t h e  a c t u a l  
pe r sona l  s e r v i c e s  rerrdered r a t h e r  t h a n  a d i s t r i b u t i o n  of e a r n i n g s  in e x c e s s  of 
c o s t s .  

(2) Any change i n  an o r g a n i z a t i o n ' s  compensat ion p o l i c y  r e s u l t i z i c j  in 
a s u b s t a n t i a l  i n c r e a s e  i n  t he  o r g a n i z a t i o n  I S  l e v e l  of compensat ion,  p a r t i c u l a r l y  
when i t  was concurren t  w i t h  an  i n c r e a s e  i n  t h e  r a t i o  of Federa l  awards  t o  o r h e r  
a c t i v i t i e s  of the o rgan iza t ion  o r  any change i n  t h e  t r ea tmen t  of a l l o - w a b i l i t p  of 
S p e c i f i c  t y p e s  of Compensation due  t o  changes i n  F e d e r a l  p o l i c y .  

e .  Uriallowable c o s t s .  Costs which a r e  u n a l l o w a b l e  under O t h e r  p a r a g r a p h s  
of t h i s  ALCachment shall not  be a l l o w a b l e  under t h i s  paragraph  s o l e l y  on the 
basis tha t  t hey  c o n s t i t u t e  p e r s o n a l  compensat ion.  

f. Overtime, ex t ra -pay  shift, and m u l t i - s h i f t  p r e m i u m s .  P r e m i u m s  for 
overt ime,  extra-pay s h i f t s  , and m u l t i - s h i f t  work a r e  a l lowab le  o n l y  w i t h  t h e  
p r i o r  approval of t h e  awarding agency  excep t ;  

( 1 )  When necessary  t o  cope  with emergenc ie s ,  s u c h  25 t hose  r e s u l t i n g  
frctm acc idents ,  na t .u ra l  d i s a s t e r s  , breakdowns of equipment ,  or o c c a s i o n a l  
o p e r a t i o n a l  b o t t l e n e c k s  of a s p o r a d i c  n a t u r e .  

( 2 )  When employees a re  performing i n d i r e c t  f u n c t i o n s ,  s u c h  2 s  
admin i s t r a t ion ,  maintenance, or a c c o u n t i n g .  

( 3 )  I n  t h e  performance of t es t s ,  l a b o r a t o r y  p rocedures ,  01- other  
s i m i l a r  opera t ions  which a r e  c o n t i n u o u s  i n  n a t u r e  and cannot  r e a s o n a b l y  n e  
i n t e r r u p t e d  or o t h e m i s e  comple ted .  

( 4 )  When lower o v e r a l l  c o s t  t o  tlie F e d e r a l  Government w i l l  r e s u l t .  

9 .  F r i n g e  b e n e f i t s .  

(1 )  Fr inge  b e n e f i t s  i n  t h e  form of r e g u l a r  compensat ion p s i d  t o  
employees d u r i n g  pe r iods  of a u t h o r i z e d  absences from t h e  job, s u c h  a s  v a c a t i o n  
ieal le ,  sick l e a v e ,  m i l i t a r y  l e a v e ,  and the  l i k e ,  a r e  a l l o w a b l e ,  prOT7ideo' such 
c o s t s  a re  a J ~ s o r b &  )I)/ a l l  o r g a n i z a t i o n  a c t i v i t i e s  i n  proportion t o  t h e  r e l a t i v e  
arriount of L ~ J W  ox: e f f o r t  a c t u a l l y  devoted t o  each,  



(d) The costs assigned t o  a g iven  fiscal y2a.r  a r e  funded for  
all p l a n  participants w i t h i n  six months after the end o f  t h a t  year. However, 
i n c r e a s e s  to normal and p a s t  s e r v i c e  pens ion  c o s t s  caused b y  a d e l a y  i n  funding 
the a c t u a r i a l  liability beyond 30  days a f t e r  each qua r t e r  o f  the year  to wtiicki 
such  c o s t s  are assignable are unallowable. 

( 2 )  Pens ion  p l a n  t e rmina t ion  i n s u r a n c e  premiums pa id  pursuant t o  ttie 
Smployee Ret i rement  Income S e c u r i t y  A c t  ( E R I S A )  o f  1974 (Pub. L .  93 -406)  a re  
allowable. Late  pajment charges on such premiums a r e  una l lowab le .  
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k. Sevei:ance pay, 
(1) Severance pay,  a lsci  Comrnori1y r e f e r r e d  t o  a s  d i s m i s s a l  wages,  is 

a paJmient i n  addi t ior i  t o  r e g u l a r  s a i a r i $ s  arid wages, b), o r y a n i z a t i o l l s  t o  worl:ers 
whose emplo_yment is  being t e r m i n a t e d .  Costs  of s e v e r a n c e  pay  a r e  all.owab3.e on ly  
to the exten t  t h a t  i n  each c a s e ,  it i s  r e q u i r e d  by 

( a )  law, 
(b) employer-employee agreement ,  
( c )  e s t a b l i s h e d  p o l i c y  t h a t  c o n s t i t u t e s ,  i n  e f f e c t ,  a n  i m p l i e d  

( d )  c i r cums tances  of t h e  p a r t i c u l a r  employment. 
agreement on the  o r g a n i z a t i o n ' s  p a r t ,  o r  

( 2 )  C o s t s  of s eve rance  payments a r e  d i v i d s d  i n t o  two c a t e g o r i e s  as  
f O l l O W S :  

( a )  kc tua l  normal  t u r n o v e r  s e v e r a n c s  payments s h a l l  be 
a l l o c a t e d  t o  a l l  a c t i v i t i e s ;  or, where t h e  o r g a n i z a t i o n  p rov ides  f o r  a reserve 
for normal seve rances ,  such method w i l l  be a c c e p t a b l e  i f  t h e  c h a r g e  t o  c u r r n n i  
o p e r a t i o n s  is  reasonable  i n  l i g h t  of payments a c t u a l l y  made for normal  
Severances 0 1 7 5  a r e p r e s e n t a t i v e  past p e r i o d ,  and if amounts cha rged  a r e  
a l l o c a t e d  to a l l  a c t i v i t i e s  of t h e  o r g a n i z a t i o n .  

( b )  W3normai or  m a s s  s eve rance  pay  i s  of such a c o n j e c t u r a l  
n a t u r e  t h a t  measurement of c o s t s  by means of an a c c r u a l  w i l l  n o t  a c h i e v e  e q u i t y  
to both p a r t i e s .  T h u s ,  a c c r u a l s  f o r  t h i s  purpose a r e  n o t  a l l o w a b l e .  H o w e ~ r e ~ ,  t h e  
Fede ra l  Government recognizes  i t s  o b l i g a t i o n  t o  p a r t i c i p a t e ,  to t h e  e x t e n t  of 
i t s  f a i r  share ,  i n  any s p e c i f i c  payment .  Thus,  a l l o w a b i l i t y  h i i l l  be considered 
011 a cas$-bg-case b a s i s  i n  t h e  e v e n t  o r  o c c u r r e n c e .  

( c )  Costs  i n c u r r e d  i n  c e r t a i n  s e v e r a n c e  pay p a c k a g e s  (commonly 
known as "a golden parachute"  payment )  which a r e  i n  a n  amount i n  excess  of the 
normal severance pay paid hy the o r g a n i z a t i o n  t o  a n  emplo)lee upon t e r m i n a t i o n  of 

- U D O ~  a change i n  management empiopen  t a - v i e n t  
c o n t r o l  over, 01 ownership o f ,  

L '  

t h e  o r g a n i z a t i o n  I s  a s s e t s  a r e  u n a l l o w a b l e .  

( d )  Severance payments t o  f o r e i g n  n a t i o n a l s  employed b y  t h e  
o r g a n i z a c i o n  o u t s i d e  t b e  u n i t e d  S t a t e s  , to t h e  e x t e n t  t b a t  t h e  amount e x c e e d s  
t l ie  customarji or preva i l ing  p r a c t i c e s  for t l - ~ e  o r g a n i z a t i o n  i n  t h e  U n i t e d  States 
a r e  una l . lowat le  , u n l e s s  they are n e c e s s a r y  for i:he performance  of F e d e r a l  
pj-ograins and approved by awai-ding agericj.es. 

( e )  Sevei-ance p a  j m e ~ i t s  t o  foreli gn n a t i o n a l s  emploged 1 3 ~ t  the 
organ iza t ion  o u t s i d e  the United S t a t e s  clue t o  the t e r m i n a t i o n  of t h e  f o l - e i g n  
n a t i o n a l  a s  a r e s u l t  of t he  c l o s i n g  o f ,  01 c u r t a i l m e n t  o f  a c t i \ r i t i e s  13>1, the 
organ iza t ion  i n  t h a t  cc~ur i t r )~ ,  
~~xr?ormarir .e of Fec io r i l  pi-oqrams and app~mved i:ty award ing  a g e n c i e s .  

a r e  una]  1owaijlt., u n l e s s  t hey  a r e  JieCesSar)' f o r  tIie 
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( 3 )  Charges  f o r  the  s a . l . a r ~ ~ ' s  arid wagt:s of nonprofess iona l  emp! oyeer;,  
i n  a d d i  t i o r )  t o  the  suppor t ing  documentat ion d e s c r i b e d  in subparagraphs ( I )  and 
(2j, must a l s o  be suppor ted  by records indicating t h e  t o t a l  number of hours  
worked each day  maintained i n  conformance with DoI>artment of Labor regu-:ations 
i m p l i r n e n t i n g  t h e  F a i r  Labor S tanda rds  A c t  (FLSP.) (29 CFR P a r t  5 1 6 ) .  ?or t h i s  
p u r p o s e ,  
"nonexempt employee, 'I under F'LSA. 

t h e  te rm "nonpro fes s iona l  employee" shall havc t h e  same meaning a s  

( 4 )  Sa la r i e s  arid wages of  employees u s e d  i a  meet ing  c o s t  s h a r i n g  01 

match ing  requirements on awards must bo s u p p o r t e d  i n  the same manner a s  s a l a r i e s  
and wages c l a im2d  for reimbursement from award ing  agencies I 

9 .  Cont ingency  p r o v i s i o n s .  C o n t r i b u t i o n s  t o  a cont ingency r e s e r v e  o r  any 
s i m i l a r  p r o a i s i o n  made f o r  e v e n t s  t h e  o c c u r r e n c e  of which canno t  be f o r e t o l d  
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( 1 )  Conviction, a s  used  Ilereiri ,  means a judgment o r  il c o n v i c t i o a  of 
a criminal o f i e n s e  hy any  c o u r t  of cornp-etent j u r i s d i c t i o n ,  wlrether e n t e r e d  upon 
as ir verd ic t  o r  a ]>lea, i r i c lud ing  a conv ic t ion  due  t o  a p l e a  of n o l o  c o n t e n d e r e .  

(2) Costs i nc lude ,  b u t  a r e  not l i m i t e d  to, a d m i n i s t r a t i v e  and  
c l e r i c a l  expenses ;  the cos t  of l s g a l  s e r v i c e s ,  whether performed bg, i n - h o u s e  or 
p r i v a t e  counse l ;  and the  c o s t s  05 t h e  s e r v i c e s  of accoun tan t s ,  c o n s u l t a n t s ,  o r  
0tJ1ei-s r e t a i n e d  by t h e  o r g a n i z a t i o n  t o  a s s i s t  i t ;  c o s t s  of emplo)rees,  o f f i c e r s  
and t r u s t e e s ,  and any s i m i l a r  c o s t s  i ncu r red  b e f o r e ,  du r ing ,  and a f t e r  
commencement of a j u d i c i a l  01- a d m i n i s t r a t i v e  p roceed ing  t h a t  b e a r s  a d i r e c t  
r e l a t i o n s h i p  t o  t h e  p roceed ings .  

( 3 )  Fraud, as used h e r e i n ,  means (i) a c t s  of f r a u d  c o r r u p t i o n  or 
at tempts  t o  d e f r a u d  t h e  Fede ra l  Government or t o  c o r r u p t  i t s  a g e n t s ,  (ii) a c t s  
t h a t  c o n s t i t u t e  a cause f o r  debarment  or suspens ion  ( a s  s p e c i f i e d  i n  agency  
regula t ions)  , and (Fii) a c t s  which v i o l a t e  t h e  F a l s e  Claims A c t ,  31 U .  S .  C . ,  
sec t ions  3729-3731, or -ihe Anti-E:icl:bacl: A c t ,  4 1  U . S . C . ,  s e c t i o n s  51 a n d  5 4 .  

( 4 )  Penal ty  does n o r  i n c l u d e  r e s c i r u t i o n ,  r e imbursemen t ,  o r  
compensatory damages. 

( 5 )  Proceeding i n c l u d e s  an i n v e s t i g a t i o n .  

b. (1) Except a s  o t h e r w i s e  desc r ibed  h e r e i n ,  costs incu r l - ed  i n  
connection wi th  any c r imina l ,  c i v i l  01- a d m i n i s t r a t i v e  p roceed ing  ( i n c l u d i n g  
f i l i n g  of a f a l s e  c e r t i f i c a t i o n )  commenced by t h e  Fede ra l  Government ,  o r  a 
S t a t e ,  l oca l  o r  fore ign  government ,  a r e  not  al lowable i f  t h e  p r o c e e d . i n g :  (1) 
r e l a t e s  t o  a v i o l a t i o n  o f ,  01- f a i l u r e  t o  comply w i t h ,  a F e d e r a l ,  S t a t e ,  l o c a l  or 
foreign s t a t u t e  OK r egu la t ion  by t h e  o r g a n i z a t i o n  ( i n c l u d i n g  i t s  a g e n t s  and 
employees), and (2) r e s u l r s  i n  snositions : 

( a )  In a c r i m i n a l  proceeding ,  a c o n v i c t i o n .  

( I > )  In a c i v i l  o r  admin i s t i - a t ive  pi-oceedinq i ~ ~ v o l v i r i g  an 
a l l ega t ion  of f r a u d  or s imi la r  misconduct ,  a d e t e r m i n a t i o n  of o r y a r i i z a t i o r i a l  
l i a b i l i t y .  

( c )  111 the c a s e  of any ci.vj.1 01- a d m i n i s t r a t i v e  p r o c e e d i n g ,  t h e  
imposit ion or' a moiietary p e r i i l t y .  

( d )  A f i n a l  d e r i s i o n  13)) an a p p r o p r i a t e  F e d e r a l  o f f i c i - z l  to 
debar or suspend t l i e  o rgan iza t io r i ,  t u  r e s c i n d  01 1roi.d ari award,  01- t o  i-.erminate 
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( 4  ) T h e  percentage  of  C C i S t S  tilllowod does IlOt e>:Ceed t h e  perC5!Ii'lagC! 
~j.Y.exiiried by a n  a u t h o r i z e d  Fede ra l  o f f i c i a ?  t o  be  approprj .a te ,  c.onsj.de:i.rig t h e  
c o r n p l e x j . t y  of t t ie l i t i g a t i o n ,  g e n e r a l l y  a c c e p t e d  p r i n c i p l e s  governing the atdai-cl 
of 3.t:ga.l f e e s  i n  c i v i l  a c t i o n s  i n v o l v i n g  the  U n i t e d  S t a t e s  as  a p a r t y ,  and suc i~  
c ~ t h e r  factors a s  may be a p p r o p r i a t e .  Such p e r c e n t a g e  sha l l  no t  exceed 80 
percen t .  However, if an agreement reached uncle= subparagraph c has  e x p l i c i t ?  j/ 
c o n s i d e r e d  t h i s  80  pe rcen t  l i m i t a t i o n  and. permitted a higher percentage ,  rhen 
t h e  full amount of c o s t s  r e s u l t i n g  from t h a t  agreement s h a l l  be allowable. 

f. C o s t s  i r i c u r r o d  b y  the o r g a n i z a t i o n  i n  connecti3ri with t h e  d e f e n s e  of 
suits b r o u g h t  by i t s  empl.oyetls o r  ex-employees u n d e r  sect ion 2 o f  t h e  Malor  
F raud  Act of 1 9 8 8  (Pub. L .  1 0 0 - 7 0 0 ) ,  i n c l u d i n g  t h e  cost  of a l l  r e l i e f  necessary 
t o  ma.ke such employee whole, where the o r g a n i z a t i o n  w a s  found l i a b l e  or  s e t t l . ? d ,  
a r e  u n a l l o w a b l e .  

g .  C o s t s  of  l e g a l ,  a c c o u n t i n g ,  and c o n s u l t a n t  services, and r e l a t e d  
ccsts,  i n c u r z e d  i n  connec t ion  w i t h  de fense  a g a i n s t  Federal Government c l a i m s  o r  
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11. Depreciation and use a l lowances.  

a .  Compensation for t h e  u s e  of  b u i l d i n g s ,  o t h e r  c a p i t a l  improvements,  and 
equipment on hand may be made through use  allowance o r  d e p r e c i a t i o n .  
except as provided i r i  Attachment E, paragraph f ,  a combination of t h e  t w o  
methods may no t  be used  in connect ion w i t h  a s i n g l e  c l a s s  of f i x e d  assets 
buildings, o f f i c e  equipment, computer equipmsnt , e t c  I ) . 

H o w e v e r ,  

( e . g .  , 

b .  The computation o f  u se  allowances o r  dep rec i a t ion  s h a l l  be  based on t h e  
acquis i t ion cost of the  a s s e t s  involved.  The a c q u i s i t i o n  cost  of an a s s e t  
donated LO t h e  non-profit o r g a n i z a t i o n  by a third party s h a l l  bEi i t s  fair market 
value a t  t he  t ime of t h e  dona t ion .  

C. The computation of USE allowances or deprec ia t ion  will exclude:  

(I) The c o x  o f  l a n d ;  

( 2 )  hny p o r t i o n  of t h e  cost  of b u i l d i n g s  and equipment borne bS1 o s  
donated by t h e  Federal Government i r r e s p e c t i v e  of where t i t l e  was o r i g i n a l l y  
vested or w h e r e  i t  p r e s e n t l y  r e s i d e s ;  and 

( 3 )  Any pol - t ion  of t h e  cost  of b u i l d i n g s  and equipment c o n t r i b u t e d  
by 01 for t h e  non-profit o rgan iza t ion  i n  s a t i s f a c t i o n  of a s t a t u t o r y  m a t c h i n g  
requirement. 

of u s e f u l  s e r v i c e  
L~FEFf f tHu" t  t?ke_ i n t o  

cousicleration such factors a s  t y p e  of c o n s t r u c t i o n ,  nature  of t h e  eguiprrent 
used, t echno log ica l  developments i n  the p a r t i c u l a r  program a r e a  I arid the renewal 
and replacement policies fol lowed fo r  t h e  i n d i v i d u a l  items 01 classes of a s s e t s  
i n v o l v e d .  The nietl iod o i  d e p r e c i a t i o n  used  to assiyri  t h e  cos t  of  an a s s e t  (or 
group o f  a s s e t s )  t o  accounting periods s h a l l  r e f l e c t  t l ie p a t t - e r r i  of consumpt ion  
of t h e  asset d u r i n g  i t s  use fu l  l i f e .  

In t i le absence of clear evidence i n d i c a t i n g  t h a t  t h e  e ~ p e c t e d  colisumpLion of t h e  
z s s e t  will ]:)e s ign i f i can t ly  g r e a t e r  01- l e s s e r  i n  t l ie e a r l y  portions of i t s  
u s e f u l  l i f e  t h a n  i n  tlie l a t e r  p o r t i o n s ,  the s t r a i g l - i t - l i n e  metliod s h a l l  be 
y~resurried t o  be the appropriate method. 
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12. Donations and c o n t r i b u t i o n s .  

a ~ C o n t r i b u t i . o n s  o r  d o n a t i o n s  rendered .  Cont r ibu t ions  o r  d o n a t j . o n s ,  
i n c l u d i n g  cash ,  prolser:y, and services, mad.e by t h e  organization, r ega rd le s s  o f  
t h e  r e c i p i e n t ,  a r e  unal lowable.  

b .  Donated services r e c e i v e d :  
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( a )  Tlie agg rega te  v a l u e  of d i e  s e r v i c e s  i s  material; 

(b) The s e r v i c e s  a r e  suppor ted  by a s i g n i f i c a n t  amount of t h e  
i n d i r e c t  c o s t s  i n c u r r e d  by t h e  non-profi t o r g a n i z a t i o n ;  and 

( c )  The d i r e c t  cos t  a c t i v i t y  i s  not  pursued p r i m a r i l y  for t h e  
benefi t  o f  t h e  Federal Government. 

( 3 )  I n  those i n s t a n c e s  where t h e r e  i s  no b a s i s  f o r  d e t e r m i n i n g  the 
f a i r  marke t  v a l u e  of the se i -v i ces  rendered,  t h e  r e c i p i e n t  and t h e  c o g n i z a n t  
agency s h a l l  negot ia te  an a p p r o p r i a t e  a l l o c a t i o n  of i n d i r e c t  c o s t  to t h e  
serv ices .  

( 4  1 Wnere donated s e r v i c e s  d i r e c t l y  b e n e f i t  E: p r o j e c t  s u p p o r t e d  by 

Such i n d i r e c t  costs may be r e i m b u r s e d  
an award, t h e  ind i r ec t  c o s t s  a l l o c a t e d  to t h e  s e r v i c e s  w i l l  be c o n s i d e r e d  a s  a 
p a r t  of Zhe t o t a l  costs of t h e  p r o j e c t .  
Under the award or Esed  i o  m e e t  cost s h a r i n g  o r  matching r e q u i r e m e n t s .  

( 5 )  The value of t h e  donated s e r v i c e s  may be u s e d  t o  meet c o s t  
sharing o r  matching requi rements  under c o n d i t i o n s  d e s c r i b e d  i n  Set.-. 2 3  of 
Circular  A-110, Where donated s e r v i c e s  a r e  t r e a t e d  a s  i n d i r e c t  c o s t s ,  i n d i r e c t  
cost ra tes  w i l l  separate  t h e  v a l u e  of t h e  d o n a t i o n s  s o  t h a t  re imbursement  will 
riot be made. 

--_ 
c .  Donated goods o r  s p a c e .  

(2) The 17alue of t h e  donat ions  may 13e used  to meet cost s h a r i n g  or 
m a t c h i n g  share requirements uilder t he  coriclitions d e s c r i b e d  i n  C i r c u l a r  H- 11 0 .  
Wlrere dona t ions  a r e  treated as i n d i r e c t  c o s t s ,  i n d i r e c t  cost  r a t e s  w i l l  sepa-rate  
the  v a l u e  of tlie donaiioiis s o  t h a t  reimlx~rserrient k r i l l  nu t  be made. 

13 .  Cmp1.oyee mora le ,  h e ~ i t r i ,  and wei fare  costs 
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[ 3 )  "Spec t a l  p u r p o s e  equ.:i.pment" means equipment which is used :Jri.?.y 

f o r  ? L : Y ~ & L ^ c ~ I ,  med, ical ,  s c i e n t i f i c ,  0: o t h e r  t e c h n i c a l  a c t i v i t i e s .  Exarnplon of 
3 p 5 : C s a l .  purpose equipment  i n c l u d e  microscopes, x-ray macnin%s,  surgical 
i n s t : : u . x w n t s ,  arid. spectrometers .  

(4) "Gensral purpose equipment" means equipment, which i s  not 
limited t o  r e sea rch ,  m e d i c a l ,  s c i e n t i f i c  or o t h e r  technica l  activities. ExamFles 
i nc lu .de  o f f i c e  equipment and furnishings, modular o f f i c e s ,  t e l ephone  networks, 
i n f o r m a t i o n  technology equipment  and  systems, a i r  c o n d i t i o n i n g  equ ipmen t ,  
r e p r o d u c t i o n  and p r i n t i n g  equipment ,  arid motor vehicles. 

b .  The f o l l o w i n g  r u . l e s  of allowability s h a l l  apply t o  equ ipmen t  and o t h e r  
c a p i t a l  e x p e n d i t u r e s :  
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( 4 )  When approved as  a d i r e c t  c h a r g e  pursuarit  tc) parag raph  1 5 . b .  (1) , 
(2), and ( 3 )  al,ove, c a p i t a l  e ~ p e ~ ~ d i t u r e s  will I:Je charged irr the p e r i o d  irr w l i i c l - I  
the e x p e n d i t u r e  i s  i i i cur red ,  01 a s  o t h e r w i s e  determirred a p p r o p r i a t e  hy arid 
n e g o t i a t e d  w i t h  t h e  awarding agency.  

( 5 )  Equipment and o t h e r  c a p i t a l  e x p e n d i t u r e s  are  u n a l l o w a b l e  2s 
i n d i r e c t  c o s t s .  However, see Attachment B, p a r a g r a p h  11. , Deprec ia t ion  and  u s e  
al lowance,  for rules on t h e  a l l o w a b i l i t y  of u s e  a l lowances  or d e p r e c i a t i o n  on 
b u i l d i n g s ,  c a p i t a l  improvements, and equipment .  A l s o ,  s e e  Attachment E ,  
paragraph 43. , Rental cos t s  of b u i l d i n g s  2nd equipment ,  f o r  rules on t h e  
211OwabilFty of ren ta l  costs f o r  land ,  b u i l d i n g s ,  and equipment.  

( 6 )  The unamort ized p o r t i o n  of a n y  equipment written of f  2s a r e s u l t  
of a change  i n  c a p i t a l i z a t i o n  l e v e l s  may be r e c o v e r e d  by c o n t i n u i n g  t o  c l a i m  t h e  
o therwise  a l lowable  use a l lowances  or d e p r e c i a t i o n  o n  t h e  equipmPnt,  o-r by 
amx- i i z ing  t h e  amount io be w r i t t e n  of f  over a period of y e a r s  n e g o t i a t e d  w i t h  
the c o g n i z a n t  agency, 

16.  F i n e s  and p e n a l t i e s .  
v i o l a t i o n s  o f ,  or f a i l u r e  of the o r g a n i z a t i o n  to cornpig wi th  F e d e r a l ,  S t a t e ,  a n d  
l o c a l  laws and  regula t ions  are unal lowable  except when i n c u r r e d  as a r e S U l t  of 
compliance w i t h  spec i f ic  provisions of an award or  i n s C r u c i i o n s  i n  w r i t i n g  from 
the  awarding agency. 

C o s t s  of f i n e s  and p e n a l t i e s  r e s u l t i n g  from 

17. Fund r a i s i n g  and inves tmeni  management costs. 

a .  C o s t s  of organized fund r a i s i n g ,  i n c l u d i n g  f i n a n c i a l  campa igns ,  

i ncu r red  s o l e l y  t o  r a i s e  c a p i t a l  o r  o b t a i n  c o n t r i b u t i o n s  are  unaiiowahl-ts . 
and b e q u e s t s ,  and s imilar  e x p e n s e s  ’ -L . .  - 

e n d o \ . n i K t € e  s;-ml i c3i t a t  -&U c?f n 1 T I  5 

13. CCJsts  of i n ~ e s t ~ o e n t  counsel  and s t a f f  aid s i m i l a r  expenses i n c u r r e d  
solely t o  enhance income from i nves tmen t s  a r e  una l lowable .  

C .  Furid r a i s i n g  and i r ive~ t rnen t  a c t i v i t i e s  shal.1 be a l l o c a t e d  an  
a p p r o p r i a t e  sha re  of i n d i r e c t  cos ts  undei: t h e  c o n d i t i o n s  d e s c r i b e d  i n  
sub j~a rag raph  E . 3  of Attachment H .  

18. G a i n s  and  l o s s e s  on d e p r e c i a b l e  a s s e t s  
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b. The tezm " o f f i c e r s "  includes c u r r e n t  a n d  past  o f f i c e r s  arid ?mployees. 

21. IBle f a c i l i t i n s  and. i d l e  capacity. 

a. P,s used in t ' r i i r j  s e c t i o n  t h e  following t ? r n i s  have the  nieanirigs  SO^ f o r t h  
below: 

(1) "Fac.il.j ties" means l a n d  and  b u i l d i n g s  or any  portion thereof, 
equipment  i n d i v i d u a l l y  or c o l l e c t i v e l y ,  o r  a n y  o t h e r  tangib le  c a p i t a l  a s s e t ,  
whereirer  located, arid. whether owned or l e a s e d  by t h e  non-pro f i t  organization. 
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( 4 )  "Cos t  o f  i d l e  f a c i l i r i e s  or i d l e  capac i ty"  means costs s u c h  2 s  
maintenance, r epa i r ,  housing,  r e n t ,  and o ther  re la ted  c o s t s ,  e .  g .  , insur-ance,  
i n t e re s t ,  property t axes  and d e p r e c i a t i o n  or use a l lowances .  

b. The  costs of i d l e  f a c i l i t i e s  a r e  unal lowable except  t o  che  e x t e n t  t h a t :  

(1) They a r e  necessa ry  t o  meet f l u c t u a t i o n s  i n  wur1:load; or 

( 2 )  ?,lthough not  necessary  t o  m e e t  f l u c t u a c i o n s  i n  workload, t h s y  
were necessary  when acqui red  and a r e  nohl i d l e  because of changes i n  program 
requirements  , e f f o r t s  to achieve  more economical o p e r a t i o n s ,  r e o r g a n i z a t i o n ,  
t e rmina t ion ,  or other causes  which could no t  have been reasonably  i o r e s e e n .  
Under t h e  exception s t a t e d  i n  t h i s  subparagraph ,  c o s t s  of i d l e  f a c i l i t i e s  a r e  
al lowable f o r  a reasonable  p e r i o d  of time., o r d i n a r i l y  not to exceed one yc,ar, 
depending on t h e  i n i t i a t i v e  . taken to use, l e a s e ,  01 di spose  of s u c h  f a c i l i t i e s  

C .  The cos t s  of i d l e  c a p a c i t y  a r e  normal costs of  doing b u s i n e s s  and are a 
f a c t o r  i n  t he  normal f l u c t u a t i o n s  of usage o r  i n d i r e c t  c o s t  r a t e s  f r o m  period t o  
P e r i o d .  
a n t i c i p a t e d  LO be necessary o r  was o r i g i n a l l y  r easonab le  and i s  no t  s u b j e c t  t o  
reduct ion  o r  e l iminat ion 4 1  u s e  or! ocher Fede ra l  awards, s u b l e t t i n g ,  r e n t i n g ,  or 
S a l e ,  i n  accordance w i t h  sound bus iness ,  olconomic, o r  s e c u r i t y  p r a c t i c e s .  

a s s e t s  having s u b s t a n t i a l l y  t h e  same f u n c t i o n  may be cons ide red  i d l e  f a c i l i t i e s .  

Such cos t s  a r e  a l l o w a t l e ,  p rovided  c h a t  t h e  c a p a c i t y  IS r e a s o n a b l y  

Widespre.ad i d l e  capacit.y throughout  an e n t i r e  f a c i l i t y  01 among a g roup  of . .. 

2 2 .  Insurance  and indemni f i ca t ion .  

a .  Insurance inc ludes  in su rance  which the o r g a n i z a r i o n  is r e q u i r e d  t o  
ca r ry ,  o r  which i s  approved, under t h e  t e rms  of t h e  award  and any o t h e r  

conduct of i t s  opera t ions .  This paragraph  aoes noi 
r e p r e s e n t s  f r i n g e  b e n e f i t s  f o r  employees 

- -~ce which the  o rgan iza t ion  m a i n t a i n s  i n  connec t ion  w i t h  t h e  g e n e r a l  
, .  Ea lEa&a=r?ce w h . i c h  

( s e e  subparagraphs  8 . g  arid 8 .  i ( 2 )  ) . 

(1) Costs of  i n su rance  r e q u i r e d  or appl-ciTred, arid m a i n t a i n e d ,  
pursuant t o  t h e  award a r e  allowable. 

(2) C o s t s  of othei- i n su rance  rnaintairled b y  the  o r g a n i z s t i o n  i n  
connect ion w i t h  t h e  gene ra l  conduct of i t s  o p e r a t i o n s  a r e  a l lowab le  s u b j e c t  to 
the fo l lowing  l i m i t a t i o n s :  

( a )  Types and extent of cciveiraye S I J Z L I  be  in accordance w i t h  
sound business  p r a c t i c e  and t h e  r a t e s  arid premiums s h a l l  be r e z s o n a b l e  unde r  t h e  
circumstances , 
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b .  I n d e m n i f i c a t i o n  i n c l u d e s  s e c u r i n g  t h e  o r g a n i z a t i o n  a g a i n s t  l i a b i l i t i e s  
t o  t h i r d  p e r s o n s  and a n y  o t h e r  loss o r  damage, n o t  compensated. by i n s u r a n c e  o r  
s therwise .  The F e d e r a l  Government i s  o b l i g a t i d  t o  indemnify  t h e  o r g a n i z a t i o n  
o n l y  t o  t h e  e x t e n t  ~ 2 : w r e s s l y  p r o v i d e d  i n  t h e  a w a r d .  

2 3 .  i n t e r e s t .  

a .  C o s t s  i n c u r r e d  f o r  i n t z r e s t  on bo r rowed  c a p i t a l ,  t empora ry  use  of 
endowment f u n d s ,  o r  t h e  u s e  of t h e  n o n - p r o f i t  o r g a n i z a t i o n ' s  own f u n d s ,  however 
r e p r e s e n t e d ,  are  u n a l l o w a b l e .  However, i n t e r e s t  on debt i n c u r r e d  a f t e r  
September 2 9 ,  1 9 9 5  t o  a c q u i r e  o r  r e p l a c e  c a p i t a l  a a s e t s  ( i n c l u d i n g  
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( a )  P. statement of  purpose and j u s t i f l c a t i o r i  for f a c i l l r y  
a c q u i s i z i o n  01 replacement 

/b) A s t a t e m e n t  a s  t o  why c u r r e n t  f a c i l i t i e s  a r e  n o t  a d e q u a t e  

(c) A s t a t e m e n t  of p l anned  f u t u r e  use  of t h e  f a c i l i t y  

(d )  A d e s c r i p t i o n  ~i t h e  f i n a n c i n g  agreement t o  be a r r a n g e d  
for  t h e  f a c i l i t y  

( e )  P, summary of t h e  b u i l d i n g  c o n t r a c t  w i t h  e s t i m a t e d  Cost 
in fo rma t ion  and s ta tement  of s o u r c e  and use  of funds  

(f) A s c h e d u l e  of p lanned  occupancy d a t e s  

( 2 )  FOI f a c i l i t i e s  c o s t i n g  ove r  $500 ,000 ,  izhe n o n - p r o f i t  
organizaCion prepares  , p r i o r  t o  che a c q u i s i t i o n  o r  replacement  of the facility, 
2 l ea se /pu rchase  a n a l y s i s  i n  acco rdance  w i t h  t h e  p r o v i s i o n s  of S e c .  -. 30  
through - .37 of C i r c u l a r  A-110, which shows t h a t  a f inanced  pul-chase 01- c a p i t a l  
1P,ase i s  l e s s  c o s t l y  t o  t h e  o r g a n i z a t i o n  than o t h e r  l e a s i n g  a l t e r n a t i T 7 e s ,  On a 
n e t  p r e s e n t  value bas i s .  Discount  r a t e s  used shou ld  be equal  t o  t h e  n o n - p r o f i t  
o r g a n i z a t i o n ' s  a n t i c i p a t e d  i n t e r e s t  r a t e s  and shou ld  be no  h i g h e r  t h a n  t h e  f a i r  
market r a t e  ava i l ab le  t o  t h e  n o n - p r o f i t  o r g a n i z a t i o n  irorn a n  u n s e l a t e d  ("arm's 
l e n g t h " )  t h i rd -pa r ty .  The J e a s e / p u r c h a s e  a n a l y s i s  shall i n c l u d e  a compar ison  of 
t h e  n e t  p re sen t  value of  t h e  p r o j e c t e d  total c o s t  comparisons of b o t h  
a l t e r n a t i v e s  over t he  p e r i o d  t h e  a s s e t  i s  expec ted  t o  be used by t h e  n o n - p r o f i t  
o r g a n i z a t i o n .  The cos t  comparisons a s s o c i a t e d  wi th  pu rchas ing  t h e  f a c i l i t y  s h a l l  

Costs ( inc lud ing  p rope r ty  t axes ,  if a p p l i c a b l e )  no t  i n c l u d e d  i n  t h m b t  
f i n a n c i n g ,  l e s s  any e s t i m a t e d  a s s e t  s a l v a g e  v a l u e  a t  t h e  end of t he  p e r i o d  
defined ~1)30ve, The cos t  comparison f o r  a c a p i t a l  l e a s e  sha l l  i I i C l U d e  the 
es t i ina ted  t o t a l  l e a s e  payments,  a n y  e s t i m a t e d  k ~ a r g a i n  purchase o p t i o n  , o p e r a t i n g  
and ~aa in t enance  cos t s ,  arid t a x e s  n o t  i n c l u d e d  in t h e  c a p i t a l .  ] .easing 
arrangement, l e s s  any e s t i m a t e d  c r e d i t s  due under  the l e a s e  a t  t h e  end of t h e  
per iod  de f ined  above. Projected o p e r a t i n g  l e a s e  costs s h a l l  lie lsased on t h e  
a n t i c i p a t e d  cost of l e a s i n g  comparable  f a c i l i t i e s  a t  f a i r  m a r k e t  r a t e s  u n d e r  
rental agrrenients t h a t  would be renewed or 1-eestahl is l -Jed ove r  t h e  p e r i o d  d e f i n e d  
itlmve, arid any expected m a i n t e i ~ a n c e  c o s t s  arid a l l o w a b l e  p r o p e r t y  t a x e s  to be 
borne b y  the nor~-prc)f i t  o r g a n i z a t i o n  d i r e c t l y  01- 2s p a r t  of t h e  l e a s e  
arrarigenent . 

8 ~- - ce ,  a n t i c i p a t e d  o p e r a t i n g  and ma in tenance  . .  ---=ap--- 
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( d )  S u b s t a n t i a l  r e l o c a t i o n  of fedoral ly-sponsorod a c t i v i t i e s  
cram a. f a c i l i t y  f i n a n c e d  by indeb tedness ,  t h e  c o s t  of w h i c h  was fund-ed i n  whole 
01 p a r t  th rough Fede ra l  re imbursements ,  t o  a n o t h e r  f a c i l i t y  p r i o r  t o  the  
e x p i r a t i o n  o f  a p e r i o d  of 2 0  yea r s  r e q u i r e s  notice t o  the Federal cognizant  
agency .  The e x t e n t  of t h e  r e l o c a t i o n ,  t h e  amount of t h e  Federal  p a r t i c i p a t i o n  i n  
the  financing, and the deprec ia , t ion  and i n t e r e s t  charged t o  d a t e  may r e q u i r e  
n e g o t i a t i o n  and./or downward ad jus tmen t s  of r e p l a c e m e n t  space cha.rged t o  Federa l  
programs i n  t h e  f u t u r e .  

(2) Tho a l lowab le  c o s t s  t o  acquire f a c i l i t i e s  and equipment 
are limited t o  a f a i r  market va lue  a v a i l a b l e  t o  t h e  non-prof i t  o rgan iza t ion  from 
a n  u n r e l a t e d  ( " a r m ' s  l e n g t h " )  t h i r d  p a r t y .  



( 2 )  I n i t i a l  e q u i t y  c o n t r i b u t i o n  means t h e  amount or va lue  of 
c o n t r i b u t i o n s  made by r ion-prof i t  o r g a n i z a t i o n s  for t h e  a c q u i s i t i o n  of t h e  a s se t  
or p r i o r  t u  occupancy of f a c i l i t i e s .  

( 3 )  Asser costs means t h e  c a p i t a l i z a b l e  c o s t s  of an a s s e t ,  including 
c o n s t r u c t i o n  c o s t s ,  a c q u i s i t i o n  c o s t s ,  and o t h e r  s u c h  costs c a p i t a l i z e d  i n  
accordance  w i t h  G A M .  

2 4 .  Labor r e l a t i o n s  c o s t s .  Costs i n c u r r e d  i n  m a i n t a i n i n g  s a t i s f a c t o r y  
r e l a t i o n s  between The o r g a n i z a t i o n  and i t s  employees,  i n c l u d i n g  c o s t s  of labor 
management committees, emplojTee p u b l i c a t i o n s ,  and o t h e r  related a c t i v i t i e s  a r e  
a l lowab l  E .  

2 5 .  Lobbying I 

a .  Notwichscanding o i h e r  p r o v i s i o n s  of this C i r c u l a r ,  CUSLS associaced 
w i t h  t h e  following a c t i v i t i e s  a r e  una l lowable :  

(1) Attempts t o  i n f l u e n c e  t h e  outcomes of any F e d e r a l ,  S t a t e ,  o r  
local e l e c t i o n ,  referendum, i n i t i a t i v e ,  or s i m i l a r  p rocedure ,  t h rough  i n  k ind or 
Cash c o n t r i b u t i o n s ,  endorsements ,  p u b l i c i t y ,  o r  s i m i l a r  a c t i v i t y ;  

( 2 )  E s t a b l i s h i n g ,  a d m i n i s t e r i n g ,  c o n t r i b u t i n g  t o ,  o r  pay ing  the - 
expenses of a poii?r izxI  T a l i Y l  c 3 - w  ' t i c a l  a c t i o n  committee, 
o r g a n i z a t i o n  e s t a b l i s h e d  f o r  t h e  purpose  of i n f l u e n c i n g  t h e  outcomes or 
e 1 e c t  i o n  s ; 

or o t h e r  

( 3 )  A n y  a t t empt  t o  i n f l u e n c e :  ( i )  T h e  i n t r o d u c t i o n  of F e d e r a l  or 
S t a t e  l e g i s l a t i o n ;  o r  ( i i)  t h e  erlactment 01 m o d i f i c a t i o n  of any pendirig Federal 
o r  S t a t e  l e g i s l a t i o n  through communication wi.th a n y  niemljer o r  employee of t h e  
CongL-ess 01- S t a t e  l e g i s l a t u r e  ( i r i c lud ing  e f f o r t s  t o  i n f l u e n c e  Si ;a te  local 
o f f i c i a l s  t o  engage i n  similar 1ojAlyirig a c t i v i t y )  , 
O i f l C i a l  or employee i n  connec t ion  w i t h  a d e c i s i o n  t o  s i g n  o r  ireto e n r o l l e d  
1 e g i s l a  Lion; 

01- w i t h  any  Governroent  



( 3 )  O rgan iza t ions  s h a l l  maintain adequa te  records Eo demonstrate 
t h a t  t h e  de t e rmina t ion  of  cos ts  a s  being a l lowab le  o r  unallowable pursuan: r~ 
paragraph 25  complies  w i t h  t h e  requirements  of =tiis Ci rcu lar .  

( 4 )  Time l o g s ,  c a l e n d a r s ,  o r  s i m i l a r  records  s h a l l  not be r equ i r ed  
t o  be c r e a t e d  f o r  purposes  of complying with t h i s  paragraph during any 
particular ca lendar  month when: (1) the  employes engages i n  lobbying  [as d.efined. 
i n  subparagraphs ( a )  and ( b ) )  25 pe rcen t  o r  less of  the employee's compensated 
hours of employment d u r i n g  t h a t  ca l enda r  month, and  ( 2 )  wi th in  t h e  preceding 
f ive -yea r  per iod ,  t h e  o r g a n i z a t i o n  has  not  m a t e r i a l l y  misstated a l lowable  or 
unal lowable  c o s t s  o f  any na. ture ,  i nc lud ing  l e g i s l a t i v e  lobbying c o s t s .  When 
c o n d i t i o n s  (1) and ( 2 )  a r e  met, o r g a n i z a t i o n s  a re  not required t o  e s t a b l i s h  
r e c o r d s  t o  support t h e  a l l o w a b l i l i y  of claimed costs i n  add i t ion  t o  records  
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2 6 .  
over income on a n y  award is una l lowab le  as a c o s t  of any o t h e r  award. 
i n c l u d e s ,  hut  is not Limited to, 
r eason  of c o s t  sharing agreements  or any unde r - r ecove r i e s  t h rough  n e g o t i a t i o n  of 
lump sums for, or c e i l i n g s  on, i n d i r e c t  c o s t s .  

Losses on o the r  sponsored agreements  or c o n t r a c t s .  Any e x c e s s  of c o s t s  
T h i s  

t h e  o r g a n i z a t i o n ' s  c o n t r i b u t e d  poztion by 

2 7 .  Mzintenance and r e p a i r  c o s t s .  C o s t s  i n c u r r e d  f o r  n e c e s s a r y  m i n t e n a n c e ,  
TPpaiT, or upkeep of b u i l d i n g s  and equipment ( i n c l u d i n g  F e d e r a l  p r o p e r t y  unless 
otherwise  provided f o r )  which n e i t h e r  add t o  t h e  permanent va lue  of the  property 
nor  apprec i ab ly  prolong i t s  in tended .  l i f e ,  bu t  keep i t  i n  an e f f i c i e n t  opera t ing  
condition, are  a l l o N a b l e .  Costs i n c u r - e d  f o r  improvements which add t o  t h e  
permanent value of t h e  b u i l d i n g s  and  equipment o r  a p p r e c i a b l y  prolong t h e i r  - .  
i n t e n d e d  life s h a l l  be t r e a t e d  a s  c a p i t a l  e x p e n d i t u r e s  ( see  p a r a g r a p h  1 5 ) .  

28.  M a t e r i a l s  and supp l i e s  c o s t s .  

a .  Cos ts  incur red  f o r  m a t e r i a l s ,  s u p p l i e s ,  and f a b r i c a t e d  p a r t s  n e c e s s a r y  
to c a r r y  out  a Federal  award a r e  a l l o w a b l e .  

b. Purchased ma te r i a l s  and s u p p l i e s  s n a i i  be el *-Fy3€-at + h p  i r  a t u a l  
p r i c e s ,  ne t  of app l i cab le  c r e d i t s .  Withdrawals  from g e n e r a l  s t o r e s  01 

stoc1:rooms should ]le charged a t  their a c t u a l  net c o s t  under  any r e c o g n i z e d  
nietl-i od of p r  i c i in cj i n  ven tory  w i  t hclr a wa 1 s , con s i s  t e n t  1 y app l i ed  . 
t r a n s p o r t a t i o n  charges a r e  2 proper p a r t  of m a t e r i a l s  and s u p p l i e s  cos'ts. 

I ri c ornin y 

c .  Only mater j .a ls  arid suppl ies  a c t u a l l y  used  f o r  the per formance  of a 
Fede ra l  award may be charged a s  d i r e c t  costs. 

d .  Whore fedel-dl ly-donated 01 furnislred m a t e r i a l s  a r e  used i r i  p e r f o r m i n g  
tl-~e Fede ra l  award, such m a t e r i a l  yc will b e  u s e d  w i t h o u t  c l ia rge .  
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3 4 .  P a t e n t  costs  

a .  The fo l lowing  cos ts  r e l a t i n g  t o  p a t e n t  and copyright  m a t t e r s  a r e  
a l l o w a b l e :  ( i )  c o s t  of prepa r ing  disclosures, r e p o r t s ,  and o the r  documents 
r e q u i r e d  by  t h e  Federafl  atdard and of s e a r c h i n g  the art to t h e  e x t e n t  riocnlssary 
to make such d i s c l o s u r e s ;  (ii) cost of p r e p a r i n g  documents and any o t h e r  2 a t o n t  
c o s t s  i n  connect ion w i t h  t h e  filing and p r o s e c u t i o n  o f  a United S t a t e s  p a t e n t  
a p p l i c a t i o n  where title o r  r o y a l t y - f r e e  l i c e n s e  i s  requ i r ed  by t h e  Fede ra l  
Government t o  be conveyed t o  t h e  Fede ra l  Government; and (iii) gene ra l  
c o u n s e l i n g  s e r v i c e s  r e l a t i n g  t o  p a t e n t  and c o p y r i g h t  m a t t o r s ,  such a s  a d v i c e  Dn 
p a t e n t  2nd copyr ight  l a . w s ,  r e g u l a t i o n s ,  c l a u s e s ,  and. omployee agreements (but 

. .  
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3 5 .  Plan t  and homeland s e c u r i t y  c o s t s .  lvecessar), arid reasonable  e x p e n s e s  
i n c u r r e d  f o r  r o u t i n e  and klomeland secu i - i t y  t o  p r o t e c t  f a c i l i t i e s ,  p e r s o n n e l ,  a n d  
work p r o d u c t s  are  al lowable.  Such costs i n c l u d e ,  but a r e  not l i m i t e d  to, wages 
and uniforms of personnel engaged in s e c u r i t y  a c t i v i t i e s ;  equipment;  b a r r i e r s ;  
c o n t r a c t u a l  s e c u r i t y  s e r v i c e s ;  c o n s u l t a n t s ;  etc. C a p i t a l  e x p e n d i t u r e s  f o r  
homeland and p l a n t  security p u r p o s e s  a r e  subject t o  paragraph  15. , Equipment  a n d  
o t h e r  c a p i t a l  e x p n d i t u r e s ,  of t h i s  C i r c u l a r .  

3 6 .  
e f f e c t i v e  d a t e  of t h e  award direct ly  p u r s u a n t  t o  t h e  n e g o t i a t i o n  and i n  
a n t i c i p a t i o n  of t h e  award where such costs a r e  n s c e s s a r y  t o  comply w i t h  t h e  
proposed d e l i v e r y  schedule o r  per iod .  of  per formance .  
only t o  the  e x t e n t  t h a t  t h e y  Would have beon a l lowab le  i f  i n c u r r e d  a f t e r  :he 
date of t h e  award and only w i t h  t h e  w r i t t e n  approva l  of t h e  awarding a g e n c y .  

Ere-agreement c o s t s .  Pre-award c o s t s  a r e  t h o s e  i n c u r r e d  p r i o r  t o  the 

Such c o s t s  are allowable 

3 7 .  P r o f e s s i o n a l  s e rv i ces  costs. 

a .  Cos t5  of p ro fes s iona l  and c o n s u l t a n t  s e r v i c e s  r e n d e r e d  by p e r s o n s  who 
a n d  who are  a r e  members of 2 p a r t i c u l a r  p r o f e s s i o n  or p o s s e s s  a s p e c i a l  skill, 

n o t  o f f i c e r s  o r  employees of the n o n - p r o f i t  o r g a n i z a t i o n ,  a r e  a l l o w a h l e ,  subject 
to subparagraphs  b and c when r e a s o n a b l e  i n  relation t o  t h e  services  r e n d e r e d  
and when n o t  cont ingent  upon i-ecovery of t h e  c o s t s  from i h e  F e d e r a l  Government .  

I n  a d d i t i o n ,  l e g a l  and r e l a t e d  s e r v i c e s  a r e  l i m i t e d  under  At tachment  E ,  
paragraph 10, - 

b. I n  determining the  a l l o w a b i l i t y  of c o s t s  i n  a p a r t i c u l a r  c 
s i n g l e  f a c t o r  o r  any s p e c i a l  combina t ion  of f a c t o r s  i s  iiecessarily 
d e t e r m i n a t i v e .  h w e ~ e r ,  the f u l l o w i r i g  f a c t o r s  a r e  relevant : 

(1)  The na ture  and scope of the  service r e n d e r e d  i n  r e l a t i o n  t o  t h e  
sei-vicx r e q u i r e d .  

(2) The n e c e s s i t y  of c o n t r a c t i n g  ioi- t h e  se i -v i ce ,  considering t h e  
l ~ I o ~ l - ] ~ r G f i t  o rgan iza t ion  ' s c a p a b i l i t y  in t h e  p a r i i c u l a r  a r e a .  
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3 9 .  Rearrangement and a l t e r a t i o n  costs. C o s t s  incurred for ordinary  o r  nozmal 
rear rangemeat  and a l t e r a t i o n  of f a c i l i t i e s  a r e  allowable.  Special  arrangement 
and a l t e r a . t i o n  cos t s  i ncu r red  s p e c i f i c a l l y  f o r  t h e  project a r e  allowable with 
t h e  p r i o r  approval of the awarding agency. 

40. Reconversion c o s t s .  Cos t s  i n c u r r e d  i n  the r e s to ra t ion  o r  r e h a b i l i t a t i o n  of 
t h e  non-p ro f i t  o r g a n i z a t i o n ' s  f a c i l i t i p s  t o  approximately the  same c o n d i t i o n  
e x i s t i n g  immediately p r i o r  t o  comiencerrient of Federa l  awards, l e s s  c o s t s  r e l a t e d  
t o  normal wear and t e a r ,  are a l lowab le .  

. 



!I. In pub l i ca t ions ,  costs of h e l p  wanted a d v e r t i s i n g  t h a t  i n c l u d e s  color, 
i n c l u d e s  adve r t i s ing  m a t e r i a l  for o t h e r  t h a n  r ec ru i tmen t  pu rposes ,  or is 
e x c e s s i v e  i n  s i z e  ( tak ing  i n t o  c o n s i d e r a t i o n  r e c r u i t m e n t  pu rposes  f o r  which 
i n t ended  and normal o r g a n i z a t i o n a l  p r a c t i c e s  i n  t h i s  r e s p e c t ) ,  a r e  unal lowalj le .  

C .  Costs  of h e l p  wanted a d v e r t i s i n g ,  specizi emoluments, f r i n g e  b e n e f i t s ,  
and  sa l a ry  allowances i n c u r r e d  to a t t r a c t  professional per sonne l  f r o m  o t h e r  
o r g a n i z a t i o n s  t h a t  do not  meet t h e  t e s t  of r easonab leness  o r  do n o t  confo rm w i t h  
ihe es t ab l i shed  p r a c t i c e s  of t h e  o r g a n i z a t i o n ,  a r e  unal lowable .  

d .  Where r e loca t ion  costs i n c u r r e d  i n c i d e n t  t o  r e c r u i t m e n t  of a new 
employee have been allowed e i t h e r  a s  ar! a l l o c a b l e  d i r e c t  or  i n d i r e c t  COSK, and 
t h e  newly h i r ed  employee r e s i g n s  f o r  r e a s o n s  w i t h i n  h i s  c o n t r o l  w i t h i n  t w e l v e  
months after being  h i r ed ,  t h e  o r g a n i z a t i o n  w i l l  be  r equ i r ed  t o  r e f u n d  o r  c red i t  
S U C h  r e loca t ion  cos t s  t o  t he  F e d e r a l  Government. 

4 2. Relocation COSLS 

a .  Relocat ion c o s t s  a r e  c o s t s  i n c i d e n t  t o  t h e  permanent change  of d u t y  
assignment  ( f o r  an i n d e f i n i t e  p e r i o d  01- f o r  a s t a t e d  pe r iod  of n o t  l e s s  t h a n  12 
months)  of  an e x i s t i n g  employee or upon r e c r u i t m e n t  of a new employee.  
Reloca t ion  c o s t s  are a l lowab le ,  s u b j e c t  t o  t h e  l i m i t a t i o n  d e s c r i b e d  i n  
subparagraphs b, c, and d ,  p r o v i d e d  t h a r :  

(1) The move i s  f o r  t h e  b e n e f i t  of the  employer.  --_-_ 
(2) Reimbursement t o  t h e  employee i s  i n  accordance w i t h  d u  

e s r a t l i s l i e d  w r i t t e n  po l i cy  c o n s i s t e n t l y  f o l l o w e d  13y t h e  employer .  

( 3 )  The 1-eimbursement does 11ot exceed t h e  employee ' S  a c t u a l  (01- 
r e a s o n a t ~ l y  es t imated)  expenses .  

IS. Allowable r e l o c a t j  on c o s t s  €or c u r r e n t  employees a r c  l i m i t e d  t o  t h e  
fo l lowing :  

(1) The c o s t s  of t r a n s p o r t a t i o n  of the employee, members of h i s  
imriediate iarriily arid h i s  housel-lolci, arid p e r s o n a l  e f f e c t s  t o  t l i e  new l o c a t i o n .  
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( 3 )  C o n t i n u i n g  mortgage pr i .ncipa1 and. i n t e - e s t  payments on a home 
",c . i l l c j  so lc l .  

a .  Subject t o  t h e  l i m i t a t i o n s  d e s c r i b e d  in subparagraphs 5. through d.. of  
,his paragzaph 43, rental c o s t s  are  a l l o w a b l e  to  t h e  extent  t h a t  t h e  r a t e s  a r e  
r e a s o n a b l e  in l i g h t  of s u c h  f a c t o r s  as :  r e n t a l .  costs of comparable p rope r ty ,  i.1 
a n y ;  m a r k e t  c o n d i t i o n s  i n  t h e  area; a l t e r n a t i v e s  available; and,  t he  type,  l i f e  
e x p o c t a n c y ,  cond i t ion ,  and v a l u e  of t h e  p r o p e r t y  l e a s e d .  Rental  arrangements  
should be reviewed p e r i o d i c a l l y  t o  de t e rmine  i f  c i rcumstances  have c h a n g d  arid 
o t h e r  options a r e  a v a i l a b l e .  

c 

I r  

b .  Renta l  c o s t s  under " s a l e  and lease back" arrangements a r e  allowabls 
o n l y  u.p t o  the  amount t h a t  would be allowed had the n o n - p r o f i t  organization 
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d .  Rental  costs under l e a s e s  which a r e  r e q u i r e d  t o  be t r e a t e d  a s  c a p i t a l  
l e a s e s  under GHHP a r e  a l lowable  on ly  up t o  t h e  amount ( a s  exp la ined  i n  
subparagraph b) t h a t  would be  al lowed had t h e  non-p ro f i t  o r g a n i z a t i o n  p u r c h a s e d  
t h e  p rope r ty  on t h e  d a t e  t h e  .Lease agreement was executed .  The p r o v i s i o n s  of 
F inanc ia l  Accounting Standards Board S ta t emen t  13 ,  hccount ing  for Leases, shall 
be used t o  determine whether 2 l e a s e  is a c a p i t a l  l e a s e .  I n t e r e s t  costs r e l a t e d  
t o  c a p i t a l  l eases  a r e  a l lowab le  to t h e  e x t e n t  they  meet t h e  cs l rer ia  i n  
subparagraph 2 3 .  Unallowable cos ts  i n c l u d e  amounts p a i d  for  p r o f i t ,  managPment 
f e e s ,  and t a x e s  t h a t  would not have been  i n c u r r e d  had t h e  n o n - p r o f i t  
o rgan iza t ion  purchased t h e  f a c i l i t y .  

4 4 .  Roya l t i e s  and othe: c o s t s  for use  of p a t e n t s  and c o p y r i g h t s .  

a. ~ o y a l t i e s  on 6 p a t e n t  01- copyr ig i -~ t  o r  a m o r t i s a t i o n  of t h e  c o s t  of 
acqu i r ing  by purchase a C o p p i g h t ,  p a t e n t  , o r  r i g h t s  t h e r e t o ,  necesse r ) ,  for the 
proper  performance of t he  award a r e  a l l o w a b l e  u n l e s s :  

(1) The Federal  Government h a s  a l i c e n s e  or t h e  r i g h t  to f r e e  u s e  of 
t h e  p a t e n t  o r  copyr igh t ,  

( 2 )  The p a t e n t  02 c o p y r i g h t  h a s  beeri a d j u d i c a t e d  t o  be i n v a l i d ,  or 
h a s  been a d m i n i s t r a t i v e l y  de te rmined  t o  he i n v a l i d .  

---_- ( 3 )  The pare]  2t ox c o p y r i g h t  i s  c o n s i d e r e d  t o  lse u n e n f o r c e a b l e .  

- 
( 4  1 The pa t en t  01- c o p y r i g h t  i s  expi red .  

13. S p e c i a l  ca re  should be e x e r c i s e d  i n  de te rmini r ig  r e a s o n a b l e n e s s  w h e r e  
t h e  r o y a l t i e s  may have a r r i v e d  a t  a s  a r e s u l t  of less - thar~-ar r r r '  s - l e n g t h  
b a r g a i n i n g ,  e ,  g . : 

( 1 )  Royal t ies  p a i d  t o  p e r s o n s  , i n c l u d i n g  c o r p o r a t i o n s ,  affiliated 
w i t h  the non-prof i t  o r g a n i z a t i o n .  

( 2 )  Royal t ies  l;aid to u n a f f i l i a t e d  p a r t i e s ,  i nc lud i r ig  c o r p o r a t i o n s ,  
urlcleI an agreement entered i n t o  i n  conternpla t ion  t h a t  2 Federal award w o u l d  ):>e 
made, 
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4 7 .  Tii::e.; 

a .  I n  g e n e r a l ,  t a x e s  which t h e  o r g a n i z a t i o n  i s  roqui rzd  t o  pay  arid whi.ct! 
a r e  p a i d  01: c~c:crueci i n  a c m r d a n c e  w i t h  G>SL?, and Payments made t o  l o c a l  
gsvernnronts  i n  l i e u  of t axes  which a r e  commensurate w i t h  t h e  l o c a l  cjove~nment 
s e r v i c e s  r e c e i v e d  a re  allowable, except  f o r  ( i )  t a x e s  from which exemptioas are 
a - v a i l a b i e  t o  t h e  o rgan iza t ion  d i r e c t l y  o r  which a r e  a v a i l a b l e  t o  the  
o r g a n i z a t i o n  based on an exemption afforded the  Federa l  Government and i n  t h e  
l a t t e r  c a s e  when the  awarding agency ma.kes avai lab1.e  :he necessary  exemption 
c e r t i f i c a t e s ,  ( i i )  s p e c i a l  assessments  on larid which r ep resen t  c a p i t a l  
improvements ,  and (iii) F e d e r a l  income t a x e s .  

b .  Hny refund of  t a x e s ,  and any payment t o  t h e  o r g a n i z a t i o n  of i n t e r e s t  
thpreon, which were al lowed as award c o s t s ,  w i l l  be c red i t ed  e i t h e r  as  a cost 
r e d u c t i o n  o r  cash re fund ,  a s  a p p r o p r i a t e ,  t o  t h e  Federal  Govornment. 
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Contemporaneous purchases of common items by the  non-p ro f i t  o r g a n i z a t i o n  shall 
be regarded as evidence t h a t  s u c h  i . t e m s  a r e  reasonably  u s a b l e  on t h e  nor1-pl-ofit 
o r g a n i z a t i o n ' s  o ther  w o r k .  &TI)/ acceptance  of common i t e m s  a s  a l l o c a b l e  t o  t h e  
terminated portion of t h e  Federal award s h a l l  be l i m i t e d  to the e>:tent that t h e  
q u a n ~ i t i e s  of such i t e m s  on hand, i n  t r a n s i t ,  and on o r d e r  a r e  i n  e x c e s s  of t h e  
reasonable  q u a n t i t a t i v e  r equ i r emen t s  of o t h e r  w o r k .  

b .  If i n  a p a r t i c u l a r  case,  despire a l l  r easonab le  e f f o r t s  by t h e  non-  
p r o f i t  o rgan iza t ion ,  c e r t a i n  c o s t s  cannot  be d i s c o n t i n u e d  immedia t e ly  ar ' ter  the 
e f f e c t i v e  d a t e  of t e rmina t ion ,  such cos ts  a r e  genera l l j i  a l l o w a b l e  w i t h i n  t h e  
l i m i t a t i o n s  set  forth i n  t h i s  C i r c u l a r ,  excep t  t h a t  any such  costs c o n t i n u i n g  
a f t e r  te rmina t ion  due t o  the  n e g l i g e n t  o r  w i l l f u l  f a i l u r e  o f  t h e  n o n - p r o f i t  
o rgan iza t ion  t o  d i scon t inue  such costs s h a l l  be una l lowab le .  

C .  Loss of u s e f u l  v i l u e  of s p e c i a l  t o o l i n g ,  machinery ,  and i s  g e n n r a l l y  
a l lowable  i f :  

(1) Such s p ~ i a l  t o o l i n g ,  s p e c i a l  machinery,  01- equipment  is n o t  
reasonahly capable  of use  i n  t h e  o t h e r  work of :he n o n - p r o f i t  o r g a n i z a t i o n ,  . -  

( 2 )  The i n t e r e s t  of t h e  F e d e r a l  Government i s  p r o t e c t e d  by t r a n s f e r  
Of E i t l e  o r  by other means deemed a p p r o p r i a t e  by t h e  award ing  agency, and  

( 3 )  The l o s s  o f  u s e f u l  v a l u e  f o r  a n y  one t e r m i n a t e d  Fedel-a1 award  i s  
l i m i t e d  t o  t h a t  p o r t i o n  o f  t h e  a c q u i s i t i o n  c o s t  which bears t h e  s a m e  r a t i o  t o  
t h e  t o t a l  a c a u i s i t i o n  cost a s  t h e  t e r m i n a t e d  p o r t i o n  of t h e  F e d e r a l  award b e a r s  

- - b d ~ & S n t i r e  te rmina ted  Federa l  award and o t h e r  Fede ra l  awards  for which t h e  
. -  special t o o l i n g ,  s p e c i a l  machinery, o r  e y u i l M + T s  ~cg11 I 1 wi. 

d .  Rental costs under  unexpi red  l e a s e s  a r e  g e n e r a l l y  allowable where 
C l e a r l y  shown t o  have been reasonably  n e c e s s a r y  for the periormance O f  t h e  
terrninated Federal  award less t l ie  r e s i d u a l  v a l u e  of s u c h  l e a s e s ,  if: 

(1) t h e  amouiit of s u c h  r e n t a l  c la imed does  no t  exceed  t h e  reasorialsle 
use v a l u e  of tlie p rope r ty  leased f o x  t h e  period of  tlie F e d e r a l  award arid s u c h  
fWthel-- pe r iod  2 s  may t e  reasonable, arid 

(2) t h e  non-profit  o r g a i i i z a t i o n  makes 2 1 1  r e a s o n a b l e  e f i o r t s  to 
t e rmina te ,  a s s i g n ,  s e t t l e ,  01 o t h e r w i s e  r e d u c e  tlie cos t  of suc ls  l e a s e .  There 
h l s u  may be ir icluded t h e  cost  of a l t e i - a t j o n s  of such l e a s e d  prope~-t) , ,  p rov ided  
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a ,  C c ~ r ; t s  o f  p r e p a r a t i o n  and  maj.nt%riarice of s proqram of instruct j .m 
.i.rlc:! i i%ing hut riot 1.iniit2d to on-:he-j&, c lasoroom,  and apprent icesh1.p Erai.riiric!, 
t lesi .qned t o  iricrt iaso t h e  vocatioria.1 P f f 5 c ' i l T 7 ~ r i e s 3  of  emnj.oyees, includir iq  
:ra.in.ing m a t e r i a l s ,  t e x t b o o k s ,  salaries o z  wages of E r i t i n e e s  ( exc lud i r ig  ovc.~rt  Lme 
compeririation which might a r i s e  t h e r e f r o m ) ,  arid (1) salaries of the  d i r e c t o r  of 
Erair i i r rg  arid s t a f f  when t h e  t r a i n i n g  F r o g r a m  i s  conducted by the o r g a n i z a t i o n ;  
02 (i2 ) t v . i t j . o n  arid fees  when t h e  t r a i n i n g  i s  in a n  ir ist l . tUtiOn n o t  Operated by)! 
the o r g a n i z a t i o n ,  a r e  allowable . 

b .  C c s t s  of p a r t - t i m e  e d u c a t i o n ,  a t  an undergraduate o r  pos t -graduate  
coll.ege 1PiT lO1,  i n c l u d i n g  t h a t  provided  a t  t h e  o r g a n i z a t i o n ' s  own f a c i l i t i e s ,  a r e  
allowable o n l y  xhen t h e  c o u r s e  o r  degree p u r s u e d  i s  r e l a t i v e  to t h e  f i e l d  i n  
which  the employee i s  now working o r  may reasonably b e  expected t o  work, arid a r e  
l i m i t e d  t o  : 

(1) T r a i n i n g  m a t e r i a l s .  

[ 2 ) Textboo 1:s. 

,.. I 
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C .  Cos ts  of tuition, f e e s ,  t r a i n i n y  m a t e r i a l s ,  and textbooks ( b u t  n o t  
s u b s i s t e n c e ,  s a l a r y ,  o r  any o t h e r  emoluments) i n  connec t ion  with f u l l - t i m e  
educa t ion ,  i n c l u d i n g  t h a t  provided  a t  t h e  o r g a n i z a t i o n ' s  own f a c i l i t i e s ,  a t  a 
pos t -graduate  (bu t  not undergraduate)  c o l l e g e  l e v e l ,  a r e  a l lowable  only when the 
Course or degree  pursued is  r e l a t e d  t o  t h e  f i e l d  i n  which t h e  employee i s  now 
working o r  may reasonably b e  expected t o  w o r k ,  and o n l y  where the cos ts  r e c e i v e  
t h e  pr ior  approval  of t h e  awarding agency .  Such c o s t s  a r e  l i m i t e d  t o  t h e  c o s t s  
a t t r i b u t a b l e  t o  a t o t a l  p e r i o d  no t  t o  exceed  one school y e a r  f o r  each employee  
SO t r a i n e d .  I n  unusual c a s e s  r h e  p e r i o j  may be ex tended .  

d. C o s t s  of a t t endance  of up t o  1 6  weeks p e r  employee per  y e a r  a t  
s p e c i a l i z e d  programs s p e c i f i c a l l y  des igned  t o  enhance t h e  e f f e c t i v e n e s s  of 
executives or managers o r  t o  p repa re  employees f o r  such  p o s i t i o n s  a r e  a l l o w a b l e .  
Such costs i n c l u d e  enro l lment  f e e s ,  t r a i n i n g  m a t e r i a l s  , rex~boo1:s and r e l a t e d  
cha rges ,  employees I s a l a r i e s ,  s u b s i s z e n c e ,  and t r a v e l .  C o s t s  a l l o w a b l e  under 
t h i s  paragraph do no t  i n c l u d e  chose f o r  courses t h a t  are p a r t  of a degree- 
o r i e n t e d  cur r icu lum,  which a r e  a l lowab le  only t o  t h e  e x t e n t  set  f o r t h  i n  

subparagraphs b and c. - . .  

e. Maintenance expense,  and normal d e p r e c i a t i o n  o r  f a i r  r en ta l ,  On 
f a c i l i t i e s  owned o r  l ea sed  by t h e  o r g a n i z a t i o n  f o r  t r a i n i n g  Purposes  a r e  
a l lowable  t o  t h e  e x t e n t  s e t  forth i n  p a r a g r a p h s  11, 2 7 ,  and  50 .  

f. Cont r ibu t ions  02 dona t ions  t o  e d u c a t i o n a l  o r  t r a i n i n g  i n s t i t u t i o n s ,  
i nc lud ing  t h e  donat ion  of f a c i l i t i e s  01- o t h e r  p r o p e r t i e s  , and s c h o l a r s h i p s  01 

-----felLoy<&ips, a r e  unallowalsle.  - 
g .  Tra in inq  and educa t ion  c o s t s  i n  e x c e s s  of t h o s e  otlierk!ise a l l o w a l s l e  

Under subparagraphs b a n d  c m a y  he a l lowed  with pr io r  approTral of the award ing  
agency. To be cons ickred  for approva l ,  t h e  o r g a n i z a t i o n  must d e m o n s t r a t e  t h a t  
s u c h  costs a r e  c o n s i s t e n t l y  i n c u r r e d  pul-suant  to an e s t a b l i s h e d  t r a i n i ~ j g  arid 
educa t ion  proyi-am, and t h a t  t h e  cour se  or d e g r e e  p u r s u e d  is r e l a t i v e  t o  t h e  
f i e l d  i n  which t h e  Pr[liJlC)jiec i s  noh' woi-ltirig o r  may r e a s o n a b l y  be e x p e c t e d  t o  
work . 
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( 2 )  Unless a p a t t e r n  of avoidance i s  de tec ted ,  = h e  Federa.1 
Goveriiment will g e n e r a l l y  n o t  ques t ion  a n o n - p r o f i t  o rgan iza t ion '  s 
determina' ' t h a t  customary s t a n d a r d  airfzr? o r  o t h e r  d i szoun t  a i r f a r e  i s  
u n a v a i l a b l e  f o r  s p e c i f i c  t r i p s  if t h e  non-Drofi t  o rgan iza t ion  can  d.emonstrate 
either of  the fo l lowing:  ( a )  t h a t  such a i r f a r e  was not a v a i l a b l e  i n  t he  
spec i f i c  c a s e ;  3r (h)  t h a t  i t  i s  t h e  n o n - p r o f i t  o r g a n i z a t i o n ' s  overall p r a c t i c e  
to make r o u t i n e  u s e  of s u c h  a i r f a r e .  

d .  A i r  t r a v e l  by ot l .e r  t h a n  commercial c a r r i e r .  Costs of t r a v e l  by non- 
p r o f i t  organizat ion-owned,  - l e a s e d ,  o r  - c h a r t e r e d  a i r c z a f t  i n c l u d e  the cos t  of 
l e a s e ,  char t e r ,  o p e r a t i o n  ( i n c l u d i n g  pe r sonne l  costs), maintenance, 
d e p r e c i a t i o n ,  i n su rance ,  and  o t h e r  r e l a t e d  costs. The p o r t i o n  of such c o s t s  
that exceeds  the  cost  of a . l lowable  commercial a i r  t r a v e l ,  2s provided  for in 
subpa rag raph]  c . ,  i s  u n a l l o w a b l e .  
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ATTACHMENT “E” 



C i r c u l a r  110. $.-I33 
Revised LO show changes  p u b l i s h e d  in the Federal Register June  2 7 ,  2 0 0 3  

A u d i t s  of States, Local Governments, and Non-Profit O r g a n i z a t i o n s  

ATTACHMENT .k.... . _ _ _ _  
'2 . PAGE .....!...... OF .-.d?2.-. PAGES 

'I'O TJ-IE I1EIDS OF CXBCUTIVE JlEPAJLTMEI\TTS $dqrJ E,CThDLI,SIII~E"!S 

suLiJz:cT': A u d i ~ s  of s t a t e s ,  L U C C , ~  Governlrlents,  and 14on-h-oiit 01-yariizations 

.I , Purpose. .Th i s  C i r c u l a r  j.5 j..s:c.ued pursuant t o  t h e  Siny1.r  Audit  A c t  .Of 
1 9 8 4 ,  P . L .  9 0 - 5 0 2 ,  and the S i n g J e  Audit Act Aineridriients of 1 9 9 6 ,  P . L .  104-156. 
It s e t s  f o r t h  standards f o r  ob ta in ing  consistency and Uniforniit)l am0lJq F'ederal 
agencies for  the audit  of S t a t e s ,  l o c a l  governments, and  non-p ro f i t  
organizations expending Federal awards. 

2 .  k u t h o r i t v .  Cii-cular A-133 is i s sued  under the  au tho r i ty  of s e c t i o n s  
503, 1111, and 7501 et seg .  of t i t l e  31, United S t a t e s  Code, and E x e c u t i v e  
Orders 8 2 4 8  and 1 1 5 4 1 .  

3 .  Rescission and Suwersession . This C i rcu la r  rescinds C i r c u l a r  A -  1 2 8 ,  
"Audits of S t a t e  and Local Governments, 1' issued Apri l  1 2 ,  1 9 8 5 ,  and s u p e r s e d e s  
the  p r i o r  Circular 1,-133, "Audits of I n s t i t u t i o n s  of Highei- Education a n d  
Othel- Non-Profit I n s t i t u t i o n s ,  1' i s s u e d  A p r i l  2 2 ,  1 9 9 6 .  For e f f e c t i v e  d a t e s ,  
see paragraph i o .  

4 .  Policy.  Except as provided h e r e i n ,  t he  s t anda rds  set f o r t h  i n  t h i s  
C i rcu la r  shall be applied by all Federal  agencies .  I f  any s t a t u t e  
s p e c i f i c a l l y  prescr ibes  p o l i c i e s  01- s p e c i f i c  requirements t h a t  d i f f e r  from the 
standards provided herein,  the  p r o v i s i o n s  of t h e  subsequent s t a t u t e  s h a l l  
govern. 

Federal agencies sha l l  apply t h e  p rov i s ions  of the s e c t i o n s  Of t h i s  
Circular to non-Federal e n t i t i e s ,  whether they a r e  r e c i p i e n t s  Expending 
Federal awards received d i r e c t l y  from Federal  awarding agencies ,  or are 
subrecipients  expending Federal awal-ds received from a pass-through e n t i t y  (a 
r ec ip i en t  or  another subrecipient ) . 

This Circular  does not apply t o  non-U. S .  based e n t i t i e s  expending 
Federal awards received e i t h e r  d i r e c t l y  as  a r e c i p i e n t  or i n d i r e c t l y  as  a 
s ubrecipi ent . 

5 .  
contained i n  5-.105 i n  the Attachment t o  t h i s  C i r c u l a r .  

6 .  Rewised Action. The s p e c i f i c  1-eguisernents and r e s p o n s i b i l i t i e s  Of 
Federal agencies and non-Federal e n t i t i e s  a r e  set  f o r t h  i n  the Attachrn- mnt t o  

making awards t o  non-Federal e n t i t i e s ,  e i t h e r  d i r e c t l y  01- i n d i r e c t l y ,  shall 
adopt the language i n  the  C i r c u l a r  i n  c o d i f i e d  r e g u l a t i o n s  as prov ided  i n  
Section 1 0  (below), unless d i f f e r e n t  p r o v i s i o n s  are r equ i r ed  by  F e d e r a l  
s t a t u t e  or a re  approved by t h e  O f f i c e  of Pjanagement and Eudget (OME) . 

7 .  OME Resnonsibi l i t ies  . OMB w i l l  i;eview Federal  agency r e g u l a t i o n s  and 
implementation of this Circular ,  arid w i l l  pi-ovide i n t e r p r e t a t i o n s  of p 0 1 i c y  
requirements and assis tance t o  ensu re  uniform, e f f e c t i v e  and e f f i c i e n t  
i rnpl. ernenta t i on , 

8 .  Infoimation Contact,  Fu r the r  i n fo rma t ion  concerning C i r c u l a r  A - 1 3 3  m a y  
be obtained by contacting the F inanc ia l  Standards and Reporting Branch,  
of Federal Financial ManacJement , off ice of Management and Budget, Washington,  
DC 20503,  Lelephone (202) 395-3993,  

Def in i t i ons .  The d e f i n i t i o n s  of k e y  terms used i n  t h i s  C i r c u l a r  are 

__._ ___ __ t h ; i s - - e ~ ~ ~ a - i ~ ~ e d e l g g e n ~ ~ - e - - - - -  - _ _ ~ _  - 

O f f i c e  
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S ~ ~ h p a ~ r t  I!- - G e l ~ e ~ - a l  
src . 
- . 1.0 (J I’ur]x>sr . 

lie i- in i t j on s . - ,105 

Subparl: B- -Audits 
- ,200 kudi t 1-eguirem- -11ts. 
- ,205 E i a s i s  f o r  determining F‘ederd awards expended 
- ,210 Subrecipient arid vendor determinations. 
- .215 Relation to other audit requirements. 
- ,220 Frequency of audits. 
- .225 Sanctions, 

. 2 3 0  kudit costs. - 
- . 2 3 5  Program-specif ic audits. 

Subpart C--Auditees 
- , 3 0 0  Audit ee re spons ibi 1 i ti e s . 
- . 3 0 5  Auditor selection. 
- ,310 Financ4a.l statements. 
- ,315 Audit findings follow-up. 
- , 3 2 0  Report submission. 

Subpart D--Federal Agencies and Pass-Through Entities 
- ,400 Responsibilities. 
- , 4 0 5  Management decision. 

Subpart E- 
, 5 0 0  
,505 
, 5 1 0  
, 515  
,520  
.525  
.530 

- 
- 
- 
- 
- 
- 
- 

-Audi tors 
Scope of audit. 
Audit reporting. 
Audit findings. 
Audit working papers. 
Major program deLermination. 
Criteria f o r  Federal program risk 
Criteria for 2 l o w - r i s k  auditee. 

Appendix k to Part - - Data Collection Form (Form SF-SAC). 

Appendix B to Part - - Circular A - 1 3 3  Compliance Supplement 
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Corrective act:ion means ac t ion  taken by the auditee t h a t  : 

(1) Corrects i d e n t i f i e d  d e f i c i e n c i e s ;  

( 2  ) Produces recommsnd.ed improvements ; or  

( 3 )  Demonstrates t h a t  a u d i t  f i n d i n g s  21-0 e i t h e r  i nva l id  o r  do not 
warrant a u d i t e e  a c t i o n .  

Federal aqencv has t h e  same meaning as  t h e  t e r m  ayency i n  Sect ion 5 S i ( i )  
of t i t l e  5, United S t a t e s  Code. 

Federa.1 award means Federal  f i n a n c i a l  a s s i s t a n c e  and Federal  c o s t -  
reimbursement contracts t h a t  non-Federal entities receive d i r e c t l y  from 
Fedsral  awarding agenc ie s  or i n d i r e c t l y  f r o m  pass - through en t i t i es .  It does 
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iiot inc3 udt. p i -ocu~eir~ei~t  c o n t r a c t s  , undei .  ~ X - E I I - I ~ S  01- conti-ac~:: , u s e d  to b u y  
good;.. 01- sel-vj c;es iron1 7rendoj-s . Any a u d j  L:; of suc11  vendol-s shttll I:ie covei-ed 
by tlie teirriis a n d  coiidiLions of the conti-iicl: , C o n t r a c t s  L o  opri1-aL.e Federa l  
G o v e m n i e n t  owIied, cont1-actol- opel-ated f a c i . i i  t i e s  (GOCOs) 21-e e i t c l u d e d  fi-ow t h e  
1:ECjUiJ l "n lP I l tS  Of t h i Z  p1 - t  . 

F'ederal ilwal-dj n q  acienc\r means the F'euel-ai acJency t h a t  provides  an award 
d i r e c t l y  t o  the recipi eiiC. 

F'r-de ra  1 f i n  an c i a 1 as c i s tan c e me an s a c s i s t an c e t ha t .n on - Fed e I-a 3 en t i t ri. e s 
receive OT adniinister i n  the  form of gra i i t s ,  l o a n s ,  loan guarantees ,  p r o p e r t y  
(including donated s u r p l u s  propert)f j  , coo.j~erati  \/e agi-eenients, i n t e r e s t  
subs id i e s ,  insurance, food commodities, d i r e c t  appropr i a t ions ,  and other 
a s s i s t ance ,  but does not i nc lude  amounts received as  reimbursement f o r  
s e rv i ces  rendered t o  i nd iv idua l s  as described i n  g- .205  ( h )  and S.-.205 (i) . 

Federal piroqram means : 

(1) All Federal awards t o  a non-Federal e n t i t y  assigned a s i n g l e  
number i n  t h e  CFDA. 

(2) When nu CFDA number i s  assigned, a l l  Federal  awards from t h e  s a m e  
agency made f o r  the same purpose should be combined and considered one 
program. 

( 3 )  Notwithstanding paragraphs (1) and ( 2 )  of t h i s  d e f i n i t i o n ,  a 
c l u s t e r  of programs. The t p z s  of c l u s t e r s  of programs a r e :  

( i)  Research and development (R&D) ; 

(ii) Student f i n a n c i a l  a i d  (SA); and 

(iii) "Other c l u s t e r s ,  a s  descr ibed i n  the  d e f i n i t i o n  of c l u s t e r  
of programs i n  t h i s  sect ion.  

GAGAS means generally accepted government audicing srandal-as i s s u e d  b ) 7  

the  Comptroller General of t h e  United S t a t e s ,  which a r e  app l i cab le  t o  
f inanc i a l  a u d i t s  '. 

Generallv acceDted accountinq p r i n c i p l e s  h a s  t h e  meaning s p e c i f i e d  i n  
general ly  accepted auditing s t a n d a r d s  issued by t h e  American I n s t i t u t e  of 
Cer t i f i ed  P u b l i c  Uccountants (AICPA)  . 

Indian t r i b e  means any  Ind ian  t r i b e ,  band, n a t i o n ,  01- o t h e r  o r g a n i z e d  
group or  community, including any Alaskan Iiiative v i l l a g e  o r  r eg iona l  o r  
v i l l a g e  corpoi-ation ( a s  def ined i n ,  or  e s t a b l i s h e d  under,  the Alaskan N a t i v e  

-----f?iak-ms- Sef+kement+Act+ ~ ~ a t - ~ ~ - r ~ ~ ~ ~ ~ i - ~ ~ ~ ~ - t ~  an-- S.ta.tes-ds&sible f 01- 

the  special  programs and s e r r i c e s  provided by t h e  United S t a t e s  t o  I n d i a n s  
because of t h e i r  s t a t u s  a s  I n d i a n s .  

In t e rna l  control means a p rocess ,  e f f e c t e d  by an e n t i t y ' s  management and  
o the r  personnel,  designed t o  p rov ide  reasonable assurance regarding the 
achie~ernent of objectives i n  t h e  following c a t e g o r i e s  : 

(1) Effectiveness and e f f i c i e n c y  of o p e r a t i o n s ;  

(2) R e l i a b i l i t y  of f i n a n c i a l  r e p o r t i n g ;  and 

(2) Compliance w i t h  a p p l i c a b l e  laws and r e g u l a t i o n s  

Internad con t ro l  u e r l a i i i i n q  to the comol Fance reauirements 1 '07-  Federal 
D i - o q r a m s  ( In t e rna l  control o v e r  Federal  p r o g r a m s )  means J p r o c e s s - - e f f e c t e d  ]>)I 



; i I 1 Any <I~:!ICI' 1 aw?:  i i i l c j  rpclji! a t  I on:; !-hat are .ident.;.f-: i ed i . l i  I : t l e  
.;:orrip I J <iiic:e nupp.l.zmcrit.; arid 

( 3 )  F'urrds, ,property, and other as: ii 1-2 s ai equaircl.:d aga j. r i s  t 1 05;:; 
!!.om urlauth(Jr. i .zrld use or disposjtion 

I__ Loan mc:ari:; a Federal. loan or loan  guairantse r ~ c e i v d  01- adrninj~st~ernd hy 
a rtor1.- F'ecJc::saL e n t i t y .  

-- L,ocaZ aov2mmat nisilnc' any unit of l o c a l  government within J. S t a t e ,  
i.ric.9 l l c i i r l g  a coun-j;, S ~ r z ~ ~ q j h ,  muni.c!!-pal;.ty, ~ ' ! i t ~ ,  t o w n ,  townshi? ,  parish, local 
~ ~ ~ 1 1 5  I . I  c a u t h o r i t y ,  specC:.;i.t d is t i - ic t  , ,qchoo:! d i s t r i c t ,  intrastate r i i s t r ic t ,  
t x n - i t  i 1. of governnlents, arid any C i t r i c r  ;nstrumental i r;' of local. government. 

Ma'jor proq~ani  means a PPciezaj program d c t e , r r i i n % d  by tne aud.3.t.o~ zo oe il 

m a - j o +  pi-ogram in accordance r r i  t h  §-.520 01- a progralll identj.fi.ed ?is ii rr,a:)@?- 
pi-ogra.m hy a ~e-dera l  iIgerlCy 3 1 -  pass-:hra1.igh -7nt j . ty  .in accordance w i t h  
§-.225 (c) 

Manaqement c]ecj.sion means the evaluation by ",he kdePal ijW3.1-d i.r'Ig ag.inCy 
or pass- through o n t i t y  of the a.udit f i nd ings  arid coxrect iv? act ion p l a n  and. 
t he  issuance of a w r i t t e n  dec i s ion  as  to what corrective act ion i s  necessary. 

Non-Federal  e n t i t y  means a State, l o c a l  government, or non-profi t  
o r g a n i z a t i o n .  

Non-Drof i t  orqanizat ion means : 

(1) any corporat ion,  t r u s t ,  association, cooperative, or other 
o r g a n i z a t i o n  that: 

(i)  Is o p e r a t e d  p r imar i ly  f o r  s c i s n t i z i c ,  educat ional ,  service,  
charitable, or similar purposes i n  t h e  p u b l i c  i n t e r e s t ;  

(ii) Is no t  organized pr imar i ly  for p r o f i t ;  and 

(iii) Uses i t s  n e t  proceeds t o  ma in ta in ,  improve, o r  expand i t s  
opera.tions; and 

( 2 )  The term non-Drof i t  orqanizat ion includes non-prof it institutions 
of higher education and h o s p i t a l s .  



__ OlVE mems t h e  Execut ive  ( i f f i c e :  of tile ! - ~ e s i . d e i i t ,  OiLi ce of 14anagernei-~t 
and Budget 

Ove2-si c r h i  ilclencv To?- audit-. inearis the  F'ederal awarding ~igei-icy t h a t  
p i - o ~ i d e s  t ~ i e  predonrinant amount of d i r e c t  i uliding LO a r e c i p i e n t  n o t  a s s i  gned 
E: cognizant  agency f o i -  a u d i t  , when L1iei-e j 5: nu  direct iundiricl, tlie F e d e r a l  
q e i i q  w i t h  t h e  p~redominan t  i r idirect  funding shall a~sui r ie  t h e  o ~ e i - ~ s i g i i t  
r e s p o n r i t i l i . c i e s ,  TIE duties of the over s iy i i t  qency f o r  a v d i r  a3-e described 
in E-. 4 0 0  (b) . 

Effective J u l y  28, 2 0 0 3 ,  the following is added to this definition: 
I! Federal  agency witl-1 o v e r s i g h t  f o r  an a u d i t e e  may reassign ove i r s igh t  LO 
another  Federal  agency which provides  s u b s t a n t i a l  funding and a g r e e s ,  t o  
be t h e  overs ight  agency foi- a u d i t .  h ' i t l i i n  3 0  days  a f t e r  any 
reassignment ,  bo th  t h e  o l d  and the  new o v e r s i g h t  agency f o r  a u d i t  s h a l l  
n o t i f y  the a u d i t e e ,  and, if known, t h e  a u d i t o r  of t h e  r e a s s i g n m e n t . "  

Pass- throuah e n t i t y  means a non-Federal  e n t i t y  t h a t  p r o v i d e s  a F e d e r a l  
award t o  a s u b r e c i p i e n t  t o  c a r r y  o u t  a Fede ra l  p rogram.  

Proqram-swecific a u d i t  means an a u d i t  of one Fede ra l  program a s  p r o v i d e d  
f o r  i n  S - . 2 O O ( c )  and  5-.235. 

Ouestioned cos t  means a c o s t  t h a t  i s  q u e s t i o n e d  by t h e  a u d i t o r  b e c a u s e  
of an a u d i t  f i n d i n g :  

( 1 )  Which r e s u l t e d  from a v i o l a t i o n  o r  p o s s i b l e  v i o l a t i o n  o f  a 
provis ion  of a l a w ,  r e g u l a t i o n ,  c o n t r a c t ,  g r a n t ,  c o o p e r a t i v e  agreement ,  o r  
o ther  agreement o r  document govern ing  t h e  use  of F e d e r a l  funds ,  i n c l u d i n g  
funds  used t o  match Federa l  funds ;  

(2) Where t h e  costs, a t  t h e  t ime of t h e  a u d i t ,  a r e  no t  s u p p o r t e d  by 
adequate documentation; o r  

( 3 )  Where t h e  c o s t s  i n c u r r e d  appear  u n r e a s o n a b l e  and do n o t  r e f l e c t  
t he  a c t i o n s  a prudent  person  would t ake  i n  t h e  c i r c u m s t a n c e s .  

R e c i w i e n t  means a non-Federal  e n t i t y  t h a t  expends  Fede ra l  awards 
received d i r e c t l y  from a F e d e r a l  awarding agency t o  c a r r y  o u t  a F e d e r a l  
program. 

Research and develoDment (Rlr D )  means a l l  r e s e a r c h  a c t i v i t i e s ,  b o t h  b a s i c  
and app l i ed ,  and a l l  development a c t i v i t i e s  t h a t  a r e  per formed by a non-  
Federal e n t i t y .  Research i s  d e f i n e d  a s  a s y s t e m a t i c  s t u d y  d i r e c t e d  t o w a r d  
f u l l e r  s c ~ e n t ~ f i c ~ ~ l ~ - t ~ ~ ~ ~ ~ ~ ~ u ~ ~ ~ ~ ~ i ~ d ,  -T&.s -gea  
research a l s o  inc ludes  a c t i v i t i e s  i n v o l v i n g  t h e  t r a i n i n g  of i n d i v i d u a l s  i n  
research t echn iques  where s u c h  a c t i v i t i e s  u t i l i z e  t h e  same f a c i l i t i e s  as o t h e r  
research and developnient a c t i v i t i e s  and where s u c h  a c t i v i t i e s  a r e  n o t  i n c l u d e d  
i n  the  i n s t r u c t i o n  f u n c t i o n .  Develonment i s  t h e  s y s t e m a t i c  u s e  of 1:nOwledcJe 
a n d  understanding gained from r e s e a r c h  d i r e c t e d  toward  t h e  p r o d u c t i o n  of 
useful  m a t e r i a l s ,  dev ices ,  sys t ems ,  o r  methods,  i n c l u d i n g  des ign  and 
developioent of p ro to types  and p r o c e s s e s .  

S ino le  audj  t. means an a u d i t  which i r rc ludes  both t h e  e n t i t y ' s  f i n a n c i a l  
s ta tements  and t h e  Federa l  awards a s  d e s c r i b e d  iJJ  s-. 5 0 0 .  

S t a t e  means any StaLe of  t h e  United S t a t e s ,  t h e  D i s t r i c t  of Columbia ,  
the  Commonwealth of I'uerto R ico ,  t h e  Vj.rgiri I s I . ands ,  Guam, American Samoa, t h e  
Comnion~!ealth of t he  Northern Mariana I s la r rds ,  and t l i e  T r u s t  T e r r i t o r y  of t h e  

PAGE .. 17 ...... OF ....%?.. PAGES I 1 



( b )  .Si.riql.e aLtclit. Nori-Federal e n t i t i e s  t h a t  expend $ : 3 0 0 ,  090 ($500,000 
f o r  f i s c a l  y e a r s  endj.ncJ a f t e r  December 31, 2003)  o r  rriore i r i  a year i n  Federal 
d w a r d s  shall have a s i n g l e  a u d i t  conducted i n  accordance w i t h  S-.500 except 
when t h e y  e l e c t  t o  have a program-spec i f ic  a u d i t  conducted i n  accordance with 
p a r a g r a p h  (c) of  this s e c t i o n .  

( c )  Proqram-snec i f ic  au.dit e l e c t i o n .  When an auditee expends Federal  
awards under  on ly  one F e d e r a l  program ( e x c l u d i n g  RGrD) and t h e  Federal 
program's laws,  r e g u l a t i o n s ,  o r  g r a n t  agreements  d.0 not r e q u i r e  a f i n a n c i a l  
s t a t e m e n t  a u d i t  of t h e  a u d i t e e ,  t h e  a u d i t e e  may e l e c t  t o  have a prograrn- 
spec i f i c  audi t  conducted i n  accordance with 5-. 2 3 5 .  A program-spec i f ic  
a u d i t  may n o t  be e l e c t e d  f o r  R & D  u n l e s s  a l l  o f  t h e  Federal awards expended 
were r e c e i v e d  from the same Federa l  agency,  or t h e  same Federal  agency and the 
same pass- through e n t i t y ,  and t h a t  Fede ra l  agency ,  o r  pass- through e n t i t y  i n  
t h e  c a s e  of a s u b r e c i p i e n t ,  approves i n  advance a program-spec i f ic  a u d i t .  

( d )  ExemDtion when Fede ra l  awards exDend.ed a re  l e s s  t h a n  S300,OOO 
($500,000 for f i s c a l  m a r s  e n d i n a  after December 31, 2003L.  Non-Federal 
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6-. 2 0 5  Basis f o r  d e t e r m i n i n g  Federal awards  expended. 

( a )  cJet.erminino Feclel-al a w a r d s  e;:uenclecl. The d e t e r m i n a t i o n  of when an 
award i s  expended siiould )>e based on when t h e  a c t i v i t y  r e l a t e d  t o  t he  award  
OCCUI-Y". Genera l ly ,  t h e  a c t i v i t y  p e r t a i n s  t o  e v e n t s  t h a t  r e q u i r e  t h e  non-  
Federal  e n t i t y  t o  comply w i t h  l aws ,  r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  O f  

c o n t r a c t s  or gran t  agreements,  such a s :  e>:penditure/e,:perise t r a n s a c t i o n s  
a s s o c i a t e d  w i t h  g ran ts  I cost-reimbursement  c o n t r a c t s ,  c o o p e r a t i v e  a g r e e m e n t s ,  
and d i r e c t  appropr i a t ions ;  t h e  d isbursement  of  f u n d s  passed th rough  t o  
s u b r e c i p i e n t s ;  t he  use of l o a n  proceeds  under  l o a n  and loan  g u a r a n t e e  
programs; t h e  r e c e i p t  of p r o p e r t y ;  t h e  receipt of s u r p l u s  p r o p e r t y ;  t h e  
r e c e i p t  o r  u se  of program income; t h e  d i s t r i b u t i o n  or  corsurnption of  food 
commodities; t h e  disbursement  of amounts e n t i t l i n g  t h e  non-Federal  e n t i t y  t o  
ari i n t e r e s t  subsidy;  and,  t h e  p e r i o d  when i n s u r a n c e  i s  i n  f o r c e .  

Ib) Loan and loan  a u a r a n t e e s  ( l o a n s ) .  S i n c e  t h e  Fede ra l  Government  i s  
a i  risk f o r  l oans  u n t i l  t h e  d e b t  is r e p a i d ,  t h e  f o l l o w i n g  g u i d e l i n e s  s h a l l  be 
used t o  c a l c u l a t e  t h e  v a l u e  of F e d e r a l  awards expended under l o a n  p r o g r a m s ,  
except  as noted  i n  paragraphs  (c) and (d)  of t h i s  s e c t i o n :  

(1) V a l u e  of new l o a n s  made o r  r e c e i v e d  d u r i n g  t h e  f i s c a l  y e a r ;  
p lus  

( 2 )  Balance of loans  from p r e v i o u s  y e a r s  f o r  w h i c h  t h e  F e d e r a l  
Government imposes con t inu ing  compliance r e q u i r e m e n t s ;  plus 

( 3 )  h n y  i n t e r e s t  subs idy ,  ca sh ,  o r  a d m i n i s t r a t i v e  cost allowance 
rece ived .  

(c )  Loan and loan  g u a r a n t e e s  ( l o a n s )  at. i n s t i t u t i o n s  of hiahel-  
educa t ion .  When loans are made to s t u d e n t s  of a n  i n s t i t u t i o n  of h i g h e r  
educat ion b u t  t h e  i n s t i t u t i o n  does  not  make t h e  loans ,  t h e n  on ly  t h e  v a l u e  Of  

year .  The fjal ance of l o a n s  f o r  p r e ~ r i o u s  ~ , e a i ~ ~ ~ ~ ' t r - i r r r ~ u d e d - a s - ~ ~ ~ a ~ - ~ - - - - -  
awards e::pended because the  l e n d e r  accoun t s  f o r  t h e  p r i o r  b a l a n c e s .  

.---Loims made dur inq  the  yea r  s h a l l  be  c o n s i d e r e d  F e d e r a l  awards expended i n  t h a t  

( d )  Pr io r  Joan and l o a n  q u a r a n t e e s  ( l o a n s ) .  Loans, t h e  p r o c e e d s  of 
which were rece i i )ed  and expended i n  p r i o r - y e a r s  I a r e  n o t  c o n s i d e r e d  F e d e r a l  
awards expended under t h i s  par t  when t h e  laws ,  r e c p l a t i o r i s  , and t h e  prol7iSiOnS 
of c o n t r a c t s  ox grant agreements  p e r t a i n i n g  t o  s u c h  l o a n s  impose no COntinUl.nLi 
compliance requirements  o the r  t h a n  t o  repay  t h e  l o a n s .  

( e l  Endo~ment f u n d s .  The cumula t ive  b a l a n c e  of Fede ra l  awards  f o r  
erldowriient funds  which a r e  f e d e r a l 1  y r e s t r i c t e d  a r e  c o n s i d e r e d  awards  expended 
i n  each year i n  which t h e  furids a r e  s t i l l  r e s t r i c t e d .  

(f) Free r e n t ,  Free r e n t  r e c e i v e d  b y  itself is not  c o n s i d e r e d  a 
F e d e r a l  award  expended urrder tliis IJar t  , However, f r e e  r e n t  r e c e i v e d  a s  pa1-t 
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(2) Has i t s  performance measured a g a i n s t  whether trie ohjectlir.!.; 
C J ~  t he  r;'c?deral program a r e  met;  

( 3 )  Has r e s p o n s i b i l i t y  f o r  programmatlc  decisj-on m a k i n g ;  

(4 ) Has responsibility for adhererice t o  app l i cab le  Federa l  
program compliance r zqu i r emen t  s; and 

( 5 )  Uses t h e  Fede ra l  f u n d s  t o  cars>/ o u t  a program of the 
o r g a n i z a t i o n  a s  compared t o  p rov id ing  goods o r  s e r v i c e s  f o r  a program of t h e  
pass-through entity. 

( c )  Pavment f o r  qoods and. s e r v i c e s  C h a r a c t e r i s t i c s  i n d i c a t i v e  of a 
payment for goods and s e r v i c e s  r e c e i v e d  b y  a vendor  are when t h e  o r g a n i z a t i o n :  

(1) Prov ides  t h e  goods and s e r v i c e s  within normal business 
operations; 

ATTACHMENT .......E ........ 
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i d )  Use of iudqnlent i n  ma1ri.iio det.errninati.orr. There may J x  u n u s u a l  
circuii istauces or  except ions t o  t h e  I.ist;ed c h a r a c t e r i s t i c s .  I n  making t l i e  
de te rn i ina t ion  of whetlier a suI3recipient  o r  vendor  r e l a t i o n s h i p  e x i s t s  , t h e  
subs tance  of  t h e  r e l a t i o n s h i p  i s  more impor t an t  t h a n  t h e  forni o f  t h e  
agreement.  I t  i s  n o t  expected t h a t  all of t h e  c h a r a c t e r i s t i c s  w i l l  be p r e s e n t  
and judgment should be used in determining  whether  an e n t i t y  i s  a s u b r e c i p i e n t  
o r  vendor .  

( e )  For-urof i t  s u b r e c i w i e n t .  S ince  t h i s  p a r t  does no t  a p p l y  t o  f o r -  
p r o f i t  s u b r e c i p i e n t s ,  t he  pass - through e n t i t y  i s  r e s p o n s i b l e  for e s t a b l i s h i n g  
requi rements ,  a s  necessary,  t o  ensu re  compliance by f o r - p r o f i t  s u b r e c i p i e n t s  . 
The c o n t r a c t  w i t h  t he  f o r - p r o f i t  s u b r e c i p i e n t  shou ld  d e s c r i b e  a p p l i c a b l e  
compliance requirements  and t h e  f o r - p r o f i t  s u b r e c i p i e n t ' s  compl i ance  
r e s p o n s i b i l i t y .  Methods t o  e n s u r e  compliance f o r  Fede ra l  awards m a d e  t o  501-  
p r o f i t  s u b r e c i p i e n t s  may i n c l u d e  pre-award a u d i t s  , moni tor ing  d u r i n g  t h e  
c o n t r a c t ,  and post-award a u d i t s .  

(f) Cornwliance r e s D o n s i b i l i t y  f o r  v e n d o r s .  I n  most c a s e s ,  t h e  
aud i t ee  ' S  compliance r e s p o n s i b i l i t y  f o r  vendors  i s  on ly  t o  e n s u r e  t h a t  t h e  
PrOCUIement, r e c e i p t ,  and payment f o r  goods and s e r v i c e s  comply w i t h  laws, 
r e g u l a t i o n s ,  and the  p r o v i s i o n s  of c o n t r a c t s  o r  g r a n t  agreements .  Program 
COmPiianC.? requirements  normal ly  do not  p a s s  t h r o u g h  t o  ~7endors .  However, the 
a u d i t e e  i s  r e spons ib l e  f o r  e n s u r i n g  compliance f o r  vendor t r a n s a c t i o n s  which '  
a r e  S t r u c t u r e d  such t h a t  t h e  vendor  i s  r e s p o n s i b l e  f o r  program c o m p l i a n c e  or 
t h e  vendor '  s r eco rds  must he  reviewed t o  d e t e r m i n e  program c o m p l i a n c e .  A l s o ,  
when t h e s e  vendor  t r a n s a c t i o n s  r e l a t e  t o  a ma jo r  program, t h e  s c o p e  of t h e  
a u d i t  s h a l l  i nc lude  de te rmining  whether  t h e s e  t r a n s a c t i o n s  a r e  i n  c o m p l i a n c e  
with laws, r e g u l a t i o n s ,  and t h e  pro i r i s ions  of c o n t r a c t s  or  g r a n t  agreements .  

5'-. 215 Relation to o t h e r  audit requirements. 

( a )  Aud.it under- t h i s  Dar t  i n  l i e u  of  o t h e r  a u d i t s .  An a u d i t  m a d e  i n  
- -+€EM- da R e e - k S ~ t ? k + i 2 i ~ - p  a=z W a L B  e-ia4ieu-e~n~3~fin.ii3njr-financial a u d i + g u L x - -  - ~ 

under i n d i v i d u a l  Federal  awards.  To t h e  e x t e n t  t h i s  a u d i t  meets a F e d e r a l  
agency ' s  needs ,  i t  s h a l l  r e l y  u p o n  and use such  a u d i t s .  The p r o v i s i o n s  of 
t h i s  p a r t  n e i t h e r  limit t h e  a u t h o r i t y  of  F e d e r a l  a g e n c i e s ,  i n c l u d i n g  t h e i r  
In spec to r s  Genera l ,  01 GAO t o  conduct  o r  a r r a n g e  f o r  a d d i t i o n a l  a u d i t s  ( e . g .  , 
f i n a n c i a l  a d i t s ,  performance a u d i t s ,  e v a l u a t i o n s ,  i n s p e c t i o n s ,  01 reviews) 
nor a u t h o r i z e  any aud i t ee  t o  c o n s t r a i n  Fede ra l  a g e n c i e s  from c a r r y i n g  o u t  
a d d i t i o n a l  a u d i t s .  Any a d d i t i o n a l  a u d i t s  s h a l l  be planned  and p e r f o r m e d  i n  
such a w a y  a s  t o  bu i ld  upon woi-I; perforrried b y  o t h e r  a u d i t o r s .  

( b )  Federa l  aoencv t.o r ~ a v  f o r  add.j t j .onal.  a u d i t s .  A Federal  a g e n c y  
t h a t  conducts  01- c o n t r a c t s  foi-  a d d i t i o n a l  a u d i t s  s h a l l ,  c o n s i s t e n t  w i t h  o t h e r  
a p p l i c a b l e  laws  and !-egulatj.oris, a r r a n g e  €or funcling t h e  f u l l  c o s t  of S u c h  
addi t ional .  a u d i t s ,  
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c .225 Sanct ions .  
A' -, 

No a u d i t  c o s t s  may he charged t o  F e d e r a l  awards when a u d i t s  r e q u i r e d  b y  
:hi.s p a r t  klave not bsen macle o r  have been made hu t  not I n  accordance w.i.?:h this 
p a r t .  I n  casss of  continued. i n a b i l i t y  o r  unwi l l ingness  to tiavo an audit 
c:ond.ucted i n  accordarice with t h i s  p a r t ,  Federa l  agencies and pass- throuqh 
E n t i t i e s  s h a l l  t a k e  appropr i?J te  a c t i o n  u s i n g  s a n c t i o n s  such a s :  

( a )  li.tt-it-told.i.rtg a percentaqe of  F'nderal awards u n t i l  the G J U ~ L ' C  1 s 
-.onipJ et-ed s a t i s f a c t o r j  1 y ;  

(b) Withholding o r  d i sa . l lowiny  overhead c o s t s ;  

(c) Suspending Federa l  awards u n t i l  t h e  a u d i t  i s  conducted; or 

(d) Terminating t h e  Federal award. 

§-. 230  Audit costs .  

(a) kllowable c o s t s .  Unless p r o h i b i t e d  by law, t h e  c o s t  of  a u d i t s  
made in accordance w i t h  t h e  p r o v i s i o n s  o f  t h i s  p a r t  are a l lowable  charges t o  
Federal a w a r d s .  The cha rges  may be cons ide red  a direct cos t  or an a l l o c a t e d  
i n d i r e c t  cost, a s  determined i n  accordance wi th  t h e  provis ions of a p p l i c a b l e  
OMB cost p r i n c i p l e s  c i r c u l a r s ,  t h e  Fede ra l  Ucqu i s i t i on  Regulat ion ( F A R )  ( 4 8  
CFR p a r t s  30 and 31), o r  o t h e r  a p p l i c a b l e  c o s t  p r i n c i p l e s  o r  regulations. 



(2) l'hr cos t  of i ~ u d l t l ~ ~ ~ j  a i~orl-f 'ederhl e n t j t y  v!liicl-i l i d s  Federa l  
awardr ;  e::pelided o f  l e s s  ~ ] j a r l  $ 3 ( J ( ) ,  ()(l(J ($J[)(), 0 0 0  foz- f i s c a J  years  e l i d i l / g  d f t e r  

Deceiabei- 31, 200.7) ],el- yeai- a i ~ d  i s  tiiei-ehy exempted unde r  S-. ,700 ( d )  f 1 - 0 ~  
l iaving arI a u d i t  : :o~rducled under t l i i c  p a r t  . Howevei', this does not p r o . h i b i t  a 
pas~-thi:.ouqIi entit.y froni  c l i a i - g i l ~ g  F e d e r a l  awai:ds foi- t h e  cos t  of l i m i t e d  scope 
a u d i t s  to monitor i t s  subrecipients i n  acco rdance  w i t h  S-. 4 0 0  (d) (3) , 
pl-ovided the  subrecipient  does n o t  have a s i n g l e  a u d i t .  Fur p u r p o s e s  O f  t h i s  
p a r t ,  l i m i  Led scope a u d i t s  on1 y i n c l u d e  a greed-upon procedures  engag ernent s 
conducted i n  accordance w i t h  e i t l i e r  tlie ?.ICPP,'s g e n e r a l l y  accep ted  a u d i t i n g  
s t a n d a r d s  or a t t e s t a t i o n  s t a n d a r d s ,  t h a t  a r e  p a i d  f o r  and ar ranged  by a p a s s -  
through e n t i t y  and address  o n l y  one 01 nore  of the f o l l o v i r i g  types of 
compl i anc e re  q u i  r emen t s : 
costs/cOst p r i n c i p l e s ;  e l i g i b i l i t y ;  matching,  l e v e l  of e f f o r t ,  e a r m a r k i n g ;  
and, r e p o r t i n g .  

a c t i v i  t i  e s a 11 owed 01- una1 1 owed ; a 1 1 ow ab1  e 

5-. 235 Progxam-specific aud i t s  

(a1 Proaram-swci f ic  a u d i t  a u i d e  a v a i l a b l e .  In many c a s e s ,  a prograrn- 
s p e c i f i c  a u d i t  guide w i l l  be a v a i l a b l e  t o  p r o v i d e  s p e c i f i c  gu idance  t o  t h e  
a u d i t o r  w i t h  resppct  t o  i n t e r n a l  c o n t r o l ,  compliance requi rements  I s u g g e s t e d  
audit  procedures ,  and audi t  r e p o r t i n g  r e q u i r e m e n t s ,  The a u d i t o r  s h o u l d  
Contact  t h e  Office o f  I n s p e c t o r  Genera l  of t h e  Federa l  agency t o  d e t e r m i n e  
whpther such a guide i s  a v a i l a b l e ,  When a c u r r e n t  p rogram-spec i f i c  a u d i t  
guide i s  a v a i l a b l e ,  t h e  a u d i t o r  s h a l l  f o l l o w  G h G A S  and t h e  gu ide  when 
performing a program-specif ic  a u d i t .  

(b) Proaram-snecific a u d i t  a u i d e  no t  a v a i l a b l e .  (1) When a p rogram-  
s p e c i f i c  a u d i t  guide i s  not  a v a i l a b l e ,  the a u d i t e e  and a u d i t o r  shall h a v e  
b a s i c a l l y  t h e  same r e s p o n s i b i l i t i e s  for t h e  F e d e r a l  program 2s they would h a v e  
for an a u d i t  of a major program i n  a s i n g l e  a u d i t .  

( 2 )  The a u d i t e e  s h a l l  p r e p a r e  t h e  f i n a n c i a l  s t a t e m e n t ( s )  for t h e  
Federal program t h a t  i nc ludes ,  a t  a minimum, a schedu le  of e x p e n d i t u r e s  of  
Federal  awards for the  program and n o t e s  t h a t  d e s c r i b e  t h e  s i g n i f i c a n t  
account ing  p o l i c i e s  used i n  p r e p a r i n g  t h e  s c h e d u l e ,  a summary s c h e d u l e  of 
p r i o r  a u d i t  f i nd ings  c o n s i s t e n t  w i th  t h e  r e q u i r e m e n t s  of S-.315 (b) , a n d  a 
c o r r e c t i v e  a c t i o n  plan c o n s i s t e n t  w i th  t h e  r equ i r emen t s  of S-. 315 ( c )  . ~ _ _  - - -- - - - 

( 3 )  The a u d i t o r  s h a l l :  

( i )  Perform an a u d i t  of t h e  f i n a n c i a l  s t a t e r n e n t ( s )  f o r  t h e  
Federal  program i n  accordance w i t h  G A G A S ;  

(ii) Obtain ari u n d e r s t a n d i n g  of i n t e r n a l  c o n t r o l  arid 
perform tes ts  of  i n t e r n a l  c o n t r o l  Oiler t h e  F e d e r a l  program c o n s i s t e n t  witt i  t h e  
requii:ements of S - . 5 0 0 ( c )  f o r  a major  program; 

(iii 1 Peirforrn p r o c e d u r e s  t o  de t e rmine  whether t h e  a u d i t e e  
h a s  complied w i t h  laws, r e g u l a t i o n s ,  and t h e  provj . s ions  of c o n t r a c t s  o r  g r a n t  
aqreernents t h a t  cou ld  have 2 d i r e c t  and m a t e r i a l  e f f e c t  on tile F e d e r a l  pi:vyram 
c o n s i s t e n t  k t i . t h  t he  requirenients  of s-. 5 0 0  (d) fo i -  a m a j o r  F J X J ~ I ~ I U ;  arid 
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( J  1 . 1 )  /\ r ? ! p ( ~ ~ t  o n  c:oinpl.l.drice w h i c h  .iricJ~ldc:s d r i  o p j n ; o n  ( ( 1 7  

0 J n<rJ.il.: .nlC:l '  ( J C  o p r r t ~ o r i )  i i c ;  t ! 1  w i i c ! \ : t i c r  t he  audi Lee! c:ompl.Icd W i . t h  .lilW5, 
? c - * ( j i ~ J  2 1 t . i  OII : ,  ( i r i d  ::ti+: ;J:-OVI :;j oris o f  conti:ac~:s o r  q x a t l t  iiqreements w l i . i c i - i  ( :OLJ  i d  

<irid n l c t t c - , ~ :  i .aJ  r f i c : c ~  on t h o  T.'ecleral prc~gram; arid 

( i v )  A schedule of  f i n d i n g s  and questioned costs f o r  t h e  
F'c-:derai ~ ~ r o g r a m  t h a t  i n c l u d e s  a summary of t h e  a u d i t o r ' s  r e s u l t s  r e l a t i v e  t C J  

i . 1 - l ~  I;'+:cJ~:i-t~.!. program i n  a format c o n s i s t e n t  with fi-, 505 (d)  (1) and. f i n d i n g s  
i i m e d  cos~s cons i s t e r i t  w i t h  the requi rements  of §-. 5 0 5  (d) (3) . 

f c )  Repoi-t submj.::si.on for ni-nqi-am-spsclfic aud.its. 
( 1  ! T h e  audi.t shall b e  camp1 e t n d  arid the r 5 p o r t i n g  required by par?Iq:-iiph 
(c) ( 2 )  01 (c) (3) of t k i s  :;+;ct.~.orl r:unrnjtt~'J v!itlij.n t h e  s a r l i e r  of 3 0  d a y s  after 

p e r j o d ,  u n l e s s  a longer  p e r . L ~ d  i s  agrettd t o  i n  ad.varice by t h e  Federal  i iynr~c-)~ 
t - h a t  p rov ided  the  fundirig o r  a d i f f e r e n t  p e r i o d  is spec i f ied  i n  a program- 
s p u c i i i c  a u d i t  guide. (f-iowevor,  f o r  f i s c a l  years beginning on o r  before  Ji>.rio 
5 0 ,  1998, t he  a u d i t  s h a l l  be compl.et.ed and. t h e  requi red  r epor t ing  skiall be 
s u b m i t t e d  wi th in  t h e  e a r l i e r  of 3 0  d a y s  a f t e r  r e c e i p t  of t h e  a u d i t o r ' s  
rsport(s), o r  13 months a f t e r  t h e  end of  t h e  a u d i t  period, un le s s  a d i f f e ren t .  
p e r i o d  i s  spec i f i ed .  i n  a p rogram-spec i f i c  a u d i t  g u i d e . )  Unless r e s t r i c t g d  hy 
law o r  r e g u l a t i o n ,  t he  a u d i t o e  sha l l .  make r 5 p o r t  copies a v a i l a b l e  f o r  puh1j.c 
i n s p e c t i o n .  

~ I - & >  -i.eJ.pt - o f  the  a u d j  t o r ' s  r n p ~ i r t  ( s )  , 01- nine month:: a.fter t he  end o f  t h e  audit .  

(2) When a p rogram-spec i f i c  a u d i t  gu ide  is a v a i l a b l e ,  t h e  
a u d i t e e  s h a l l .  submit t o  the F s d e r a l  c l e a r i n g h o u s e  designated by OMP, t he  d a t a  
c o l l e c t i o n  form preps:-sd i n  acc.ordance w i t h  S- ,  3 2 0  (b), a s  a p p l i c a b l e  t o  a 
p r o g r a m - s p e c i f i c  audit, and t h e ,  r e p o r t i n g  required by the program-spec i f ic  
a u d i t  gu ide  to be r e t z i n e d  a s  an  a r c h i v a l  COPY. A l s o ,  t h e  a u d i t e e  shall 
s u b m i t  t o  the  Federa l  awarding agency or pass - th rough  e n t i t y  t h e  r e p o r t i n g  
required b y  t h e  p rogram-spec i f i c  a u d i t  g u i d e .  

( 3 )  When a p r o g r a m - s p e c i f i c  a u d i t  gu ide  is not  a v a i l a b l e ,  t h e  
r e p o r t i n g  package for a p rogram-spec i f i c  audit s h a l l  cons is t  of t h e  f i n a n c i a l  
s t a t e m e n t ( s )  o f  t h e  Fede ra l  program, a summary schedule  o f  p r i o r  a u d i t  
f i n d i n g s ,  and a c o r r e c t i v e  a c t i o n  p l a n  as  d e s c r i b e d  in paragraph (b) ( 2 )  of 
t h i s  s e c t i o n ,  and t h e  a u d i t o r ' s  r e p o r t ( s )  d e s c r i b e d  i n  paragraph (b) ( 4 )  of 
t h i s  s e c t i o n .  The d a t a  c o l l e c t i o n  f o r m  p r e p a r e d  i n  accordance wi th  
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( d )  O t h e r  s e c t i o n s  u f  th i s  D a r t  mav a imlv .  Program-spec i f ic  a u d i t s  
a r e  s u b j e c t  t o  5 .lo0 t h rough  5-.215(b), 5-.220 through S-.230, 
5- .300 throughT-. 305, s-.315, 5-.320 (f) through S-.320 ( j )  , 5-. 4 0 0  
through 5-. 4 0 5 ,  s-. 510 t h rough  5-. 515, and o t h e r  r e f e r e n c e d  p r o v i s i o n s  
of t h i s  p a r t  un le s s  contzar) ,  t o  t h e  p r o v i s i o n s  of t h i s  s e c t i o n ,  a program-  
s p e c i f i c  a u d i t  guide,  o r  program laws and r e g u l a t i o n s .  

Subpart C--kuditees 
5-. 300  k u d i t e e  responsibilities 

The aud i t ee  s h a l l :  

( a )  I d e n t i f y ,  i n  i t s  a c c o u n t s ,  a l l  Fede ra l  awards r e c e i v e d  and  
expended and t h e  Federal  p rograms under which t h e y  were r e c e i v e d .  Federal  
program and award i d e n t i f i c a t i o n  s h a l l  i n c l u d e ,  as a p p l i c a b l e ,  t he  CFDA t i t l e  
and number, award number and y e a r ,  name of t h e  Federa l  agency, and name o f  t h e  
pass- through e n t i t y .  

Ib) Maintain i n t e r n e l  c o n t r o l  ove r  Fede ra l  programs t h a t  proxr ides  
reasonable assurance  t h a t  t h e  a u d i t e e  i s  managing 
Federal  awards i n  compliance wi th  laws ,  r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  of 
C o n t r a c t s  o r  g r a n t  agreements t h a t  could  have  a m a t e r i a l  e f f e c t  o n  e a c h  o f  i t s  
Federal  programs. 

( c )  Comply w i t h  laws, r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  o f  c o n t r a c t s  o r  
grant  agreements r e l a t e d  t o  e a c h  of i t s  F e d e r a l  programs.  

- _ _  (a') - Prepare  a p p r o p r i a t e  f i n a n c i a l  s taEements ,  i n c l u d i n g  t h e  s c h e d u l e  
of expendi tures  of Federal  awards  i n  accorda~iTkTS---;311f-- ---___ 

( e )  Ensure t h a t  t h e  a u d i t s  r e q u i r e d  by this p a r t  a r e  p r o p e r l y  
performed and su lmi t t ed  when d u e ,  When extensions t u  t h e  r e p o r t  S u b m i s s i o n  
due da te  r equ i r ed  by 5-. 320  ( a )  a r e  g r a n t e d  h y  t h e  cogn izan t  01- o v e r s i g h t  
agency f o r  a u d i t ,  p rompt ly  I io t i f j i  the F e d e r a l  c l ea r inghouse  d e s i g n a t e d  bj, OMB 
and each pass- through e n t i t y  p r o v i d i n g  F e d e r a l  awards of t h e  e x t e n s i o n .  

( f )  Follob! up and t a k e  c o r r e c t i v e  action o n  a u d i t  f i n d i n g s ,  i n c l u d i r i g  
prepara t ion  of a surnmary scl-iedule of prior a u d i t  f l -nd ings  and a c o r r e c t i v e  
ac t ion  p l an  i n  accordance w i t h  5-. 315 (b) arid S - .315 (c) , r e s p e c t i v e l y .  

S - . 305  Auditor se l ec t ion  
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(1) L i s t  i nd iv idua l  Federal programs by Federal agency. For 
F e d e r a l  programs included i n  a c l u s t e r  of programs,  l i s t  individual  Fsderal 
programs within a c l u s t e r  of programs. For R&D, total Federal awards expended 
s h a l l  be shown e i t h e r  by ind iv idua l  award o r  by Federal agency and major 
s u b d i v i s i o n  w i t h i n  the Federal agency. For example, t h e  National I n s t i t u t e s  
of Hea l th  is  a. major subdivis ion i n  the  Department of Health and Human 
S e r v i c e s .  
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( : r i  FOI- T;edei-al ;~waird: :  I-ecej i red a:: t, ~:~ib:-ec:i.ji? en[  , 1:he n a m e  o€ 
L~ir piiss-  ~ ~ ~ I - o L I @ ~  e i i t j  t y  and  i . d e n t j . f ) ~ i i - i y  numL)e~- i l s s ig t i ed  h y  (.lie pass- t i i i - o u #  
e n t i . t y  SI-iall be included. 

(I?) 1.1-ovide total Federal a w a i - d r  EI>:rieIided for each ir idivi  d u a l  
F'edel-a.J p?-ogram and  tlie CFDL. numl,ei- 01- o t h e r  i dent i fy i . rq  nund:ieI- whe1.i L h e  CFI)A 
i n  i oi-mti I. i or1 i s  IJOL avai  1 aljl e . 

( 4  ) lnclude n o t e s  that descr ibe t h e  .Ti g n i f i c a n t  accoullting 
policie,c. u s e d  i I i  ~p1-e-paring the  schedu1.e. 

( 5 )  7'0 the e x t e n t  p m c t i c a l ,  pass-thr.ough e r i i i t i e s  should 
i d e n t i f y  i n  tlie schedule t h e  t o t a l  amount provided t o  subi-ecipients f ron i  each 
Federal progi-am. 

( 6 )  Include, i n  e i t h e r  the schedule 01- a note  t o  the s c h e d u l e ,  
the v a l u e  of the Federal awards expended i n  the  form of non-cash a s s i s t a n c e ,  
the amount of insui-ance i n  e f f e c t  during the  yea r ,  and loans  01- loan 
guarantees outstanding a t  )'ear end, While not r equ i r ed ,  i t  i s  p i - e fe rab le  t o  
present t h i s  information i n  the  schedule. 

Dp.?25 A u d i t  f i nd ings  f o l l o w - u p .  

(a) General. The a u d i t e e  is re spons ib l e  f o r  follow-up and c o r r e c t i v e  
act ion on 2.11 audit f i n d i n g s .  A s  pa r t  of t h i s  r e s p o n s i b i l i t y ,  t h e  a u d i t e e  
s h a l l  prepare a summary schedule  of p r i o r  a u d i t  f i n d i n g s .  The a u d i t e e  s h a l l  
a l s o  prepare a corrective a c t i o n  plan f o r  c u r r e n t  year a u d i t  f i n d i n g s .  The 
summary schedule of p r i o r  a u d i t  f indings and the c o r r e c t i v e  a c t i o n  p l a n  s h a l l  
include the reference numbers t h e  audi tor  a s s i g n s  t o  audir  f i nd ings  unde r  
S-. 510 ( c )  . Since the summary schedule may inc lude  a u d i t  f i nd ings  from 
mulLiple years ,  i t  shall i nc lude  the  f i s c a l  )rear i n  which Lhe f i n d i n g  
i n i t i a l l y  occurred. 

(b) Summarv sThedu1e of D r i o r  audi t  f i n d i n q s .  The summary schedule of 
p r i o r  audi t  findings shall r e p o r t  the s t a t u s  of a i l  a u d i t  f i n d i n g s  i n c l u d e d  i n  
t h e  pries a u d i t ' s  schedule of f ind ings  and quest ioned c o s t s  r e l a t i v e  t o  
Federal awards. The summary schedule s h a l l  a l s o  include aud i t  f i n d i n g s  
reported i n  the prior aud i t  I s  summary schedule of p r i o r  a u d i t  f i n d i n g s  except 
audit  f i nd ings  l i s t e d  as c o r r e c t e d  i n  accordance with paragraph (D) (1) of t h i s  
sec t ion ,  os no longer v a l i d  o r  not warranting f u r t h e s  a c t i o n  i n  accordance 
wi th  paragraph (b) ( 4 )  of t h i s  s e c t i o n .  

(1) When a u d i t  f i nd ings  were f u l l y  co r rec t ed ,  the summar)r 
schedule need only l i s t  the a u d i t  f indings and s t a t e  t h a t  c o r r e c t i v e  a c t i o n  
was taken.  

__ ___ c2) Wen aud i t  f i nd inqs  were not  c o r r e c t e d  01- were only 
p a r t i a l l y  corrected,  the summary schedule s h a l l  d e s c r i b e  t h e  planned 
co r rec t ive  action as  well as any p a r t i a l  c o r r e c t i v e  a c t i o n  taken.  

( 3 )  When c o r r e c t i v e  action taken i s  s i g n i f i c a n t l y  d i f f e r e n t  f 1-om 
cor rec t ive  action p rev ious ly  reported i n  a co i - r ec t ive  a c t i o n  plan o r  i n  t h e  
Federal agency I s o r  pass-through e n t i t y ' s  management d e c i s i o n ,  t he  summary 
schedule s h a l l  provide an  e x p l a n a t i o n ,  

( 4 )  When the a u d i t e e  be l i eves  t h e  a u d i t  f i n d i n g s  a r e  no longel-  
val id  os do not warrant f u r t h e r  a c t i o n ,  the r easons  for t h i s  p o s i t i o n  sha l l  be 
descr i lxd i n  the summary s c h e d u l e ,  A v a l i d  r eason  f o r  consideririg an a u d i t  
f inding as not warranting fu r the1  act ion i s  t h a t  a l l  of t h e  following have 
occurred : 

(1) T w o  y e a r s  Iiave passed sliiice the  a u d i t  r epor t  i n  w l - ~ ~ c h  
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yes 01- SLatement as to whetijc] the audicee qtialifiecl a6 a JOUI 
risl: aucliter- under s-. 53 0 of O I ~ E  cii:cul.ar A -  133 . 

The dollar  threshold used t o  d i s t i n g u i s h  between T ) Y e  A and T)q3e B 
programs as def ined i n  s - . 520(b )  of OMB C j . r c u l a 1 -  A - 3 3 3 .  

The Cataloq of Federal Domestic Assis tance (CPDA) number f o r  each 
Federal program, a s  app l i cab le .  

The name of each F e d e r a l  program and i d e n t i f i c a t i o n  of each major  
program, I n d i v i d u a l  programs within a c l u s t e r  of programs shou ld  be 
l i s t e d  i n  the same l e v e l  of d e t a i l  as they are l i s t e d  i n  t h e  s c h e d u l e  
of expenditures of Federal awards. 

The amount of expenditures i n  t h e  schedule of expendi tures  o€ F e d e r a l  
awards associated with each Federal  program. 

For each Federal program, a yes  os no statement as t o  whether t h e r e  
a r e  audit f i nd ings  i n  each of t h e  fol lowing types of compliance 
requirements and t h e  t o t a l  amount of a n y  questioned c o s t s :  

19 

A c t i v i t i e s  allowed or unallowed. 
Allowable cos t s / cos t  p r i n c i p l e s .  
Cash management. 
Davis-Bacon Act.  
E l i g i b i l i t y .  
Equipment and r e a l  propert)< management. 
Matching, l e v e l  of e f f o r t ,  earmarking. 
Period of a v a i l a b i l i t y  of Federal  funds,  
Procurement and suspension and debarment. 
Program income. 
R e a l  p rope r ty  a c q u i s i t i o n  and r e l o c a t i o n  a s s i s t a n c e  
Reporting. 
Subrecipient  monitoring. 
Special  t es t s  and p r o v i s i o n s .  

ATTACHMENT ...... 6 ..... .... 
PAGE ... I!?..... OF .:$3..... PAGES 

( x i i i )  Auditee Name, Employer I d e n t i f i c a t i o n  Number(s) , Name and T i t l e  of 
Certifying O f f i c i a l ,  Telephone Number, S igna tu re ,  and D a t e .  

----(x~fli_--LucLtxu.2Laae. Name and T i t l e  of Contact Person, ~ _ _ _ _ _ _ _  Auditor Address ,  
Auditor Telephone Number, S igna tu re ,  and Date.  

( >:v ) Whether the a u d i t e e  has e i t h e r  a cognizant  os over s igh t  agency f o r  
audi t  . 

(xvi)  The name of the cognizant 01- Ove1-sight agency f o r  audit determined i n  
accordance w i t h  I-. 4 0 0  ( a )  and 5;-. 4 0 0  (b) , respecti1Tely. 

( 3 )  Using the  information inc luded  i n  the r epor t ing  pacl1age 
described i n  paragraph ( c )  of t h i s  s e c t i o n ,  t h e  a u d i t o r  shall  complete the 
applicable sections of t h e  form. T ~ P  a u d i t o r  shall  s ign  B statement t o  be 
i n c l u d e d  as pa r t  of the data  c o l l e c t i o n  form t h a t  i n d i c a t e s ,  a t  a minimum, the 
Soul-Ce of the information i n c l u d e d  i n  the form, t h e  a u d i t o r ' s  i - eSpOrJS~b i l i t y  
f o r  t h e  information, t h a t  t h e  form is not  a s u b s t i t u t e  for  t h e  r e p o r t i n g  
package described i n  paragraph ( c )  of t h i s  s e c t i o n ,  and t h a t  t h e  COntellt Of 



(2) Ir:ote.ad of submi.?.ting the report ing package ~ C O  a ~~as.5:- 
t h rough  e n t i ~ y ,  ~ n e ~ i  a subrecipient i s  not required t o  submit a ~epo1-ti.17~~ 
package to a pass-through e n t i t y  pursuant t o  paragraph (e) (1) of this 9;eCt . !5Ti ,  

the subrec ip i en t  shall provide w r i t t e n  n o t i f i c a t i o n  t o  the pass-through e n t i t y  
t h a t :  an audi t  of t h e  subrecipient  was conducted i n  accordance with this p a r t  
( i n c % u d i n g  the period covered by t h e  aud i t  and t h e  name, amount, and CFDP. 
number of Etle Federal a w a r d ( s )  provided by the pass-through e n t i t y )  ; t he  
s ~ h ~ d u l e  of f ir idings and questioned costs disclosed no aud i t  findings i-elati:iq 
t o  t h e  Federal  a w a r d ( s )  t ha t  the pass-through e n t i t y  provided; arid, the 
summary schedule of p r i o r  aud i t  f i n d i n g s  did n o t  report 3n the s t a t u s  of any 
audit findings r e l a t i n g  t o  the Federal a w a r d ( s )  t h a t  the pass-through e n t i t y  
p r o v i d e d .  A sub rec ip i en t  may submit a copy of t h e  reporting package described 
i n  paragraph ( c )  
n o t i f i c a t i o n  requirement.  

of t h i s  s e c t i o n  t o  a pass-through e n t i t y  t o  comply with t h i s  

(f) Requests €or r evor t  c o p i e s .  I n  response to  requests by J. Federal 
agency  o r  pass-through e n t i t y ,  a u d i t e e s  shall submit the appropriate  copies of 
the r epor t ing  package described i n  paragraph ( c )  of t h i s  s ec t ion  and, ii 
r eques t ed ,  a copy of any management l e t t e r s  i s sued  by the a u d i t o r .  

( g )  Report r e t en t ion  requirements .  Auditees s h a l l  keep :ne copy of 
t h e  data. c o l l e c t i o n  form descr ibed i n  paragraph (b) of this sec t ion  and one 
copy of the reporting package described i n  paragraph ( c )  of t h i s  s ec t ion  on 
f i l e  €or three years from the  date of submission t o  t h e  Federal clearinghouse 



ciesi f lnared b y  OME. J';~ss-th:o~tc~h en t j  tj c-'s s J i a i i  Iieep su l~ i -ec~]~: ien t : s  ' 
s u b i i i i s s i o i ~  ori file f o r  t h r e e  years fi-oiii of i-ecei.pt.. 

(ii) C1 ea?-i.rtqktoLise ~-e,qponsj.bj  1.i c. j es . The Federal cl ear inghoUSe 
cies i qna1:r-d by 01% siiall di .s t? : ibute  t h e  ~-eportir ig paci;ages received i n  
t i c c u l - d a l ~ C e  w i t h  paragi-aph ( d )  ( 2 )  of th is  sectjolt and S - . 2 3 5  ( c )  (3) L O  

appl lcabl e Pedei-al awarding agencies,  r i a  j.nt;iiri i i  d a t s  base  c ~ f  completed 
c i u d i x s ,  pmvj  de  ttppsopl-iate infosnia t j  on L O  Federal  ageiiciec, and  fol low up 
w i t h  1:nowii auditees w h i c h  h v e  not submitted t h e  1-eguired d a t a  c o l l e c t i o n  
forms ai-ld reportiey pac1;ag.e~ . 

(i C1cai:irrqhouse address , The address of the Federal cleai-inghouse 
c u r r e n t l y  designated b y  OME i s  F'edsral Audit Clearinghouse, B u r e a u  of the 
Census, 1 2 0 1  E .  1 0 t h  S t r e e t ,  J e f f e r s o n v i l l e ,  I N  4 7 1 3 2 .  

(1 1 Electronic f i l i n q .  Nothing i n  t h i s  par t  shall preclude e l e c t r o n i c  
submissions t o  t h e  Federal clearinghouse i n  s u c h  manner a s  may be approved by 
OME. W i t h  OMB approval, t h e  Federal clearinghouse may p i l o t  t es t  methods of 
e l e c t r o n i c  submissions, 

Subpart D- - F s d e r a l  Agencies and Pass-Through Entities 
zip. 4 0 0  Responsibilities. 

( a )  Coanizant aqoncv f o r  aud i t  1-esDonsibil i t ies . Rec ip ien t s  expending 
more than $25 million ($50 million ior fiscal years ending a f t e r  December  3 1 ,  
2 0 0 3 )  a year i n  Federal awards s h a l l  have a cognizant agency f o r  a u d i t .  The 
designated cognizant agency f o r  aud i t  s h a l l  be the Federal  awarding agency 
t h a t  provides t h e  predominant amount of d i r e c t  funding t o  a r e c i p i e n t  u n l e s s  
OMB mal:es a spec i f i c  cognizant agency f os  aud i t  assignment. 

Following i s  effective for f i s ca l  years ending on or before December 3 2 ,  2003: 
To provide f o r  cont inui ty  of cognizance, t h e  determination of t h e  predominant 
amount of d i rec t  funding s h a l l  be based upon d i r e c t  Federal  awards expended i n  
the r e c i p i e n t ' s  f i s c a l  yea r s  ending i n  1 9 9 5 ,  2 0 0 0 ,  2.005, and ever)' f i f t h  y e a r  
t h e r e a f t e r ,  For example, a u d i t  cognizance f o r  per iods ending i n  1 9 9 7  through 
2000 k r i l l  be determined based on Federal  awards expended in 1995.  (Hawever, 
f o r  S t a t e s  and local  governments L i i a t  expend more than $ 2 5  m i l l i o n  a y e a r  i n  
Federal awards and have previously assigned cognizant agencies  f o r  a u d i t ,  t h e  
requirements of t h i s  paragraph are not e f f e c t i v e  u n t i l  f i s c a l  yea r s  beg inn ing  
a f t e r  June 30 ,  2 0 0 0 . )  

Following is effective for f i s c a l  y e a r s  ending  after December 31, 2 0 0 3 :  
The determination of t h e  predominant amount of d i r e c t  funding s h a l l  be based 
upon d i r e c t  Federal awards expended i n  t h e  r e c i p i e n t  's f i s c a l  y e a r s  ending i n  
2004, 2009, 2 0 1 4 ,  and every f i f t h  year  t h e s e a f t e r .  For example, a u d i t  
cognizance for periods ending i n  2 0 0 6  through 2010 w i l l  be determined based on 

cognizant agency f o r  aud i t  i s  determined based on  t h e  predXiiCaimonITtaf--------------- --- 
d i r e c t  Federal awards expended i n  t he  r e c i p i e n t ' s  f i s c a l  year ending i n  2 0 0 0 ) .  

I?otv?ithstanding the manner i n  which a u d i t  cognizance i s  determined, a Fede ra l  
awarding agency w i t h  cognizance f o r  an a u d i t e e  may r e a s s i g n  cognizance t o  
another Federal awarding agency w h i c h  proirj.des s u b s t a n t i a l  d i r e c t  €unding and 
agrees t o  be the cognizant agency f o r  a u d i t .  Within 30  days a f t e r  any 
reassignment, both the o l d  and the new cognizant  agency f o r  aud i t  s h a l l  notif}f 
the aud i t ee ,  and, i f  k n o w n ,  the a u d i t o r  of t h e  reassignment .  The cogn izan t  
agency for audit  s h a l l  : 

- F e d e r a ~ - a - v ~ ~ d ~ p e a d ~ d ~ ~ ~ ~ ~ ~ ~ e ~ ~ - , ~ i - - Z D D l  through 2 0 0 5 ,  t h e  

(1 J Provide t echn ica l  a u d i t  advice and 1 . i a i s o n  t o  auditees and 
a u d i  t o s s .  

( 2 )  Consider aud i t ee  requests for ex tens ions  t o  t he  r e p o r t  
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( 6  1 C.'ool-dj.nal:t., to [--Lie ext-ent pract:.j.ca) , aud i t s  or :reV!.nuln 
 mad^: hy 01- €01: Federal ager1ci.e.s that a r e  i n  a d d i t i o n  LO the audj.ts made 
pu::suant t o  this part, so that  the a d d i t i o n a l  a u d i t s  o r  ireviews bui1.d upon 
ni~c1.i ts perfo~med i n  accordance w i t h  t h i s  p a r t .  

( 7 )  Coordinate a management decis ion for audit f indings that 
d:fect: ~ h e  Federal programs of mor-e than one agency. 

( 8 )  Coordinate the a u d i t  work and reporting responsibilities . 
arrmrig ctud.i,cors Lo achieve 3 s  most c o s t - e f f e c t i v e  audit. 

( 3 )  Fo r  bi.enr,ial a u d i t s  permi . t?ed  under I-. 2 2 0 ,  coTisi.dc?: 
a u d i . t u c  requests t o  q u a l i f y  as a low-risk aud%t-e under 5-.530 ( a )  

( b )  Ovorsliqht aaency for a u d i t  r e s p o n s i b i l i t i e s  . An audi tee  whjch  
does not have a designated cognizant ageTlCy f o r  a u d i t  wj.11 be under t k i r -  
grrte:-al ovsrsight of :he !kdn,ral agency deterrni.nec1 .in accordance with 
S-. 105. The ove r s igh t  agency f o r  audit : 

(1) S h a l l  provjd.e technj  cal advice t o  auditeos arid a u d i t o r s  as 
i:uquc.sted. 

( 2 )  May assume a l l  o r  some of '-,he r e s p o n s i b i l i t i e s  riormally 
performed by a cognizant  agency f o r  a u d i t .  

( c )  Federal awarding aqency r e s w o n s i b i l i t i e s  . The Federal awarding 
agency sha.11 perform the  following for t h e  Federal awards i t  makes: 

(1) I d e n t i f y  Federal a w a r d s  made by informing each recipient 
of t h e  CFDA t i t l e  and number, award name and number, award year, and i f  the. 
a w a r d  is for R&D. When some of t h i s  information is not available, the  Federal 
agency sha l l  provide information necessary t o  clearly describe the Federal  
award. 

( 2 )  Advise r e c i p i e n t s  of requirements imposPd on them by 
Fede ra l  laws, r e g u l a t i o n s ,  and t h e  p rov i s ions  of con t r ac t s  o r  g ran t  
agreements. 

( 3 )  Ensuxe t h a t  aud i t s  a r e  completed and reports are rece ived  
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i l l  i i  1. i.nieI 1' manlier -1-1 ac!r-.urd;ince w; t j l  the ~-eq~ij . i -ernents  of this  pt1z-t .  

( 4 )  Ipi-ovide technical eidirj.ce and counsel t o  audi ~ e e s  arid 
a u d i t o r s  E I S  ?-equested . 

(5) issue a marlagernent decis ion 011 a u d i t  f indings v ~ i t l i i l ~ i  six 
months a f t e r  rece ip t  of the audit 1-epol-t and ensu?-t. t h a t  clie r ec ip i  e n c  takes 
appropriate  and LiiiieI~/ co r rec t ive  act j .o~s,  

( 6 )  Assj gn a person r e spons ib l e  for provid ing  annual upda te s  
of' t f ~ e  c:ompli.anct supplenient t o  ONE. 

( d )  P a s s - t h r o u q h  e n t i t y  r e s rmns ib i l i  t j . e s ,  A pass-through e n t i t y  sha l3  
perform the following foi- the Federal awards i t  malres: 

(1) I d e n t i f y  Federal awards made by informing each 
subrecipient  of CPDU t i t l e  and numbei-, award name and number, award yeai- ,  if 
the award i s  R & D ,  and name of Federal agency. When some of t h i s  i n fo rma t ion  
is  not ava i l ab le ,  the pass-through e n t i t y  s h a l l  provide t h e  bes t  informati-on.  . 
ava i l ab le  t o  describe the Federal award. 

( 2 )  Advise sub rec ip i en t s  of requirements imposed o n  t h c m  by 
Federal laws, regulat ions,  and the p r o v i s i o n s  of c o n t r a c t s  or gran t  agreements  
as well a s  any supplemental requirements imposed by t h e  pass-through e n t i t y .  

( 3 )  Monitor t h e  a c t i v i t i e s  of s u b r e c i p i e n t s  2s necessa ry  t o  
ensure tha t  Federal awards a r e  used f o r  authorized purposes i n  compliance wi th  
Laws, regulat ions,  and the provis ions os' concracts  o r  g r a n t  agreements and 
tha t  performance goals are  achieved I 

( 4 )  Ensure t h a t  s u b r e c i p i e n t s  expending $ 3 0 0 , 0 0 0  ($500, 000 f o r  
f i s c a l  yea r s  ending a f t e r  December 3 1 ,  2003) o r  more i n  Federal awards d u r i n g  
the s u b r e c i p i e n t ' s  f i sca l  year have met t h e  audi t  requirements of t h i s  par t  
for t h a t  f i s c a l  year. 

( 5 )  Issue a management d e c i s i o n  on a u d i t  f i nd ings  w i t h i n  s i x  
months a f t e r  receipt  of the sub rec ip i en t  I s  aud i t  r e p o r t  and ensure t h a t  t h e  
subrecipient  t a k e s  appropriate  and t ime ly  c o r r e c t i v e  a c t i o n .  

. - _  
( 6 )  Consider whether s u b r e c i p i e n t  a u d i t s  n e c e s s i t a t e  

adjustment of the  pass-through e n t i t y ' s  own r eco rds .  

e n t i t y  and audi tors  t o  have access t o  t h e  records and f i n a n c i a l  s t a t -  p m e n t s  as  
necessary for the  pass-through e n t i t y  t o  comply with t h i s  p a r t .  

( 7 )  Require each s u b r e c i p i e n t  t o  permit K h e  pass- through 

§-.405 Management decision. 
____ ___-_ ---__ - - - 

( a )  General. The management d e c i s i o n  s h a l l  cleal-ly s t a t e  whether 01- 
not the aud i t  f inding i s  sustained, t h e  r easons  fo r  the d e c i s i o n ,  and t h e  
expected audi tee  action to repa>[ disallowed c o s t s ,  make f i n a n c i a l  a d j u s t m e n t s ,  
01- t a k e  o the r  act ion.  I f  t h e  audi tee  has  no t  completed c o r r e c t i v e  a c t i o n ,  a 
t imetable for fol low-up should be g iven .  TJrioi- t o  i s s u i n g  the  management 
decis ion,  t h e  Federal agency o r  pass- through e n t i t y  may r eques t  
addi t ional  information or documentation from t h e  a u d i t e e ,  including a 1-equest  
f o r  audi - tor  assurance r e l a t e d  t o  the  documentation, as a way of m i t i g a t i n g  
disallowed .costs.  The management dec i s ion  Should desci-ibe a n y  appeal process 
avai. 1 a b l e  t o  the audi t e e  . 

(b) Federal aqency. AS provided i n  5;-.100(a) ( 7 ) ,  t h e  cogn izan t  
agency for  audi t  s h a l l  be responsible  for coordinat ing a management d e c i s i o n  
f o r  audit f indings that a i f  e c t  the programs of mose than one Federal agency .  
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(2) Except as provided  i n  paragraph ( c )  13) of t h ~ s  soctiori, 
the a u d i t o r  shall : 

(i) P l a n  the t e s t i n g  of i n t e r n a l  control over ma:jor 
programs t o  support a low assessed l eve l  of con t ro l  r i s k  f o r  the a s s e r t i o n s  
:releva.nt t o  t h e  compliance requirements f o r  each major pmgram; and 

(ii) perform testing of i n t e r n a l  control as planned i n  
pa rag raph  ( c )  ( 2 )  (i) of this  s e c t i o n .  

( 3 )  When internal c o n t r o l  over some or a l l  of t he  compliance 
requirements  f o r  a major program are  l i k e l y  t o  be ine f fec t ive  i n  preventing o r  
d e t e c t i n g  noncompliance, 
pa rag raph  (c)  ( 2 )  of t h i s  s e c t i o n  are not required f o r  those compliance 
requirements. However, t h e  a u d i t o r  s h a l l  report a reportable condition 
(including whether any such  cond i t ion  is a material weakness) i n  accordance 
w i t h  g-.510, asses s  t h e  r e l a t e d  c o n t r o l  r i s k  a t  t h e  maximum, and consider  
whether addi t ional  compliance tes ts  are required because of i n e f f e c t i v e  

t h e  planning and performing of testing d e s c r i b d  i n  
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i n t  r m t d  control 

( d )  (.‘omrJ:!:iance, (1 )  I]-, zlc3clition LO t he  i-equi.rem.”nts of GAGAS,  t he  
a u u j  to1 shal.3 cieterlii.iilc; ~ i ~ e t . ~ - ~ e l -  the auditee has complied w i t h  I.aws, 
I-egulationc,  and the pro\risioi-is of ~017tl:acts or gran t  acjreentents t h a t  may have 
a d i r e c t  arid material e f f e c t  on e;lcJ~ oj its major progi-arris. 

( 2 )  Tlje pril jcipal comylianr.e requ i remenLs  i~pp l i cz~b le  to most 
F e d e r a l  progirams a11d t11e com-pl iallce ]:equi;-enierits of the 1 ai-yest P e d e i - ~ ~ l  
programs a1-e incl  u d ~ d  i n  t t ~ e  c:onipl ianct. supp~lenient . 

( 3 )  POI- the compliance 1-equirenrents r e l a t e d  t o  Fede ra l  
programs contained i n   he compliance supplement, an aud i t  of tliese cornpiriarice 
requirements will meet the r e q u i r e m e n t s  of t h i s  p a r t  . 
changes t o  the compliance i-eguii-ements asid the changes a r e  riot r e f l e c t e d  i n  
t h e  compliance supplement, the a u d i t o r  s h a l l  determine the  current compliance 
requirements and modify the audit procedures  accordingly.  For  t hose  F e d e r a l  
programs not covered i n  the  complianze supplement, the audito2- should use the 
types  of compliance requirements contained in the  compliance supplem-ent as  
guidance f o r  identifying the  types of compliance requirements t o  t e s t ,  and 
determine the requirements governing t h e  Federal  program by reviewing t h e  
p rov i s ions  of contracts and grant  agreements and the  laws and r e g u l a t i o n s  
r e f  en-ed t o  i n  such contracts  and g r a n t  agreements. 

Where t he re  have been 

( 4 )  The compliance t e s t i n g  s h a l l  include t e s t s  of t r a n s a c t i o n s  
and such oLher auditing procedures necessa ry  t o  provide t h e  a u d i t o r  s u f f i c i e n t  
evidence t o  support an opinion on compliance. 

(e) A u d i t  fOllOW-uD. The a u d i t o r  s h a l l  follow-up on p r i o r  a u d i t  
f i n d i n g s ,  perform procedures t o  a s s e s s  t h e  reasonableness of t h e  summary 
schedule of p r io r  audit f i nd ings  prepared by the  aud i t ee  i n  accordance with 
5-. 315 ( b )  , and report ,  2 s  a c u r r e n t  y e a r  aud i t  f i n d i n g ,  when the  a u d i t o r  
concludes that  t h e  summary schedule of p r i o r  aud i t  f i n d i n g s  m a t e r i a l l y  
misrepresents the s t a t u s  of any p r io r  a u d i t  . f i nd ing .  
perform audit follow-up proczdures r e g a r d l e s s  of whether a p r i o r  a u d i t  f i n d i n g  
r e l a t e s  t o  a major program i n  the c u r r e n t  y e a r .  

The aud i to r  sha l l  

( f )  Data Collection Form. ?.s r equ i r ed  i n  s-.320(b) (3), t he  a u d i t o r  
shall  complete and sign spec i f i ed  sections of the  data  c o l l e c t i o n  form.  

fj- , 5 0 5  Audi t  r e p o r t i n g .  

The aud i to r ’ s  report(s) may be i n  t h e  form of e i t h e r  comSined or 
s e p a r a t e  reports  and may be organized d i f f e r e n t l y  from t h e  manner p r e s e n t e d  i n  
t h i s  s e c t i o n .  The a u d i t o r ’ s  i-epoi-t(sJ s h a l l  s t a t e  t h a t  t h e  a u d i t  w a s  
conducted i n  accordance with t h i s  .part and include t h e  fol lowing:  

s ta tements  are presented f a i r l y  i n  a l l  m a t e r i a l  r e s p e c t s  i n  conformity wi th  
gene ra l ly  accepted accounting p r i n c i p l e s  and an opinion (or disclaimel-  of 
op in ion )  as t o  whether the  schedule of expendi tures  of Federal  awards is 
presented fairly i n  a l l  mater ia l  r e s p e c t s  in r e l a t i o n  t o  the financial 
s t a t e m e n t s  taken as a whole. 

v h ~ m c f i 9 a  - ___________ 
- - -  - 

( ~ ~ o p m ~ ~ ~ d i s c ~ ~ ~ ~ ~ ~ ~ i - ~ ~ - ) ~  

(b) P, report 011 i n t e r n a l  c o n t r o l  r e l a t e d  t o  t h e  f i n a n c i a l  s t a t e m e n t s  
and  rnajos programs.  his report  shall d e s c r i b e  the scope of t e s t i n g  of 
i n t e r n a l  control arid the r e s u l t s  of the tests, and, where applicable, r e f e r  t o  
the sepa ra t e  schedule of f indings and q u e s t j  oned c o s t s  descr ibed i n  pa rag raph  
( d )  of t h i s  sect ion.  

( c )  k. report on compliance w i t h  laws, r e g u l a t i o n s ,  and t h e  p3-0~7irion~ 
of c o n t r a c t s  o r  grant: agreenieiits, noncompliance w i t h  which cou1.d l i a v ~ .  a 

? C  L J  I ATTACH M E I47 . . . . . ...e .. . . . . . i 



ivii) An i d e n t i z i c a t i o n  of mayjor p rograms ;  

[ 2 ) Findings r e l a t i r i g  t o  the financial statements  which  are 
:-equlr-ed t o  :)e repor ted  in.  accordance with GAGAS. 

( 3 )  Pindings and ques t ioned  c o s t s  for Federal awards which 
sha.i.1 Inc lude  audit f i n d i n g s  as de f ined  i n  I-. 5 1 0  ( a )  , 

( i )  Audit f i n d i n g s  [ e .  g . , i n t e r n a l  cont ro l  f i n d i n g s  , 
compliance f ind ings ,  ques t ioned  c o s t s ,  or f r aud)  which r e l a t e  t o  the same 
i s s u e  shou ld  be p r s sen ted  as a s i n g l e  a u d i t  f i n d i n g .  
f i n d i n g s  should be organized by Fede ra l  agency o r  pass-through e n t i t y .  

Where p r a c t i c a l ,  a u d i t  

(ii) Audit f i n d i n g s  which r e l a t e  t o  b o t h  the f inancia .1  
~ t a t e m e n t s  and Federal  awards, as r e p o r t e d  under paragraphs (d) ( 2 )  and (d) ( 3 )  
of t h i s  s e c t i o n ,  r e s p e c t i v e l y ,  should  be reported i n  both sec t ions  of t h e  
s c h e d u l e .  However, t h e  r e p o r t i n g  i n  one section of the schedule  may ne i n  
summary form with a r e f e r e n c e  t o  a d e t a i l e d  r o p o r t i n g  i n  the other  s e c t i o n  of 
the  schedule. 

D-.510 Audit findings. 

2 6  
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( 2 )  ~ a t . e i - j  a1 rtoi~comy~].iance w i t h  the provisiolls o i  laws, 
r egu la t ions ,  c o n t r a c ~ s ,  ox grant agreements r e l a t ed  t o  a major prograrri. The 
aud i to r  ' s determination of whether a noncompliance w i t h  the proir is lor is  of 
iawc, r egu la t ions ,  con t r ac t s ,  or  g ran t  agreements i s  mater ia l  f o r  t h e  purpose 
of 1-eporting an audit f inding is i n  r e l a t i o n  t o  a t}7~e of COmljlianCe 
requirement foi- a major program 01- an aud i t  ob jec t ive  i d e n t i f i e d  i n  t h e  
compliance supplement . 

. .  

( 3 )  Kaown questioned c o s t s  which a r e  greatel-  than $ l O , O O O  f o r  
a type of compliance requirement for- a major program. I'Jlown ques t ioned  c o s t s  
ai-e those spec i f i ca l ly  i d e n t i f i e d  by t h e  a u d i t o r .  In  evaluat ing t h e  e f f ec t  of  
questioned cos t s  on the opinion on compliance, the a u d i t o r  cons ide r s  t h e  best  
est imate  of t o t a l  cos t s  questioned ( l i k e l y  questioned C O S L S J ,  not j u s t  t h e  
questioned cos t s  s p e c i f i c a l l y  i d e n t i f i e d  (lmown questioned c o s t s )  . The 
aud i to r  s h a l l  a l s o  report  known questioned cos t s  when l i k e l y  quest ionFd costs 
are g r e a t e r  than $10,000 f o r  a t)Te of compliance requirement fo r  a ma jo r  
program. In reporting questioned c o s t s ,  t h e  aud i to r  s h a l l  include i n f o r m a t i o n  
to  provide proper perspective for judging the prevalence and consequences of 
the questioned c o s t s .  

( 4 )  I'aown questioned c o s t s  which a r e  greater than $ 1 0 , 0 0 0  for 
a Federal program which i s  not audi ted as a major program. Except for a u d i t  
follow-up, the audiLor is not required under t h i s  part  to perf0-m a u d i t  
procedures f o r  such a Pedei-a1 program; t h e r e f o r e ,  t h e  a u d i t o r  w i l l  n o r m a l l y  
not f i n d  questioned COSLS f o r  a program which i s  not  aud i t ed  as a major  
program. However, i f  t h e  aud i to r  does become aware of questioned c o s t s  for a 
Federal  program which is nOK audi ted as a majoi- program i e . g . ,  as  p a r t  of 
aud i t  fol low-up or other  aud i t  procedures)  and the known questioned c o s t s  are 
g r e a t e r  than $ 1 0 , 0 0 0 ,  then t h e  a u d i t o r  shall  r epor t  t h i s  as an a u d i t  f i n d i n g .  

( 5 )  The circumstances concerning why t h e  a u d i t o r ' s  r e p o r t  on 
compliance f o r  major programs i s  o t h e r  t han  an  unqua l i f i ed  opinion,  unless 
such circumstances a r e  otherwise r epor t ed  as audi t  f i n d i n g s  i n  t h e  s c h e d u l e  of 
f ind ings  and questioned cos t s  f o r  Federal  awards. 

( 6 )  Known fraud a f f e c t i n g  a Federal award, unless  such f r a u d  
- 

-_- 1s otTie-r--'--.- _____ ' i se  reporma as an audi't-fi 'Prdnq i n  ~ ~ ~ ~ ~ d ~ ~ - ~ - ~ € - ~ ~ ~ ~ ~ ~ ~ ~ ~ - - -  
questioned c o s t s  for Federal awards. This paragraph does not r e q u i r e  t h e  
aud i to r  t o  make a n  addi t ional  r epor t ing  when the audiLor confirms t h a t  t h e  
fraud was reported outs ide of t h e  a u d i t o r ' s  r e p o r t s  under the  d i r e c t  r e p o r t i n g  
requirements of GAGAS. 

( 7 )  Instances where the  r e s u l t s  of a u d i t  follow-up p r o c e d u r e s  
disclosed t h a t  the summary schedule of prior aud i t  f i n d i n g s  prepared by the 
aud i t ee  i n  accordance w i t h  s-. 3 1 5  (b) matei-ially mis rep resen t s  t h e  s t a t u s  of 
an), p r i o r  audi t  f i nd ing .  

(12) Audit iindinq detal.:!. Audit f i n d i n g s  s h a l l  be presented i n  
s u f f i c i e n t  d e t a i l  i o r  the audi tee  LO prepa re  2 c o r r e c t i v e  a c t i o n  p l an  and t a k e  
co r rec t ive  act ion and f o r  Federal agenc ie s  and pass- through e n t i t i e s  t o  a r r i v e  
a t  a management decis ion.  The fol.lov:ing s p e c i f i c  information sha.11 Y J ~  
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( 8 )  V i e w s  of responsible  o f f i c i a l s  of the audire? M h * 2 i i  :.he:- 
i 6 ClJ.Silg::P!C~lent w i t h  the audit  f ind-ings,  to the extsn:  p i -ac t iza l .  

(c) Reference numbers. E a c h  a u d i t  f inding i n  the schedu1.e of firidi.rigs 
ar1(-1 qiiest; .oried costs  s h a l l  include a r e f e r o n c e  number to a l 1 . 0 ~  f o r  easy 
r e f e r e n c i n g  of t h e  aud i t  f indings during follow-up. 

S-, 515 Audit working papers. 

(a) Retention of workinq n a p s r s .  The audi tor  s h a l l  r s t a i n  worlcirig 
papers  and roports for a minimum of three years a f t e r  the da t e  of issuance of 
the,  a u d i t o r ' s  r e p o r t ( s )  to the audj.tPe, un le s s  t h e  auditor is n o t i f i e d  in 
w r i t i n g  by t h e  cognizant agency f o r  a u d i t ,  overs ight  agency for a u d i t ,  or 
pass - th rough  e n t i t y  t o  extend the r e t s n t i o n  per iod.  
t h a t  t h e  Federal awarding agency,  pass-through e n t i t y ,  or audi tee  i s  
c o n t e s t i n g  a n  audi t  f i nd ing ,  t he  a u d i t o r  s h a l l  contact the parties contest ing 
t h e  a u d i t  finding for guidance p r i o r  t o  des t ruc t ion  of the working papers and 
repor t s .  

(b) 
available, upon request t o  the cognizant or oversight  agency for aud i t  o r  i t s  
designee, 
complet ion of the a u d i t ,  as p a r t  of a q u a l i t y  review, t o  resolve audi t  
findings, 
purposes of this p a r t .  
agencies t o  obtain copies  of working papers, as i s  reasonable and necessary.  

When the aud i to r  is aware 

Access t o  workinq DaDers. Audit working papers shall be made 

a Federal agency providing d i r e c t  o r  i nd i r ec t  funding, or  GAO a t  t he  

o r  t o  carry out  oversight  r e s p o n s i b i l i t i e s  consis tent  w i t h  t h e  
Access t o  working papers includes the  r i g h t  of Federal 
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s - ..I& r' 'O M a j o r  progr-mi dete-mina t ion .  

(a  J c;el-jo~-:,l . ~ l l r  audi s h a l l  use a iris): -I- ja~ed approach to de te rmine  
\711i c11 Federal programs are majo3- pi-oyl-ams. T1ii.s rlsl: -based apprC)aCh S h a l l  
i n c l u d e  c o n s i d e ~ r a t i o ~ ~  of : ~u1:rerlt and pi-i.01- audi t  expei-1 erice, O ~ e r s i g l i t  13)) 
F ' ede ra l  a y e n c . i e s  arid pass  - tl1ro~lgl-, ellti  t i e s ,  and tjie iriliereint I-i SI: Of  the 
~ederal j J i :C )~ l -F~n i .  T I I ~  pl-clcess i n  pal-agl-apil,.: (t, t h r o u g h  (i) of t k . ~  sect i .on 
Z h 2 l 1 2  fGlJ.UWLYd. 

(t) Step I .  ( 1 )  T h e  a u d i t o r  s h a l l  i d e n t i f y  t h e  larger  Federa2 
programs, which s h a l l  be l abe led  ~ y p e  A programs  . 
as  Federal programs with Federal awards e>:pended during a u d i t  p e r i o d  
exceeding the  1 arger of : 

Type k programs a r e  d e f i n e d  

(i) $ 3 0 0 , 0 0 0  or t h r e e  percent ( . 0 3 )  of t o t a l  F'edel-a1 
awards expended i n  the case of an a u d i t e e  f o r  which t o t a l  Federal awards 
expended. equal or exceed $ 3 0 0 , 0 0 0  b u t  a r e  l e s s  than 01- equal t o  $ 1 0 0  m i l l i o n .  

(ii) $ 3  mill ion 01 t h r e e - t e n t h s  of one percent  ( . 0 0 3 )  of 
total Federal awards expended i n  the  case of an a u d i t e e  f o r  which t o t 2 1  
Federal  awards expended exceed $100 mil l ion  b u t  21-e l e s s  than or equal  to $10 
billion, 

(iii) $ 3 0  mil l ion  or 35 hundredths of one pe rcen t  (.0015) 
of t o t a l  Federal awai-ds expended i n  t h e  case of an aud i t ee  f o r  which t o t a l  
Federal  awards expended exceed $10  b i l l i o n .  

( 2 )  Federal programs not l abe led  Type k under paragraph (b) (1) 
of t h i s  sect ion shall be l abe led  Type B programs. 

( 3 )  The inclusion of l a r g e  loan and loan guarantses (loans) 
should not r e s u l t  i n  the exclusion of o t h e r  programs as T)Te  P. programs. When 
a Federal program providing loans  s i g n i f i c a n t l y  a f f ec t s  the number o r  s i z e  of 
Type k programs, t h e  aud i to r  s h a l l  consider  t h i s  Pedesal program as a Tvpe 2 
program and exclude i t s  values i n  determining other Type A programs. 

( 4 )  For b i enn ia l  a u d i t s  permit ted under ,G-.220, t h e  
determinat ion of Type A and ~ y p e  E programs s h a l l  be based upon t h e  F e d e r a l  
awards expended during the two-year p e r i o d .  

( C )  S t e D  2 .  (1) The a u d i t o r  shall  i d e n t i f y  Type U programs which a r e  
l o w - r i s k .  For a Type $. program t o  be considered l o w - r i s k ,  i t  s h a l l  have been 
a u d i t e d  as a majo r  program i n  a t  l e a s t  one of t he  two most recent a u d i t  
p e r i o d s  ( i n  the most recent  aud i t  pe r iod  in t he  case of a b i enn ia l  a u d i t ) ,  
and, i n  the most recent aud i t  pe r iod ,  i t  s h a l l  have had no audit f i n d i n g s  
under S-. 5 1 0  ( a )  . However, t h e  a u d i t o r  may use judgment and cons ide r  t h a t  

f r aud  under 5-, 51 0 ( a ) ( ~ ~ ~ ~ - a n h a u d i t - f c - ~ ~ - ~ a ~ p ? s r - t ~ ~ m a ~ ~ s c h - - - - - - -  
p r i o r  audit findings under g-. 5 1 0  ( a )  ( 7 )  do not preclude the Type A pi-ogram 
from being low- r i sk .  The a u d i t o r  sha l l  cons ide r :  t h e  c r i t e r i a  i n  S-. 525 (c) , 
8-.525 ( d )  (l), 5-.525(d) (2) , and 5-.525 (a) ( 3 )  ; t h e  r e s u l t s  of a u d i t  
follow-up; whether any changes i n  personnel 01- s )~s t ems  a f f ec t ing  a Tjrpe A 
program have s ign i f i can t ly  increased r i s k ;  and apply p ro fes s iona l  j udgrnent i n  
determining whether a T y p e  A program i s  l o w - r i s k .  

(2) Notwithstanding paragraph ( c )  (1) of t h i s  s e c t i o n ,  OMB ma)' 

---- a u d i t  - _ _  f indings - from _ _  questioned c o s t s  under §-.510(a) (3) and P-.510(a) ( 4 ) ,  

approve a Federal awarding agency 's  r eques t  t1ia.t a Type A program a t  c e r t a i n  
r e c i p i e n t s  may not  be considered low-risk, For example, i t  ma)' be n e c e s s a r y  
for  a l a rge  Type  A program t o  be a u d i t e d  as  major each year  at p a r t i c u l a r  
r e c i p i e n t s  Lo allow the Federal agency t o  comply w i t h  t h e  Government 
1"Ianagement Reform Act of 1994 ( 3 1  U . S . C .  2 5 1 5 ) .  The Federal  agency s h a l l  
n o t i f y  the recipient  and, if I;rlown, the a u d i t o r  at least l e 0  days p r i o r  t o  the 
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(ii) When i d e n t i f y i n g  which hj.gh-risk T x p e  E programs t o  
a u d j - t  as major under e i t h e r  Optiori 1 or 2 i n  paragraph ( e )  ( 2 )  (i) ( A )  o r  ( B ) ,  
the  audi.Lor i s  encouraged t o  use an approach which provides an ouportunitlr f o r  
diffe:rent ni.gh-risk Type B pi-og:rams to be audited as rna3oP o v e ~  a period of 
t i m e .  

( 3 )  Such a d d i t i o n a l  programs as may be necessary t o  comply 
~ l t h  the  percentage of coverage r u l e  discusszd i n  paragraph ( f )  of t h i s  
s e c t i o n .  This paragraph (e) (3)  may reqcLire the audi tor  t o  audi t  more programs 
a s  malor than the number of Type A programs. 

(f) Dcrcentaqe of coveraqe r u l e .  The auditor s h a l l  audit  2s major 
Pi-ograms Federal programs with Federal  awards expended t h a t ,  in t he  aggregate, 
encompass at l e a s t  50 percent of t o t a l  Federal awards e1:pertded. I f  t h e  
a u d i t e e  meets the c r i t e r i a  i n  Zj-.530 f o r  a low-risk auditee, t h e  auditor 
need only audit  as major programs Federal  programs w i t h  Federal awards 
expended t h a t ,  i n  the aggregate ,  encompass at least 2 5  psrcent of total 
Federal awards expended. 

( g )  Documentation of r i s k .  The auditor s h a l l  document i n  the working 



. (1) A f i r s t - y e a r  .audit  i s  the first year  the e n t i t y  i s  a u d i t e d  
under t h i s  pa r t  or the first year  of a change of a u d i t o r s .  

( 2 )  To ensuse t h a t  a f requent  change of audi tors  would n o t  
preclude audit  of high-r isk Type B progsams, t h i s  e l e c t i o n  f o r  f i r s t - y e a r  
a u d i t s  may not be used by an  aud i t ee  more than once i n  every th ree  years. 

8 - .  525 C r i t e r i a  f o r  Federa l  program risk. 

(a)  General. The a u d i t o r ' s  determination should be based on an 
overail evaluation of ihe r i s k  of noncompliance occur r ing  which could be 
m a t e r i a l  t o  the Federal program. The a u d i t o r  s h a l l  use audi tor  judgment and 
cons ide r  c r i t e r i a ,  such as descr ibed i n  paragraphs (b), ( c ) ,  and (d) of t h i s  
s e c t i o n ,  t o  i den t i fy  r i s k  i n  Federal  programs. Also,  as  pa r t  of t h e  r i s k  
ana.lysis,  the auditoi- may w i s h  t o  d i scuss  a p a r t i c u l a r  Federal program w i t h  
a u d i t e e  management and the Federal agency o r  pass-rhrough e n t i t y .  

( h )  Current and orioi- audit e>:Derionce. (1) Weaknesses i n  i n t e r n a l  
c o n t r o l  over Federal programs would i n d i c a t e  h ighe r  risk. 
should be given t o  the control  environment over Federal pmgrams and such 
f a c t o r s  as the expectation of management I s adherence to  appl icable  laws and 
r egu la t ions  and the provis ions of c o n t r a c t s  and g r a n t  agreements and t h e  
competence and experience of personnel who adminis ter  t h e  Federal programs. 

Consideration 

( i )  A Federal program adminis tered under m u l t i p l e  
i n t e r n a l  control s t ruc tu res  m a y  have h ighe r  r i s k .  When assessing 1-isk i n  a 
l a r g e  s ing le  audi t ,  t he  aud i to r  s h a l l  consider  whethei- weaknesses are i s o l a t e d  
i n  a s ing le  operating uni t  ( e . g ,  , one c o l l e g e  campus) or pervasive throughout 
t h e  e n t i t y .  

-___-- - - - ___~~_________ 
(ii) When s i g n i f i c a n t  p a r t s  of a Federal program a r e  

passed through t o  sub rec ip i en t s ,  a weak system f o r  monitoring s u b r e c i p i e n t s  
would indicate higher r i s k ,  

( iii) The ex ten t  t o  which computer processing i s  used t o  
adminis ter  Federal programs, as well as t h e  complexity of t h a t  p rocess ing ,  
should be considered by the a u d i t o r  i n  a s s e s s i n g  r i s k .  New and r e c e n t l y  
modified computer systems m a y  a l so  i n d i c a t e  risk. 

(2) Pr io r  audi t  f i n d i n g s  would i n d i c a t e  higher risk, 
p71-titularly when the s i t u a t i o n s  i d e n t i f i e d  i n  t h e  audit f indings could have a 
Sign i f i can t  impact on a Federal prc)yi-am os have not been co r rec t ed .  

( 3 )  Federal programs not r e c e n t l y  a u d i t e d  as m a j o r  progsanis 
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( 3  1 The phase of a Federal program in its Life cycle at the 
a l i d i f - ? E  may indicate r i s k .  For  example, during the first and last years t h a t  
;an audi!:ee participates in a Federal program, :he risk may be higher due to 
::',..rir:. --ui, Ci: sloseou: of program activities and staff. 

.F--. 5 3 0  C r i t P - r i a  for a low-riak auditee. 

An auditee which meets a11 of t h e  fol.lowir~cj condi t ions f o r  each of the 
preceding ~ Q I O  years (or, in the case of biennial audits, preceding two a.udit  
periods) s h a l l  qualify as a I.ow-1-isk auditea and be e1igib:Lf: for reduced audit 
S~~vEl:ilgp_ in accordance wi.t-,h 520 : 

(a) Single audits were performed on an annual b a s i s  iri accordance with 
t h e  provisions of this p a r t .  A ncn-Federal entity t h a t  h a s  hiennial a u d i t s  
does n o t  qualify as a l o w - r i . s l r  auditee, unless agreed t o  in advance by the 
cognizant or oversight agency f o r  audit. 

( b )  The auditor's opinions on the financial stacemenis and ths 
schedule of expenditures 3f Federal awards were unqualified. However, tne 
cognizant or oversight agency for audit may judge t ha t  an opinion 
qualification does not affect the management of Federal awards and provide a. 
waivzr . 

(c) There were no deficiencies in internal c o n t r o l  which were 
identified as material weaknesses under the requirements of GAGAS. However, 
the cognizant cr oversight agency for audit may j u d g e  t h a t  any id- ontified 
material weaknesses do not affect the  management of Federal awards and provide 
a waiver. 

I 
3 2  

ATTACHMENT _. .... b _.__ ___. . 



3 3  

1 ATTACHMEffT ..._. e . .______.  1 
1 PAGE ..... 35. OF ._.._._.._.. 3 3  PAGES I 



ATTAC H M E NT " F" 



Health Information In Compliance With The Health Insurance Portability 
And Accountability Act Of 1996 (HIPAA) 
BUSINESS ASSOCIATE AGREEMENT 

THIS BUSINESS 
2003 by and between 

is made and entered as of October 1 
a 

C d .  %A e #66 
(hereinafter referred to as “Business/ Associate”), 

and the Cf iY  OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or 
“Covered En try”). 

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, 

Agreement, the parties agree as follows: 
I. 

ln c 
7 0 /  E .3Vd .#Y 

THEREFORE, in consideration of the mutual terms covenants, and conditions in this 

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 160-1 64 of the Code 
of Regulations. 
OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE. 2. 
a. 

b. 

C. 

d. 

e. 

f. 

Non-disclosure. Business Associate agrees to not use or disclose protected health 
information other than as permitted or required by the Agreement or as required by law. 
Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of 
disclosure of the protected health information 
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. 
Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or 
disclosure of the protected health information not provided for by this Agreement of which it 
becomes aware. 
Business Associate’s Agents. Business Associate agrees to ensure that any agent, 
including a subcontractor, to whom it provides protected health information received from, 
or created or received by Business Associate on behalf of Covered Entity agrees to the 
same restrictions and conditions that apply through this Agreement to Business Associate 
with respect to such information. 
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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3. 

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 5 164.526 at the request of 
Covered Entity or an individual. 

h. 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 US.  
Department of Health and Human Services for purposes of the Secretary determining the 
business Associate’s compliance with the privacy rule. 

i. Reporting of Disclosures. Business Associate agrees to document such disclosures of 
protected health information and information related to such disclosures as would be 
required for the City to respond to a request by an individual for an accounting of 
disclosures of protected health information in accordance with 45 CFR § 164.528. 

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 
s164.528. 

j. Availability of Information to Covered Entity. 

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. Except as otherwise limited in this Agreement, Business Associate may use protected 

health information for the proper management and administration of the business 
Associate. 

b. Except as otherwise limited in this Agreement, Business Associate may disclose protected 
health information for the proper management and administration of the Business 
Associate, provided that disclosures are required by law, or Business Associate obtains 
reasonable assurances from the person to whom the information is disclosed that it will 
remain confidential and used or further disclosed only as required by law or for the purpose 
for which it was disclosed to the person, and the person notifies the business associate of 
any instances of which it is aware in which the confidentiality of the information has been 
breached. 

c. Except as otherwise limited in this Agreement, Business Associate may use protected 
health information to provide data aggregation services to covered entity as permitted by 42 
CFR § 164.504(e)(2)(i)(B). 

d. Business Associate may use protected health information to report violations of law to 
appropriate federal and state authorities, consistent with $j 164.502(j)( 1 ). 

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify 
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in 
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business 
Associate’s use or disclosure of protected health information. 

b. Notification of Change or Revocation of Permission. Covered entity shall notify business 
Associate of Any changes in, or revocation of permission by individual to use or disclose 
protected health information to the extent that such changes may affect Business 
Associate’s use or disclosure of protected health information. 

4. OBLIGATIONS OF COVERED ENTITY. 
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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 5 164.522, to the extent that such restriction may 
effect Business Associate’s use or disclosure of protected health information. 

5. PERMISSIBLE REQUEST BY COVERED ENTITY. 
Covered Entity shall not request Business Associate to use or disclose protected health 
information in any manner that would not be permissible under the Privacy Rule if done by 
Covered Entity, except that this restriction is not intended and shall not be construed to limit 
Business Associate’s capacity to use or disclose protected health information for the proper 
management and administration of the Business Associate or to provide data aggregation 
services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and 
(c) of this Agreement. 

6. TERM AND TERMINATION. 
a. 

b. 

1. 

2. 

3. 

C. 
1. 

2. 

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. 
Terminafion for Cause. Upon Covered Entity’s knowledge of a material breach by 
Business Associate, Covered Entity shall either: 
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; 
Immediately terminate this Agreement if Business Associate has breached a material term 
of this Agreement and cure is not possible; or 
If neither termination nor cure is feasible, Covered Entity shall report the violation to the 
Secretary. 
Effect of Terminafion. 

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. 
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. 

7.  ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS. 
Business Associate shall make itself and any subcontractors, employees, or agents assisting 
Business Associate in the performance o f  its obligations under this Agreement with the 
Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses 
or otherwise, in the event of litigation administrative proceedings commenced against Covered 
Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA 
regulations or other laws relating to security or privacy, except where Business Associate or its 
subcontractors, employees or agents are named as an adverse party. 
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8. MISCELLANEOUS 
a. References. A reference in this Agreement to a section in the Privacy Rule means the 

section as in effect or as amended. 
b. Amendment. The parties agree to take such action as in necessary to amend this 

Agreement from time to time as is necessary for covered entity to comply with the 
requirements of the Privacy Rule and the Health Insurance Portability and Accountability 
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement. 

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of 
the Agreement shall survive the termination of this Agreement. 

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity 
to comply with the Privacy Rule. 

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. 

I O .  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 ( I O )  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. 
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. 

9. 

11. 

12. 

13. 

14. 

ATTACHMENT E 
PAGE 4 of 5 PAGES 



15. 

16. 

17. 

18. 

WAIVER. The acceptance of any services or the payment of any money by City shall not 
operate as a waiver of any provision of this Agreement, or of any right to damages or 
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not 
constitute a waiver of any other or subsequent breach of this Agreement. 
CONTINUATION. Termination or expiration of this Agreement shall not affect rights or 
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or 
expiration of this Agreement, sand shall not extinguish any warranties hereunder. 
ADVERTISING. Business Associate shall not use the name of City, its officials or employees 
in any advertising or solicitation for business, nor as a reference, without the prior approval of 
the city Manager or designee. 
THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit 
themselves only and is not in any way intended or designed to or entered for the purpose of 
creating any benefit or right for any person or entity of any kind that is not a party to this 
Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all 
of the formalities required by law as of the date first stated herein: 

(Name of Business Associate) 

a ( t r n l L & . l ;  L> 
rporation, partnership, individual) 

\ 

By: 21 
(person legally all(&& to bind organization) 

By: 
(person legally allowed to bind organization) 

Title: 

CITY OF LONG BEACH, a municipal corporation 
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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. 

2. 

3. 

4. 

5. 

6 .  

7.  

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 andlor 
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 
tra n sa ct i on, ” “part i ci pa n t , ” “person , ” ‘‘ p r i m a ry covered t ra n sa ct io n , ” “ p ri n ci pa I ,  ” “ pro posal , ” 
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 24.51 0 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: dbpdi !h??fllLm&43 
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CERTl FI CAT1 ON REGARD I N G LOBBY I NG 

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 
hislher knowledge and belief, that: 

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any 
person for influencing or attempting to influence an officer or employee of an agency, a Member of 
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection 
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative 
agreement, and any extension, continuation, renewal, amendment or modification of said documents. 

If any funds other than Federal appropriated funds have been paid or will be paid to any person for 
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an 
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal 
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard 
Form - LLL “Disclosure Form to Report Lobbying” in accordance with its instructions. 

The undersigned shall require that the language of this certification be included in the award documents 
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and 
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly. 

This certification is a material representation of fact upon which reliance was placed when this transaction 
was made or entered into. Submission of this certification is a prerequisite for making or entering into this 
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required 
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each 
such failure. 0 

Agreement Number: Contract Agency: \ 
Name and Title of Authorized Representative: 

Abhde Cohmun / +lZS 

&e&efi+; CEO 

Signature 
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