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CONTRACT FOR SOCIAL SERVICES

31461

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

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between KHMER PARENT ASSOCIATION, INC., a California
nonprofit corporation (“Organization”), with offices located at 1069 Cerritos Avenue, Long
Beach, California 90813, 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 pa\r{iés' égree as follows:

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

Section 2.

A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122”, Attachment “E” entitled “OMB Circular A-1337,
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, 2009, and, unless sooner terminated as provided herein, shall terminate at

11:59 p.m. September 30, 2010.

Section 4.

A. Organization shall affirmatively and aggressively use its best
2
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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 Eleven Thousand Dollars ($11,000.00) 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/inaliocable expenses

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

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

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

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

funds to the City. For this reason, failure of Organization to submit the final invoice
4
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and reports within fifteen (15) days after the end of the Operational Year may
result in loss of reimbursement of funds.

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

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

Section 5.

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

City may continue to withhold such funds equal to the amount of improperly used
5
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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

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

Section 6.

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

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

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

Section 7.

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

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

Section8. This Contract contemplates the personal services of
Organization and Organization’s employees. Organization shall not delegate its duties or
assign its rights hereunder, or any interest herein or any portion hereof, without the prior
written consent of the City. Any attempted assignment or delegation shall be void, and
any assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City's
endorsement form or on an endorsement equivalent in scope to ISO form
CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
special limitations on the scope of protection given to the City, its Boards
and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

13

LT:bg A09-03590
L:\Apps\CtyLaw32\WPDocs\D012\P010\00186570.D0C




OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

o O 0o N O O b~ 0N -

N N N N N NN DD NDMNDN A A ma a a «a a a =a o
0o ~N O O A W DN A O ©W 0O N OO OO, W N -

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

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

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

1
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ATTACHMENT “A”




City of Long Beach
Social Service Grant (SSG) Program 2009-2010
Scope of Work

AGENCY NAME: Khmer Parent Association CONTRACT NUMBER:

PROGRAM OBJECTIVE: The After School Program will focus on helping at risk and underachieving youth to excel academically at school, so they can have the

ability to pursue a higher education after High School. They will also learn life and social skills and acquire out-of-school knowledge so they can be competent
in the workforce.

QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4

Total Goals 10/1-12/31 11-3131 4/1-6/30 7/1-9130

Goals: (1-Year)

Actuai Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

1. when the youth enroll in the program, the Program Director will
interview them, study and analyze their school report cards and the
results of past State tests. This will help her to identify the 7-8
strengths and weaknesses of each of the youth's subjects that they
need help.

2. Improvement in test scores: in order to raise a grade level, the
youth need to fully comprehend their subjects and make gradual,
consistent improvements in their regular school test scores. 9-10

3. Qutside activities: Leadership camp and field trips. The youth
need to have field trips to different places as necessary because it
will expand their scope of comprehension and motivate them to
study hard at school. To reach their individual potential,
participation in the Leadership Camp is important for their young
lives.

12
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ATTACHMENT "B”




City of Long Beach

Social Service Grant Program 2009-2010

Scope of Work
Program Budget for:  Khmer Parent Association CONTRACT NUMBER:
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
Tutor $ 1,720.00 will work with Director and students
Director $ 6,880.00 Administers program and tutors
TOTAL PERSONNEL $ 8,600.00 Total Personnel to be Reimbursed
OPERATIONS
Supplies $ 1,100.00 Books, CD's and Laptop to run program
Field Trips $ 550.55 Required to broaden education
Misc. $ 749.45 Incentives, graduation and fingerprinting
TOTAL OPERATIONS 2,400.00 Total Operations to be Reimbursed
TOTAL PROGRAM BUDGET $ 11,000.00 Total Program Amount to be Reimbursed

iGnature /

SSG RFP budget.xis
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ATTACHMENT “C”




PARTS 200-214 [RESERVED

fd

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

ADOUT U

Subpart A—General

Subpar D—Ale-the-Award Reguiremenis

o

o

=

ORI

LEVISICD



sehparis
substantive work under grants
reempn\s that are
r awarded by the primary re-
if such subreciplents ars orga-
‘,mm described in paragraph {a) of
Lion.
1ig part does not apply e grants,
'ts, or other agreements Dbe-
the Federal Government and
¢ 3tate or local governments
by OMB Circular A-102,
and Cooperative Agreementis

wte and Local Governments''!
Foderal agencies’ grants man-
common rule (see §215.5)

andardize the administrative
r/«ounemel‘c federal agencies impose
on State and local grantees. In addi-
sion, subawards and contracts to State
or local governments are not covered
hy this part. However, this part applies
to subawards made by State and local
FOVErnmentss o organizations covered
by this part.

{4) Federal agencies may apply the
provisions of subparts A through D of
this part to commercial organiza icms,

foreign governmenss, organization
ander bvhe jurisdiction of zorelgn gov-
ernments, and international organiza-
tions.
(c) OMB responsibilities. OMB is re-

sponsible for:

(6} Zssuing and meintaini
ance in this

{2y r.ut,ez‘p"eumg the policy reguire-
ments in this part mnd Drovi(iing assist-
ance Lo ensurs effective and efficient
smplementation.

3y Reviewing Federal agency regula-
tions implementing
this part, as required by Executive
Order 12866.

{4) C”ar\t*'nq any deviations to Fed-
encies from the guidance in this
par’n‘ 25 provided in §216.4. Exceptions

only be made in particular cases

g the guid-

art.

5 OFR 1310.9 for availability of OMB

‘((17
head of
ards and amm
sements subject Lo the g
this part is “esponsm‘e for:

(1) Implementing the
subparss 4 through D of this part by
adopting the language in those sub-
parts unless differsnt provisions are r
guired by Federal statuue or are ap-
proved by OMB.

{2) Ensuring that the agsncy's cor
s and subcomponents )
une ?mv“*'s implementa
e in subparts A

ath

guidance in

approval from OMB
the guldance in
of iz part in
dance requires

z'nd in unvs part.
(e) Relationship to previous issuance.

The "uldan"o in this part previously
was issued as OMB Circular 4-110. Sub-
parts A through D of this part contain
the guidance that was in the atitach-
ment 50 the OMB circular. Appendix A
50 this part contains the guldance that
was in the appendix to the aitachment.

(Y Injormation Contact. F
meabion concerning this part may ne on
ained by contacting the Office of Fed-
wal T;na.nc‘al Marxarxemen 7

DC 200("9. uelepnone \204,

(g) Termination Review Dwe '“hlc part
will have a policy review three years
from the date of issuance.

Subpart A—General

Purpose.

sshablishes uniform ¢
raquirements for i
sgreements awarded
wmns of higher educat )
and other non-profit organizav
®aderal awarding agenci
sdditional or incon
except as prov
5.14 or unless specifically
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|49

Wi

ith secuion
hat pz‘ef~

funds “m*s\, comply
ection 6002 reouls thatb
he given in procurem pro-
u*‘f‘xaqa of speq pvod—
; recycled 'nar,ema,is
ident Dd in v\l‘delmes develioped by
she Environmental Protection Agency
4) {40 CTR parts 247-264). Accord-
State and local institutions of
education, hospitals, and non-
, organizations that receive direct
] awards or otvher Federal funds
ive preference in their procure-
programs funded with Feaderal
the purchase of recycled prod-
suant to the EPA guidelines.

§915.17 Certifications and representa-
TIons.

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

Subpart C—Post Award
Requirements

NCIAL AND PROGRAM MANAGEMENT

215,20 Purpose of financial and pro-
gram managemendt.

through 215.28 pre-
seribe standards for financial manage-
ment systems, mebthods for making
payments and rules for: satis{ying oost;
sharing and matching reqguirements,
secounting for program income, budget
revision approvals, making audifs, de-
sermining allowahility of cost, and as-
sablishing fund availability.

Sections 215.21

§915.21 Standards for financial man-

agerent systems.
awarding agencies shall

recipients to relate financial

e g N
LR Lh

(1~1-046 Edition)

project  or
e wxm she repors-

!i?z,l".

g requirements set forth in § If
a F ral awarding agency rag a-
porting on an accrual basis from a re-
sipient that maintains iis

other than an accrual basis, the re
ent shall not be required to establish
an acerual accounting syster
recipients may devslop such accruzl
data for its reports on the basis of an

vy adeaguat
n of funds for

These

the source and @mﬂmau‘
federally-sponsored activifies.
records shall contain information
saining to Federal awards, auth -

tions, obhlig zmo-.w unobligated
ances, assets, ouslays, income and in-
terest.

(3) Effective conitrol over and ac-
countability for 21l funds, propert
other assets. Recipients
mz&te‘;y oaf@guard all such

agsure they are used solely
ized purposes
(4) f‘omnarison of outlays with budg-

et for each award. Wheneve
R eye): o_ financial information
should be related to performance and
unit cost daua

{8 wmtten procedures to minimiz
the ¢ elapsing between the tr zm%f er
of fu nds to the recipient from the U.S.
Treasury and the issuance or redemp-

tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im—
provement Act (CMIA)Y (Pub. L. 101-453

govern, payment methods of St,ate
agencies in%trumenta,hties, and fiscal
ag shall be consistent with CMIA

Agreements or

§ vmm“y State

OMIA default procedurss codified at 31
CFR part 206, “Withdrawal of Cash
from the Treasury for Advances under

vy

Faderal Grant and Other Programs.

(6) Written procedures for deter-
mini ing the rezsonableness, allocability
and allowability of costs in accordancs
with the provisions of the applicable

- 5
ATTACHMENT .. (,/

pace .8 oF 20 pa
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all
sual cash disburse-

ing capital advance

- ient for
ments. The work
method of payment shall not be used
for recipients unwilling or unable fo
provide timely advances to their sih-
cipient to meet the subrecipient’s ac-
ual cash disbursements,

{q) To sthe extent avallable, r
ants shall disburse funds available from
repayments to and interest garned on &
revolving fund, program income, ré-
habes, refunds, contract settlements,
aundit recoveriss and inberest earned on
such funds before requesting additional
cash payments.

(hY Uniess otherwise required by stai-
ate, Federal awarding agencies shall
not  withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (n)(1) or (2) of this section
apply.

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

{(2) The recipient or subrecipient is
delingquent in a debt to bthe United
States ag defined in OMB Circular A-
199, “Menaging Federal Credit Pro-

api
scipi-

wpanding
en-owned

anterprises

all i

raciplents st

BNCoura Lo use women-owned and
minority-owned banis {a banl is
owned at least 50 percent by women or

minority group members),

(k) Recipients shall maintain
vances of Federal funds In inters

bearing accounts, unless paragra
()1, (2) or (3) of this section appl

(2) The best reasonably avallable in
t would not

rear on Federal cash balances.
depository would reguire
g or minimum balance s0
thatb it would not be feasible within
expected Federal and non-Federal cash
resources.
1y For

those
and its implement
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitbed annually 5o Department of
Health and Human Services, Payment
Management System, Rockville, MD
2085%2. Intersst amounts up to 3250 per
a
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the supporul
eupiration date
vhe sxpiration
This one-ti
sad 1
v-rn\'xlp

L

ir she as
1y not be
: uurugse of using
ANCES.
The terms and conditic
prohibit the extension.

114y Tt tension requires additional
‘eders] funds.
{111) The sension involves any

ange in the approved obiectives or
scope of the project.

’3) Carry forward unobligated bal-

snces Lo subseguent funding periods.

(4) For awards that support research,
the TFederal awarding agency
vides oc yerwise in the award or in
the agency’s regulations, the prior ap-
o} 'vval reguirements deso ibed in this
h {e) are antomabically waived
¢ipients need not obtain such
ovals) unless one of the con-
ded in paragraph (e)2) ap-

eyerci

u

abved

(i) ns o1 aw

e e

ex

(i e.,
prior appro
ditions inclu
nlies.

(fy The Federal awarding agency
may, at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
camulative amount of such btransfers
exceeds or is expecied to excsed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
psrmit a transfer that would canse any
Federal appropriation or part thersof
0 be used for purposes other than
those congistent with the original in-
tent of the appropriation.

{gy A1) other changes to nonconsirue-
+iom budgess, except for the changes de-
seribad in paragraph (§) of this section,
do not require prior approval.

(h) For construciion awards, recipi-

nts shail reguest prior writien ap-
rova* prompbly from Federal awarding

encies for budget revisions whenevar
aL agraphs ()(1), (2) or {8) of this sec-
tion ap, 13

(1) The revision results from changes
ir the sccpe or the objective of the

project or program.

(2) The need arises for additional
Federal funds to complste the project.

tn

\’ gl m

o)

1)
AR

()]

[\l

specific
a drnnmrm

ments {for
posed anie
proved by O

{j) Wnhen a awarding a
malkes an award that provides ahDDO
for both construction and nonconsirac-
sion work, the Federal awarding agen-
¢y may require the recipient request
prior approval from the F aderal award-
ing agency before making any fund or
budget transfers between the two types
of work supported.

has haen

sy

(k) For both construction and non-
congtruction awards, Federal awarding

11 require recipients o no-
ral awarding agency in
writing prompily whenever the amoum
of Federal aushorized funds is expscied
t0 exceed the nesds of the raczmﬁm for
the proj period by more than $5000
or five cent of the Federal award.
whichever is greaber. This notification
shall not be required if an application
for additional funding is submitted for
a continuation award.

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

(m) Within 30 calendar days from the
date of receipt of the reqguest for budg-
nb revisions, Federal awarding agencies

nhall review the request and notify the

e cipient whether the budgel revisions
have been approved. If the revision is
still under consideration at the end of
30 calendar days, the Federal awarding
sncy shall inform &the recipient

agencies sha
$ify the

4
v
r

1Y
be

g=1

writing of the date when the recipient
may expect the decision.

{69 TR 26281, May 11, 2004, as smended at 7¢

51880, Aug. 31, 2005]

5215 286 Non-Federal audits.
2) Recipients and subrecipients thai
institutions of higher sducation or
her non- profit organizations (includ-
2ll be ﬁUh}“"&r to the
ts contained in the
Amendments of 1996
071 and revised OME

ic sh

PAGE l% OF







part 216 (0O
iform Administr
s for Gr amt:: and Ag
instisusions of Higher
itals, and Other Non-Profit Organiza-
sions, ') and

{53 The agencies' grants managemeani
common rale (see §215.5).
Wren a Federal agency
shis {lexibility. j
State's exercising this

must adopt its own writien
aumm‘sn rative  reqguirements
ding and accounting for 21l funds,

(G}

. a State
1503,1 and
for ex~

- QO
he]
5
J

per
which are consistent with the provi-
sions of 2 CFR part 225, 'Cost

for State, Local, and Indian
shal Governments (OMB Circular A~
v and exbtend such policies to all sub-
cipients, These fiscal and administra-
requirements must be sufficie anbly
cific to ensure that: funds are used
o*npha,nc'e with al‘ applicable Fed-
statutory and regulatory provi-
costs are reasonable and nec-
for operating these programs,
and funds are not be used for general
expenses required Lo carry out other
responsibilities of a State or its sub-
recipients.

ciples

[

o

aral
sions,
2582TY

(60 FR 26281, May 11, 2004, 25 amended at 70
PR 51881, Aug. 31, 2005]

PROPERTY STANDARDS
215.30 Purpose of property stand-
ards.
Sections 215.31 through 21837 sai
fore uniform standards governing

management and disposition of prop-
erty furnished by the Faderal Govern-

ment whose cost was charged to a
prmect supported by a Federal award.
Faderal awarding agencies shall re-
guire recipients uO observe these stand-
ards unae‘“ awa, and shall not impose

PRy

additional zeauhomenus unless specitli-

sally reguired by Federal stetute, The
racipient may use ifts own propervy
rement standards and procedures
ovided it observes the provisions of
215.31 through §215.57.

(225 U
=
-
<

guired wi
Lo property ’\\ﬂned
federally-owned propert
insu onless reguired
and ions of the award.

vy
b3

condit

§915.32 Heal property.

Rach Pederal awardin
prescribe requirements Y nis
concerning the use and disposition of
real property acguired in whole in
part under awards. Unless oth ise
provided by statute, such qwm-
ments, at a minimuam, sthN, sonsain

the following.

{4 O real propery
the
that the r?cipzent s'na,ll ase :he

as it 13 neede
the properiy w
Faderal awar

lo
shall not encumber
out approval of the
2gency.

(b) The recipient shall obtain writien
approval by the Federal awarding agen-
¢y for the use of real property in other
federaily-sponsored projects when the
recipient determines that the property
is no longer needed for the purpose of
the original project. Use In other
projects shall be limited to fhose under
federally-sponsored projects (i.e.,
2wardg) or programs that have pur-
poses consistent with those authorized
for support by the Federal awarding
agency.

(c) When the real property
longer needed as provided in
graphs (a) and (b) of this sechbion, the
recipient shall request disposition in-
stractions from the Federal awarding
agency or its sucCessor Federal award-
ing agency. The Federal a warding

agency shall observe one or more of the
following disposition insi

(1) The recipient may b
retain Sisle without furth
to the Federal Governm
compensates the Federal Government
for that percentage of the current fair
market value of the property atbtrib-
utable Lo the Federal participation in
the project.

is no
para-

£t after it

pe

her

an
~
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| awardis
owned

Federal

ant is 3
meng, use on Aoty s
naov sg)onsored by the Faderal Govern-

ment ghall be permissible if anthorize
By ohe T?'Jdartl awarding agency. User
1 he hreated as program in-

When acquiring replacement
Jﬂummort the recipient may use the
wipment $o he replaced as srede-in or

sell t‘ne egquipment and use the pro-
cesds to offset the costs of bhe replace-
'nent, squipment subject O the ap-

roval of the Federal awarding agency.

(z’; The recipient's property manage-
ment standards for equipment acquired
wit n Tﬁ: eral funds and federally-owned

ent shall include all of the fol-

1) poummen records shall be main-
sained accurately and shall include the
following information.

(i} A description of the equipment.

(1) Manufacburer's serial number,
model nomber, Federal stock number,
national stock number, or other identi-
fication namber.

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

{iv) Whether title vests in the
ant or the Federal Government.

(v) Acquisition date {or datb
ceived, if the equipment was furnished
by the Federal Government) and cost.

ivi) Information from which one can
calculate the percentage of Faderal
participation in the cost of the equip-
ment, {(not applicable to eguipment fur-
nished by the Federal Government).

(vii) Locasion and condition of the
sguipment and the date the informa-
sion was reported.

{viiiy Unit acquisition cost.

%) Ultimabe disposition data, in-
cluding date of disposal and sales price
or the method used to determine cur-
rent fair market value where a recipi-
ni{ compensaies uhﬂ Federal awarding
age ey for its shar

{2) Bguipment uwm,d by the Federal

recipi-
re-

"
I

2

Government shall be iden ed to indi-
cabe F eders) ownership.
(31 A ph sl inventory of inment
(3 hysical inventory of equipmen
shall be taken and the results rsc-

onciled with the squipment records ab
jeast once every two yaars. Any dif-

ed ny

158 :hown in
nvestig
uhe '¥iﬂ"cﬂ'\,

il
connec

ses of
in
verify tﬁw
and

et
S8

shall,
wory,
Hzation,
sguipment.

(4} A control svs
5o insure adeguab
vent loss, damage,
Dcn;ip“nem Any loss, damage,
of equipment shall be invest]

ms

e
s
1

1 igated and
fully documented; if the sguipment was
owned by the Federal Government, the

reczmenb shall promptly notify the
Faderal awarding agency.

(5) Adeguabe mainfenance procedurss
hall be implemsnted t0
gquipment in good condition.
() Where the recipient is authori
required to sell the eguipment,
sales procedures astabli
vich provide for

3r
g

T

or
or

Wl

sxtent practicable @nd result in the
highest possible return.
(g When the recipient no lovww

needs the squipment, the equipment
may be used for other activities in ac-
cordance with the foliowing standards.
For eguipment with a current per unit
fair market value of $5000 or more, the
recipient may retain the eguipment for
other uses provided that compensation
is made to the original Federal award-
ing gency or s SuCceessor. e
smount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to th
rent fair market value of bthe equi,»
ment. If the recipient has no need |
the eguipment, the recipient shall
quest disposition instruciions from the
Pederal awarding agency. The Federal
swarding agency shall detern “vxe
whether the equipment can be used §
meet the agency’s requirements. Il no
requirement exists within that agency.
the availahility of the equipment shall
be reported to the General Services Ad-
minigtration by the Federal awarding
agency bo determine whether a require-
ment for the equipment existis in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recivient no laber e

1o
CR3

than 120 calendar
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in developing
ion that has the force and
_the Pederal awarding agency shall
uest, and the recipient shall pro-
Cwithin a reasonable time, the re-
search data so uhat, they can be made
available to the public through the pr o
zedures egbablished under the FOIA. I
the Federal awarding agency obfains
¢ research data solely in response o
FOIA reguest, the agency may charge
the requester a reasonable fee equaling
» full incremental cost of obtaining
esearch daba. This fee should
o5h8 Inct r“ed by the agsney,
recipient, and the aonhrab\e subreci
ents. This fee is in addition to any §
the agency may assess under the FOIA
(5 U.S.C. 352(a 4y Aan.

(2y The following definitions apply
for parposes of paragraph (d) of ihis
sechion:

(i} Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to validate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, plans for fubure ressarch, peer re-
views, or communications with col-
leagues. This “recorded” material ex-
cludes phvsical objects (e.g., laboratory
samples). Research data also do not in-
clude:

(4) Trade secrets, commercial infor-

mation, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

(B} Personnel and medical informa-
sion and similar information the dis
closure of which would constitute &
clearly unwarranted invasion of per-
sonal privacy, such as information that
sould e used Lo identify a pardicular
person in a research study.

/i1) Published is defined as either

when:

¥

2]

n

743 Research finding

re published
o

2
g ‘gg‘ 5 31*@%5« Ve

2%

25 : (g;"’ ,q;
e By b

‘,ne zome .md Lf ot
2 as when an
Tlicially cltes me r
support of an agency action u).'xau th-;
the force and affect of law.
tangihle properiy
debt instruments acguired under
award or subazward vests upon
tion in the recipient.
shall use that property
nally-authorized purposs,
cipient shall not encumber th
erty without approval of the ‘-‘edem‘z

awarding agency. When no longar nes
ad for the originally authorized pur
pose, disposition of the intangible prop-
arty shall oceur in accordance with the

a4

provisions of §215.34(g).

{689 FR 26281, May 2004, 28 amended at

y 1L,
TR 51881, Aug 20053

$215.37 Property trust relationship.

Real property, squipment, intangible
property and debt instruments that ars
acguired or improved with J*e(l"“a.l
funds shall be held in trust by the re-
sipient as srustee for the beneficiaries
of the project or program under which
the property was acguired or improved.
Agencies may regquire recipiants o
record liens or other appropriate no-
tices of record to indicate that par-
sonal or reazl property has been ac-
quired or improved with Federal fands
znd that use and disposition conditions
3,0ply to the property.

w

PROCURBMENT STANDARDS

procurement

§215.40 Purpose of
standards.

Sections 215,41

forth standards for use by ¥

establishing procedures for the pr

curement of supplies and other exper
t‘q

able property, equipment, real pr DEr
and other services with Federal f unds.
These standards are furnished o en-
sure thal such materials and service
e PP SR TS
fs' £
¢ alre
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fsatures C)T

i 3 :’Ueu;_l
name or esgual’ descript
ders azre required o meet
isems are included in the solicitation.

v} e acceptance, to the extent
practicable and economically fsasibie,
of products and services dimensioned in
the metric system of measurement.

{vi) Preference, to the extent prac-
sicable and economically feasible, for
products and services that consgerve
nasural resources and protect the envi-
ronment and are energy efficient.

{b) Posisive efforis shall be made by
recipients to Uumze small businesses,

ey A e h ot
s Lnat DiG-

when such

minority-owned firms, and WOmen’s
husiness enterprises, whenever pos-
sible. awards

Recipients of Federal
shall cake 211 of the following steps o
further this goal.

(13 Ensure that small businesses, mi-
nority-owned firms, and women's busi-
ness enterprises are used to the fullest
exbent practicable.

(9y Make information on forshcoming
opportunities available and arrange
time frames for purchases and coD-

tracts Lo encourage and facilitate par-
uxvmaulon by small businesses, minor-
ity-owned firms, and women's business
emerpmses,

(3) Consider in the coniract process
whether firms competing for larger
contracts intend to subcontract with

GO

small husinesses, minority-owned
firms, and women's business enter-
pr350~

4} Bncourage contracting with con-
nOTGlL.mQ of srnall businesses, minority-
owned firms and women's business en-
terprises when z conbract is too large
for one of these firms to handle individ-

uall y

(5} Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Depariment of Commerce’s Minor-
ity Business Davelopment Agency in
she splicitation and
small businesses, minority-owned firms
and women's business enterprises.

{c) The type of procuring ‘n.)t aments
used {e.g., [ixed price contracts, cost re-
smbursable contracts, purchase order
and incentive conbtracys) shall be debter-
mined by the racipient but shall be ap-

utilization of

or “pemez Lagp f)f
1 of conurz

J\ lontrachs %‘nal" ¥
ponsible contra
potential &xvity 'f,o
regsfully under the terms
vions of the proposed
’*onsideration sh“‘x} ne zi

sechnical resources 5
other necessary rssources. 1ir \,er
circumstances, contracis with
parties are restricted by Lg,en"* st im-
plementation of E.O.s 12548 amo 12684,
“Dm‘vaarme 1t and Suspension.

y Recipients shall, on request, m
wv&ﬂa.ole for the Federal award
agency, pre-award review and procur
ment documents, such as raguest
proposals or invitations for bids, Ir
pendent cost estimates, etc., when
of the following conditions apply.

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

(2) The procursment is expected oo
exceed the small purchase threshold
fixed ab 41 U.S.C. 408 (i1) (currently
$25.000) and is to be awarded withoutb
uompeuition or only one bid or oifer is
received in response to a solicitation.
(3) The procurement, which is ex-
pected to exceed the small purch ?se
threshold, specifies a “Dbrand name”
product.

(4) The proposed award over the
small purchase shreshold is to Dbe
awarded to other than the apparent
low bidder under a sealed bid procure-
ment.

(5) A proposed contract modification
changes the scope of a contram or in'
creasss the contract amount by mor
shan the amount of the small purchuse
threshold.

Cost and price analysis

Some form of cost or price analysis
be made and documesnted in the
sment files in connsction with

S
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mpLro

oroa
26 represeniatives, st
50 nooks, doc

cords of

any

ANaG

4]

directly pertinent a specific
cram for the purpose of malii
svaminations, excerpts  and
scriptions.

(e) All contracts, including small

purchases, awarded by recipients and
sheir consractors shall contain the pro-
surement provisions of appendix A 5O
shis part, as applicable.

R
pan ey

REPORTS AND ORDS

of and

reports

§215.50 Purpose
records.

215.51

procedurss

the recipient

and repording on
cial and program performance and the
reporting  forms.

necessary standard
They also set forth record revention re-
guirements.

Sections
forth the

$9215.51 Monitoring and reporting pro-
gram performance.

(2) Recipients are responsible for
managing and monitoring sgch project,
program, subsward, function or acthiv-
ity supported by the award. Recipients
«hall monitor subawards to ensure sub-
recipients have met the audit reguire-
ments as delineated in §215.26.

(b) The Federal awarding agency
shzll prescribe the freguency with
which the performance reports shall be
submitsed. Bxcept as provided in
§215.51(0), performance reporss shall

not required more frequently than
narterly or, less freguently than an-
nually. Annnal reporss shall be due 90
calendar days after the grant year,
gquarterly or semni-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
ary dabes of multiple year awards
iy lieu of these requirements. The final

2

xd

e

=

performance reporis are due 80 cal-
endar days after the expiration or ter-

K

minabion of the award,
(¢) If inappropriate, a i nal technical
or performance report shall not be re-

auired after completion of the project.

[@>]

(S

comparison of aciaal ac
with the goals and ob
for the period,

]

b L
nlishments

tives established

) A

o
wlie

findings of the ir tigator, or
Whenever appropriate and

of programs Or DProjects can i

guantified, such quant
should be related to cost data for

putation of unit costs,
(9) Reasons why

were not meb,
{3) Other perd

when

et

cluding, appropriabe,
and explanation of cosgt overruns ov
nigh unit costs.

(¢} Recipients shall not be raqu

submit more than the original and swo
copies of performance reporis.

" Recipients shall immediately no-
sify the Federal awarding agency of de-
velopments that have a sig toim
nact on the award-supported aciivitie
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet the objectives of the
award. This notification shall include 2
statement of the action taken or con-
templated, and any assistance neaded
to resolve the situation.

{g) Federal awarding agencies ma
make site visits, as needed,

(h) Federal awarding agencies gh
comply with clearance reguiremsnis ol
5 CFR part 1320 when rsguesting T
formance data from recipients.

y

by st

$215.52 Financial reporting.

(a) The following forms or
forms as may be approved by OM
authorized for obtaining financial
formation from recipients.

(1) $¥-269 or SF-2694, Financial Sta-
tas Report.

(iy Tach zwarding agency
shall require recipients to use the SF-
260 or ST-280A to report the stabus of
funds for 2ll nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have bthe option of
not requiring the SF-269 or SF-2654
when the SF-270, Request for Advance
or Reimbursement, or SF-272, Repord
of Federal Cash Transactions, is deter-
mined to provide adequate information

2dera

Fsg

c
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arments

12548 an
ling 2

Subpart D—After-the- Award
Requirements

Purpoc;e.
215.71 through 215.73 contain
D*‘Ofedu“cs and ouh 3T proce-
subsequent disgliowances and

dures for s
adjustments.

Closeout procedures,

{2) Recipients shall submif, wit thin 90
calendar days after the dabe of combple-

tion of the awsard, all financial, per-
sormeance, and obher reporss as required

hy the terms and sondisions of the
'Q:A The ’«an awxar oY

§215.72

Amount
recor u*’l

’ﬁuhqequon( adjustments and

3
oom,mumﬂ “(‘QX)OY\hH)XI!sz"q

()&Duuc of an

award doss not

o 4
@il
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Y 4q

s 5,nd

w
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o
=
0
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1

is on
review,
2y The obli
turn any §
ter refunds,
sactions

(’3 Audit re\;mrpmoms

(4} Pmpe Ly rnanfx:;en
ts in §216.31 through §2
Pem“os retention as
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! on with obm.mmg any
Juch disclosures are forwar ded irom uer w
sier up bo the recipient

4 Deabarment and Suspension (B.Cs 12549
and  12689%—A convract  award with an
amount expected to egqual o1 sxceed $25.000
and cortain other contract awards (see 2 CFR
180,220} shall not be made to paruies Iisted on
uhe Vovm'mrxeﬂt wide Bxcluded Parties List
System, in accordance with the OMB gutde-
\Mines ai 2 CFR part 180 that implement B.08
12548 (3 CTR, 1986 Comp., p. 188) and 12689 (3
CPR, 1989 Comp., b. 235), “Deharment and
Suspension.’” The Bxcluded Parties List Sys-
sem contains the names of parties debarred,
suspanded, or otherwise excluded by agen-
cies, as well as parties declared ineligible
ander statutory or reguiatory authority
other than E.0. 12549,

(8 Q PR 06981, May 11, 2004, as amended at 70
R 51878, Aug. 31, 2005)

PARTS 216-219 [RESERVED]

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

Sec.

220.5 Purpose.

220.10 Scope.

290,15 Policy.

290,20 Appleability.

920.25 OWB responsibilities.

290.30 Federal agency responsibilities.

790.35 Bffective date of changes

290.40 Relationship to previous issuance.

29G.45 Information contact.

PYRNDTY A TO PART 220—PRINCIPLES FOR DE-
TERMINING (0STS APPLICABLE TO GRANTS,

CONTRACTS. AND OTHER AGREEMBENTS WITH

BDUCATIONAL INSTITUTIONS

AuTHORITY: 31 U.S.C. 503; 31 U.S.C. 1111 41
U.S.C. 405, Reorganization Plan No. 2 of 1970;
B.0. 11541, 35 FR 10737, 3 CFR, 1866-1970, p.
929,

Soumrce: 70 FR 51881, Aug. 31, 2005, unless
stherwise noted.

§220.5 Furpose.

This part establishes pri cipiss for

determining costs applicable to grants,
contracts, and other agreements with

sducabional ingtitutions.

06g

o)
LGRS

ahove cost lg

part.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov
srnment bear its fair shars of to
costs, determined in accordance w
generally accepted accounting
ulD].QS, except where restricted or
hibited by law. Agencies are not
pected bto place additional restricy 3
on individual items of cost. The suc-
cessful application of cost accounting
principles reguires development of mu-
tual understanding betwsen rapreseni-
asives of sducational institutions and
of the Pederal Government as to their
scope, implementation, and interpreia-
tion.

8220.20 Applicability.

(z) All Federal agencies that sponsor
research and development, btraining,
and other work at educational institn-
tions shall apply the provisions of Ap-
pendix to this part in determining
the costs incurred for such work. The
principles shall alsc be used as a guide
in the pricing of fixed price or lamp
sum agreements.

(b) Bach federal agency thal awards
defense-related contracts o a Feder-
ally Funded Research and Development
Center (FFPRDC) associated with an
educational 1nsuuution shall require

the FFRDC to comply with the Cost
Accounting Standards and with the

ulations igsned by the
ng Standards Board and
CFR part 88.

rules and reg
Cost Accounti
set forth in 47

§220.25 OMB responsibilities.

OMP is responsible for:

{a) Issuing and maintaining the ouid-
ance in this part.

{p) Interpreting the
ments in this part and p ondm
ance to ensure effective and
implementation.

a8 ,

%
ATTACHAMENT .

pace 20 of 20 PAGES







cite a
y to colleg
get (OMB) Ci
local, and ¥
by OME Circu , E
al Gov ments”; hospit Th
the Feder

ot ®

S

3 Epplicability
ese principles shall be used by &ll Federal agencies in determining
work performed by non-profit organizations under grants,
e agreements, cost reimbursement contracts, and other conitracts in
s are d rici i : n, or settl 11 of
instruments are s ri
awards under whi i
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irs npet proceeds o maintain, improve, and/or ayxpand 118
Operations. s purpcse, the term "non-prorit organization” sxcludes i
collages and universitizs; (i1} hospitals; (iii} State, ipcal, and fedsrally-
recognized Indian tribal governments; and {iv} those’
non-profit organizations which are excluded from coverage of this Circular in

accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those irems that are designated as requiring prior
approval by the Circular. Generally this permission will be in writing. Where
an item of cost requiring prior approval is specified in the budget of an award,
approval of the pudget constitutes approval of that cost.

5. Exclusion of some non-profit organizations. Some non-profit organizations,
because of their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment C. Other organizations may hwe added from time to time.

“

6. HResponsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisions of
to

this Circular. Upon request, implementing instruction shall be furnished
OMB. Agencies shall designate a liaison official to serve as the agency

representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days

of the date of this Circular.

7. pnttachments. The principles and related policy guides are set forth in the
following Bttachments:

Attachment A - General Principles
Attachment B - Selected Items of Cost
Attachment C - Non-Profit Organizations Not Subject To This Circular

8. Reguests for exceptions. OMB may grant exceptions to the requirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

9. Fpffective Date. The provisions of this Circular are effective immediately.
Implementation shall be phased in Dby incorporating the provisions into new
awards made after the start of the organization's next fiscal ysar. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Farlier implementation, or a delay 1in

ATTACHMENT .\
PAGE .. 2. OF .55 PAGES
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ywiakle undey an

whe award and bhe

in the award as to tvpes or amount of cost

b Conform to any Jimitnatlions OF
x

. Be consistent with policies and procedures that apply uniformiy
ro both federally-iinanced and other activities of the organization.

4. Be accorded consistent tyeatment.

e. Be determined in accordance with generally accepted sccounting

£ Wot be included as a C0St OF used to meet cost sharing Or
matching requilemean of any other federzlly-financed program in either the
current or a prior period.

g. Be adesquately documented.

3. Reasonable costs. A cost is reasonable if, in 1its nature Or amount,
i+ does not exceed that which would be incurrad by a prudent person under the

ons T

”1Ycumstanc°s prevailing at the rime the decision was made to incur the costs.
The question of the reasonablenass of specific costs must be scrutinized with
particular care in connection with organizations Or separate divisions thereo:
which recsive the preponderance of their support from awards made by Federal
agencies. In det ermining the reasonableness of a2 given cost, consideration
shall be given to:

a. Whether the cost
Tion

and necessary for the operati
award.

S5
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{1} Is incurred specifically Zor the award
{2) Benefits both the award and other work and can be
distributed in reasonable proportion to the benefits received, or
(3} Is necessary to the overzll operation oi tThe organization,
a direct relationship to any particular cost objective cannot bs shown

er cost objective

to -r Federal awards 1o overcome

ciencies, or ‘o avozd restrictions imposed by law or by the terms
13 12 Y

llocable to z particular award or oth
d t he
-

0
Fh
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a The term applicable credits x se receipts, or
reduction of expenditures which operate to of ce expense items that
are allocable fTo awards as direct or indirect icel examples of such
transactions are: purcrase discounts, rebates 25, recoveries or
indemnities on losses, insurance refunds, and adj cf overpaymenis or
erroneous charges. To the extent that such c ing or received by the
organization relate to allowable cost, they s ited to the Federzl
Government either zs a cost reduction or cash appropriate
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c. Promotion, lobbying, and other forms of public relations.

d. Meetings and conferences except those held to conduct the
general administration of the organization.

e. Maintenan protection, and investment of specizal funds not
n ti

ce,
used in operation of the orga

e

[
&~
o

f. ARdministration cf group benefits on behall of I or
clients, including i1ife and hospital insurance, annuity or retirement plans,
financial aid, etc.

. Indirect Costs

[N

n O Ot

o

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

b. Identification of indirect costs. Cost groupings shall be
established so 25 to permit the allocation of esach grouping on the basis of
benefits provided to the mejor functions. FEach grouping shall constitute a pool
of expenses that are of like character in terms of functions the v benefit and in
terms of the allocation base which be

T S
t measures the relative benefits provided
] 1fied within the two broad categories:

”Fac» ,., " " iy " . . " . . N B
s 2 E ; : 5



O <] P 5] Y a

8] nmen ous waste disposal; property,
liabilit insu propexty; SpP3cE and capital leasing;
fzcility planning and ma ral 2ivi

The operation and
maintenance axpenses cat :
nonefit C0sis, depreciat

{4) General administration and general expenses. The expenses
under tnis heading are rhose that have besen incurred for the overall general
executive and administrative offices of the organization‘and other expenses of a
general nature which do not relate solely to any major function of the
organization. This category shall also include its allocable share of fringe
penefit costs, operation and maintenance eXpense, depreciation and use
allowances, and interest costs. Examples of rhis category include centra
offices, such as the director's office, the office of finance, business
services, budget and planning, personnel, safety and risk management, general
counsel, management information systems, and library costs.

oo

1n developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose 1n 1ike circumstances are treatad
consistently as cither direct oI indirect costs. For example, salaries of
technical staif, project supplies, project publication, telephone toll charges
computer COSTS, travel costs, and specialized services costs shall be treated
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pooled clerical staft should normally be treated
indirect costs. Direct charging of these costs may be appropriate whare a ma
project or activity explicitly requires and pudgets for administrative Or
clerical services and other individuals involved can Dbe identified with the
program Or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

AT

S

R Y]
[

Q

-

L,

5
cr

c. Bllocation bases. actual conditions shall be taken into accou
in selecting the base to be used in allocating the expenses in each grouping
penefitting functions. The essential consideration in selecting a method oI
pase is that it is the one best suited for assigning the pool of costs to cos
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
rslationship is determinable. When an allocation can be made by assignment of &
cost grouping directly to the function benefited, the allocation shall be made
ip that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made rnrough the use of a selected base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the pases described herein
unless it can be demonstrated that the use of a different base would result in a
more eguitable allocation of rhe costs, Or that a more readily available base
would not increase the costs charged to sponsored awards. The results of

12 ATTACHMENT .
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on of indirect cost rate Or rates. Lxcept where &

{5y is required in accordance with subparagraph D.%,
indirect COSLS allocated to sach major function shall
d as a common pool for that function. The costis in the
e distributed to individual awards included in that

& Ap

speclial indirect C
the separate groupl
be aggregated and T
a o

f. Distribution basis. Tndirect costs shall be distributed to
applicable sponsored awards and other benefitting activities Wwithin each majo
function on the basis of MTDC. MTDC consists of all salaries and wages, rrings
penefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant oI subcontract). Equipment, capital
expenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MIDC. participant support costs shall
generxally be excluded from MTDC. Other irems may only be excluded when the
Faederal cost cognizant agency determines that amn exclusion is necessary Lo avoid
52 serious ineguity in the distribution of indirect costs.

&

determined fox
case shall be s
indirect cost po
indirect cost

ndividual Rate Components. An indirect cost rate shall be
ch separate indirect cost pool developed. The rate in szach
ted as the percentage which the amount of the particular
1 is of the distribution base identified with that pool. Each
te megotiation or determination agreement shall include
development of the rate for each indirect cost pool as well as the overall
indirect cost rat The indirect cost pools shall be classified within two
broad categories: "Facilities" and "administration, " as described in
subparagraph C.3.

4. Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: (1) General
administration and general expenses, (ii) fundraising, and (iii) other direct
functions (including projects performed under vrederal awards). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone gsxpenses, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base most appropriste
to the particular cost pbeing prorated.

b. .This method is acceptable, provided each joint cost is prorated
using a base which accurately measures the benefits provided to each award or

14 Tt e - ——eama :
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5. Spe T rates
cost rate for f an orger
The organizat propriate
T“hose differe may subst
applicable to segment of wo
segment of work at performed u
work under a group of awards performed
may include the physical location
support re re of

et h
W
irect costs, provi

a. Cogni gency means the Federal agency responsible for
negotiating and approving indirect cost rates for a nom-profit organization on
behalf of all Federazl agencies

b. Predetermined rate means an indi
specified current or future period, usually the
rate 1s based ti e of the costs o be
predetermined n ject to adjustment.

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

specified
rate is

15 ATTACHMENT ...
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pro)ects, Job
2 Negotiation and appro
a. Unless different arrangements are agreed to by “he agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as

fringe beneiit and computer cha ge-out rates. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-ierm shift in the dollar volume of the

Federal awards to the organization. 11 concerned Federal agencies shall be
given the opportunity to participate ip the negotiation process but, after &
rate has been agreed upon, it will be accepted DY all Federal agencies. When &

rederal agency has reason to pelieve that special operating factors affecting
its awards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the +ime the rates are negotiated, notify
rhe cognizant agency. ,

o3

b. B non-profit organizazion which has not previously establi
an indirect cost rate with a Federal agency shall submit 1its initial indir
cost proposal immediately after the organization is advised that an award
pe made and, in no svent, later than three months after the effective date

S
e

S0 T

o}

)
-
SO e M

6]

the award.

c. Organizations that have previously established indirect cost
rates must submit a new indirect cost proposal to the cognizant agency within
six months after the close of each fiscal year.

]

e may be negotiated for use OD awards wher
od on past experience and reliable projection
the e

d. A predetermined ra
s t
rate is not likely to exceed a rate Dbas

there is reasonable assurance, ba
of the organization's costs, that
on the organization's actual costs.

e. Fized rates may be negotiated where predetermined rates are not
considered appropriate. n fixed rate, however, shall not be negotiated if {4}
21l or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-Federal work at the organization is too erratic to permit an eguitable
carry-forward adjustment; oI {(iii) the organization's operations fluctuate
significantly from year to year.

£. pProvisional and final rates shall Dbe negotiated where neither
predetermined nor fixed rates are appropriate.
16 ATTACHMENT
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5. Bonding costs

7. Communication

8 Compensation

9. Contingency provi

0. Defense and prosecution of criminal and civil proceedings, clalms, appedss
and patent infringement

11, Depreciation and use allowanc

1z, Donations and contributions

13 Employee morale, health, and welfare COSLS

14 Entertainment COSLS

15 Equipment and other capital gxpendizures

16 Fines and penaltles

17 rund raising and investment management COSTS

18. Gains and losses oOn depreciable assels

19. Goods or services for personai Use

20 Housing and personal living expenses

21 Tdle facilities and idle capacity

22. Tnsurance and indemnification

23. Interest

24. Labor relations costs

25. Lobbying

26. Losses on other sponsored agreements OX contracis

27. Maintenance and repalry ccsts

28. Materials and supplies costs

29. Meetings and conferences

30. Memberships, subscriptions, and professional activity costs

31. Organization cecsts

32. Page charges in professional journals

33. Participant support costs

34. Patent costs

35. plant and homeland security CoOSts

36. pre-agreement costs

37. Professional services costs

38. Publication and printing cCOStS

39. Rearrangement and alteration coOstis

40. Reconversion costs

41, Recruliting costs’

42. Relocation COSLS

43. Rental costs of buildings and ecguipment

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

45. Selling and marketing

46. Specialized service facilities

47. Taxes

48. Termination costs applicable to sponsored agreements
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1. Adverzlsing and pullic relations CO5Ls
4. The term edvertlsing Costs means the costs of adgvertising media ant
corollary administrative Costs ndverzising media inziude magazines,
newspapars, radio and television, direct mail, exhipits, electronic or compuiz
-ransmittals, and the like
Iy, The term public relations ipcludes community relations and means these
+ S - -

od to maintaining the image of the non-profit organization oY

moting understanding and favorable relations with the
¢ at large or any segment ~f the public.

b O ot

C.

{1) The re itme f personn cegu !
non-profit organization of obligatio 5 arising un 1 ard
»tuaﬂbmen B, paragraph 41, Recruiting costs, and paragraph 42, Relocation

costs);

2} The procurement cf goods and servises for tne performarnce i a
3) The disposal oI scrap or surplus materi als acquired n the

F= ':' < .

a Federal award except when non-pro: fit or
eimbursed for disposal costs at 2 p#DJOtermlﬂm” arount; oOr
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d. The only allowable public relations COSts are:
(1) Costs specifically required by the Federal award;

(2) Costs of communicating with the public and press pertaining o

specific act ivities or accomplishments which result from periormance of Federal
awards (these costs are considered necessary as part of the outreach effort for
the Federal award}); or

(3) Costs of conducting general liaison with news media and

government public elations officers, to the evtent that such activities ar
limited to communication and liaison necessary keep the public informed on

matters of public concern, uch as noLlcos of Federal contract/grant awards,

financial matters, etc.




Costs d a
where zed by
allocable to Federal awards.
Alcoholic beverages Costs of alcoholic beverages are unallowable
4 Audit costs and related services
a The costs of audits required by , and pe
Single Rudit Act, as implemented by Circula
Governments, and Non-Profit Organizations”
7505 (b) and section 230 (“Audit Costs”) of

i
o
o

eed on procedures eng
1 A~133 under section 200
i E-133, section 230 (b

T itor subrecipients who
zllowable, subject to the

[ ]
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>
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I
g
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nhonds as bid,
idelity bonds.

DT GAT
performance, paym

b.  Costs of £ the award are
allowablie.

anization in the
rent that such ponding
e =3

5 and premiums are

o, ~osts of bonding required by the non-prl i
general conduct ~f its operations are allowable to T

is in accordance with sound business practice and the ra
reasonable under the circumstances.

7 Communication costs. Costs incurred for telephone services, 1ocal and long
distance telephone calls, telegrams, postage, messenger, clectronic Or COMpUL=X

rransmittal services and the like are allowable.

=

g, Compensation IO personal services.

a. Definition. Compensation for personal servi
compensation paid currently or accruad by the organizati
smployees rendered during the period of the award (£xcep

-

s includes all

on for service

« as otherwise provided
<

w
O
1y

c
+

in subparagraph h). It includes, but is not limited to, salaries, w
director's and sxecutive committee member's fees, incentive awards, i
henefits, pension plan costs, allowances foxr off-site pay, incentive pay,
location allowances, hardship pay, and cost of 1iving differentials.

b. Allowability. Except as otherwise specifically provided in “his
paragraph, the costs of such compensation are allowable to the extent that

ot
oy
[0

(1) Total compensation €O individual employees is reasonable I

o
services rendered and conforms to the established policy of the organizatlion
consistently applied to both Federal and non-Federal activities; and

(2} Charges to awards whether treated as direct or indirect costs
are determined and supported as required in this paragraph.

c. Reasonableness.

(1) When the organization 1is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for employees
it

on federally-sponsored work will be considered reasonable tTo the extent that 1
is consistent with that paid for similar work in the organization's other

activities.
{z) When the organization 1is predominantly engaged in federally-

sponsored activities and in cases where the kind of employees required for thne
Federal activities are not found in the organization’s other activities,

G : ATTACHMENT L 3eeees




{Z) Any change in an
& substantial increase in the or
when it was concurrent with an

activities of the organization or
specific types of compensation due
e Unallowable costs. Costs whic allowa d the
of this Attachment shall not be zllowable under this paragraph sciely on the
basis that they constitute personal compensation

f. Overtime, extra-pay shift, and multi-shift premiums. Premioms
overtime, extraz-pay shifts, and multi-shift work are allowable only wi
prior approval of the awarding agency except

{1} When ecessary to cope with emergencies, such as those
from accidents, natu 1 disasters, breakdowns of equipment, or occasiona
operational bottlenecks of a sporadic nature

(3} In the performance of tests,
similar operations which are continuous in nat
i rupted or otherwise completed. ’
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{4) When lower overall

g. Fringe benefits.

(1) Fringe benefits in the form of regular compensation paid to
empioyees during periods of authorized absences: from the job, .such as vacation
leave, sick leave, military leave, and the like, are allowable, provided. such

costs are absorbed by all organization activities in proportion to the relative
amount of time or effort actually devoted to each.

{2) Fri ngo‘D nefits in the form of employer contributiocns or
expenses Ior sociel securit ) n

Yy, employee insurance, workmen's compensation
insurance, pension.plan Costs (see subparagraph h), and the like, are allowable,
provided such beneflts are granted in accordance with established written

zation policies. ] ! whether Treated as indirect costs or as

ganizat the
direct costs, shall be dlstrlbuted To particular awards and other activities in
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rganization fpllows a consistent policy o

e on behalf of, employees Or former empinyees [or
unemployment compensation or workers' compensation, such payments are allowable
in the year of payment with the prior approval of the awarding ageancy. provided
they are allocated to all activities of the organization.

. {4) Costs of insurance on the lives of trustees, officers, Or OINRI
smployees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additional compensation. The costs of such
insurance when the organization is named as beneficlary are unallowable.

h. Organization-furnished sutomobiles. That portion of the cost of
organization—furnisbed automobiles that relates to personal use by employees
(including transportation to and from work) is unallowable as fringe penefit
indirect costs regardless of whether the cost is reported as taxable income

the employees. These costs are allowable &s direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by

oY
e

awarding agencies.
i. Pension plan costs.

(1} Costs of the organization's pension plan which are incurred in
accordance with the established policies of the organization are allowable,

provided:
{a) Such policies meet the test of reasonableness;

(b) The methods of cost allocation are not discriminatoryi

{c) The cost assigned to each fiscal year 1is determined in
accordance with generally accepted accounting principles (GAAP), as pres
in Bccounting Principles Board Opinion No. 8 issued by the ARmerican In
Certified Public nccountants; and

-
o
[

Q.

(d} The costs assigned to a given fiscal year are funded for
all plan participants within six months after the end of that year. However,
increases to normal and past service pension costs caused by a delay in funding
the actuarial liability beyond 30 days after each guarter of the year to which
such costs are assignable are unallowable.

(2) Pension plan termination'insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISR) of 1974 (Pub. L. 93-406) are
allowable. Late payment charges on such premiums are wnallowable.
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e payments shal
ion provides for z reserve
if the charge to cur ;
y made for normal

amounts charged are

(b) Rbnormal or mass severance pay is of such a conjectural
nature that mesasurement of costs by means of an accrual will not achiesve sguity
to both parties. Thus, accruals for this purpose are not allowable. However, thes
Federzl Government rec izes its obligation to participate, To the extent of
its fair share, in any payment. Thus, allowability will be considered

a : | T
on a case-by-case basis in the evenlt or OCCurrence.

{c}) Costs incurred in certain severance pay packages {commonly
known as "a golden parachute” paymeht) which are in an amount in excess of the
normal severance pay paid by the organization to an employee upOn termination of
employment and are paid to the employee contingent upon a change in management
contrcol over, or ownership of, the organization's assets zre unallowable.

{d) Severance payments to foreign nationzls employed by the
organization outside the United States, to. the extent that the amount exceeds
the customary or prevailing practices for the organization in the United Stetes
zre unallowable, unless they are necessary for the performance of Federzl
programs and approved by awarding agencies.

{e} Severanc payme“ts'to foreign mationals emploved by the
crganization outside the Unwfed States due to the termination of the foreign
nationel as a result of the closing of, or curtailment of activities by, the
organization im th: untry, are unzllowable, unless they are necessary for the
performance of programs and approved by awarding agencles




m. Support 0% salaries anc wWages.
Lt Charges 1o awards foy salariszs and wages, whethey
indirect costs, w21l bhe based On documented
iple officialis) oi the organization The distrib
wards must be supported by personnel activity rep
12y, except when & substitute system has be
cognizant agency 'See subparagraph .2 0f A
'y Reports rellecting INe Aistribution of activity of each =2mploves
must be maintained for all stafif members {professionals and nonprofessionals:
whose compensation is charged, in whole or in part, directly to awards. [0
addition, in order to support the =z1location of indirect costs, such reports
must also be maintained for other employees whose work involves two Or mMore
Functions or activities if g distribution of their compensation betwesn such
sunccions or activities is neesded in the determination of the organization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect COsST
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these requirements must meet the following
sta

ndards:

{a) The reports must reflect an after-the-fact
of the actual activity of sach employee. Budget estimates (i.e
determined before the services are performed) do not gualify as sSupport

i
charges to awards.

(b} E
empioyees are compensat
obligations to the organiza

ach report must account for the total activity for which
ed and which is required in fulfillment of their
T

ion.

{c} The reports must be signed by the individual employees, oFr
by a responsible supervisory official having first hand knowladge of the
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the employee
during the periods covered by the reports.

(d) The repo

rts must be prepared at least monthly and must
coincide with ome or more pay pe

riods.

{3} Charges for the salaries and wages of nonprofessional employees,
in addition to the supporting documentation described in subparagraphs (1) and
(2), rmust also be supported by rocords indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSR) (29 CFR Part 516). For this
purpose, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee, " under FLSA.

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

9. Contingency provisions. Contributions to & contingency reserve Or any
similar provision made for events the occurrence of which cannot be foretold
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{3} Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government oOr toO corrupt its agents, (ii) acts
that constitute a cause for debarmeﬂL or suspension {(zs specified in agency
regulations), and (iii} acts which vioplate the False Claims Act, 31 U.5.C.,
sections 3729-3731, or the Anti-Kickback Act, 41 U.5.C., sections 51 and 54

ment, Or

b. (1) Except as otherwise described herein, COSTS incurred in
connection with any criminal, civil or administrative proceeding (including
filing of & false certification) commenced by the Federal Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a violation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the organization (i nthdlng its agents and
emplovees), and (2) results in any of the following dispositions:

{2) In a criminal proceeding, a conviction.

allegation of
liability.

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

ion by an appropriate Fed
organization, Lo rescind or void an awa
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mrmael have resulted I

s morse “han one procsading invo s Thg s5ame
=

olve
~oste of all such proceadings shall be unallowabi

misoondu

Lhem che dispnsitions shown im subparagraph b. |

o Tf & procesding reierrad IO in subparagraph b 13 commenced by tnhe
Fade tovernment and is resolved by consent oF compromisse pursuant oo an
agreement entered into by the organization and the Federal Govermment, than he
costs incurred by the srganization in connection with such proceedings that are
aljowed to the extent

othaerwise not allowable undex subparagraph b may he
speaifically orovided in such agreement .

d. 1f a proceeding referred to in subparagraph b is commenced by a 3t
local or foreign government, the authorized Federal official may allow th
incurred by the organization for such proceesdings, if such authorized offici
determines that the costs were incurred as a result of (1) a specific term Or

i

=

condition of a fesderally-sponsored award, or {(2) specific written direction oI
an authorized official of the SpONSOYing agency.

s. Costs incurred in connection with proceedings described in
subparagraph b, but which are not made unallowable by that subparagraph, may be
allowed by the Federal Government, but only to the extent that:

{1) The costs are reasonable in relation to the activities required
to deal with the proceeding and the underlying cause of action;

allowable and allocable costs,

(2} Payment of the costs incurred, as
is not pronibited by any other provision(s) of the sponsored award;

therwise recovered from the Federal

s a o
Government or a third party, ei r directly as a result of the proceeding O

otherwise; and,

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

the full amount of costs resulting from that agreement shall be allowable.

£ Costs incurred by the organization in connection with the defense of

suits brought by its employees or ex-employees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 160-700), including the cost of all relief necessary

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

are unallowable.

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

costs, incurred in comnection with defense against Federal Government claims oOr

bW
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a. Compensation for the use of buildir
egquipment on hand may be made through
except as provided in Attachment B, par
methods may not be used in connection
buildings, ice eguipment, computer

pb. The computation of use zllowances or depreciation shzll be based on the
acquisi*ﬂon cost of the assets involved. The acguisition cost of an asset
donated to the non-profit organization by a third party shall be its fair market
vzlue ai the time of donation.

¢. The computation of use allowances or depreciation will exclude:

(1) The cost of land;

(2) Bny portion of the cost of buildings and equipment borne by or
donated by the Federzl Government irrespective of where title was ur;glnally
vested or where it presently resides; and

(3) Bny portion of the cost of buildings and equipment
by or for the ofit organization in satisfaction of a statutory matchi
regquirement. )

d. Wher on method is followed, the period of useful service
fuseful life) in each case for usable capital assets must take into
consideratio as type of construction, nature of the eguipment
used, techno c pments in the particular program area, and the renewal
and replacem P es followed for the individual items or classes of assetls
involved. The method of depreciation used to assign the cost of an asset f{or
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its useful life.

In expected consumption of the
as early portions of its

us -line method shall be

pr

Depreci nless approved in advance
by the n method is introduced foz
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grugated Irom & Sy
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ie ] 11 and all componenis) may DS

s ingle useful life

f. Wh a particular class of azsets,

no deprecia tnat, under subparagraph &,
would be vi 4 reci ! reasonable use allowance may
be negotiated for such assets if warranted after taxing into consideration the
amount of depreciation previously charged to the Federal Government, the
asrimated useful life remaining at time of negotiation, the eiffect of any
incrzased maintenance charges or decreased efficiency due Lo age, and any other
fgctors t to tne vtilization of the asset for the purpose contemplatec

g. Where the use allowance method 15 fo1lowed, the use allowance for
buildings and improvement {including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acquisition cost.

The use allowance IO
six and two-thirds per
used for buildings, the
puilding's components |
etc.) cannot be segrega

equipment will be computed at an annual rate not exceeding
t of acquisition cost. When the use allowance method is

ntire building must be treated as a single asset; the

.g., plumbing system, heating and air conditioning,

d from the building's shell.

© =

[{* 2 1
)

The two percent limitation, however, need not be applied to aquipment which is

mersly attached or fastened to the building but not permanently fived to it and
which is used as furnishings or decorations or for specialized purposes (e.qg.
dentist chairs and dental rrsatment units, counters, laboratory benches bolte
to the floor, dishwashers, modular furniture, carpeting, etc.}). Such equipment
will be considered as not being permanently fixed to the building if it can be
removed without the need for costly or extensive alterations or repairs to th

puilding or the equipment. Equipment that meets these criteria will be subjec
to the 6 2/3 percent equipment use allowance limitation.

~

Q

h. Charges for use allowances or depreciation must be supported by
adequate property records and physical inventories must be taken at least once
every two yzars f(a statistical sampling basis is acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method 1is

" followed, adeguate depreciation records indicating the amount of depreciation

=4 rec

taken each period must also be maintained.

12. Donations and contributions.

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

b. Donated services received:

o
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fzir market value
agency shzll negotia

services

[=2%

(i) Domnated goods; i.e., expendable personal property/supplies, and
doneted use of space may be furnished fo a non-profit Organizatilon The value ©
the goods and space is nmot reimbursable either as @ direct or indirect cost.

t cost sharing or
Circular &-1




The
and/ox
s, and any

=
wiis

-~ Suen ~os5ts will be eguitably appor ioned to ail activit -
srganization. I c 2 of thess activit
COsL U nas been 1rrevoc e

14, Er-ertainment costs.  LUsSis i enre:t: nment, Sncliuding amusement,
1iyersion, and social 25LS dLVectlj associated with such
~nsts such as tickets o shows Or Sporos 1er: meals, lodging, rentels,
Cransporcation, and gratuities) are unallowable
15, Dbguipment and other capital expenditures.

a. For purposes of this subparagraph, the following definitions apply:

{1y "Capital Expendi sures” means expenditures for the acgul

cost of capital assets {equipment, buildings, land), oI expenditures to make
improvements tO capizal assets that ma terially increase thelr value or useiul
1ife. Acguisition cost means the cost of the asset including the cost tc put 1T
in place. Acquisition coSt for ﬂqulpmanu, for example, means the net invoice
price of the squipment, incl uding the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
f5r which it is acguired. Ancillary charges, such as tawes, duty, protective in

x + insurance, freight, and installation may be included in, or excluded

transi
from the dcqu151 1on Vost in accordance with the non-profit organization’
g

-t

(z) "Equipment” means an article of nonexpendable, tangible persona
property having a user cyl life of more than one year and an acqu1¢;tlon cost
which =guals or sxceeds the lesser of the capitalization level sstablished by
the non-profit organization for financial statement purposes, oOr $5000.

{3) "Special purpose egquipment” means equipment which is used on
arch, medical, scientific, oI other technical activities. Examples o
purpose equipment include micrecscopes, X-ray machines, surgical

nts, and spectromecers. ’

quipment, which is not

(4) “General purpose equipment” means u
chnical activities. Examples
f
n

e

limited to research, medical, scientific or other €

:nclude office equipment and furnishings, modular offices, telephone networks,

nformation technology equipment and systems, air conditioning eguipment,
production and printing equipment, and motor vehicles

}o-

i
re

b. The following rules of allowability shall apply to eguipment and other
capit;l expenditures:
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llOwabLE use zllowa
the amount to be writtien
nt agency.

16. Fines and penaltie
vioclations of, or failu
locel laws and regulati
compliance with specifi
t arding agency.

17. Fund raising and investment management costs.

endowment drives
incurred solely

b Costs of investment counsel and staff and similar exwpenses incurred
solely to enhance income from investments are unallowable. 3

c Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in

ragraph B.3 tta en
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anoount and 1S

L “ i
price of a similar a g or
detarmining the depreciartion coszt basis of the new 1Lem

(2} B loss rasulis from tne failure to maintain permissible
insurance, zxcept a3 oiherwise provided in Atrachment B, paragraph 22

(d) Compensation for the use of the property was provided
e in

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

Gains and losses arising from mass or extraordinary sales,

le)
v
retirements, or other dispositions shall be considered on a case-by-case basis.
5. Gains or losses of any nature arising from the sale or exchange ot
h a shall be excluded in

property other than the property coversd in subparagrap
computing award costs.

of goods or servic
unallowable regar

ome to the employees.

or services for personal use. Ces
e rganization's employees
orted as taxable in

o]

20. Housing and personal living expenses.

(e.qg., depreciation, maintenance, utilities,

ousing allowances and personal living expenses for/oxf
ro unallowable as fringe henefit or indirect costs
t is reported as taxable income to the employees.

rect costs to sponsored award when necessary for
d award and approved by awarding agencies.

a. Costs of h
furnishings, rent, e
the organization
regardless of wheth

These costs are allowable a
the performance Of the spon

w »w O
9]
5o
® =

1y

erm "officers" includes current and past officers and employees.

e

b. The

21. 1Idle facilities and idle capacity.

a. 2s used in this section the following terms have the meanings set forth
below:

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

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

cludes: insurance which the organization is reguired to
under the terms of the award and any other

insurance-
conduct of
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!
nization maintains in connection wi

the general
paragraph does not apply to insurance which

employees {see subparagraphs 8.g and 8.1(2)).

pursuant to

=
o

foulin oY)

4

surance maintained by the organization in
ct of its.operations are allowable subject to
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are alliowable to the exizant that Types coverage, raies,
and premiums would have noer: allowsed ha To covar the
However, provision for known or rea insured
which do not obecome pavable for tey the
provisi made, snall not excezd Lhe Dprese 1ity

{27 Costs of insurance OO
nrher employeas holding positions of

-5 the extent that the insurance representis

v

subparagraph 8.gl4}1. The cost of such lnsurance when the organization 15
identified as thas besneficiary is unallowable.

(f) Insurance against defects. Costs of insur
respect to any Costs incurred to correct defects in the organization's materials
o

or workmanship ar unallowable.

(g) Medical liability (malpractice) insurance. Medical
liability insurance is an allowable cost of Federal research programs only to
the extent that the Faderal research programs involve human subjects or trainin
of participants in research techaigues. Medical liability insurance costs s
be treated as a dirsct cost and shall be assigned to individual projects bas
on the manner in which the insurer allocates the risk 1o the population cover

o
i Q

d

ny the insurance.

(3) Actual losses which could have been covered by permissible
1E-3 e ogram

insurance (through the purchase of insurance or a self-insurance prog am) are
unallowable unless expressly provided for in the award, except

{a) Costs incurred because of losses not covered under nominal
insurance coverage provided in keeping with sound pusiness practice

(b} Minor losses not covered by insurance, such as spoilage,

breakage, and disappearance of supplies, which occur in the ordinary COUISE of
operations, are allowable.

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance oI
otherwise. The Federal Government is obligated to indemnify the organization
only to the extent eypressly provided in the award.

23. Interest.

a. Costs incurred for interest on porrowed capital, temporary use of
endowment funds, oOr the use of the non-profit organization’s own funds, however

represented, are unallowable. However, interest on debt incurred after
September 29, 1995 to acquire or replace capital assets (including
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) B summary of the building contract with estimated cost
tement of source and use of funds

(f) A schedule of planned occupancy dates

{2) To ies costing over $500,000, the non-profit
crganization prepares, prior to the acquisition or replacement of the facility,
2 lease/purchase analysis in accordance with the provisions of Sec. .30
through _ .37 of Circular A-110, whlch shows that a financed purchase or capital
lease is less costly to the organization than other leasing alternatives, on a
net present value bazsis. Discount rates used shoula be egual to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated (”arm‘s
length") third-p rry T ezse/purchase analysis shall include a comparison of

.
he projected total cost comparisons of both
od Lhe asset 's expactod tc be Lsed by Lhe NoN—PIro

include the esf HaLDd purchaqe Dl-c ant1c1patsd operatlng an maintenance
osts (including property taxes, 1if applicable) not included im the debt
inancing, less any estimated asset salvage value at the end of the period

defined above. The cost comparison for a capitel lease shall include the
estimated total lease payments, any'Psblmawed bargain purchase option, operating
and mzintenance costs T

. and tazes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined: above. Projected operating 1easc costs shall be based on the

~anticipated cost of leasing comparable facilities at fair market rates under

rental agreements that would be renewed oI reestablished over the period defined
above, and any expected maintenance costs and zllowable property taxes to be
borne. by.the non-profit organization directly or as part of the lease

arrangsment:
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(5; Reimbursements are limited to the
cost analysis reguil

o the tozal ired under subpar
opurating lease is determined to be less costly
financing, chen reimbursement is limited to the
hean used. In all cases whers 3 lease/purchase analysis 1s
reimbursement shall be based upoD the least sxpensive alie

{67 Nom-profit organizations are also subjec

conditions:

{a) Interest on debt incurre
acquired before or reacquired after September

(b) Interest attributable o fully depreciated assets is
unallowable.

{c) For debt arrangenmnents over $1 million, unless
profit organization makes an initial egquity contribution to the asset purchase
of 2% percent 0r MOre, non-profit organizations shall reduce claims for interest
expense by an amount agual to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shall
prepare & cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts. Outilows
consist of initial equity contributions, debt principal payments {less the pro
rata share attributable to the unallowable costs of land} and interest payments.
Where cumulative inflows sxceed cumulative outilows, interest shall be
calculated on the excess inflows for that period and be trreated as a reduction
+o allowable interest expense. The rate of interest to be used to compute
earnings ON eXCess cash flows shall be the three month Treasury Bill cleosing
rate as of the last business day of that month.

(d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the

xpiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may reguire
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e) The allowable costs to acguire facilities and equipment
are limited to a falr market value available to the non-profit organization from
an unrelated ("arm's length") third party.

- R o
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. Costs incurred in meintaining satisfaciory
relatid anization and its employees, including costs of labor
managemeni committeszs, employee publications, and other related activities are
allowable
25 Lobbying

a. Notwithstanding other provisions of this Circular, costs associated
following activities are unzallowable:

) Attempts to influence the outcomes o
£ i i similar p2
i

{2) Establishing, administering, contributing to, -Oor paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomes of

s

{(3) Eny attempt to im introduction cf. Federal or
State legislation; or (ii) the_enactmentror ication of any pending Federal
or State legislation through communication ny member or employee of the
Congress or State legislature (including efforts to influence State or local
officials to engage in similar lobbying acti or with any Government
official or employee in connection to sign or veto enrolled
legislation;

e
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sunparagrapn a:

‘1) Providing @ rechnical and factual presentatlion of information on
a topic directly related to the performance of a grant, contract oI other
agreement through hearing testimony, statements Or ietters to the Congress or &
State leglslature, O subdivision, member, OT cognizant staff member thereof, in
response Lo @ documented regquest {inciuding & Congressional Record notice
requesting testimony or statements for the record at a regularly schedulizd
hearing) made by the recipient member, legislative body or subdivision, Or &

cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for +ravel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant tc &
written reguest Ior such presentation made by <he Chairman or ‘Ranking Minority
Member of the Committee OF subcommittes conducting such hearing.

(2) Any lobbying made unallowable by'subparagraph 2({3) to influe
State legislation in order to directly reduce the cost, or to avoid material

impairment of the organlzation's authority to periorm the grant, contract, oOr
other agreement.

{3) hny activity specifically authorized by statute L0 pe undertalkan
with funds £from the grant, contract, or other agreement.

C. {1) When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be separately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.3 of Attachment A.

{7y Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the requirements and standards of this
paragraph have been complisd with.

(3) Organizations shall maintain adequate records to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the requirements of this Circular.

(4) Time logs, calendars, or similar records shall not be required
to bhe created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (s defined
in subparagraphs (a) and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and (2} within the preceding
five~yegar period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are not required to establish
records to support +he allowabliliy of claimed costs in addition to records

40 o 12 e 4 s e
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b. Purchased m

aterials and supplies shall be charged at their actual
prices, net of applicable credits Withdrawals from general stores or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

11y used for the performance of a
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rechnizal, and pro

n. Costs of

T 1 O
profaessional, and technical periodi

d. Costs of membership in any country club or social or dining

organization are unallowable.

31. Organization costs. Expenditures, such as incorporation s
fees, fees to promoters, organizers O management consultants, att
accountants, or investment counselors, whether or not employess of th
organization, in connection with establishment oOr reorganization o
organization, are unallowable except with prior approval of the awarding agency.

52. Page charges in professional journals Page charges Ior professional
journal publications are allowable as a necessary part of research <©DSTS, where

a. The research papers report work supported by the Federal Government;
and

b. The charges are levied impartially on all research papers published by
the journal, whether oI not by federally-sponsored authors.

participant support costs. Participant support costs are direct costs for

33

jtems such as stipends or subsistence allowances, rravel allowances, and
registration fezes paid to or on behalf of participants or trainees {but not
employees) 1in connection with meetings, conferences, symposia, Or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

2. The following costs relating to patent and copyright matters are
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the rederal award and of searching the art to the extent necessary
ro make such disclosures; {ii) cost of preparing documents and any other patent
costs in.connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements {but
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o omela and
a al e. S S de, | a o] i , ges

and u of personnel engaged in security activities; equipment; barriers;
contractual security services; consultants; etc Capital expenditures for
homeland and plant security purposes are subject to paragraph 15., Bguipment and
other capital expenditures, of this Circular
36. Pre-agreement costs. Pre-award ccsts are those incurred prior to the

fective date of the award directly pursuant to the negotiation and in
anticipation of the award where such cosis are necessary to comply with the
proposed delivery s dul period of S s ar 1
only to the extent t tl red
date of the award i
37 Professiomal

a. Costs of profes

o
members of a par
not oificers or employe

T o o a W 3
to subpzragraphs b and ascnablie a ser e g
and when not contingent upon recovery of the costs from the Federal Government

legal and related services are limited under Littachment E,

b. In determining the allowability of costs in & particular case, no
e factor or any special combination of factors is necessarily
determinative. However, the followin e

0

{1} The nature and scope of the service rendered im relation to the

{2) The necessity of contracting for the. service, considering the

it organization's capability in the particular area.
{3) The past pattern of such costs, particularly




Awp U

carn pe paricrmed moye SOOI

amployment

{7) The gualifications 5f -—he indiwvidual or concarn rendering ine

sorvice and fhe customary iees charged, especially On non-Federal awards.
copsractual agresment for Une service fe.g.,

description time required, rate of compensation, and

cermination

c. In addition to the factors in subparagraph b, ratainer fee
allowable must be supported by evidence of bona fide services available or
rendered

48 .  Publication and printing costs.

4. Publication costs include the costs of printing fincluding the
processes of composition, plate-making, press work, binding, and the end

products produced by such processes), distribution, promotion, mailing, and
fassional

general handling. Publication costs also include page charges in pro
publications.

non-profit organization.

c. Page charges for professional journal publications are allowable as &
necessary part of research costs where:

(1) The research papers report work supported by the Federal

Government: and

(2) The charges are levied impartially on all rese I
published by the journal, whether oI not by federazlly-sponsored authors.

39, Rearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval of the awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation o
the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.
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b In publications, costs of help wanted advs i at includes color,
inciudes advertising meterizl for other tThan recruit p ses, or is
excessive in size (taking into consideration recruitment purposes for which
intended and normal organizational practices in this respect), are unallowable

d. Where rel
employee have been
the newly hirsd em
months after being
such relocation costs

&2 Relocation costs

a. Relocation costs are costs incident to the permanent change of duty
assignment (for an indefinite period or for a stated period ¢f not less than 12
months) of an existing smployee or upon recruitment cf a new employee
Relocation costs are allowable, subject tc the limitation described in
subparagraphs b, ¢, and d, provided that:

{1) The move is for the benefit of the employer.

Reimbursement to the employee is in accordance with an

S,

tten policy consistently followed by the employer.

imbursement does not exceed the employee

limited to the
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e employee, members of his
effects to the new location.
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(5} Other necessary and reasonable expenses normally incident to
relocation, such as tne CO3LS of canceling an unerxpired lease, disconnecting and
reinstalling household appliances, and purchasing insurance against loss of or
damages to personal property. The cost of canceling an unexpired lease ig
timited to three times the monthly rental.

¢. Allowable rzlocation cOStS for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new =mployees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his contro
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of +he cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents ars
not permitted at the location for any reason and the costs do not include costs

-

of transporting household goods.

4. The following cCOSLS related to relocation are unallowable:
(1} Fees and other <osSts associated with acquiring a new home.

{z) A loss on the sale of a former home.

(3) Continuing mortgage principal and interest payments on a home
peing sold.

14) income taxes paid by an smployee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

4

a. Subject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangenents
should be reviewed periodically to determine if circumstances have changed and
other options are available.

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

- i |
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d. Rental costs under leases which are required to be treated as capital
ieases under GREP are allowable only up to the amount {(as explained in
subparagraph b) that would be allowed had.the non-profit organization purchase
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shal
be used to determine whether a lease is @ capital lease. Interest cosis relate
to capital leases are zllowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts paid for profit, managemen
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44. Royalties d other costs for use of pa:enus and copyrights

2. Royalties on a patent or copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights thereto, mnecessary for th
propexr performance of the award are zllowable unless:

‘ederal Government has a license or the right to

(2) The patent or copyright has been adijudicated to be invalid, or
P pyrag

hzs been administratively determined to be invalid.

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

{4) The patent or copyright is expired. .

L. Special care should be exercised in.determining reasonableness where
the royalties may have arrived at as arresult of less-than-arm's-length
bargaining, e.g.: ‘

(1) Royalties paid to persons, including corporations, affiliated

with the non-profit organization. :
) (2) Royalties paid to unaffiliated parties, including corporations
under an agreement entered into in contemplation that a Federal award would be

made.
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chment B, paragraph 1.

AT ] i~ relations cost. However, these
rosts are allowable as dirett < ior approval by awarding agencies,
whan they are necessary for the per: hoo of Tederal programs.
46 Specialized service facilities

4. The costs of services provided by highly compiex or specialized
Familities operated hy the non-profit organization, such as computars, wind
tunnels, and reactors are aliowable, provided the charges for the services meetl
rhe conditions of either 46 b. or c. and, 1in addition, take into account any
items of income OY Pederal financing that qualify as applicable credits under

A.5. of this Circular.

httachment A, subparagraph

b. The costs of such services, when material, must be charged directly tO
applicable awards based on actual usage of the services on the basis of a
sshedule of rates oOr established methodology +hat (i) does not discriminate
against federally-supported activities of the non-profit organization, including

age by the non-profit organization for internal purposes, and {ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct CostS and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied costs of the previous period{s).

et

3
5

c. Where the costs incurred for a service are not material, they may be
2llocated as indirect costs.

d. Under some extraordinary circumstances, where it is in the best
interest of the rederal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked cut with the cognizant
Federal agency. '

47, Tazxnes.

a. In general, taxes which the organization is reguired to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in 1ieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions aze
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, (ii) special assessments on land which represent capital
improvenents, and (iii) Federal income taxes.

b. aAny refund of taxes, and any payment to the or anization of inte
P

res
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.

48




Con g shall
be nhat such are ¥ on t ~profit
crg Any acceptance of common items asg allocable to the
ter Federsl award shall be limited to the extent that the
qua on hand, in transit, and on order are in excess oI the
reasonable requirements of other work.

b. If in a particular case, despite all reasonable efforts Dby the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable w1:n;n the
limitations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unzllowable.

Loss of useful value of special tooling, machinery, and is generally

y Such special tooling speci
reasonably capable c¢f use in the other work

(2} The interest of the Federal Government is protected by transier
e e by the awarding agency, and

—

(3} The loss of useful value for any one terminated Federal award 1is
limited to that portion of the acquisition cost which bears the same ratio to
the total acguisition cost as the terminated portion of the Federal award bears
o the entire terminated Federal award and other Federal awards for which the
ci izl machinery, or equipment was acguired.

¢

3

d. Rentzl costs under unexpired leases are generally allowable where
/ have been reasonably necessary for the performance of the
a2l award legs the residual value of such leases, 1f:

{1} the amount of such rental clai not exceed the reasonable
use velue of the property leased for the peri Federal award and such

-
further period as msy be reasonable, and

. {2} the non-profit organization makes 211 reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
21s0 may be included the ccst of elterations of such leazsed property, provided
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axpenses including “he [following

aratior and presentation o ne awarding agancy oI
‘ng data with respact to the rerminaced portion of
rermination is for defa {see Subpart __ .61 of

(p} The termination and settlement of subawards
12} Reasonable costs for the storage, transportation, protection,
and disposition of property provided by the Federal Government or acguired or
produced for the Federal award, except when grantees Or contractors are
reimbursed for disposals at a predetermined amount in accordance with Subparts

.32 through .37 of Circular A-110.

{3) Indirect costs related to salaries and wages incurred as
sectlement expenses in subparagraphs (1) and (2). Normally, such indirect costs
shail be limited to fringe benefits, occupancy cost, and immediate supervision.

£. Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.
An appropriate share of the non-profit organization's indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense SO allocated shall
exclude the same and similar costs claimed directly or indirectly as settlement

expenses.
49. Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, including
training materials, rextbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (1) salaries of the director of
training and staff when the training program 1is conducted by the organization;
or (ii) tuition and fees when the training is in.an institution not operated by
the organization, are allowable.

b. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued 1is relative to the field in
which the employee 1is now working or may reasonably be expected to work, and are

limited to:
(1) Training materials.

{2) Textbooks.
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c Costs of tuition, fees, tra werterials, and Text
subsistence, salary, or any other emo ) in connection
education, including that provided ganization's own
post-graduate {but not undergrad at level, are all
course or degree pursued is related eld in which th
working or may reasonably be expect , and only wher
the prior approv*7 of the awardlng uch costs are 1
attri to a total Deriod not one school year
50 *“21n9d In unusual cases the per e extended.

d. Costs of attendance of up to 16 weeks per employee per vyear at
specizlized programs specifically designed to enhance the seffsctiveness of
executives or managers or to prepare employees for such positions are allowable
Such costs include enrollment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and tr Costs zllowable under
this paragraph do mot include those for courses t are part of z degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

€. Maintenance expense, and normal depreciation or fair rentzl, on
facilities owned or leased by the organization for training purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50

f. Comntributions or donations to educational or training institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unzllowable

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be allowed with prior approval of the awarding
agency. Tc be considered for approval, the organization must demonstrate that

¢ consistently incurred pursuant to an established training and
gram, and that the course or degree pursued is relative to the
h the employee is now working or may reasonably be expected to

such costs are
education pro
field in wh
work.
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c=ation, lodging,

in t“ravel status On
-

s may be charged on

ar acrTuad

incurred,

an entire trip and not TO selectad days of € results in charges
consistent with those normally allowed in 1ike circumstances in the non-profit
organization’s ﬁon—federally~sponsored activities

. Lodging and subsistence. Costs incurred by employees and oificers for
+ravel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its

[

regular operations as tne result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter 1 of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expensas;
Mileage Allowances”), oI by the Administrator of General Services, or by the
president (or his or her designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 21.205-46!a)).

. Commercial air “ravel.

(1) Airfare costs in excess of the customary standard commercial
airfare {(coach or equivalent), Federal Government contract airiare {where
authorized and available), or the lowest commercial discount airiare are
unallowable except when such accommodations would: (a) reguire circuitous
routing; {(b) require travel during unreasonable hours; (C) ezcessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or {(e) offer accommodations not reasonably adequate for the traveler’s
medical neseds. The non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airiare
to be allowable in such cases.

(2) Unless a patteérn of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare 1is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; OF (b} that it is the non-profit organization’s overall practice
ro make routine use of such airfare. '

d. Rir travel by otler than commercial carrier. Costs of travel by non-
profit orqanization—cwned, -leased, or -chartered aircraft include the cost of
lease, charter, operation {including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs

that exceeds the cost of allowable commercial air +ravel, as provided for in
subparagraphl C.. is unallowable.

~
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NOW- PROTTT ORGANIZATIONS NOT 3UBJECT TO T

ndvance Te

AT

Aoyospace

american Institutes of Research (BIR}, Washington D.T.
prgonna Hetlonal Lanoralony, Thicago, Silinols

Atomic Casualty Commission, Washingtorn, D.C.

Ohio

~ N

cirute, Headguartered in Tolumbus,

)'—{

Bacvelle Memorial

( l

Brookhaven National Laboratory, Upton, New YO
rhnarles Stark Draper Laboratory, incorporated, Cambridge, Massachusetiis
CNA Corporation (CTNACH, Blewandria, Virginia

Environmental Instituze of Michigan, ann Arbor, Michigan

Georgia Institute of T=cC chnology/Georgia Tech applied Research Corporation/
rgia Tech Research Institute, atlanta, Georgiea
Hanford Environmental Health Foundation, pichiand, Washingion

Tnstitute, Chicago, 7T1lincis.

Tnstitute of Gas Technology, hicago, Illinols

LMI, McLean, Virginia

Mitre Corporation, Bedford, Massachusetts

"J

alls Church, Virginia

n

Mitretek Systems, Inc.,
National Radiological Astronomy Observatory, Gresn RBank, West Virginisa
National Renewable Energy Laboratory, Golden, Colorado
Cak Ridge 3ssociated Universities, QOak Ridge, Tennessee

Rand Corporation, Santa Monica, California

nstitute, Research Triangle Park, North Carolina

=t

Research Triangle
Riverside Research Institute, New York, New York

South Carolina Research authority (SCRA), Charleston, South Carolina

~
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"Zudits of State and Local Governmsnt ril 12, 1985, and superssdes
ircular Z2-122, Yhudits of of Highser Education and
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The revisions published in the Federal Register June 27, 2003, are
effective for fiscal years ending afcer December 31, 2003, and early
implementation is not permitted wizh the exception of the definition of
oversight agency for audit which is effective July 28, 2003.

nugustine T. Smythe
Acting Director
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must

3

copountcant oY a rederal,

(

h mests the general
government auditing standards
cernal auditors of nom-p¥o

&
srate or 10

(GRGAS) . Th
organizations.

audit finding means deficiencies which rhe auditor is reguired by
§ 510 (a) to r2port in rhe schedule of findings and guestioned coOsts.

CcFDE number means the number assigned to a rederal program in che
Cataloo of Federal Domestic neaistance (CFDR) .

cluster of programs means a grouping of closely related programs that
share common compliance reguirements. The types of clusters of programs are
research and development (R&D), student financial aid (SFA), and other
clusters. “Other clusters" are as defined by the Office of Management and
gudget (OMB) in the compliance supplement oY as designated by a State for
Federal awards the State provides O i-s subrecipients -~hat meet the
definicion of a cluster of programs. When designating an nother cluster," a
ctate shall identiiy the Federal awards included in the clustex and advise the
subrecipients of compliance reguirements applicable toO che cluster, consistent
with §__“.400(d)(1) and §_’_.400(d)(2), vegpectively. A cluster of programs
shall be considered as one program for determining major programs, as
described in §___.520. and, with the sxception of R&D as described in
§ .200(ch, whather a program-specific audit may be electad.

oanizant acency f£or audit means the Federal agency designated to carry
~esponsibilities degcribed in § .400 (a) .

~
{
out the re

rompliance gupplement refers to the Circular A-133 Compliance
supplement, included as Appendix B tO Circular A-133, OT such documents as
OMB or its designee may issue to replace it. This document is gvailable {rom
the Government printing Office, Superintendent of Documents, Washington, Dl
20402-9325. .

Ccorrective action means action taken by the auditee that:
(1) Corrects identified deficiencies;
(2} Produces recommended improvements; OT

s that audit findings are either invalid or do not

(3) Demonstrate
warrant auditee action
rederal acency has the same meaning as the term agency in gection 351(1)
of title 5, Unitced States Code.
Faderal award means Federal financial assistance and Federal
reimbursement contracts that non-Faderal sntities receive directly
2

.rding agencies OY indirectly from pags- through entities.
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(2) When no CFDE number is as
agency mads for the same purpose shou
program.:

Indisn tribe
group Or. community, includin
village: corporation (as define
Claims. Settlement Act) that is

the United States
because of  their status as Indi
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[

recorded and accounted for TO:

waderal

Demonstorace complizance wich laws, regulacions, and other

(23 Transactions are executed in compliance with:

(1} Laws, regulations, and the provisions of contracts oY grant
agreements that ~ould nave a direct and material effect on a Faderal program;
and

(113 Any other laws and regulations that are idencified in the
compliance supplement; and

(3) Funds, property. and other asseis are safeguarded against loss

fyrom unauthorized use O disposition.

Loan means a Federal loan or loan guarantee received or administersd by
a non-Federal entity.

Local government means any unit of local govermment within a State,
including a county, borough, municipality, city, town, township, parish
public authority, special district, school district, intrastate district,

t

council of governments, and any other instrumentality of iocal government.

Madior program means a Federal program determined by the auditor to be a
major progran in accordance with § .520 or a program igentified as a major
program by 2 rederal agency OT pass-through entity in accordance with
5 .215 (c) .

Management degision means -he evaluation by the Federal awarding agency

or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective action is necessary.

.

Non-Federal sntity means & ctate, local government, O non-profit
organization. -

Non-profit organization means:

(1) any corporation, rrust, assoclation, cooperative, O other
organization that: ;

(1) Is operated primarily for scientific, educational, service,

charitable, or similar purposes 1n the public interest;
(ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds toO maintain, improve, OT expand its
operations; and

(2) The term non-profit orcganization includes non-profit institutions
of higher education and hospitals.
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Program-specific audit means an audit of one Federzl program azs provided
for in § . 200{(c) and §  .2235.
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M

o the types of complian
€ gxamples include:
s/cost principles; cash
ort, earmarking; and,

Types of compliance requirements
requirements listed in the compliance S
sctivities allowed O unallowed; allowa
management; aligibility; matching, leve
reporting. -
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@
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y, merchant, OF other seller providing
b the conduct of a Federal program.
n organization's own use or for the use of

a
am. Bdditional guidance on distinguishing
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aods or services that are re re
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Subpart B——pudits
§ .200 audit requirements.

{a) audit reguired. Non-Federal entities that expend $300,000
$500,000 for fiscal years ending after pecember 31, 2003) or more in a year
in Federal awards shall have a single oI program‘specific audit conducted ior

that year 1in accordance with the provisions of this part. Guidance 0B
determining Federal awards expended is provided in § .205.

(b) gipgle audit. Non-Federal entities that expend $300, 000 (5500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with § .500 encept
when they elect to have a program—specific audit conducted in accordance with
paragraph (¢) of this section.

{c) program-specific audit election. When an auditee expends rederal

awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agreements do not reguire a financial
statement audit of the auditee, the auditee may elect to have a program-”
specific audit conducted in accordance with §_ .235. A program—specific
sudit may not be elacted for R&D unless all of the Federal awards expended
ceived from the same Federal agency, or the same rederal agency and the

were

rec
same pass~through entity, and that 7ederal agency, OF pass-through entity in
the case of a subrecipient, approves in advance 2 program—specific audit.

(d) Exempition when Federal awards expended are legs than $300,000
(5500, 000 for fiscal vears ending after December 31, 2003) . Non~-Federal

8
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o
. a2l mm g iyued
r, Snhz.oa DF 7alues

i value provided by

4558 =
o vedicare. Mo Loding
Tare o s Tu
swards expendsd under

{0 Medicaid. Medicaid payments To 3 subrecipient for providing
patient care servicas to Medicaid eligible indivi uals are not considered
federal awards expended under this part uniess a State reguires the funds =0
nhe trested as Federal awards expended because reimbursement 1is on a CoOSL-
reimbursement basis.

{3) certain loans provided by the National Credit Union
ndministration. For purposes of this part, loans made from the National
credit Union Share Insurance Fund and the Central Liquidity Facility thet are
funded by contributions from insured institutions are not considersd Federal

awards expended.

¥
§ .210 Subrecipient and vendor determinations.

(a) Geperal. &n auditee may be a recipient, a subrecipient, and a
vendor. TFederal awards expended as a recipient or a subrecipient would be
subject to audit under this part. . The payments received for goods or services
provided as a vendor would not be considered Faderal awards. The guidance in
paragraphs (b) and (c) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and

services.

(h) Federal awaxrd. Characteristics indicative of a rederel award
received by a subrecipient are when the organization:

(1) Netermines who is eligible to raceive what

) Fas its performance measured against whether the objectives
rogram are met;

@]

Fh

ct

jo g

0]

ey

®

Q.

o

[
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=N
ke

(3) Has responsibility for programmatic decision making:
sponsibility for adherence to applicable Federal
ire ts; and

(5) ses the Federal funds to carry out a p
organization as compared toO providing goods or services I
pass-through entity.

(c) pavment for coods and services. Characteristics indicative of &
psyment for goods and services recsived by a vendor are when the organization:

(1) provides the goods and services within normal business

10 ATTACHMENT &
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(f) Compliance respo
e's compliance respons 2t the
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ance requirsments normally do not pass through to vendors. “However, the
e is responsible for ensuri ompli £ d which
ructured suchithats the s
=ndor's records must be
these vendor tramsactio
shall include determini iance
laws, regulationsg, and i resments;:
§ . .215 Relation to othesr audit reguirsments.
(&) Audit
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s fiscal vear S0 De &uCo
audizor, snourd promoily I
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:isk—based audit approach
mentai COST ne Fe
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program Dased tnis Federal zguest, &

to pay the full incremental cost the aud:it

sudited as & major program. Eop ugh entit

ch.s varagraph for & subrecipien
5 . 220 Fregquency of audits.

mxcept for the provisions fny biennizl audits provided in paragraphs (a)
and (b) of this section, audits reguired by this part shall be performed
annually. BAny niennial audit shall cover both years within the biennial
period.

hat is reguired by constitution or

{a) 2 State or local government
iess frequently -

ta T
statute, in effect on January 1, 1987, to undergo its audits
than annually, 18 permitted to undergo its audits pursuant to thig part
niennially. This reguirement must still be in effect for the piennial period

under audii.

) any non-profit organization that had biennial audits for all
biennial periods ending petween July 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially.

§ .225  Sanctions.

No audit costs may be charged to Federal awards when audits regquired by
this part have not peen made or have been mades but not in accordance with this
part. 1In cases of continued ipability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such as:

(a) Withholding 3 percentage of Federal awards antil the audit is
completed satisfactorily;

(b) Withholding or disallowing overhead costs;

(c) Suspending rederal awards until the audit is conducted; Or

(d) Terminating the Federal award.

§ .230 zudit costs.

(&) allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated

indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FAR) (48
CFR parts 30 and 31), or other applicable cost principles or regulations.
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5 of the tests;

(iii) A report on compliance which includes an opinicon (CI
disclaimer of opinion) &s to whether the audites complied with laws,
regulations, and the provisions of contracts or grant agreements which covid
nave a direct and material effect on tne Faderal program; and

(iv) A schedule of findings and questioned costs for the
sderal program that includes a summary of the auditor's results relative O
rhe Faderal programn in a format consistent with § 505 (d) (1) and findings

and questioned costs consistent with the rsguirements of § .505(d) {3} .

—

(c) Report submission foI orogram-specific audits.
}  The audit shall pe completed and the reporting required by paragraph
y (2) oxr {s){3) of this section submitzed within the ecarlier of 30 days after
ceipt of the auditor’s report{s), or nine months after the end of the audit
period, unless a longer period is agreed fo in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or pbefore Jjune
30, 1998, the audit shall be completed and the rsquired reporting shall be
supmitted within the carlier of 30 days after receipt of the auditox’s
report (s}, O 13 months after the end of the audit period, unless a diffe
period 1is specified in a program—specific audit guide.) Unless restricted DY
1aw or regulation, the auditee shall make report copies available for public
inspection.

rent

{2) When a program—specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §___.320(b), as applicable to &
proqram~specific audit, and the‘repcrting required by the program~specific
audit guide to be retained as an archival copy. BAlso, the auditee shall
submit to the Federal awarding agency of pass-through entity the reporting

reguired by the program~specific audit guide.

(3} When a program—specific audit guide is not available, the
reporting package for a program~specific audit shall consist of the financial
statement (s) of the Federal program, & summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of

this section, and the auditor's report(s) described in paragraph (b) (4) of
this section. The data collection form prepared in accordance with

14
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ary T aras 2 YvoInE emzniT O
refer: o as e Tommon Rusg ned Marchn il
april 1 205 {inmssri aporopriate TFR I Circuiar
dministrative Raguirsments favy Grants and nts with
i gnex Education, Yospizals O=hexr Nom
the FRR (48 CFR part 4% spplicabie ! i rculars &re
office of Administration 1ications Offic room 2200,
T 0 ce Building, Washington, 503) Whenever ssible,
es shall make positive sfforts o utili small businzsses, Minority-
owned firms, and women's buginess enterprises, in procuring zudic servicss as
stated in the A-102 Common Rule, oMB Circular a-110, or the FAR {48 CVFR part
42), as applicable. in reguesting proposals for audit services, the
actors to Dbe

objectives and scope of the audit should be made clear. F
considered in evaluating each proposal for audit services inciude the
regponsiveness to the reguest for proposal, relevant experience, availabilicy
of staff with professional qualifications and -echnical abilities. che resu

»f external guality control reviews, and price.

{b} Regtriction ON auditor preparind indirect cost proposals . An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit required by this part when the
indirect costs rscovered by the auditee during the prior year excesded 51

This restriction applies to the base year used in the preparation of
cost proposal oY cost allocation plan and any subsequent yesaxrs in
ulting indirect cost agreement OF cost allocation plan is used o
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5. To minimize any disruption in syisting contracts foIr audit
his paragraph applies to audics of fiscal years peginning aiter
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of Federal auditors. rederal auditors may perform all or part

{c) U
chey comply fully with the

se
of “he work regu
regquirements of

ired under this part if
this parc.

§ .310 Financial statements.

(a) Financial statements. The auditee shall prepare financial
statements that reflect its tinancial position, results of operations OT
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements chall be for the same organizational unit
and fiscal year that is chosen to mest the requirements of this part.
However, organization—wide financial gtatements may also include departments,
agencies, and other organizational unite that have separate audits ip
accordance with §ﬂ_~.500(a) and prepare separate financial statewents.

(b) Schedule of expenditures of Federal awards. The auditee shall
also prepares a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not required, the
auditee may choose LO provide information requested DY Pederal awarding

agencies and pass—through entities to make the schedule easier tO use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for sach award year separately. At 2
minimum, the schedule shall:

(1) List individual Federal programs by rederal agency. FOT
Federal programs included in a cluster of programs, list individual'?ederal
programs within a cluster of programs. FOT R&D, total Federal awards expended

shall be shown either by individual award oY by Federal agency and major
subdivigion within the Federal agency. For example, the National Institutes
of Health 1is a major subdivision in the Departcment of Health and Human

Services.

PRSI,

ATTACHMENT I
pAGE . ILa. . OF 2% pAGES




. clude, in eithex o3
che va ral i ed-in
the am ce i ffect ring th
guaran g at ar end. ~While
presen ion in the scheduls
§ 215 Zudit findings fo0ll ow

{a) General The audlte"is low-up g co*vmﬁt‘va
jor=3

actiom:-on.all aundit findings. A& sibility, the audite
shall prepare a summaly schedule -,“d&ng= The
also P Dareha corre € 'on Dlan'roifcurrenf yca* auﬂ*

| audi te:,sha-_
ek ‘Tha‘

include th@,re erence numbe*s Lhe audlto
§  .5X0(c) ‘Since the. summafv schdeWE
maltiple vears, .it shall inc e £1
initdially occurred.

ﬂa8519ns to audit
ay-include audﬁ“

I Yeke s SUIImMATY scheduWP“o?ubﬁ
andit findings shall® port
prior audit's schedules of findings aDd duost onod costs®
zl awards. The summary sched;.lQ shall also 1n_lucle aud+t,
ted audit's summ r} schedule of prior audit

£ as corrected ‘ FCO*@&ﬁCE with paragza
G or not werrant dng further action

wn

V¢1

thn audit f ,
the summay y s
ion as wel_,asxany;

he
‘ot warranLLng furthe

in which




‘o norrective action olan. At the completion ol tne audit, the
audizee shall prepare = corrective action piap O address each audit Zinding
included in the current ysar auditoy's reporis. The cor ective action plav
shall provide the name (s} of the contact personis) responsible for Coryaect.va
action, the corrective action pianned, and rhe anticipated completion date

Tf€ the auditee does not agree with the audit, findings OF nelieves CorrafIiive
Letion is not reguired, cthen Lae soryec-ive action plan shall include an
explanation and spec: reasons

§ .320 Report submission.

(a) General. The audit shall be completed and the data collection
form described in paragraph (b) of this section and reporting package
described in paragraph (c) of this section shall be submicted within the
carlier of 30 days after receipt of the auditor’'s report (s}, or nine months
after the and of the audit period, unless a longer period is agreed to in
advance by the cognizant oY oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall be submitted within the
ecarlier of 30 days after receipt of the auditor’'s report (s), or 13 months
after the end of the audit period.) Unless restricted by law or regulation,
rhe auditee shall make copies available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. & senior level representative of the

auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign 2 statement to be included as part of
the form certifying that: "the auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the information included in the form, in its
apntiraty, are accurate and complete.
(2) The data collection form shall include the following data

elements
(1) The type of report the auditor issued on the financial statements of

the auditee (i.e., unqualified opinion, qualified opinion, adverse

opinion, oOT disclaimer of opinion) .

Wnere applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

(i1)

a statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

-
[N
-

(iv) Where applicable, a statement that reportablé conditions in internal
control over major programs were disclosed by the audit and whetber
any such conditions were material weaknesses.

(v) The type of report he auditor issued on compliance for major

18
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(iii)

(div)

The Catzloo of Federa] Domestic Zessistance (CFDA) number for €ach
Federal program, -&s applicable
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For each Federzl program, a ye&s Or RO St to whether ©
are aundit find: ‘ f ‘the following types of complizgnce
reguirements & amount of any guestioned costs:

L) activities allowed or unallowed.

B) “2llowable costs/cost principles.

C) Cash managemént: : !
D) Davis-Bacon Act.

(E) Eligibility..

(F) ‘thvnmentrand real property. management

(G) Matchingy-level of effort, earmarking.

(3} Period-of availability.of PFederal funds.

(I} ,DTocuTeman and SLSD=151on and debarment.

(3} vProgram income. ~

{(¥)

{L)

(M) .

(19)
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} sudizor's report’s) digcussed in § .505; and

ta) forrective action plan discussed in § .315 () .

(d) Submission to clearinghouse. All auditess shall submit £0 “he
rederal clearinghouse designated by OMB che data collection form described Ln
paragraph (b) of this section and one COPY of the reporting package described
in paragraph (c) of this seciion for:

(1) The Federal clearinghouse-to retain as an archival copy;
and
(2) Bach Federal awarding agency when the schedule of findings

and guesticned coSts disclosed audit findings relating to Federal awards that
rhe Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Fedexal
awards chat the Federal awarding agency provided‘directly. N

{e) additional submission bv subrecipients. (1) In addition to T
requirements discussed in paragraph,(d) of this section, auditees that ars
also subrecipients shall submit to each pass-through entity one copy Of th
reporting package described in paragraph (c) of this section for esach pas
through entity when che schedule of findings and questioned costs disclos
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Tnstead of submitting the reporting package to & pass
through entity, when a subrecipient is not reguired to submit a reporting
package toO a pass-through entity pursuant to paragraph () (1) of this s
fhe subrecipient shall provide written notification to the pass-through eni
chat: an audit of the subrecipient was conducted in accordance with this
(including the period covered by the audit and the name, amount, and CFD2A
number of the Federal award () provided by the pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings 4did not report on the status of any
audit f£indings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (¢} of this section to a pags-through entity to comply with this
notification reguirsment.

(£) Reguests for report copies. In response to reguests by a red
agency OY pass—through entity, auditees shall submit the appropriate copi
the reporting package described in paragraph (c) of this section and, if

requested, a coOpY of any management letrers issued Dy the auditor.

(g) Report retention requirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package‘described in paragraph (c) of this section on
file for three years from the date of submission to the rederal clearinghouse
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Subpart D--Federzl Agencies znd Pass-Through Entities )
§  .4AGD Responsibilities. i

{a) Cognizant ‘agencv-for . audit responsibilities. Recipients expending

more $25 millio 850 million for fiscal years ending after December 31,
2003) & year in Federal awards shall have a cognizant agency £or audit. The -
designated cognizant agency: for zudit shall be the Federazl awarding agency
that provides 1 ne DVGQOm“naBt amouqt o’ direct funding to 2 reciplient unless
OME makes a s r audit assignment ‘ -
Following ending om or before De
To provide determination of
amount of direct. Federal -
the recipi 2000, 2005, and
thereafter example, audit cognizance for periods. endin
2000 will ] Vm‘nad based on Federal awards expendsd inm.
for States governments that expend more than $25
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regquirements of this paragraph are not effective until fisc
ziter June 3

0, 2000.)
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ived Dy § .220{a) . The
3000 Cause.

ot
0
jal

iity coniroi reviews of seglec

provide =he regults, when

(5) pdvise the auditor and, where appropriate, the audi C
any deficisncies found in the audits when rhe deficisncies rsquire COXT i
action by the auditor. When advised of deficiencies, the auvditee shall work
with che auditor to take corrective action. IEf corrective action is not
caken, the cognizant agency for audit shall notify the auditor, the audites,
and applicable Federal awarding agencies and pass-through entities of the
facts and make +acommendations for follow-up action. Major inadeguacies OT
repstitive substandard performance DY avditors shall be referred to
appropriate State 1icensing agencies and professional bodies for disciplinary
action.

(&) Coordinate, LO the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additionmal audits oOT reviews build upon
audits performed in accordance with this part.

(7) coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reperting regponsibilities
among auditors to achisve the most cost-effective audit.
(9) For biennial audits permitted under § .220, consider
auditee regquests ToO qualify as a low-risk auditee under § .530(a) .
(b) oversight agency for audit responsgibilities. 2n auditee which

does not have a designated cognizant agency for audit will be under the
general,oversight of the Federal agency determined in accordance with

§ .105. The oversight agency for audit:

(1) Shall provide rechnical advice to auditees and auditors as
raguestead.

(2) May assume all or some of the responsibilities normally

performed by a cognizant agency for audit.

(c) Federal awarding agency regponsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing each recipisnt
of the CFDA title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal
award.

(2) ndvise recipients of requirements imposed on them by
ederal lavs, regulations, and the provisions of contracts or grant
greements.

+xy

L

(3} Bnsure that audits are completed and rsports are received
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of whe

le) Reference numbers. Management decigions shall include the
rence numbers che auditor assigned to =ach sudit finding in accordance
.510 (¢}

t B--buditors
.500 Scope of audit.

(a) General. The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administerad Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Pederal awards for each such department, agency, and other
organizational unit, which shall be considered to be 2 non-rederal entity.

&

The finapcial statements and schedule oI expenditures of Federal awards shall
e for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
audizor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) tnternal control . (1} In addition to the reguirements of GRGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low

assessed level of control risk for mejor Programs.

(2) Bxcept as provided in paragraph (c) (3) of this section,
he auditor shall:
(1) plan the testing of internal control over major

programns to support a low assessed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

{ii) perform testing of internal control as planned in
aragraph (e) (2) (1) of this section.

o]

(3) When internal control over some or all of the compliance
guirements for a major program are 1ikely to be ineffective in preventing OT
ecting poncompliance, the planning and performing of testing described in
agraph (c) (2) of this section are not required for those compliance
regquirements. However, the auditor shall report & reportable condition
(including whether any such condition is & material weakness) in accordance
with § 510, assess the vrelated control risk at the maximum, and consider

whetheT additional compliance tests are required because of ineffective
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(1

ions isioc
direc:t and material eI
=fey TO tne szparate sch i
paragraph (d) of chis z=sgtion
(aj 2 schedule of findings and guestioned CTOSIS which shall incliude
-he following three COMpONEntSs:

i A summary oI the audicor s rasults whiczh shall incliude:

(i) The type ©0f report che auditor issued on the
financial statements of the auditee (i.2., unqualified opinion, qualified
opinion, agdverse opinion, or disclaimer of opinion);

(ii) Where applicable, & statement that reportable

conditions in internal control werse disclosed by the andit of the financial
scatements and whether any such conditions were material weaknesses;

' (iii) A statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auvditse;

(iv) Where applicable, a atatement that reportable
conditions in internal control over major programns were disclosed by cthe audit
and whether amy such conditions were material weaknesses;

{v) The type of report the auditor issued on compliance
for major programs (i.e., ungualified opinion, qualified opinion, adverse
opinion, OY disclaimer of opinion):

(vi) A statement as to whether the audit disclosed any
audit findings which the auditor iis required to report under § L5210 (a);

(vii)} An identification of major programs;

(viii) The dollar threshold used to distinguish between

Type A and Type B programs, as described in § .520(b); and
(ix) 3 statement a8 to whether the auditee gualified as
a low-risk auditee under § .530.
(2) Findings relaring t©o che financial statements which are
required to be reported in accordance with GAGAS.
(3) Findings anquuestioned costs for Federal awards which
shall include audit findings as defined in § .510(a) .
(1) Auditffindings (e.g., internal control findings.

compliance findings,‘questioned costs, or fraud) which relate to the same
isgue should be presented as a gingle audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(ii) audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (@) (2) and (4} (3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one cection of the schedule may be in
summary form with a reference to a detailed reporting in the other section of
the schedule.
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i on, such as the Fpp cizlie and number o Federzl award numbey, L% 00T
~he auditoxr shall provide the pest information available to

. T sha
~he Federal award.

) mhe condition found, including facts that suppoxt the
ntified in the audit £inding. ’

{4) Tfdencification of questioned costs and how they wers

{5) Information to provide proper perspective for judging the
prevalence and conseguences O% “he audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall be related to the universs and the
number of cases examined and be quantified in terms of dollar value.

{6) The possible asserted effect LO provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action. ,

{7} Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible officials of the audites when there
is disagreement with +he audit findings, to the extent practical.

- {e) Reference numbers. Bach audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy
refsrencing of the audit findings during follow-up.

§  .515 audit working papers.

(a) Retention of working papers. The auditor shall retain working
papers and reports for a minimurm of three years after the date of issuance of
che auditor's report (s) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention periocd. When the auditor is aware
that the Pederal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and

reports.

(b} Lccess to working DApers . audit working papers shall be made
svailable upon reguest O the cognizant or oversight agency for audit or its
designees, & rederal agency providing direct or indirect funding, or GRO at the
completion of the audit, as part of 2 quality review, toO regolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies .o obtain copies of working papers, as ig reasonable and necessary.
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audlzoy

Bl 2 ov: . Hdowevar,
51 o iparagraph (e){ iy (B) oI
on s ro identily mors high-risk Type 2
orograms than the number of 1 programs. Except for known
reporzable ronditions n Inte compliance problams a8 discussed
in § 525 (b) (1), §_ .525(b) (2}, and §__ .525(c) (1), & gingle criteria ID
§  .525 would seldom cause a Type B pyogram o he considered high-risk

t2) The auditor is not expected to perform risk asse sments on
relacively small Federal programs. Thevafore, the auditor is only reguired to
ver +isk assessments on Type B programs that axceed the larger of:

(1) $100, 000 ox hree-zenchs of one parcent (.002) of

toral Federal awards expended when the auditee has less than o¥ equal to 5100
in total Federal awards expended.

. (ii} $300,000 or -hree-hundradths of one parcent {.0003}
of total Federal awards expended when the audicee has more than $200 million
in total Pederal awards expended.

At a minimum, the auditor shall audit all of the

(e) Step 4.
following 2s major programs:
(1) 21l Type b programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph () (1Y of this
section) .

f2) (i) High-risk Type B programs as identified under
eicher of the following two options:

(n) Option 1. At least one nalf of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section],
except this paragraph (e} (2) (1) (n) does not require the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B} Option 2. One high-risk Type B program for
sach Type A program identifisd as low-risk under Step 2.

(i1} When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (1) (&) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
diffsrent high-risk Type B programs to be audited as major over a period of
time. :

(3) cuch additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
gection. This paragraph (e) (3) may reguire the auditor to audit more programs

as major than the number of Type A programs.

(f)  Percentage oOf coverade rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. II the
auditee meets the criteria in §__ .530 for a 1ow-risk auditee, the auditor
need only audit as major programs rederal programs with Federal awards
sxpended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

{g) Documentation of risk. The auditor shall document in the working
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(d) tnherent risk of the raderal program. (1) The nature of a
Federal program may indicate risk. ronsideration should be given to the
complexity of the program and the extent to which the Federal program
contracts for goods and seyvices. FOT example, Federal programs that disburse
funds cthrough third party contracts or have eligibility criteria may be of
nigher risk.. Federal programs primarily ipvolving staff payroll cOsts may

nave a high-risk for time and effort reporting,  but otherwise bes at low-

(2) The phase of & Federal program in its life cyclie at the
Federal agency may indicate risk. Foxr example, a new Federal program with new
or interim regulations way have higher risk than an established program with
time-tested resgulacions. 3lso, significant changes in Federal programs, laws,

regulations, O the provisions of contracts or grant agreements may incresase

(3) The phase of a Federal program in its 1ife cycle at the
auditee may indicate risk. Tor example, during the Ffirst and last years that
an auditee participates in a Federal program, the risk may be higher due tO
start-up or closesout of program activities and staff.

(4) Type B programs with larger Fedexral awards expended would
pe of highey risk than programs with substantially smaller Federal awards
evpended. :

8 .530 Criteria for a low-rigk auditee.

an zuditee which weets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall :qualify as a low-risk aunditee and be eligible for reduced audit
coverage in accordance with §__ .520:

(a) Single audits were performed on an annual bagis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a iow-risk auditee, unless agresd to in advance by the
cognizant Or oversight agency for audit.

(b} The auditor's opinions on the financial statements and the
schedule of expenditures of rFederal awards were unqualified. However, the
cognizant oY oversight agency for audit may judge that an opinion
gqualification does not affect the management of rederal awards and provide a

waiver.
(c} There ware no deficiencies in internal control which were
identified as material weaknesses under the reguirements of GAGAS. However,

the cognizant oY oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide

a waiver.
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCEIATE AGREEMENT SrAgreeme!nt is made and entered as o%October 1,

2009 by and between ?< Al I wel s(: ) Lo ton N e \u i }

[corporation, par‘mershlp, dbal, Whose busmess addressis: 1069 (oo 1 o | Mo Poacs 4

CA Q{‘%{gw ( qﬁ‘mm;mm JO LL{L((\ y,@ﬂ (hereinafter referred to as Busmes’s Ass@crate )

and the CITY OF LONG BEACH, a mumé/pal corporation (hereinafter referred to as “City” or

“‘Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information  other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’'s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f.  Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’'s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not -
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person {o whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502()(1).

OBLIGATIONS OF COVERED ENTITY.

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify

Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate's use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed fo in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity’'s knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the.
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

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.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals. .

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 ﬂrs’c
oCCurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not

operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated hereln

i&ﬂ‘a i\ g Pﬁdk ;" f?%uuuzt( 0
(Name of Business Associate)

0 e
\J(p—'\/ L/E\L/ L\if/z\'u LLZ_(/&‘\KQ \«\
(corporation, partne’rshlp, individual)

A9 2009 By: (A f}(iﬁ? “ZL/L

(person legally a}fowed to bind organization)

Tite: _Exo e vo DA roetes

Pec 29 2009 By: AUl Sfore—"

Jo-

(person’legally allowed to bind organization)

Title:  Secsr </ gy

7

CITY OF LONG BEACH, a municipal corporation

. ~ Assistant City Manager
W 20 /0 By: &/ﬂ’

Ci anager or designee

“‘City” EXECUTED PURSUANT
TO SECTION 301 OF
TE CITY CHARTER,

The foregoing Agreement is hereby approved as to form this L/ day of
Junpmar) , 2010 (

ROBERT E. SHANNON, /

City Attorney orﬁdesmy’
By: /\ l

Deputy ~_7
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this

transaction originated may pursue available remedies, including suspension and/or
debarment. :

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549,

. The recipient of Federal assistance funds agrees by submitting this document that it shall

not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: Kﬂmﬁ \{’i‘ﬁw‘;b hroerg @”‘;‘U‘a

Name and Title of Authonzed Representative: CHADN B SoN | —\L rakas C%& %(m

19/29 /09
Date!

Signature

ATTACHMENT _G
PAGE__ 2 of 2 Pages




ACHMENT “H




CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.16C (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form - LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each

such failure.
Agreement Number: Contract Agency: K\"si of Vel ?E“i% UJ\\LM*
Name and Title of Authorized Representative: _C_H#A] D esan L Bec FV(»(L% B
( /f’i Al /? /W”“ fi}z / 0Y
Signature [ | Date
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