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CONTRACT FOR SOCIAL SERVICES

31541

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 CHRISTIAN OUTREACH APPEAL DBA CHRISTIAN

OUTREACH IN ACTION (COA), a California nonprofit corporation ("Organization"), with

offices located at 515 East Third Street, Long Beach, California 90802, and the CITY OF

LONG BEACH, a municipal corporation (the "City") .

WHEREAS, the City has received a grant from the U.S. Department of

Housing and Urban Development ("HUD") for a program to provide human and social

services to very low, low and moderate income residents of the City ; and

WHEREAS, as part of the Grant Agreement ("Grant Agreement"), the City

is required to enter into subcontracts with organizations that provide human and social

services to very low, low and moderate income residents of the City and the City has

selected Organization as a sub-recipient of grant funds ; and

WHEREAS, Organization provides human or social services to very low,

low and moderate income residents of the City ; and

WHEREAS, the City wishes to support these services by providing Social

Service Grant Program funds ; and

WHEREAS, the City Council has authorized the City Manager to enter into

a contract with Organization that provides the grant funding within a maximum amount

and program accountability by the City ; and

WHEREAS, Organization agrees to perform services and to provide the

City with the information and supporting documentation required herein ;

NOW, THEREFORE, in consideration of the terms and conditions

contained in the Contract, the parties agree as follows :

Section 1 .

	

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

Section 2 .

A. Organization shall provide human or social services to very

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

"A" entitled "Statement of Work", Attachment "B" entitled "Budget", Attachment "C"

entitled "Office of Management Budget (OMB) Circular A-110", Attachment "D"

entitled OMB Circular A-122", Attachment "E" entitled "OMB Circular A-133",

Attachment "F" entitled "Health Information in Compliance with the Health

Insurance Portability and Accountability Act of 1996 Agreement", Attachment "G"

entitled "Certification of Debarment", and Attachment "H" entitled "Certification of

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

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

provided to Organization and is incorporated by this reference .

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

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

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

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

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

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

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

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

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

570 .

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

October 1, 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
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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 Nine Thousand Nine Hundred Eighty-Six Dollars

($9,986 .00) over the term of this Contract. These funds shall be used to provide

services within the City of Long Beach . Upon execution of this Contract, the City

shall disburse the funds payable hereunder in due course of payments following

receipt from Organization of billing statements in a form approved by the City

showing expenditures and costs identified in Attachment "B" .

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

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

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

the City's Department of Community Development, Neighborhood Services

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

expenditures in Attachment "B" and modify the performance to be rendered

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

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

"B" to be exceeded .

D . Organization shall prepare quarterly invoices and submit them

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

Organization provided services. Organization shall attach cancelled checks and

other documentation supporting the charges and the amount of required matching

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

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

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

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

3
LT:bg A09-03584
L:\Apps\CtyLaw32\W PDocs\D012\PO10\00186539. DOC



>, `p
W E ,°
z

Q c' ( o~ o
Z > a ,

UZ o ¢ULL, z m
Q c t

LL W U NOwOm
wF- ; a,
L) W t)EL- LL C
OEM

M

1

2

3

4

5

6

21

22

23

24

25

26

27

28

Disallowed Cost Report is intended to provide detail to Organization for the

purpose of communicating disallowed costs due to reasons of insufficient source

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

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

permitted to resubmit the disallowed costs along with adequate source

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

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

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

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

requiring written approval for budget changes or modifications .

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

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

documentation supporting the charges incurred and required matching funds for all

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

funds .

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

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

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

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

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

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

Operational Year .

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

reimbursement to Organization due to failure of Organization to submit required

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

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

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

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

result in loss of reimbursement of funds .

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

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

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

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

such breach by the City .

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

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

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

expenses in the invoice .

Section 5 .

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

Contract shall be kept in accordance with generally accepted accounting principles

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

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

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

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

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

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

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

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

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

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

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

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

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

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

improperly used .

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

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

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

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

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

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

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

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

time is otherwise expressly stated by said representative .

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

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

accordance with OMB Circular A-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
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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 .

Section 8. This Contract contemplates the personal services of

Organization and Organization's employees . Organization shall not delegate its duties or

assign its rights hereunder, or any interest herein or any portion hereof, without the prior

written consent of the City . Any attempted assignment or delegation shall be void, and

any assignee or delegate shall acquire no right or interest by reason of such attempted

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

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

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

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

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

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

agents, subcontractors or anyone under Organization's control (collectively "Indemnitor"),

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

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

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

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

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

shall notify the City of any Claim within ten (10) days . Likewise, the City shall notify

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

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

Section 10 .

A. Organization shall procure and maintain at Organization's

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

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

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

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

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

employees, volunteers or subcontractors .

(1) Commercial general liability insurance (equivalent in

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

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

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

not be limited to broad form contractual liability, cross liability, independent
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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
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required herein, furnish to the City certificates of insurance and endorsements

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

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

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

the City's Risk Manager or his/her designee during normal business hours all

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

herein .

E . Any modification or waiver of the insurance requirements

herein shall only be made with the approval of the City's Risk Manager or his/her

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

his/her designee may require that Organization, Organization's contractors and

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

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

adequate .

F . The procuring or existence of insurance shall not be

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

performance or as full performance of or compliance with the indemnification

provisions of this Contract .

Section 11 .

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

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

renovations using grant funds .

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

Department of Community Development, Neighborhood Services Bureau has

completed an environmental review under 24 CFR Part 58 .43(a), and Organization

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

completion and conditions of said environmental review .

C .

	

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

D .

	

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

Contract regarding the provision of services, Organization shall not :

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

religious or denominational institution or organization or an organization

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

connection with a religious or denominational institution or organization .

(2)

	

In connection with costs of its services hereunder,

engage in the following conduct :

(a)

	

discriminate against any employee or applicant

for employment on the basis of religion ;

(b) discriminate against any person seeking housing

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

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

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings ;

(3)

	

The portion of the facility used for housing or

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

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

contain no sectarian religious symbols or decorations .

E .

	

Organization shall provide human or social services to very

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

(1)

	

Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for

achieving independent living; and
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(2)

	

Other federal, state and local private assistance

available for such individuals, including mainstream resources .

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

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

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

promulgated by HUD .

G.

	

Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment "G" .

H .

	

Organization shall execute a Certification Regarding Lobbying

in the form shown in Attachment "H" .

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

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

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

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

statement notifying employees that unlawful manufacture, distribution, dispensation,

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

violation .

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

by HUD based on information submitted by Organization to the City . The City shall 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
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Attn : Manager, Department of Community Development, Neighborhood Services Bureau,

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

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

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

for other notices .

Section 15. The City Manager or his/her designee is authorized to

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

designee in connection herewith shall be final .

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

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

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

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

14
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IN WITNESS WHEREOF, the parties have caused this document to be duly

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

J qQvL~4ry, h

Jcx c.G,r	1 S'

~? 73	) 20 10
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By

CHRISTIAN OUTREACH APPEAL DBA
CHRISTIAN OUTREACH IN ACTION
(COA), a California nonprofit corporation

By	~~	a-~-	-
President

~( It
T~orj rint Name

"Organization"

CITY OF LONG BEACH, a municipal
corporation

Assistant City Manager

	FYPCUTED PURSUANT
City MannogasECTtON 301 OFTHE CITY CHARTER.

"City"

This Contract is approved as to form on	3	J3	, 20((

By

15
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AGENCY NAME :

	

Christian Outreach in Action (COA)

PROGRAM OBJECTIVE : Clients will feel confortable with and able to use computers with introductory online tools .

Goal Form Quarter 1 COA(1)

Signature

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

Scope of Work

CONTRACT NUMBER:

Attachment "A"

Page 1 of 1

2/28/2010, 6 :19 PM

Goals : Total Goals
(1-Year)

QUARTER I
10/1-12131

QUARTER 2
111-3131

QUARTER 3
4/1-6130

QUARTER 4
7/1-9130

Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

1 . Clients who attend the Orientation will enroll in a Computer
Training Session and will be interested enough to create a
password and obtain email addresses 65% 0 0

2 Clients who obtain passwords will demonstrate ability to access
their email accounts

80% 0 0

3 Clients will seek and demonstrate knowledge of keyboard or
other computer related skills .

50% 0 0

4
Class Participants will send and respond to email from COA
technical ombudsman .

o
75 /0 0 0

5 Clients completing 3 advanced classes will register with the
Career Transition Center or other social

10% 0 0

Total Unduplicated Clients Served : 0 0



SSG 09-10

	/	
I

	r,
1
7 p ~

	

_,z~
Signature
SSG%20Program%2OBudget%2009-10%2000A Updated(1)

Attachment "B"
Page 1 of 1
2/28/2010

Program Budget for Connecting the Unconnected : A
Social

CITY OF
Services

Computer Lab

LONG BEACH
Grant Program 2009-2010

AGENCY: Christian Outreach in Action (COA)

	

City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION

Program Assistant $851 .20 Will assist in record keeping and assignment determinations

Client Computer Coordinator $3,494.40 Computer instructor in lab .

TOTAL PERSONNEL $4,345.60 Total Personnel to be Reimbursed

OPERATIONS

(Utilities $1,200.00 I

	

I
Paper $360.00

Windows XP Home Versions upgrades $990.00

Toner for Printer $400 .00

Norton Ghost Software $400.00

Norton Ghost Protection Suite $100.00

Swing, Locable Windows with Bars $1,820.00

(Security Bar-Door $120.00

Keyboard and Mouse I $250 .00

TOTAL OPERATIONS I $5,640.00 Total Operations to be Reimbursed

TOTAL PROGRAM BUDGET/CLB CONTRACT $9,985.60 Total' Program Amount to be Reimbursed
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PARTS 200-214 (RESERVEDJ

PART 215-UNIFORM ADrv'INISTRA-
TIVE REQUIREMEhJTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS OF HIGHER EDUCATION,
HOSPITALS, AND OTHER NON-
PROFI ORGANIZATIONS (OMB
CIRCULAR A-11 0)

Sec.
215.0 A'DOU~ this p:;rt

Subpart A-General

215,j Purpose.

215.2 Defiitions.
215.3 Effect on other issu:;nces.
215. ~ Deviations.
21".5 .8u'Dawards.

Subpart B-Pre-Aword Requirements

21".10 Purpose.
21".11 Pre-award policies.
215.12 F'orim for applying for F'ederaj assist-

ance.
215.13 Debarment and suspension.
215.14 Special aw:;rd conditions.

215.15 Metric system of measurement.
215.16 Resource Conservai;ioD and P.ecover;1'

Let.
2i£.17 Certlfica,1ionE a.na representa-cions.

Subpari C-Pos1-Award Requirements

FINANClJ.L AND PROGP.AM MANf.GEl\ENT

215.20 Purpose of iiri:;ncia.i and progr:;m
management.

215.21 Standards for iin:;ncial m;enagement
syst.ems

215.22 Pa;yment.
215.23 Cosi sharing or rnavching.

215.24 PTogranì inCOIT1€.

21".25 P.evision of 'Dudget and program
plans.

21r..26 Nori.Y"ederal auàits.

2i5.27 .6B oWê.bli: costs.

215.28 Period of availabilty of furids.
21£;25 Conditional exemptionE.

PROPEP.TY ST f.NDhRDS

215.30 Purpose of property st:;nd:;lds.
21E.31 Insurance coverage.
Zit .32 Rea; propert:i'.
21t:.32, Fede~'2jl~y-owried and eX8Tnpt. pro):..

erty.
21~.3~ Equipment.
2i':.3¿, Supplie:: and otiÌiei' ezpendablE: prop-

eny

21£..0c iEiá.rigi-Ð:i~ 'ploperty.
21!:.37 ?rope!'t,y ~~'US~ rBiat.lorisliip

PROCUREMENT ETf..NLARIit.

21L.1û :Pur-pose of plúcurernent. sLa.ridaTà~.

2J.5.4J Recip1ent !"eSponsi biin,i eE:.
~lS.42 Codes of condUCe.

~15.43 CompetltlOIl.
21E.4~ Prvcurenient- proceàures.
215.4& Cost and plice .analysis.
215.46 Procurement records.
216.47 COIitrac~ c.dminlstratio:r.

211;.48 Contract provisions.

P.EPORTS _i'ND P.ECORDS

215.50 Purpose of reports and TéCOJ'aS.

215.51 Monitoring ;end reporting progr:;m
performa.nce.

215.52 Financial reporting.

21".53 Retention and access requiemeni;s
for 1'8coràs.

TERl\ÇI-.T10J\ I-.ND ENFORCEMENT

215.60 Purpose oi t,ermination and enforce-
ment.

215.61 Termnation
215.62 Enforcement.

Subpart D-Af1eT-the-Award Requiremenis

215.70 Purpose.
215.71 Closeout procedures.
215.72 Subsequent adiust,ments :;nà COD-

tinuing responsibilities.
215.73 CollectioIJ of amounts due.
J.PPENDIX f. TO l' f.RT 21ErCO!"TF.hCT Piwvj.

SlON S

f.UTHORITY: 31 'O.S.C. 503; 3j U .S.C. ULL; 4J

D.S.C. 405; Reorganization Plan No. 2 of 1970;
KO. 11541, 35 FR 10737, 3 OFF. 1965-1970. p
935.

SOUP"CE: 69 FP. 26281, May 11. 2004, urless

otherWISt noted.

t 215.0 About this part.
(a) Purpose This part c.ontains OME

guidan~t to Federal agencies OI, the ad-
ministration of grants to and agree-
ments witt, ins-¡itutions of higher edu-
cation, liospitals, and other non-profit
organizations. The guidance sets fonÌ1
standards for obtaining consistency
and uniformity in tile agencies' admin-
istration of "hose grants and agree-
ments.

CD) Applicability. (1) E):cept a.s pro-
videò herein, thE: standa.rds set. iOTtb in
this part are applicable to all Federal
agencies. If aDY statu ûe specifically

39
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§ 215. i

P~'(~sc:'i:.)c~. ~ì():ic:r~~, or SDf:r:1."f(. ;.eC¡Uìle-
rne~jT,S ~l1fi.t differ fron-i Tihe ::t,a,nòa.;~fls
provided in this patt, ~hF pruvision~. of

Llie Sí,2JtUt~; shalJ gove:-n.
(2'1 The provisions of subparts A

r,hrDug-h D of t,hi¡; pa.rt shall be a.pplied

by F'e¡J(~rai agencies to recipients. Re-
cipients shall apply the provisions of
those subparts t,o subrecipien ts per-
forming substantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient. if such subrec1p1ents are orga-
nizations descrjbed 1n paragraph (a) of
Ghis section.

(3) This part does not apply tc grants,
contracts. or other agreements be-
Gween the Federal Government and
units of State or local governments
covered by OMB Circular A-102,
"Gran ts and Cooperative Agreements
with State and Local Governments" j
and Ghe Federal agencies' grants man-
agement common rule (see § 215.5)
which standardize the administrative
reouirements Federal agencies impose
on' State and local grantees. In addi-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part applies
to suba.wards made by State and local
governments to organizations covered
by this part..

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

(c) OM B responsibilities. OMB is re-
sponsible for:

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

(2) In terpreting t,h e policy require-
men ts in this part and providing assist-

ance to ensure effective and effcient
implementation.

(3) Reviewing Federal agency regula-
tions implementing the guidance in
this part, as required by Execu ti ve
Orde;' 12866.

(4) Granting any deviations t,o Fed-
eral agencies from the guidance in this
part, as provided in § 215.4. Exceptions
wil only be made in particular cases

J See 5 eF'R 1310.9 for avaflaliflty of OMB
circulars.

2 erR Ch. II (1- i-06 Edition)

v,r)v:~~~e ;i.deql1r~'rI~ .i'Jst~ilcr~t¡í)n ~s Pl(-:-

88n t,ed.
(5j Conducting broa.d O\12;S1g-J1t, of

government-wide 80mpliance wit;)., i;i,i,
gUidanee in this part.

(dì Federal ugencij rcsponsiiiilities. The
head of each Federal agency Ghat
awards and administers gran ts and
agreements subject to the gUidance i.n
this part is responSible for:

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

proved by OMB.
(2) Ensuring that the agency's com-

ponen ts and subcomponen ts compl y
with the a.gency's implementation of
the guidance in subparts A through D
of this pa.rt.

(3) Requesting approval from OMB
for deviations from ¡;he guidance in
subparts A through D of this part in
situations where the guidance requires
that approvaL.

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

(e) R.elationship to previOUS issuance.
The guidance in this part previOusly
was issued as OMB Circular A-llO. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendiX to the attachment.

(f) Information Contact. Further infor-
mation concerning this part may be ob-
tained by con tacting the Offce of Fed-
eral Financial Management, Ofîce of
Management and Budget, Washington,
DC 20503, telephone (202) 395-3993.

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

Subpart A-General

§ 215.1 Purpose.
This part establishes uniform admin-

istrati ve requirements for Federal
gtan ts and ö.greements awarded t.o in.
stitutions of higher education, hos-
pitals, a.nd other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§ 215.4.. and § 215.14 or unless speCifically
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OlAS Cir::ul:irs and Guidance

:'~CJuirE:è L'~' Feder~J sLatu~t or e:.:t:cl.-
t.l VE: urGer N on-profi t Olga1l1ZG:'Vlûl1E:

'Whd.l irriple rnen t F 6d8!,a,1 prúgrc.ff.s i OJ

úl't Sta:.ec c.e alsú suì:-iect i,O State re-

quirerri8TIt.E.

t '215.'2 Definitionb.
(ie; Accrued expenàiiurcs means ¡,iE:

chierges ineUI'8d by the ncipi8nt òur-
irg :0 gh'er. period T8quiring -¡he provi-
sior, of funds for:
(1) Goods and othei tangible property

received;
(2) Servic.es performed by employees,

contractors, subrecipients, and other
payeeE; and,

(3) Otlier amounts D8coming owed
under prDgrams fOT Wh1Ch no current
s8rVIces or performance is required.

(b) Accrued income means the sum of:
(1) Earnings during a given period

from:
(i) ServiceE performed by the recipi-

ent, and
(il) Goods and other tangfole prop-

erty delivered to purchasers, and
(2) lunou:ts becoming owed to the

recipient for which no clUrent services
or performance is required by th8 re-
cipient.

(e) Acquisition cost of equipment m82.S
the net invoice price of the equipment,
including the cost of modifications, at-
tachments, a.ccessories, or auxiliary
apparatus necessary to make the prop-
erty usable for the purpose for whicn it
was acquired. Other charges, SUCD as
the cost of installation, transportation,
1axes, ôuty OT pTotecTiive in-tiransi t in-
surance, shall be included or e):cluded
from the unit acquislGiori cost in ac-
cordance with the recipierits regular
a.ccounting practices.

(d) Advance means a payment made
by Treasury check or other appropriate
payment mechanism to a recipient
upon its request either before outlays
art made b:y tÌi€ recipient or thr'ough
tht use of predetermined payment
sCl'ledu18s.

(e) Award means financial assistance
tIu"t prOVides SUPPOI't or stimulation to

a.ccomplisb a public pUI'pose. A waI'ds
include grants :;nd oUieI' agreements in
thE: form of money or property in lieu
of money. by the Federal Government
tc an eligible recipient. The term does
no~ inciude: r.8cnnica,1 assisua.nce.
whicn pro\rides services insr.eaö 0:

§ 21~.2

JflüncY OLld:::.r .2bS1S:"ó.!ic.t LI; LliE: iOI'IT.i ú1
Júan's, lúar~ g-u8.r'c.r~Lt;ef., ii~t.erest SLifr
sld~8b, or insu:t2.l1Ge, direG'L p~ymerlts of
c.ny kinè to individualE; 2.üd, c;ontraets
whid, are requir8ò to be enterrod intO
and adminisèered ilider proc;urenient
iaws ariò r8gulations.
(f) Cash contributions meanE: thE: T8-

cipients cast outlc.y, including the
outlay of money contribuèed 1.0 tIie re-
cipient by tIurd parties.

(g) Closeo'ut means the process by
which a Federal awarding agency de-
termines that all applicable adminis-
trative actions and al1 requiTed wort of
the award have been completed -DY the
recipient and F8deral awarding agency.

(h) Contract m8ans a procurement
conúract u:d8r an award or subaward,
and a procuremerit subcontract urider a
recipient's or subrecipients contract.

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

(j) Date of completion mea.TlS the date
on which all work under an award is
complet8d or the date on the award
document, or any supplement or
amendment th8reto, on which Federal
sponsorship ends.
(k) DisaZlowed costs means those

charges to an award that tlie Federal
awarding agericy d8termines to be UD-
allowable, in accordance witÌJ the ap-
plicable Federal cost principles or
other terms and coriditions contained
iri the award.
(1) Equipment means ta.ngible nOD-

expendable personal property including
exempt property charged directly to
the a.ward having a useful life of more
than one year and an acqUlsition cost
of '\5,000 or more per unit. However.
consistent with l'8cipient polic:\ lower
limits ma~y be 8stablished.

(m) Excess property means property
. under- the control of ar-iY Federal
awarãing agency thc.t. as determined
by the head thereof,is no longer re-
quired for its needs or the discharge of
its responsibilities.

(n) Exempt property means tangible
personal property acquireõ iri wÌwle or
in part viitÌl Y'ederaJ funds, w:nere the

Federal awarding agency has statutory
a.uthorit~y to ves~, t,iüle in tr.!t recipient

41
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§ 2 i 5.2

,-'.rj tliou t. ¡u:~~her ob1iga.t.ior: tC i,ÌlE: F'eù-
t~ra.i Government. An example of ex-
empL property a.uthorHy is conta.ined
in t11e F'sderal Gra.nt and Coopel3~ive
Agreement Act (31 u.se. 6306), for
property acquired under ;J.n award to
conduct basic or applied research by a
non-profit institution of higher edu-
ca.tion or non-profit organizal;ion
whoRe principal purpose is conducting'
scien tinc research.

(0) Federal awarding agency means
the Federal agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Federal funds obli-
gated by the Federal Government for
URe by the recipient. This amount may
include any authorized carryover of an-
obligated funds from prior funding pe-
riods when permitted by agency regula-
tions or agency implementing instruc-
tions.
(q) Federal share of real property,

equipment, or supplies means that per-
centage of the propert:\"s acquisition
costs and any improvement expendi-
tures paid wi th Federal funds.

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

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

(t) Obligations means the amounts of
orders placed, contracts and grants
awarded, services received and similar
transactions during a given period that
require p?yment by the recipient dur-
ing the same or a future period.
(u) Outlays or expenditures means

charges made to the project or pro-
gram. They may be reported on a cash
or accrual basis. For repo!'ts prepared
on a cash basis, oIJ.tlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense chai'ged, the value of
third party in-kind con tributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on a.n accrual
b?sis, outlays are the sum of ca.sh dis-

2 CFR Ch. " (1-1-06 ::dilion)

ÌJ\) :"':;elYten IiS for' direct cha.rges for goods
and services, the amount of indirect, ey.-
pense incuned, the value of ¡n-kind
contributions applied, and the net in.
crease (or decrease) in the amounts
owed by the re(ôipient for goods and
otlicr property received, îor services
performed by employees. c:ontra.ctors,
subrecipients and other payees and
other amounts becoming owed under
programs for which no current services
or performance are required.

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

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

(x) Program income means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award

(see exclusions in § 215.24(e) and (h)).
Program income includes, but is not
limited to, income from fees for serv-
ices performed, the use or rental of real
or personal property acqUired under
federally-funded projects, tne sale of
commodi ties or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
prinCipal on loans, rebates, credits, dis-
counts, etc., or interest earned on any

of them.
(y) Project costs means all allowable

costs, as set forth in the a.pplicab1e
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

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

(aa) Property means, unless otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments.

42
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OIv'S Circulars and Guid::nce

(bu,' F:.eu/ proJ)eri-.: ITibi1I1E 12.nè lll(;lUO-
ing lZ"nc lITiprOVerrieDIÆ., S'LrUCi1:Ure1: á.liO

&.ppur:iena.n(j~s IiÌléretü, but excluQ8,S

TfioYc.bli: n-ia.chincTY &.l1Ò t:quipn-i8:nL.
l CC) hecipien, n',e",ns a.r: organizatioD

rer;eil'ing fiDan ci",J ~"ssisùaD e;e directi;y

fI'orn Y'ederal ;;wardmg agene;ies 10
e;arry out a proJee;t or pr-gram. Tile
'LenTJ includ.es public and priva.t.e insti-

tutions of :nigÏler educatior., public and

pn-va'Le haspi tals, and otheI' quasi-put-

lie and pi'ivaùE: non-profit organiz;;tions
such as, but TiOt limited to, community
actlOD agencies, research institutes,
educatiol1ai associations, and healtb
cent,ers. The term may include com-
mercial organizaLions, foreign or inter,
national organizations (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors or subcontracwrs of recipients or
subrecipients at the discreLion of the
Federal awarding agency. Tne term
does not include government-owned
contractor-operat,ed facilities or re-
search centers providing continued
support for mission-oriented, large-
scale programs that are governrnent-
owned or controlled, or are designated
as iedera.lly-funded research and devel-
opment centers.

(dd) Re~ecrch and development means
",11 researc:n activities, botD bó.sic and
applied, and all development activiLies
tha.t are supported a.t universities, col-
leges, and o-;:rieT non-profit instit,,-
tions. "Researcn" is defined as a sys-
tema.tic study directeò towarã fuller
scientific knowleóge or unders"anciing
of the subject studied. "Development"
is the systematic use of knowledge and
understandLTig gained from researcl di-
rected toward the production of useful
materials, òevices, systems, or metb-
ods, including åesign and development
of prototypes and processes. The term
researcD also includes activities in-
volving the training of individuals in
researcn techniques where such activi-
ties utilize the same fa.cilities as other
researc1i c.nd development c.ctivities
and where SUCD c.ctivities are not in-
cluded in the instructioD fUIiction.

(ee) Small o.WUTllE means a grant or
cooperative agreement not exceeding
tÎie small purchc.se thIesholõ fb;eò at
~j US.C 103(11) (currently $25,000).

(ff) SubQ.ward means aD award of fi-
nancial c.ssistance iri the form of

§ 215.2

rnOl"18;):, ú:r- pJ"CJJJé.rty 1I, l18L OJ rnOT..ey,
Dì.a.Ót: Lil1UE:2 2.L &,v/b.tU by G. J'b(;ipienl. :,(;

an eligible su'rJr6cipiént OJ by a sub-
recipient 1" a lower tier subncipieriL
ThE: "Lerrr: includes îina.ricial assistance
wl'ièn pr'ovideò by ",TiJ' lega.J agI'6emenl,
ever, if the agreement ÌE c:'1l6d :' con-
tract, but does not include procure,
ment of goods a.à services nor doeE n
include any form 0: assist,ance whid, 1E
exclilded from t,he definition of
"award" Ü, § 215.2(e).
(gg) Subrecipient means the legal enti-

ty to which a subaward is made and
which is accountable to t:Je recipient
for the use of the funds provided The
term may include foreign or inter-
national orga1lÍzations (sucb as agen-
cies of tbe United Nations) a.t tbe dis-
cretion of the Federal awarding agen-
cy.

(M) Supplies means all personal prop-
erty excluding equipment, intangible
property, and debt instruments as di:-
fined in this section, and inventions of
a contractor conceived or first actually
reduced to practice in the performance
of work under a funding agreement
("subject inventions"), as defined in 37
CFR part 101, "P"ights to Inventions
l~ade by Nonprofit Orgó.nizations and
Small Business Firms Under Govern-
ment Grants, Contró.cts, and Coopera-
tive Agreements."

(11) Su~pension means an a.ction by a
FeòeraJ ó.warding a.gency that tempo-
rarily withdraws Federal sponsorship
unòer an award, pending corrective as-
¡;ion by the recipient or pending a deci-
sion to terminate the award b;y the
Feóeral awarding agency. Suspension
of an award is a separó.te action from
suspension under Federal agency regu-
lations implementing E. O. 12549 (51 FE
6370,3 CFE, 1986 Comp., p. 189) and E.O.
12689 (54 FE 3~131, 3 CFF., 1989 Comp., p
235), "Debarment and Suspension."

(jj) Termination means tIie cancella-
tion of Federal sponsorship, :i whole or
iTJ part, under an agreement at any
time prior to the ã.a.te of completion.

(kk) Third purty ir,-kinã contributions
means the value of non-cast contribu-
tions prOVided by nOD-Federal thirà
parties T:rlird party in-kinà cont,ribu-

tionE IIiay be in t,he io-,m of real prop-

erty, equipment, supplies anò other e);-
penda'ole property, and the vc.1ue of
gOOó.s anà services di!'ect,ly benefiting
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§ 215.3

.:~id spe(;:fi8P..U:? iùei-,r.jfi3.ÌJJfc to ~i.ne

jJroject or p1~8gTam.
(lU Unliquidtlied ohligations. for finan-

e.lal ,eports prepared on a cash basis,
means tJie amount of obligations in-
curred b:y the recipient Lhat, have not
been paid. For reports prepared on an
;iccrued expenditure basis, they rep.
i'p.sent, tlie amount of obligations in-
curred by the recipient for which an
outlay has not been recorded.

(mm) Unobligated balance means the
portion or the funds authorized by the
Federal awarding agency that has not
been obUg-ated by the recipient and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(nn) U1lrecovei'ed indii-ect cost means
the difference between the amoun t
awarded and the amount which could
have been awarded under the recipi-
ent's approved negotiated indirect cost
ra,te.

(00) Working capital advance means a
procedure whereby funds are advanced
to the recipient to cover its estimated

disbursement needs for a given initial
period.

§ 215.3 Effect on other issuances.

For awards subject to this part, all
administrative requirements of codi-
fied prog-ram regulations, program
manuals, handbooks and other non-
regulatory materials which are incon-
sistent with the requirements of this
part shall be superseded, except to the

extent they are required by statute, or
authorized in accordance with the devi-
ations provision in § 215.4.

¡¡ 215.4 Deviations.

The Office of Management and Budg-
et (OMB) may grant exceptions for
classes of grants or reCipients subject

to the requiremen ts of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted only in unusual circumstances.
Federal awarding agencles may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awiirding small 8~wards, except
for those requirements which are stat-

2 CFR Ch. II (1-1-D6 Edition)

11 to:'y. Exceptions ~n a. r;as(;-i!y-r;a.sp
basis m3~Y 2_1so be ma.de by Vederal
3.v,'a.rding agencies.

§ 215.5 Sub awards.
Unless sections or this part specif-

cally exclude sUbrecipients from cov-
erage, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are instltutions of higher edu-
cation, hospjtals or other non-proflt, or-
ganizations. State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common rule,
"Uniform Administrative Require-
ments for Grants and Oooperative
Agreements to State and Local Gov-
ernments," published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143. 15 CFR part 24. 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
ILL. 511, 570, 571, 575, 590, 850, 882, 905,

941, 968. 970, and 990. 28 OFR part 66. 29
CFF. parts 97 and 1470, 32 CFR part 278,

34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, l1S7, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

(69 F'R 26201, May 11. 2001, as amended at 70
FR 51080, Aug. 31, 2005)

Subpart B-Pre-Award
Requirements

§ 215.10 Purpose.
Sections 215.11 through 215.17 pre-

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

§ 215.11 Pre-award policies.
(a) Use of Grants and Cooperative

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

44
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S:'O.t.U Lé The S"L8.~ûtúr.y Gri "uE;I"lúD 1ú1
chCJúsing betwcE:L gTa.n lÆ t.i"id (joojJer.a.-
LiVé &.g1':~en-ien1:. i.s th~-L iúl thE: lat.1er,

"substantiaJ involvemerJt lS exp¡,ct,¡,d
'rJ8twe¡,r, the execu"ivé agerJcy and tlif:
S'Latf:, local governmerit, or otlier re-
ciDient WheT! carrying out the activity
cón\,¡mDJa.ied in the agreement. ,. Con-

t,ract,s shalj be used when tÌie principal
purpose is acquisition of property Dr
services for the direct benefit or- USf: of

the Federal Government.
Cb) Public Noticf: arid Priority Set-

ting. Federal awarding agencies shall
no¡;iiy thé public of its inteTlded fund-

ing priorities for discretionary gr:;nt
programs, unless funding prioritieE are
es¡;ablished by F'ederal statute.

S 215.12 Forms for applying for Fed-
eral assistance.

Ca) Federal awarding agencieE shal1
comply with the applicable report
eiearance requirements of 5 CFR part
1320, "Controlling Paperwork Burdens
on the Public," witn regard to all
forms useã by thé Feàeral awarding
agency ll place of or as a supplement
to the Standard Form 424 (SF-424) se-
ries.
(b) Applicants shall use the SF-424

series or tÌiose forms and instructions
prescribed by the Feàeral awarding
ag'ency.

(c) For Feàeral programs covered by
E.O. 12372, "Intergovernmental Review
of Federal Programs," (47 FR 30959, 3
OFF. 1982 Comp., p. 197) the applicant
shan complete the appropriate sections
of tne SF-424 (Application for Federal
Assistance) indicating whether the ap-
Dl1catiori was subject to review by the
State Single Point of Contact (SPOC).
The name anã address of the SPOC for
a particular State can be obtaineè from
the Federal awarding agency or the
Caialog of Federal Domestic Assistance.

The SPOC shall aòv1se the appl1cant
whether "he program faT whicn applica-
tion is made has been selecteò by that
State for review.

(d) Federal awarding agencies that do
not use the SF-424 form shoulã indi-
cate whether the application is subject
tG review bS "ne Sta'Le unòer E.O. 12372.

§ 215.13 Debarment and suspension.
Federal awarding agencies anè 1'e-

cipient,s S11:;11 comply with Federal

§ 2ì5. 15

agency Tegu:ia:~ion~ implen1éTiting E.('.~
l2õ4~ h.iÔ ::2688, "I.eÜt:rrri~Jll. anò SU5-
pensioE." UYide,' thosf: regulaeions, cer-
tain parties who are ilebarred. sus-
pendE:d or útrierwise excludE:ò may not
'De participant,s or principds iI, Federal

assistance awards and subiiwards, anè
in certain contracts under those
awards anè subawards.

l70 FP. 51879, r.ug 31. 2U05)

S 215.14 Special award conditions.
If ari applicant or recipient: has a his-

tory of poor- performance, is not finan-
cially stable, has a management sys-
tem that does not meet the standards
prescribE:ã in this part, has not con-
formed to the terms and conditions of
a previous award, or is not otherv.'ise
responsible, Federal awarding agencies
may impose additional requirements as
needed, provideã that sucn applicant or
recipient is notified iri writing as to:
the nature of the additional require-
ments, the reasori why the additional
requirements are being imposed, the
nature of the corrective action needed,
the tie allowed for completing the
corrective actions, and the method for
requesting reconsideratiori of the addi-
tional requirements imposed. .AJlj' spe-
cial conditions shall be promptly re-
moveã once the conditions that
prompteã them have been corrected.

S 215.15 Metric system of measure-
ment.

The Metric COYiversion Act, as
amendeã by the Omnibus Trade and
Competitiveness Act (15 D,S.C. 205) de-
clares that the metric system is the
preferreà measurement s:ystem for D.S.
trade and commerce. The Act requireE
eaer, Federal agency to establish a date
or àates in consultation witb the Sec-
retary of Commerce, wheri the metric
system of measurement will be used in
the agency's procurements, grants, and
other businéss-related activities. Met-
ric implementation may take longer
where the use of the system is initially
impractical or likel:y to cause Signifi-
cant inefficiencies iri the :;ccornpJisb-

ment of federally-funåed act,ivities.
Federal awaTding agencies shall follow
"he provisions of E.O. 12770, "Metric
Usage iri Y'eåeral Government Pro-
gTaII" (56 FE 35801, 3 CFR.199l Comp.,
p 313)

'i5 ~CHtv'\¡:NT ______L.__.....
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§ 2 ì 5.16

:; 315. i 6 Resource Conservation and
Recovery Act.

Under the Act, any State agencJ' or
;cgency or a political subdivision of a
.s ¡,a.Le wh Ich is using appropria¡,ed F'ed-
riral funds must comply wi th section
6002. Section 6002 requires tnat pref-
erence be given in procurement pro-
g-rams to tne purchase of specifiC prod-
ucts containing recYCled materials
identifed in gUidelines developed by
the Environmental Protection Agency
IEP A) (40 CFR parts 247-254). Accord-
ingly, Sta.te and local institutions of
higher education, hospitals. and non-
profit organizations that receive direct

Federal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
ucts pursuant to the EPA guidelines.

§ 215.17 Certifications and representa-
tions.

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

Subpart C-Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§ 215.20 Purpose of financial and pro-
gram management.

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

§ 215.21 Standards for financial man-
agement systems.

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

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

cla¡,c. w performo.ncè dCLca ,,nd develop
unit cost informacion whenever pra.c.
tica.1.

(h) ?ecipients' financial management
sysr,ems shall provi de for tne fa llowi ng.
0) Accurate, current and complete

disclosure of the financial results of
each federally-sponsored project or
program in accordance wi .,n tne repor.,-
ing requirements set forth iri § 215.52. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
Cipient that maintains its records on
other than an accrual basis, the recipi-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

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

(3) Effective control over and ac-
countabili ty for all funds, property and
other assets. Recipients shall ade-
quately safeguard all such assets and
assure they are used solely for author-
ized purposes.
(4) Comparison of ou tlays with budg-

et amounts for each award. ÌÌÍJ1enever
appropriate. financial information
should be related to performance and
uni t cost data.

(5) Writt.en procedures to minimize
the time elapSing between the transfer
of funds to the reCipient from the U.S.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentali ties, and fiscal

agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA defaul i, procedures oodified at 31
CFR part 205, "Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs."

(6) Written procedures for deter-
minil1g the reasonableness. al10cabili ty
and allowabil ty of costs in accordance
with the provisions of the applicable
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T cQE:I'c.J t051. princ.ipleE å.!lC 'uÌîc 'utrilE

c.!.-¡Ò ~U!.-jditiCJns oi '0l-S aWkld
(7! f-,GGounting r"é80r-ò.i: including C.051

(:G('úur.it:ng I"e8oI'd~ tÌlat arE: support.ec.
by sourGe docuffE;ni:&'cioD
;Cj When the Federc.) Government

guar'antee:: or insures tbE: repa.yrr.ient of
mODey borrowed by the recipient. the
F'(:;deniJ awarding agency, at its discre-
tion, may require c.deq uate bonding
and insurance if Lhe bonding anÒ insur-
ance requirements of thE; lecipient are
not deemeÒ aòequate to protect the in-
terest of the Federc.l Government.

(d) The Federal awarding agency may
require adequate fidelity bonò coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernrnentE interesi.

(e) W11en bonCÌ are requireò ir! the
situatiom described above, the bonds
shan be obtained from companies hold-
ing certificates of authority as accept-
ablE: sureties, as prescribed in 31 OFF.
part 223, "Surety Companies Doing
Business with thE: United States."

§ 215.22 Payment.

(a) Payment methods shall minilize
the time elapsing between the transfer
of funds irom the Uniteò States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by Ocher
means by the recipients. Payment
methods of State agencies or instru-
mentalities shall be consistent with
Treasury-State C1I1A agreements or
default procedures codified at 31 OFP.
part 205.

(b) Puecipients are 'L be paid in ad-
vance, provided they maintain or dem-
onstrate the willingness to maintain.

(1) Writien procedures that minimize
the time elapSing between the transfer
of funds :;nd disbursement by the re-
cìpien t, and
(2) Financial mana.gemen t sy stems

that meet the standards for fUTid con-
trol and accountabilit:i' as established

in §215.21. Cash advances to a recipient
organizacioTI shall be limited to the
minimum amounts needed and be
tuned to be iT, accordance with the ac-
tual, immeâic.te cas!, requirements of
the recipient organization in carrying
out "he purpose of the approved pro-
gram or project. The timing and
arriount. of cast aèVc.T1ces shali be 2.S

ciose .as if adrrrinistl'c.tively í8E.sible to

:;215.22

i'lif: l:0tU.2~ GisJ)ur::E:lrienLE. ÌJy LJ.H:: J'bGlp~-

ent organization fOT diT8ct p;'úgram or
prúject COSLS and che proportlúnate
share of any c.llúwable indirecT costE.

IC;) Vrnenever pússible, ",ò\'ances shall
bE: consolida¡,,,d l,ú cover anticipat,ed

cas!! needs for all awards maòe by the
Federal awardmg agency to the recipi-
eni.

(1) Advance p¡¡yment mechanisms in-
clude, but are not limited to, Treasury
check anò e18ctronic fmids transfer.

(2) Advance payment mechanisms are
subject to 31 OFE pan 205.

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

(d) Requests for Treasury check ad-
vance payment shall be submitted OD
SF-270, "P.equest for Advance or P.eim-
bursement," or other forms as may be
authorized by OM:B This form is not to
be useò when Treasury cbeck advance
payments are made to the recipient
automatically through tbe use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions for electronic
funds transfer.
(e) Reilbursement is the pleferred

metbod when the requiIements in
§ 215.12(b) cannot be met. Federal
awarding agencies may also use this
metbod on any cOTistruction agree-
ment, or if the major ponion of the
construction project is accomplished
through private market financing or
Federal loans, and the Federal assist.-
ance constituies a minor portion of tbe
project.

(1) Vthen the reimbursement method
is used, the Federal awalding agency
shall make payment within 30 days
after receipt of the billing, unless the

billing is improper.
(2) ReCipients shall be authorized to

submit request for reimbursement at
least monthly when electronic funds
transfers are not used.

(f) If a recipient cannot meet che cri-
teria for advance payments and ¡,he
Federa.l awa.rding agency has deter-
mined that reimbUlsement is not fea-
sible beca.use the recipient lacks suff-

cient vi'orking ca.pitali the FedeTal
awarding agency may prOVide casb on a
working c¡¡pi"al advance ba.sis. under
tbis proc¡,dure. "he Federal a.warding
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§215.22

;~.g-:~ric.y sÌìa!J (l,dV8.DCe C;JSÌ" :-c; ::he r;;-
;~ipien to r.ü cove:" j ts esti ma\,6(¡ disbu:'se-
ment needs for an initial pe:'iod gen-
era.lly gca.;'ed to the awa.rdee's dis-
i)llrsing- cycle. Thereafter, the Jiederal
;Lwardlng agency shall reimburse the
,'Bclpient for its actual cash disburse-
ments. The working capital advance
method of payment shall not be used
for recipients unwilling or unable to
provide tlmely advances to their sub-
recipient, to meet the subrecipients ac-
t;ual cash disbursements.

(g) To the extent available, recipi-
ents shall disburse funds available from
repayments to and interest earned on a
revolving fund, program income, re-
bates, refunds, contract settlements,
audit recoveries and interest earned on
such funds before requesting additional

ca.sh payments.
(h) Unless otherwise required by stat-

u t,e, Federal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (h)(l) 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
delinquent in a debt to the United
States as àefined in OMB Circular A-
129, "Managing Federal Oredit Pro-
g-rams." Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the reCipient

that payments shall not be made for
obligations incurred a.fter a. specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liquidated.

(i) Standards governing the use of
banks and other institutions as deposi-

wries of funds advanced under awards
are as follows.

(1) Except for si tuations described in
paragrapli (i)(2) of this section, Federal
awarding agenCies shall not require
separa.te depository accounts for funds
provided to a reCipient or establish any
eligibility requirements for deposi-
t,ories for funds provided to a recipient.
However, recipients must be able to ac-
co un t for the receipt, obligation and
expenditure of funds.

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

\~: ?..dvances o-r F'ecìer8.J îunds shalJ be
deposited c.nd maintained in insured
8,ccounts whenever possible.

(j) Oonsistent with the national goal
of expanding the tJpportunJ (;i es for
women-owned and minorl ty-owned
business enterprises, recipients shall be
encouraged to use women-owned and
minority-owned banks (a bank which is
owned at least 50 percent by women or
minority g-roup members).

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

(1) The recipient receives less than
$120,000 in Federal awards per year.

(2) The best reasonably available in-
terest bearing account would not be ex-
pected to earn interest in excess of $250

per year on Federal cash balances.

(3) The depositor:\' would require an
average or minimum balance so high
that it would not be feasible vrithin the

expected Federal and non-Federal cash
resources.

(1) For (,hose entities where OMIA
and its implementing regulations at 31
OFR part 205 do not apply, interest
earned on Federal advances deposited
in int,erest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up to $250 per
year may be retained by the reCipient
for administrative expel1se. Sta.te uni-
versi ties and hospitals shall comply
with CMIA, as It pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards \\1thout prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

(m) Except as noted elsewhere in this
part, only the follOWing forms shall be

authorized for the reCipients in re-
questing advances and reimburse-
ments. Federal agencies shall not re-
quire more than an original and two
copies of these forms.

(1) SF-270, Request for Advance or
Reimbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods
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Curt: no:. used Y'sót:.ta.l 2.v..'c.ràinf ::geD-
l:lE:E, however, h&.vE: thf; opt,ior! of using
thiE lorm fOT const,ructlOn proglarris in

heu 01 t,ht SF-2il, "úul,lay Pveport and
f~e(¿uest for P.eimburserrierlL for Con-

SLrUCLlDn Prog1"ams."
(2) SF-271, Outlay Report and Re.

quest fOT Reimbursement for Construc-
ilOL ProgramE. Eacn Federal awaI'ding
ag8ncy shall a.dopt the SF-271 as tiie
standard form '00 be used for requesting
reimbursement for construction pro-
grams. However, a Federal awarding
agency may su-ostit,ute the SF-270
when the Federal awarding agency de-
termines that it provides adequate in-
formatior! to meet Federal needs.

~ 215.23 Cost sharing or matching.
(a) All cont,ribu tions, including cash

anà third party in-kind, shall be ac-
cepted as part of the recipient's cost
sharing or matching when such con-
tribuiions meet all of the folloviing cri-
teria.

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

(2) .t,e not. included as contributions
fo!' an:,. other federally-assisted project
or program.

(3) Are necessary arid reasonable for
proper and efficient accomplishment of
project or program objectives.
(4) Jue a11owa'ole under the applica-

ble cost priciples.

(5) Are not paid by the Federal Gov-
ernment under another award, except
where a.uthorized -oY Federal statute to

be used for cost Sharing or matching.
(6) Are provided for in the approved

budget when required by the Federal
awarding agency.
(7) Conform to other prOVisions of

thiE part, as applicable.
(b) Unrecovered indirect costs may be

included as part of cost sharing or
matching only with the prior approì1al

0: the Feàeral awarding agency.
(c) Values for recipient contributions

of services anò property shaD be estab-
lisheò in accordance with the appl1ca-
'ole cost principles If a Federal award-
ing agency authorizes recipients to do-
na.te buildings or land for construction!
facilities acquisition projects or long-
term use, the ì'alue of the donated

jJl'opert:y ior cost sharing aT rriatc:riing
shall be the lesser of paragraphs (c)(l)
or- \2~¡ of thiE section

§21S.23

,_ The c.Æ:~üiiitjd v&.lüc úf rilJc rerri&.iri-
ing lilt of Ú,€ property recúi-ded ire the

recipien;,'s aCCOUDLlTig- records a.L th€

t,ime 0:: dOIlatiorL
(2j The current fa.1T market value

However. wiier; triere is sufficient jUS-
'0iflcation. tiie F'edelal awarding agen-
cy m:;:y approì1e the use of tÌi€ current
f:;ir market vdue of tÌie donated prop-
erty, even if it exceeds the certified
value at t:rie tllTe of donation to the
proJ ect.

(d) Volunteer services furnished by
professional and technical personnel,
consuliants, arid other skilled and un-
skilled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Puates for
volunteer services shall be consistent
witb those paid for similar work iT! the
recipient's organiz:;tion. In those in-
stances in which the required skils are
not found in the recipient organization,
rates shall' be consistent with those
paid for similar work in the la-bor mar-
ket in which the recipient competes for
the kind of services involved. li either

case, paid fringe benefits that .are rea-
sonable, allowable, .and alloca'ole may
be included in the valuation.

(e) Wilen an employer other than the
recipient furnishes the services of an
empioyee, these services shall be val-
ued at the employee's regular rate of
pay (plus an amount of fringe benefits
that are reasonable, allowable, and al-
locable. but exclusive of overhead
costs), prOVided these services are in
the same skil for which the employee
is normally paid.

(f) Donated supplies may include
such items as expendable equipment,
office supplies, laboratory supplies or
worksl-ip and classroom supplies.
Value assessed to donated supplies in-
cluded in the cost Sharing or matching
share shaD 'be reasonable and shan not
exceed the fair market value of t,he
property at the time of the donation.

(g) The method used for determining
cost sharing or ma.tching for donated
equipment, buildings and land for
whicr. title pa.sses t, -iie recipient may
differ according w tht purpose of the
a:wa.rd, if para.graphs (g)(1) or (2) of this
sectioL apply.

(1) If the purpose of the awarò is to
assist the recipient in the acquisition
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of equtprrient. buildings or land, ~i1€
~,o"Caì value of t.he doru.tted proper"Cy

ma.y be claimed as cost sharing or
lla.Lching.

(2) If the purpose of the a.ward is to
support, activities that require the use
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full val ue of equip-
ment or other capital asset,s and fair
rental charges for land may be allowed,
provided that the Federal awarding
agency has approved the charges.
(h) The value of donated proper;;y

shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the follOWing qualifica-
tions.

(1) The value of donated land and
buildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-

pendent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
certified by a responsible offcial of the

recipient.
(2) The value of donated equipment

shall not exceed the fair market value
of eqUipment of the same age and con-
di tion at the time of donation.

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

shall not exceed its fair rental value.
(5) The following requirements per-

tain to the recipient's supporting
records for in-kind contributions from
third parties.

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

(ii) The basis for determining the
valuation for personal service, mate-
riaL. equipment, buildings a,nd land
shall be documented.

§ 215.24 Program income.

(a) Federal awarding agencies shall
apply the standards set forth in this
section in requiring recipient organiza-

tions to account for program income

2 CFR Ch. II (1- i --6 Edifion)

rela."Ged to projec"Gs financeÖ iT: whole or
in part wi th Federal funds.

(b) Except as prOVided in para¡rr;i,ph
(h) of this section, program lncome
earned during the project. period shall
be retained by the reCipient and, iii ac-
cordance wJ th Federal awarding agency
regulattons or the terms and condi-
tions of the award. shall be used in one

or more of the ways listed in the fol-
lowing.

(1) Added to funds commi tted to the
project by the Federal awarding agency
and reCipient and used to further eligi-
ble project or program objectives.
(2) Used to finance the non-Federal

share of the project or program.
(3) Deducted from the total project or

program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based.

(c) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)(1) or (b)(2) of
this section, program income in excess
of any limits stipulated shall be used in

accordance with paragraph (b)(3) of
this section.

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

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

(n If authorized by Feder?~i a.warding
agency regulations or the terms and
condi tions of the award, costs incident
to the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.
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19" ~r(J(;t:t:Õf: írorr: t.he sa.lt o~ p!'op=rriy
sÌia.12 Dt handl~c iT. c.(;c.ord.ón~f: vn tt thE:
reqüiT'enien'L~ of rilie Property Stanò-
ardE (seE: ~ 21~_3(: Irhrougl, § 2i~.37).

(h) TjnlesE Federal awarding agellcy
T'egulatiom or the termE and con dii: ori

of thE: award provide otÌierwisE:, recip1-
entE shall Ìiave no oblig:;i;ion i; thE:
Feôeral Government wi 1.11 respect to
prop'am income earned from licenst
feeE and royalties for copyrigrited ma-
terial, patents, patent applications,
trademarks, and inventions produced
under aD award. However, Patent and
Traliemark Amendments (35 U.S,C. 18)
apply to ilventionE made under aTi e):-
perimem:,al, developmental, or research
award.

~ 215.25 Revision of budget and pro-
gram plans.

(ai The budget plan iE the financial
expressioIi of the project or program as
approved during the award process. It
may include either tlie Federal and
nOD-Federal share, or only the Federal
share, depending upon Federal award-
ing agency requiremimts. It shall be re-
lated to performance for program eval-
u",tion purposeE whenever appropriate.

(b) Puecipients are required to report
lieviations from budget and program
plans, and request prior approvals for
budget and program plan revisions, il
accordance with thiE section.

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

(1) Ohange in r,he scope or the objec-
tive of the project or program (even if
there is no associated budget revision

requiring prior written approval).

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

(3j The absence for more than three
months, or a 25 percent reduction in
time devoted to the project, by the ap-

proved project director or principal in-
vestigator.
(4) The need for additional Federal

funding.
(5) The tn,nsfer of amounts budgeted

for indirect costs to absort ilcreases iTJ

direct costs, or vice versa, if approval

iE requirea by the Y'ederal awarding
:;gericy.

§ 215.25

(6~ The 111clus2on, unjE:s~ wa1vbd I.JY
¡:hE: FbÙeY'c.i 3.\va.rding 8.gency. úf c.ús'u.5
th::t lE;quin prior approvai IT accCJla-

arice witb any oj thE: folloVlirg. as ap-
pli¡;::ble
(1) 2 CFR part 220. "OCJS1 PrincipleE

for Educa-Lona,l lnstitui:lOl1S (OM:8 Cir-
cular h-21);"

(ii¡ 2 GFP. part 230, "Cost PriiicipleE
for l~or,-Profit Organiza,i:iolJE (OMB Cir-
cular f_-122);"

(iii) 45 GFP" part 74, Lppendi: E,
"Principles for Determining Costs Ap-
plicable to Research and Developmerit
under Grarits and Contracts with Hos-
pitals;" and

(iv) 48 CFR part 31, "Contract Oost
Pr1ncipleE and Procedures."

(7) The transfer of funds alloi;ted for
training allowances (direct payment 't
trainees) to o-:rier categorieE of e):-
pense.

(8) Unless described in the applica-
tion and funded in the approved
awards, the subaward, tranfer or COil-
tracting out of any work under an
award. This provisioTJ does not apply to
the purchase of supplies, material,
equipment or general support services.

(d) No other prior approval require-
ments for specific items m",y be im-
posed unless a deviation has been ap-
proved by OM::B

(e) Except for requirements listeò in
paragraphs (c)(1) and (c)(4) of this sec-
tion, Federal ::warding agencieE are au-
thorized, at thetr option, to waive cost-

related and administrative prior writ-
ten approvalE required by 2 CFR parts
220 and 230 (OMB Circulars 1'-21 and A-
122) Such waiverE may include author-
izing recipients to do anyone or more
of r,he follOWing.

(1) Incur pre-award costs 90 calendar
days prior to award or mOTe than 90
calendar d2..Ys with the prior approval
of the Federal awarding agency. All
pre-award costE are incurred at the re-

cipients ris1: (i.e., the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the recipient does not receive an awarà
or if the awarà is less tha.n anticipated
and inadequ2.te to cover such costs)_
(2) Initiate a one-t::rr€ ex¡ension of

the expiration dat.e of the award of up
to 12 mODths unlesi: one or more of the
following condi tions appl:y. FOT one-

5j
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:~irn~. e)~í,ensjGnS, -'he recipient :lusr, no-

t: fy l;he Federal a.warding agency in
w~'i ~ing wi tn the supporting reasons
a.nd revised expiration àat.e at least iO
cl;èy~ before ehe expiration da.t.e speci-
fied in the ,1ward. This one-time ext,en-
sion may not be exercised merely for
the purpose of using unobligated bal-
ances.

(i) The terms and condl tions of award
prohibi t the extension.

(il) The extension requires additional
Federal funds.
(Ui) The extension involves any

change in the approved objectives or
scope of the project.

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

(4) For awards that support research,
unless the Federal a.warding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in this
paragraph (e) are automatically waived

(i.e., recipients need not obtain such
prior approvals) unless one of the con-
di tions included in paragraph (e)(2) ap-
plies.
(f) The Federal awarding agency

may, at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such transfers
exceeds or is expected to exceed 10 per-

cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a transfer that would cause any
Federal appropriati on or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.
(g) All other cha.nges to noncol1struc-

tion budgets, except for the changes de-

scribed in para.graph (j) of this section,
do not require prior approvaL.

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

(1) The revision results from changes
iii the scope or the objective of the
project or program.

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

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

(3) 1' revision is desÜ'ed whi 01; in-
volves specific costs for which prior
wri tt.en approval requirements mG.Y he

imposed consistent witli applicable
OIvíB cost principles listed in ~215.27

(i) No ot.ier prior approval require-
ments for specific It,ems may be im-
posed unless a devÜ1tion has been ap-
proved by OMB.

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

construction awards, Federal awarding
agencies shall require reCipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal au th orized funds is expected

to exceed the needs of the recipient for
the project period by more than $5000
or five percent of the Federal award
whichever is greater. This notifcatio~
shall not be required if an application
for additional funding is submitted for

a continuation award.

(1) i;Vnen requesting approval for
budget revisions, recipients shall use
the budget forms tha.t 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 request for budg-

et revisions, Federal awarding agencies
shall review the request and notify the
recipient whether the budget revisions
have been approved. If the revision is
stil under consideration at the end of
30 calendar days, the Federal awarding
agency shall inform the recipient in
wri ting of the date when the recipien t
may expect the decision.

(69 FP. 26281, May 11, 2004, as amended at 70
FP. 51880. Aug. 31, 2005)

§215.26 Non-Federal audits.
(a) Recipients and subrecipients that

are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
(31 U.S.C. 7501-7507) and revised OlVB
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Cl!'Gul.á.r r.;-133, 'f_udll.S Qf Suc.t.8E:.

:'úc;aJ G()"t:rnmenLE. and Norc-F'iufiL úl-
gá.TliZ"..li10nS ),

(bi Stat.e and loea: governments shall
'ue subj ect La the audit requirements
i;ontaineò in the Single Audit Act
1'-iendmems of 1996 (31 Ü.8.C. 7501-
7507; and revised OMB Circula.r 1'.-133,
i P..Uà:it.E of St~tes, Local GovernrrieritE,

and Non-Profit OrganizationE."

(Cj Fo.-profit hospitals not covered
by the audit provisionE of revist:d OME
Circular A-133 shall be subject to the
audit requirements of the Federal
awarding agencieE.

(dj Commercial organizEetionE shall
bt: subject to the audit requirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

% 215.27 Alowable costs.

F'or each kind of recipient, there is a
set of Federal principles for deter-
mining allowable costs. Allowabilty of
costs shall be determined in accord-
ance with the cost principles applicable

to the entity incurring the costs. Thus,

allowability of costs iricurred by State,
lúcal or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of 2
CFF. part 225, "Cost Principles for
State, Local, and Indiar Tribal Govern-

ments (OMB Circular A-B7." The aHow-
ability of costs incurred by non-profit
organizations is determined in accord-

ance with the provisions of 2 CFE part
230, "Cost Principles for Non-Profit Or-
ganizations (OMB Circular A-122)" The
Eellowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with tbe provi-
sions of 2 CFR part 220, "Cost Prin-
ciples for Educational Institutions
(OMB Circular A-21)." The allowabilty
of costs incurreà by hospitals is deter-
mined in accordance witb the provi-
sions of Appendix E of 45 CFR part 74,
"Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals." The allowability of COS¡,s in-

curred by commercial org1iizations
anC t-nose non-profit organizations list-
ed ii, Attachment C to Circular 1'-122 1S

determined in accordance wnn the pro-

§215.29

VIE1()IiS ú~ "CllE: Y60tl"o.J ..L_C(JUiS: Lio!: F..eg-
ui~'GiOi-i CY f_F,,) Cut. 18 CFr~ Pc.T"L 31.

l?t' Fl'. 51880. Lug. 32. ;¿005J

b 215.28 Period of availability of funds.
ìiTnert a funding perioè is specified, "-

recipient may charge to tIie gnmt only
allowable COSLS resulting from obligG.-
tions incurn:è during the funding pe-
riod and any pre-Eeward costs author-
ized by the Federal EewG.rding agency

b 215.29 Conditional exemptions.
(a) OMB authorizes conditiona.l ex-

emption from OMB administrative re-
quirements and cost princlples circu-
lars for certain F'ederal programs 'Nith
statutorily-authorized consolidateè
planning and consolidated adrnistra,-
tive funding, that are identified by a
Federal agency and approved by the
head of the Executive department or
esta-plishment. .A Federal agency shall
consult with OMB during its consider-
ation of whether to grant such an ex-
emption.

(b) To promote effiCiency in State
a.à local program administration,
wben Federal non-entitlement pro-
grams witli common purposes have spe-
ciiic st.atutorily-autriorized consoli-

da.ted planning and consoli!iated ad-
ministrative funding and wbere most of
the State Eegency's resoulces come
from non-Federal sources, Federal
a,gencies may exempt tILese covereà
State-adminisLered, non-en Li tlemenl
grant programs from certain OMB
grants management requirements. The
exemptions would be from:

(1) The requiremenLs in 2 CFR part
225, "Cost Principles for State, Local,

and Indian Tribal Governments (OMB
Circular A-8?)" other -ilian the
allocability of costs provisions that are
contained in subsection C.3 of Appendix

A to that part;
(2) The requirements in 2 CFR part

220, "Cost PrinCiples for Educational
Institutions (OMB Circular .1'-21)"
other than trie allocability of costs pro-
visions that are contained in paragrapb
C.4 in section C of Üie AppendiX to that
pG.rt;

(3) The requirements in 2 CFF. part
230, "Cost PrincipleE ior l~on-Profit OT-

ganiZa¡;10nS (OMB Circular A-122)"
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c,~~her LhD.ll the (1lìocabQi-cy Df ~~osts ¡Jlo-
vi sions ~liat are in pa~a¡;r2.ph P.1 in

section /. of Appendix A to that par~:

(1) The a.dminisr,~ar,jve requirements

provislon5 of part. 215 iOMB Circular A-
UO. "Uniform Administrative Require-
ments for Grants and Agreements wlth
Instl tutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-

tions, ")', and
(5) The agencies' grants management

common rule (see § 215.5).
(c) 'Nnen a Federal agency prOVides

this flexibility, as a prerequiSite to a

State's exercising this option, a State

must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, "Cost Prin-
ciples for State, Local, and Indian
Tribal Governments COMB Circular A-
(7)" and extend such policies to all sub-
recipients. These fiscal and administra-
tive'requirements must be sufficiently
specific to ensure that: funds are used

i~ compliance with aJl applicable Fed-
eral statutory and regulatory prOVi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or its sub-

recipients.

(û9 FR 26281, May 11, 2004., as amended at 70
FE. 51881, Aug. 31, 2005)

PROPERTY STANDARDS

§ 215.30 Purpose of property stand-
ards,

Sections 215.31 through 215.37 set
forth uniform standards governing
management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal avrard.

Federal awarding agencies shall re-
ouire recipients to observe these stand-

;.rds under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own property
manarrement standards and procedures
provided it observes the provisions of

§ 215.31 throug11 § 215.37.

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

~ 21501'31 Insuranee Gover-age.

Recipients shall, ê_t a minimum. pro-
vide t,heequiv3.1ent insurance r;overage

for real property 8.nd equipment, ö,C-
quired with Feòeral funds as prOVided
r,o property owned by ~he reGipient.
Federally-owned property need nor, be
insured unless required by the terms
and condi tions of the award.

§ 215,32 Real property.
Each Federal awarding agency shall

prescribe requirements for recipients
concerning the use and disposi tion of
real property acquired in whole or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall contain
the following.

(a) Title to real property shall vest in
the recipient subject to the condition
that the recipient shall use the real

property for the authorized purpose of
the project as long as it is needed and

shall not encumber the property with-
out approval of the Federal awarding
agency.

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

longer needed as provided in para-
graphs (a) and (b) of this section, the
reCipient shall request disposition in-
structions from the Federal awarding
agency or its succeesor Federal award-
ing agency. The Federal awarding
agency shall observe one or more of the
following disposition instructions.

(1) The reCipient, may be permitted to
retain ti tIe wi thou t further obligation
to the Federal Government after it
compensates the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable to the Federal participation in
the project.
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(.2) The J"ê:cipierll. TI1.2:.:y ll(: d:I'bc.""bC ùG

bel! the propelcY ulicier guidelinef P"C'-
viòed by the Feder;;) a.waròing agency

and pay the F'eder;;J Government for
c'hat percentage of the current fa.u'
market v;;lue of the property at-trio-
u table to the Federal participa.LioTi in
che project (afr.er deòucting ~.ctual anõ
reasonable selling and fix-u:i: e):penses,
if any, from the sales proce:ëds). i,Tnen

Lhe recipient is authorized or requireÕ
~ú sell the propert3', proper sales proce-
dures shan be established that provide
for competi-Lion to the extent prac-
ticable :;nd result in the highest pos-

sihle retur:p.

(3) The recipient may be directed to
transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
cases, the reCipient shan be entitled to
compensation for its actributahle per-
centage of the current fair market
value of the property.

§ 215.33 Federally-owned and exempt
property.

(a) Federally-owned. property. (1) Title

to federally-owned property rema.ins
ves-¡ed in the F'ederal Government. :Re-
cipients shall submit a=ual1y an in-
ventory listing of federally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the award or when the property is no
longer Deeded, the recipient shall re-
port the property to the Federal award-

ing agency for further Federal agency
u tiiiza tiorL

(2) Ii the Federal awarding agency
l1as no furtl-ier rieed for tbe propertj', it

shall be declared excess and reported to
the General Services Administration,
uniess the Federal awarding agency
has statutory authority to dispose of
the property bJ' alternative methods

(e.g., the authority prOVided by the
Federal Technologj' Transfer j-~ct (15
1J.S.C. 3710 (1)) to donate research

equipment to educational and non-prof-
it organizations in :;ccordance with
E.O. 12821, "Improving Mathematics
and Science Education in Support of
the Nationai Education Goals" (57 FE
54285, 3 CFR, 1992 Comp., p. 323)) Lp-
propriate instrucLions shall be issued
co the recipient by the F'ederal award-
ing agerJcy

§ 21S.3i1

OJ._' Lxe7np: pruJ.ieTL1J V,Tn.er; S1G.wU10I'Y

autbo!'ity eXiStlS, "lhc YtderaJ o.v,'aI"ùing

agency has ëhe op-Lion LO veSL citle ëO
propeTCY ac.quired witrJ Feder,"l fUIJdë
in the reCipieTJt wichoui further obhg¡;-

tion w the Federal Government ¡;nd
under conàitions the Federal awarding
agency considers appropriate. SUOIi
property is "exempt propeny " Shoulõ
Ii Federal awarding agericy not estab-
lish conditions, -Litle to exempt prop-
erty upon acquisition shall vest in ÚJe
recipient without further obiigatiOTJ W
the Federal Government.

§ 215.34 Equipment.
(a) Title to equipment acquired by a

reCipient with Federal funci shall vest
in the recipierJt, subject to conditions

of chis secëioD.
(b) The recipient shall not use equip-

ment acquired with F'ederal funds to
provide services to non-Federal outsiàt
organizations for a fee that is less than
priva-Le. companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Federal Governrent retains an
interest in the equipment.

í c) The recipient shall use the equip-
ment in the project or program for
whicb it was acquired as long as need-
ed, whether or not the project or pro-
gram continues to be supported by Fed-
eral funds and shall not encumber the
property without approval of the Fed.
eral awarding agency. '\Vhen no longer
neeàed for the original project or pro-
gram, the reCipient shall use the equip-
ment in connection with its other fed-
erally-sponsored activities, in the fol-
lowing order of priority:

(1) Activities sponsored 'oy the F'eà-
eraJ awarding agency whicb funded the
original project, then

(2) Activities sponsored -oy other Fed-
eral awarding agencies.
(d) During the time that equipment

is used on the project or program for
which it was acquired, the recipient
s-l,all make it available for use on otber
projects or programs if sucll other use
wil not interfere with the work on the
project or program for which the equip-

ment was originally acquired. First
preference for such other use shall be
given to other projects or programs
sponsoreà by the FeàeraJ awarding
agency that firiaDceo the equipmem:;
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;:t'~(_J)nd preference shrd1 be gi-¡icn ~o
p:'oJects or programs sponsored by
other Federal awarding agencies. If the
r.qiiipment is owned by the Federal
Governmen t, use on other 3.ctlvi ties
not sponsored by the Federal Govern-
ment shall be permissible if authorized
by the Federal awarding agency. User
charges shall be treat,ed as program in-
come.
(e) When acquiring replacement

equipment, the recipient may use the
equipment to be replaced as trade-in or
sell the equipment and use the pro-
ceeds to offset the costs of the replace-

ment equipment subject to the ap-
proval of Ghe Federal awarding agency.

(f) The recipient's property manage-
ment standards for equipment acquired
w1th Federal funds and federa.lly-owned
equipment shall include all of the fol-
lowing:

(1) Equipment records shall be main-
tained accurately and shall include the
follOWing inormation.

(i) A description of the eqUipment.
(ii) Manufacturer's serial number,

model number, Federal stock number,
national stock number, or other identi-
fication number.

(ili) Source of the equipment, includ-
ing the awa.rd number.
(iv) v¡rnether title vests in the recipi-

ent or the Federal Government.
(v) Acquisition date (or da.te re-

ceived, if Ghe equipment was furnished
by Ghe Federal Government) and cost.

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

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

(viii) Unit acquisition cost.
(ix) Ultimate disposition data, in-

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

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

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

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

fet8n~~s bet,ween qua,n"Ci~ies dei,er-
mined by the physical inspection and
those shown in t,he accounting records
shan be investigated to determine the
causes of the difference. Tne recipient
~ha.li, in connection with L1ie iiiven-
i,or:\ verify the existence, eurrent uti-
I1zation. and continued need for the
equipment.

(4) A control system shall be in effect
to insure adequate safeguardS to pre-
vent loss, damage, or theft of the
equipment. Any loss, damage, or theft
of equipment shall be investigated and
fully documented: if the equipment 'vtas
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agency.

(5) Adequate maintenance procedures
shall be implemented to keep the
equipment in good condition.
(6) Where the recipient is au thorized

or required to sell the equipment, prop-
er sales procedures shall be established
which provide for competition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the equipment, the equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
reCipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the

original project or program t,o the cur-
ren t fair market val ue of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
quest dispOSition instructions from the

Federal awarding agency. The Federal
awarding agency shall determine
whether the equipment can be used to
meet the agency's requirements. If no
requirement exists within that agency,
the availa.bility of the equipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calenda.r
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cic~.Y~ aiùél i'bi: i-bcip:iE:nl.E rbquesl h.na

thE: fc.l1owiT1g pY.úGbdults sb.h.1J go\'erTi
(1) If SG insúrucl,ed or if dispos" 'Lion

irstructions are not issued wi thiT, 120

c&.lendar Cì&.ys after the recipient's' re-

quest, the recipient shall sell the
equipment &.nò reimburse the Federal
aw:;rciing- agency &.n amount computed
OJ' applying t.o the sales proceeds 1;he
percentage of Federal participatiorJ in
the cost of the original project or pro-

g-ram However, the recipient shall be
permnted to deduct and retain from
the Federal share l50D or ten percent of

¡;he proceeds, whichever is less, for the

recipients selling and handling ex-
penses.

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

(3) If the recipient is instructed to
otherwise dispose of the equipment, the
recipient shall be reimbursed bv the
Yederal awardig agency for such" costs
incurred in its disposition.

(4) The Federal awarding agency may
reserve the right to transfer the title

to the Federal Government or to a
thid party named by the Federal Gov-
ernment when such thid party 1£ otb-
erVl'Ìse eligfble under e,:isting statutes.

Such transfer shaD be subject to the
following standards.

(i) TIie equipment shall be appro-
pri:;tely identifed in the award or otÌj-
erwisf made known to the reCipient in
wri ting

(ii) The Federal awarding agency
shall issue dispositiori instructions
wi thin 120 calendar days after receipt
of a final inventory. Tne firial inven-
tory shall list all equipment acquired
with grant funds and federally-owned
equipment. If the Federal awarding
agency f:;ils to issue disposition in-
structions within the 120 calendar day
period, the reCipient shall apply the
si:anè.:;ds of this section, as appro-
priate.
(iii) When the Feder¡;l awarding

p.,gency eì:ercisef: its right. to LaKE: title,

§215.j6

t.llt bqUìpILeri: sDc.lj ïJf: SULljE:e-i LG tiit

prOV1S10!.1~ i ú~ ic-oéTc:liY-CJ'V,'rJ eè eq U::li-
ment.

~ 215.35 Supplies and other e),:pend-
able property.

(a) Titlt to supplies and other e):-
perida'ole property shall vest iri tht re-

cipien t upori acquisition If thert is a

r€:sidual invenwry of unused suppiies
exceeding :ì500D in tOLal aggregate
value upon termina.tion or completion
of the project or program a.nd the sup-
plies are not needed for any other fed-
erally-sponsor€:d project or program,
the recipient shall retaii the supplies

for use on non-Federal sponsored ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
ernment for its share The amount of
compensation shall be computed in the
same manner as for equipment.
(bj The recipient shall not use sup-

plies acquied witrJ Federal funds to
provide services to non-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-

thorized by Federal statute ¡;s long as
the F'eder¡;l Government retains aI! in-
terest in the supplies

§ 215.36 Intangible property.

(a) Tne recipient maT copyright any
work that is subject to copyrigllt and
was developed, or for whicb ownership
was purcllased, under an award. The
Federal awarding agency(ies) reserve a
royalty-free, nonexclusive and irrev-
ocable right to reproduce, publish, or

otherwise use the work for Federal pur-
poseE, and to authorize others to do so.

(b) RecipientE are subject to applica-
ble regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFP. part 401,
"Rights to Inventions M.ade by Non-
profit Organizations arid Small Busi-
ness Firms Under Government GrantE,
Contracts and Cooperative Agree-
ments. n

(c) The Federal Government has tIie
right to:

(lj Obtain, reproduce, publisIi or oLii-
erwise use the da.ta first produceà
under ar, award.
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~2.i Au~horiz,e others l'o receive. ~epro-
cìuce. publish, or othe:,wise USf: such
cìa,~,a for Federai pu;'poses

(el! (1) 1n addition, in response ;;0 a
F'ff;edom of Information Act (FOlA) re-
quest for ¡"esea-rch data. relating to pub-

lished :'escarcli findings produced under
a.n ,.ward that was used by ~he F'ederal
Government in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
available to the publiC through the pro-
cedures established under the F'OlA. If
the Federal awarding agency obtains
the research data solely in response to
a F'OlA request, the ag'ency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
en ts. This fee is in addi tion to any fees
the agency may assess under the FOlA
(5 U.S.C. 552(a)(4)(A)).

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

(i) Research data is defined as the re-
corded factual material commonly 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 future research, peer re-
views, or communications with col-
leagues. This "recorded" material ex-
cludes physical objects (e.g., laboratory
samples). Research data also do not in- .
clude:

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

eB) Personnel and medical informa-
tion and similar information the dis-
closUle of which would const,itute a
clearly unwarranted invasion of per-
sonalprivacy, such as information that
could be used to identify a particu lar
person in a research study.

(ii) Published is defined as either
when:
(A) Research findings are published

in a peer-reviewed scientific or tech-
nical journal; or

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

:B) A Federal agency publi c)y and of-
:icia,Ìly cites the resea.r~h findings in
support of an agency ac~ion tha.t has
tIie force and effect of ia.w.

liE) Used by the Feder?~l Government
in developing an agency action tha.t
has the force and effect of law is de-

fined as when aii agency publicly ancl
offcially cltes the research findings in

support of an agency action that has
the force and effect of law.

(e) Title to intangible property and
debt instruments acquired under an
award or subaward vests upon acquisi-
tion in the recipient. The recipient
shall use that property for the origi-
nally-authorized purpose, and the re-
Cipient shall not encumber the prop-
erty without approval of the Federal
awarding agency. V\Then no longer need-
ed for the originally authorized pur-
pose, dispOSition of the intangible prop-

erty shall occur in accordance with the
prOVisions of §215.34eg).

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

§ 215.37 Property trust relationship.
Real property, equipment, intangible

property and debt instruments that are
acqUired or improved with Federal
funds shall be held in trust by the re-

cipient as trustee for the beneficiaries

of the project or program under whi ch
the property was acquired or improved.
Agencies may require reCipients to
record liens or other appropriate no-
tices of record to indicate tha.t per-
sonal or real property has been ac-
qUired or improved with Federal funds
and that use and disposition conditions

a,pply to the property.

PROCUREMENT STANDARDS

§ 215.40 Purpose
standards.

of procurement

Sections 215.41 through 215.48 set
forth standards for ase by recipients in
establishing procedures for the uro-
curement of supplies and other expênd-
able property, equipment, real property
a.nd other services ."áth Federal funds.
These standards are furnished to en-
sure that, such materials and services
are obtained in an effective manner
and in compliance with the provisions
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c/ L:ppliGf:ubjf: F8CiE::'á.l si;G.t.Ul.e~, h.nc: e2:-

tCU tive orQers N ú additionaJ procur--
ment standards or I'equir-emenLs sha.ll
DE; imposed by thE: F'eòeraJ awarding
agencies upon I'ecipients, unless spe-
e;ifie;ally requlIeõ by Federal st.at.i,e or
executive order or a.ppro\'eö rJY OMB.

¡ 215.41 Recipient responsibilities.
The standaràs corit.aineè in this sec-

tion do not relieve the recipienL of the
contra.ctual responsiblli ties arising
under its contract(s). The recipient is
the responsible authority, WiLhout re-
course to the Feàeral awardÜig- agency,
regaràing the settlement and satisfac-
tion of all contractual anä admiistra-
tive issues arising out of procurement.s
entereò into in support of an awarò or
other agreement. This includes dis-
putes, claims, protests of award, source
evaluation or other matters of a con-
tractual nature. Matters concerning
violation of statute are to be referred
to sucb FederaL, State or local author-
ii; as may have proper Jurisdiction.

S 215.42 Codes of conduct.
The recipient shall maintain written

standards of conàuct governing the
performance of its employees engaged
in the awarà and administration of
wDt.racts. No employee, officer, or
agent shall participate in the selection,

:;ward, or admnistration of a contract
supported by Federal funds if a real or
a.pparent conflict of interest would be
in volved. Such a conflict would arise
when the employee, officer, or agent,
any member of his or her immeàiate
family, his or her partner, or an orga-
nizaLion whicb employs or is about to
employ any of the parties lridicated
herein, has a financial or ot.her interest

lI the firm selected for an awarã. The
officers. employees, anã agents of the
recipient s~'lall neither solicit. nor ac-
cept gratuities, favors. or anything of
monetary value from contractors, or
parties to su'Dagreements. However, re-

cipients may set stanclaràs for situ a-
tioIl in whicb the fin:;ncial interest is
not subst.anLial or tlie gift iE an unso-
liclted iLerri of Tlorninal vaiuE. The
s'tandards of coriàuct shall provide for

àisciplinan' actions to be applied for
vioia.tions of sucr~ stanãá.rCÏ by .off1-
cerE, employees, or a.gents of the re-
cipient

§ 2 1 5.44

S 215.43 Competition.
Aii procurement transtict.i on:: SIli:i;

be conducted in a manner 1,0 provide.
to t.ht ma):imum ex;:ent practical, opel',
and iree cornpet.ition. The recipient
shall be alert to organizational con-
flicts of interest as well as noncompewl'
tive practices among contractoI'S that
may restI'ict or eliminate e;ompetiLion
or otÌierwise restrain trad€. In order 1,0

ensure objective contractor perform.
ance and eliminate unfair competitive
advantage, contractors that develop or
draft specifications, requirements,
st.atements of work, invitations for
bids anãJor requests for proposals shall
bE: excluàed from competing for sucb
procurements. Awaràs shall be made to
the bidder or offero!' whose bid or offer
is responsive to the solicitation anã is
most advantageous to the recipient,
price, qualit:y anã o-Lher factors consid-
ered. Solicitations shall clearly set
fortb all requrrements that the biàder
or offeror shall iulfiD in order for the
bid or offer to be evaluated by the rE:-
cipient. Any and all bids or offers may
be rejected when it is in the recipient's
int.erest to ào so.

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

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

(1) Recipients avoid purchasing un-
necessary items.

(2) Wnere appropriate, an analysis is
made of lease and purchase alter-
natives to determine whicb would be
the most economical anã practicai pro-
curement for the Federal Government.

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

(1) A clear and accurate description
of tbe technical requirements for the
material, product or service to be pro-

cured. In competitive procurements,
sucb a clescription shaH not contain
features whicb unduly restrict com-
Deti tiOD.
- (ii) Requirements whicb the biààer/
offer-or must. julil and all other fac-

tOTE to be used in evaluating biàE or
proposals.

(ili) A des::riptioTl, whenever prac-
tica.ble, of technical requirements in
tiermE of fUTictions to be perforlTieò o!'
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pe;'f01'T1~UìCe :'8r¡uire.d. inc!uG~nf; t,li8

tange of ,i.cc8j)ta.ÌJle :.ha.racter1sti8s or
rninimum accepta.hle standards.

¡'iv) The specifc features or "brand
name or eaual" descriptions that bid-
ders are required to meet when such
items are included in the solicitation.
tv) The acceptance, to the extent

practicable and economically feasible,
of products and services dimensioned in
the metric system of measurement.

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

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

(1) Ensure that small businesses, mi-
nority-owned firms, and women's busi-
ness enterprises are tised to the fullest

exten t practicable.

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

whether firms competing for larger
contracts intend to subcontract with
small businesses, minority-owned
firms, and women's business enter-
prises.

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

(5) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce's Minor-
it,y Business Development Agency In
the solicitation and utilization of
small businesses, minority-owned firms
and women's business enterprises.

(c) The type of procuring instrumen ts
used (e.g., fixed price contracts, cost re-
imbursable contracts, purchase orders,
and incentive contracts) shall be deter-
mined by the recipient but shall be ap-

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

propria-tie for the parü1eular procure-.

m81ìt :md for promoting the best inter-
est of the program or project involved.
The "cost,-plus-a-percen tage-or-cost"
or "percentage of construction cost"
methods of contracting shall not be
used.

Cd) Cantra.cts shall be made only with
responsible contractors who possess
the potential ability to perform suc-
cessfUlly under the terms and condi-
tions of the proposed procuremen t.
Consideration shall be given to such
matters as contractor in tegrJty, recorà
of past performance, financial and
technical resources or accessibili ty to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by ai;encies' im-

plementation of KG.s 12549 and 12689,
"Debarment and Suspension."

(e) Recipients shall, on request, make
available for the Federal awarding
agency. pre-award review and procure-
ment documents, such as request for
proposals or invi tations for bids, ind e-
pendent cost estimates, etc., when any
of the follOWing coudi tions apply.

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

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

pected to exceed the small purchase
threshold, specifies a "brand name"
product.
(4) The proposeà award over the

small purchase threshold is to be
awarded to other than the apparent
low bidder under a sealed bid procure-
ment.

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

§ 215.45 Co~t and price analysis.

Some form of cost or price analysis
shall be made and document,ed in the
procurement fies in connection with
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every pru~Urerr.iBTlt ~ction. .FlluE: b.D.b.J-
ysu: in~y be accon-ipl::shed iT! V2.riouf.
w¡:ys, mel uding t,ie comparison of
pnce quot.¡:tiüns submit.tE:d, market
pnees anè similar indicia, togetÌier
wi tb discüun ts Cost ana.lysis is the re-
view and evaluation of e::ch element of
cost to determinE: reasori::bleness,
idlocability and allowability.

S 215.46 Procurement records.
Procurement rE:cords and files for

purchases in excess of the small pur-
chase threshold shall include the fol-
lowing at a minimum:

(aj :Basis for contra.ctor selecLion;
(b) Justification for la.ck of competi-

tion when competitive bids or offers
are not obtained; and

(C) Basis for award cost or price.

S 215.47 Contract administration.
.A system for contract administratiOTl

shall be maintained to ensure con-
tractor comol'mance with the terms,
condi tions and specifications of the
contract and to ensure adequate and
timely follow up of all purchases. He-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether coritTactors have met
the terms, conditions and specifica-
tions of the contract.

§ 215.48 Contract provisions.
The recipient sha.ll include, ir addi-

tion to provisions to define a sound and
complete agreement, the following pro-
visions iri all contracts. The following
provisions shall also be applied to sub-

contracts.
Ca) Contracts in excess of the small

purchase threshold shall contain con-
tractual provisions or conditions that
allow for administrative, contractual,

or legal remedies in instances in whicli
a contractor violates or breaches the
contract terms, and provide for sucli
remedial actions as may be appro-
priate.
(b) All contracts in excess of the

small purchase threshold shall contain
suitable provisions for termination b:y
the recipient, including triE manner bJ'

which termiriation shall be effected
and the basis for settlement. In :;dåi-
tion, such contracts shall desciibe con-

åÜions under which the contract may
be '0ermiTiated for defa.ult aE ~ieii 2.8

§ 215.48

Londi I.10JiE V,rH::rf: tht: CúD tI'á.ct D1.áY ÌJE:

;,e,'minat,ed because of circumst.anceö
rJEyond the CUI1Lrol 01 thE: conLr~ctor

(c) EY.cep., as oõherwisE: requiJed OJ'
sLa.tut,e. an award õ:riat requiTes the
Gont,actÜig (or subconi:ra.cting) io,
construction or facil:ii:y improvemenLs
shaD proviäe for the recipient to follow
its own requiremen1s relating to bid
gua.ra.nLE:eS, performance bonds, and
payment bonds unlE:ss the construc-¡ion
contra.ct or subcontract exceeds
$lOG,OOO. For Lhose contracts or sub.
contracts exceeding $100,000, the Fed-
era.l awarding agency may accept the
bonding policy and requirements of the
recipient, provided the Federal award-
ing agency has made a determination
that thE Federal Govermnents interest
is adequately protected. If such a de-
termination has not been made, the
minimum requirements snalJ be as fol-
lows.

(1) _10 bid guarantee from each bidder
equivalent to five percent of the bid
price. The "bid guarantee" shall con-
sist of a firm commitment such as a
bid bond, certified check, or otner nE:-
gotiable instrument accompanyig a
bid 2.S a.ssurance that the bidder shall,

upon acceptance of his biå, execute
such contractual documents as may 'be
required within the time specified.

(2) P. performance bond on the :part of
the contractor for 100 percent of the
contract price. A "performance bond"
is one executed in connection vi1tn a
contract to secure fulfillment of aD L-ie

contractor's obligations under sucn
contract.

(3) A payment bond on the part of the
contractor for 100 percent of the con.
tract price. A "payment bond" is one
executed iri connection witn a contract
to assure payment as required b:y stat-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(4) VI'here bonds are required in t11e
situations described herein, the bonds
shaD be obtained from companies hold-
ing certificates of authority as accept-
able sureties pursuant to 31 CFR part
223, "Smety Companies Doing Business
with the Unit,ed States."

(d) All negotiaLeG contracts (except
those íor less than trie small purchase
threshold) awarded b~y recipients shall
inclQde a provisioD to the effect that
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~he ,ecipient, ühe Federal aw;:rding
agency, the Compl;J'olìer Gene!'al of ~he
United States, or any of their dUly au-
thorized representatives, shall have ao-

cess r.o any hooks, documents, papers
and records or the contractor which are
directly pertinent to a specific pro-
g-ram for the purpose of making audits,
examinations, excerpts and tran-
scriptions.
(e) All contracts, including small

purchases, awarded by recipients and
their contractors shall contain the pro-

curement provisions of appendix A to
this part, as applicable.

REPORTS AND RECORDS

§ 215.50 Purpose of reports and
records.

Sections 215.51 through 215.53 set
forth the procedures for monitoring
and reporting on the recipient's finan-
cial and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
quirements.

§ 215.51 Monitoring and reporting pro.
gram performance.

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

shall prescribe the frequency with
v,Thich the performance reports shall be
submitted. Except as provided in
§ 215.51(f), performance reports shall
not be required more frequently than
quart.erly or, less frequently than an-
n ually. Annual reports shall be due 90

calendar days after the grant year;
quarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple year awards
in lieu of these requirements. The final
performance reports are due 90 cal-
endar days after the expira.tion or ter-
mination of the a.ward.

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

2 CrR Ch. II (1-ì-06 Edition)

i.d) V?~riel1 reqtÜred, perforrnanc.e :-e-
ports shall g-enerally contain, for each

a.ward, brief inío!'mation on ea.ch oî ~he

îollowing.
(1) A comparison of g.etuaJ a.ccom-

plishment.s wi th the goals and o\)jec-
tlves est.ablished îor the period. t,he
findtngs of the investigator, or both.
VVenever appropriate and the output
of programs or projects can be readily
quantified, such quantitatiye data
should be related to cost data. for c:om-
putation of unit costs.

(2) Reasons why established goals
were not met, if appropria.te.

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

(e) Hecipients shall not be required to
submit more tha.n the original and two
copies of performance reports.

(f) Recipients shall immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet the objectives of the
award. Tnis notification shall include a
statement of the action taken or con-
templated, and any assistance needed
to resolve the situation.
(g) Federal awarding agencies ma.y

make site visits, as needed.
(h) Federal avrarding agencies shall

comply witii clearance requirements of
5 OFH part 1320 when requesting per-
formance data from recipients.

§ 215.52 Financial reporting.
(a) The following forms or such other

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

(1) SF-269 or SF-269A, Financial Sta-
tus Report.
(i) Ea.ch Federal awarding agency

shall require recipients to use the 81"-
269 or SF-269A to report the status of
funds for all non construction projects
or programs. A Federal awarding agen-
cy may. however, have the option of
not requiring the SF-269 or SF-2S9A
when the SF-270. Request for Advance
or Reimbursement, or 81"-272, Report
of Federal Cash Transactions, is deter-
mined to provide adequate information
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l.e. rnt;el ~tÆ TiebdE.. e):C5ept. Lh&.t C: iir~b.1

SF -26~ OJ SY-268f_ shall bE: requireo at

Lhe comple-Lion of Llie prOject when ¡;ie
SF -27L it USE:è only for iidn.nùes.

(1ij TiiE; Federal awarding iigericy
sriaU pi'escrlDE: whether Lhe i-epon sÌlii1J
bE; or, a casb or accrual basis. If thE;
Federal awc"rding agency requires ac-
crual llformatiori arià the rE:cipiE:nts
coccounting- records are not normally
Kept on the accrual basis, tIie recipient
shall not be requireà LO convert its ac-
counting system, but shall develop
sucb accrual iriformatior, tbrougb best
estimates based on an analysis of the
documentation or! hand.
(hi) The Federal awarding agency

shall àeterminE: the frequency of the
Financial Status Pueport for each
project or program, considering the
size and complexity of the particular
project or program. However, the re-
port shall not bE: required more in-
quently than quarterly or less fre-
quently than annually. A final report
shall be required at the completiori of
the agreement.
(iv) The Federal awarding agency

shall l'equire recipients to submit the
SF-269 or SF-269A (an original and no
morE: than two copies) no later than 30
days after the end of each specifieà re-
porting period for quarterly and semi-
annual reports, and 90 calendar days
for annual and final reports. Exten-
sions of reporting Gue dates may be ap-
proved by the FeGeral awarâing agency
upon request of the recipient.
(2) SF-272, Pueport of Federal Cash

Transactions.
(i) Virnen funds are advanced to re-

cipients the Federal cowarding agency
shall require eac:h recipient to su-omit

the SF-272 and, wÌieri necessary, its
continuation sheet, SF-2na. The Fed-
eral awarding agency shall use this re-
port to moniT,or casÌJ advanced to re-

cipients anà to o'otaín disbursement in-

formation for each agreement witÌ! the
recipien ts.
(h) Federal awarding agencies may

require forecasts of Federal cash re-
quirements in i;he "Puemarks" section
of the report.

(iii) VrnerJ practical :;nd deemed nec-
essarO', Federal awarding p.gencies may
require recipients to report in the
"Remarks" section tIie amount of cash
E'..ôvaIie:es r5ceived in ex~eSE of thleE

§ 2ì :;.52

D.c.YE. J-~ec:.pien U: s~i(;lj providE: Sl-1()r~

Ylarr2.tivE: e):pl2.Tlf;tic.ns of &.Gtiuns ta.ker,
GO rE:Ôuc;e tIie E:2:LÒ8SS 'IJalancbs.

(,vJ F~eCJpienLS si-ial) rJE: requireè to
SU'OITi.lt not. IT1.0Té than tIiE: origiTla.l and

uwo c;opieE of the SF-27:¿ 15 calendar
days following the end of eiicl quaruer.
Thb Federal awaràing agenc18E may re-
qUlre a mononly report fron: those Tb-
cipieni;s receiving aàvarices totaling $1

million or more per year.
(v) Feàeral awarding agencies may

waive the requirement for submission
of the SF-272 for any ODe of the fol-
lowing reasons:

(A) 'YVhen moni;hly advances do not
exceed $25,000 per recipient, prOvided
i;hat sucll advances are monitored
througÌJ other forms contained in this
section;

(B) If. iTJ the Federal awarding agen-
cy's opinion, the recipients accounting
coni;I'ls are adequate to minimize ex-
cessive FeGeral aàvanceE; or,
(C) Wheri the electronic payment

mechanisms provide adequate data.
(b) Wnen the Federal awarding agen-

cy nE:eds addii;ional information or
more frequent reports, the following
shall be observed.

(1) When additional information is
needbd to comply with legislative re-
quirements, Feâel'al awardig agencies
shall issue instructions to require Tb-
cipients to submit such inormation
under the ":Remarks" section of the re-
ports.

(2) When a Feâeral awarding agency
determines that a recipient's account-
ing system Goes not meet the standards
in §215.21, aâditional pertinent infor-
mation to fU1ther monitor awards may
be obtained upon written notice to the
reCipient until such time as the system
is brought up to standard. The Federal
awarâing agency, in obtaining this in-
fOlmation, sr,all comply with report
clearance requirements of 5 CFP. part
1320.

(3) Federal awarding agencies are en-
couraged to shaâe out a.y line item on
any report if not necessary.

(4) Federal ::warding agencl8E ma~y
accept the identical information from
the recipients in machine readable for.

mat or ùomputer printouts or elec-
tronic outputE in lieu of prescribeã for-
mats.

63
A TT ACHMENTC

.Î r- -- ~,



§215.53

(5; B1eùe:-al ê.,V.a:'Q1ng- agencies ITi:!.y
;Jfovide c.on¡purJer or .qJ~ctronj_c oU"cputs

t,(J :'8cio1ent3 when such expedites or
r-:on Lrlbu t;es r. the accuracy of report-
ing

§ 215.53 Retention and f1eee", require-
ments for records.

(a) This section sets forth require-
ments for record retention and access
to records for awards w recipients.
federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.
(b) Flnancial records, supporting doc-

uments, statisticaJ records, and all
other records pertinent to an award
shall be retained for a period of three
years from the date of submission of
the final expendi ture report or, for'
awards that are renewed quarterly or
annually, from the date of the submis-
sion of the quarterly or annual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
tions are the following.

(1) If any Iitigatlon, claim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tained until all Iltigation, claims or
audit findings involving the records
have been resolved and final a.ction
taken.
(2) P.ecords for real property a.nd

equipment acquired with Federal funds
shall be retained for 3 years after final
disposi tion.

(3) Wilen records are transferred to or
maintained by the Federal awarding
agency, the 3-year retention require-
ment is not applicable to the recipient.
(4) Indirect cost rate proposals, cost

allocations plans, etc. as specified in
§ 215.53(g).

(c) Copies of original records may be
substituted for the original records if
authorized by the Federal awarding
agency.
(d) The Federal a.warding agency

shall request transfer of certain
records to its custody from recipients
when it determines that the records
possess long- term retention value.
However, in order to avoid duplicate
recordkeeping, a Federal awarding-
agency may make arrangements for re-
cipients to retain any records that are
continuously needed for joint use.

2 CrR Ch. II (1 - ì-06 Edition)

(8; Th!: Fr~dera.i a.warding 3.gency, ~he
lnsj)(òctor Gene,al. Comptroller Gen-
era.l of ~Jhe Unit.ed Sta.L8s, or 3,ny of
trieir dujy au ;;horized ,epresen ¡;atives,

fi8.ve the right of timeiy a.nd unre-
strict,ed access to any books. docu-
ments, papers. or otber records of re.
cipients that are pertinent 1.0 the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of such documents. This right
also includes timely and reasonable ac-
cess to a recipient's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
ited to the required retention period,
but shall last as long as records are re-

tained.
(f) Unless required by statute, no

F'ederal awarding agency shall place
restrictions on ,ecipien ts that limit,
public access to the records of recipi-
ents that are pertinent to an award. ex-

cept when the Federal a,warding agency
can demonstrate that such records
shall be kept confidentia.l and would
have been exempted from disclosure
pursuan t to the Freedom of Informa-
tion Act (5 U.S.C. 552) if the records
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)(l)
and (g)(2) of this section apply to the

following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate a,t which a
particular group of costs is chargeable

(such as computer usage chargeback
rates or composite fringe benefit
rates).

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

(2) jf not submitted for negotiation. If
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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ULÚe:: (;ornpuL.(;...~ior) fa!' negotÜ;.tior: pur-
pú.s~s, they; tht 3-Y8B.r retention pt:r:iúc
for the proposal, plan, or other com-
pu cation and j t,E supponmg- ncords
S:l(¡r"'E at r.hE: end o:!' tl'lt fisGaJ yea.r cor
other aCGOuncing period) covereò b:y
Úie proposal, plan. or other compu ca-
tion.

'IE:WYllJ,ATlON f_ND ENFORCEMENT

S 215.60 Purpose of terminI!tion and
enforcement.

SectionE 215.61 and 215.62 set forth
uniform suspension, Lermination and
enforcement procedures.

§ 215.61 Termination.
(a) Awards may be terminated in

whole or in part only ii paragraphs

(a)(I), (2) or (3) of this section apply.
(1) By the Federal awarding- agency,

if 2. recipient mat,erially fails to com-

ply with the terms anõ conditions of an
award.
(2) By the Federal awarding agency

with the consent of the recipient, in
whicli case the two parties shall agree
upon tlie termination conditions, in-
cluding the effective date and, in the
case of partial termination, the portion
to be terminated.

(3) By the recipient upon sending to
the Yeõeral awarding agency written
no¡;iflcation setting fortb the reasons

for such termination, the effective
date, and, in the case of partial termi-
na¡;ion, the portion to be terminated.
However, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or modi-
fled portion of the grant wil not ac-
compliSh the purposes for which tiie
grant was made, it may termina"e the
grant in its entirety under either para-

graphs (a)(l) or (2) of this section.
(b) If costs are allowed under an

a"iard, tbe responsibilities of the re-

cipien t referred to in § 215.71(a), includ-

ing those for property management as
applicable, shall be considereõ in the
termination of the award, anò proyj-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as. appropriate

§ 215.62 Enforcement.
~a) Remeàies fOT 11Oricompiic17ce. If a re-

cipien t mate.ri:;ll y fails ,,0 compl:y wi tD

§ 215.62

tile 'uérn-i~ a.nd 00J.lÒ) 1i(J~.1~ 0: Z"L 2.wá.rè.

vvbe~:ne!. SL:21bcJ lL c. Yeôerc.l S:"E.1Ul.i;,
regul2.tlOT~, ::ssuranCE: i a.ppl1catiOii. 01"

notice of ::Vlarè, the Federal awarding
ageTicy may, in addi tiori tú imposing
any of the speciai conõi-iioris ouëlineõ
iTJ l21:.14, t,al:e orie or mort of tht fol-
lowing actions, as approJjriate iTi the
circumstances.

(1) Temporarilj' withhold cash pay-
ments pending correctlOD of -ihe defi-
ciency by the recipient or more severe
enforcement ac¡;ion by the Federal
awarding agency.

(2) Disallow (tll;.t is, õeny both use of
funds and any applicable matching
credi t for) a1J or part of the cost of trJe
activity or action not iT! compliance.

(3) Wholly or partiy suspend or 'Ler-
minate the current award.

(4) Withhold further award.s for the
projecë or program.
(5) Take otiier Temedies that may 'De

legall:\ available.
(b) HeaTings and appeals. In taking an

enforcement action, the awarding
agency shall provide the reCipient an
opponuniëY for hearing, :;ppeal, or
other aåministrative proceedig to
which the i'ecipient is entitled under
any statute or regulation applicable to
the action involved.

(c) Effects of suspension and teTmi-
nation. Costs of a recipient resulting
from obligations incurreõ by the re-
cipient during a suspension or after
'Lermination of an award are not allow-
a:ole uness the awarding agenc:\ e:r-
pressly authorizes ëhem in tlie notice
of suspension or termination or subse-
quently. Other recipient costs during
suspension or after termina.tion whierJ
are- necessary and not reasonably
avoidable are allowable if paragraphs

(c)(1) and (2) of this sectioI! :;pply.
(1) The costs result from obligations

whicb were -properly incurred by the re-
cipient before the effective date of sus-

pension or t.erminaëion, are not in an-
ticipaëion of it, and in the c~se of a ter-
mination, are noncancellable.

(2:: The costs would be allowable if
Lhe awarõ were not suspended or ex-
pireõ normally at the enõ of the fund-
ing perioõ in whicli the termination
tal:es effect.

(d) ReiCLtionship to deba.rment a 11d sus-
'jÆT,sion. T:ne enforcement remedies
iå.entifieë in ~hiE sectioL. incluãiiig
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::'J:,pe;-S10n a..nd ï,e!'rninai~iori, dú no~,
preciuÖe a recjpiellt ;,um being sub.ieer.
t,o deba.rnieii t and suspension under
KG.s 12519 and 12ô89 and the Federal
iJwarding agency implemen ting regula-
(;ons (see § 215.13).

Subpart D-After-the-Award
Requirements

§215.70 Purpose.
Sections 215.71 through 215.73 cont,ain

closeout procedures and other proce-
dures for subsequent disa,llowances and
adjustm en ts.

§215.71 Closeout procedures,
(a) Recipients shall submit, within 90

caiendar da.ys after the date of comple-
tion of the award, all financiaL. per-
formance, and other reports as required
by the terms and conditions of the
award. The Federal awarding agency
may approve extensions when re-
quested by the recipient.

(b) Unless the Federal awarding agen-
cy authorizes an extension, a recipient
shall liqUidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specifed in
the terms and conditions of the award
or in agency implemen ting instruc-
tions.
(c) The Federal awarding agency

shall make prompt payments to a re-
cipient for allowable reimbursable
costs under the award being closed out.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Federal awarding agency has
ad,ranced or paid and that is not au-
thorized to be retained by the reCipient

for use in other projects. OMB Circular
A-129 governs unreturned amounts that
become delinquent debts.

(e) \lirnen authorized by the terms and

conditions of the award, the Federal
a.warding agency shall make a settle-
ment for any upward or downward ad-
justments to the Federal share of costs
after closeout reports are recei ved.

(f) The recipient shall account for
any real an d personal propert~r ac-
quired with Federal funds or received
from the Federai Government In ac-
cordance with §215.31 through §215.37.

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

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

ar 6.ward, the Federa: 8.\varding agency
sha.ll retain the righr. to recover a.n a.p-

propriate amount after fully consid-
ering the recommendations on dis-
aliowed costs resulting from ¡,he finai
audit.

§ 215.72 Suhsequcnt acljiistmcntR and
continuing rCRponRibilities.

(a) The closeout of an award dues not
a.ffect any of the folìowing:

(1) The right of tlie Federal awarding
agency to disallow costs and recover
funds on the basis of a later audit or
other review.

(2) The obligation of the recipient to
return any funds due as a result of
later refunds, corrections, or other
transactions.
(3) Audit requirements in §215.26.

(4) Property management require-
ments in § 215.31 through § 215.37.

(5) Records retention as required in
§215.53.

(b) After closeout of an award, a. rela-
tionship created UIider an award may
be modified or ended in whole or in
part with the consent of the Federal
awarding agency and the recipient,
provided the responsibilities of the re-

cipient referred to in pa.ragraph (a) of

this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as appropriate.
(69 FR 26281, Ma.y n, 2004, as amended at 70
FR 51881, Aug. 31, 2005)

§ 215,73 Collection of amounts due.
(a.) Any funds paid to a recipient in

excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms and condi tions of
the award constitute a debt to the Fed-

eral Government. If not paid within a
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs

. (a)(1), (2) or (3) of this section.
(1) Making an administrative offset

against other requests for reimburse-
ments.

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

(3) Taking other action permi tted by
sta.tute.

(b) Except as otherwise provided by
law, the Federal awarding agency shall
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clU.irgf: iTI1éres: or:
c.~Gol'Qá.rio::; WltÌ:
'Yeder2.1 Cl2.1mS

2.1', overdue deiJ1. i1:
~ CF? Ch2.pLe:' II,
Collectwil St2.nQ-

h.!"ds. "

f.PPENDlX f_ Tú P 1.1'5 21t'CúNTI.f.CT
PP.DVlSlONS

All cont.n..C"LS, awarded oy a l6clpient JD-
cluàing sn1~iJ yurchG.se~, shali COn1.G.lI: r,nt
íúUowing- prov¡sionS ê.E c.ppljcê.ole:

1. Equal Employment Opporiuniiy-f.ll con-
tracts shall conLaln a proyision requiring
compli:;nce wii;h E.O. 11246, "Equai Employ-
ment Opportunity" (30 FE 12319. 12935, 3
CFR. 196L-1965 Comp., p 339), as amendeõ by
E.O li375 , "Lmending Executive OrÕer li246
Relating to Equal Empioymen~ Oppor-
i;unit:y," and as suppl emeDted bJ' regul:;tions
at 41 CFF. part 60, "Office of Federal Can.
tract Compliance Programs, Equ:;l Employ-
ment Opportunity, Department of Labor."
2. Copeland "Anii-Kic!;òack" Aci (18 V.S.G.

8N and 40 V.S.C. 276c)-f.ll contracts and sub-

grE.nts in excess of $2000 fOT construction or

repair awarded by recipients and sUÌlreclpi-
entE shall include a provisioT. for compliance
wi¡;h the Copeland "l.nti-Y..ckback" Act (lB

U.S.C. 874)., as supplementeõ by Department
of Labor TegulE.tiom (29 CFF. pa,rt 3, "Con-
tract,ors :;nd Subcontractors on Public Build-
ing or Public Worio Fin:;noed iL Whole or in
Part by Loans or Grants froID the United
States"). The Act provides that each con.
tractor or subrecipient shall be prohibited

from ÌIiducing, by any meE.US, any person
employed iL the constTuctioil. completion, or
repair of public work, to gjve up any part of
the compensa-cion to which he is otherwise
entitled. The recipient shall report all sus-
pected or reported violE.tions to the F'ederal
awarding agency.
3. Davis-Bacon Act, as amended (40 V.S.G.

276a to a-7)-Whei: required by Federal pro-
gram legislation. :;lj consuruction contracts
eiwaråed by the TecJp.ient~ and 5ubrecipients
oj more i;hari $2000 shall ii:clude 2. provisioi:
for compliance witt, the Davi5-Bacoi: Act (40

U .b.C 2762. to a-7) and as supplemented by
Department of Labor regulations (29 CFF.
part 5, IlLaba!' St.andards Plovlsion~ Applica.-
ble to Coi:tracts Governing Federally Fi-
nanced :;nd Assisted Consi:uction"). Under
this Act. contractors shall be required to pa.;y

wages to 1aborerE and ITiecha.nics at a rat,e
not less thE.ri the minimum wages specified
in 2. wage deuerminatloD made by the Sec-
retaIJi of La-boT. In adàition, contra.ciors

s:naU be required t. pay wages not leSE than
once 2. week. The recipient shaD plaCE 2. copy

of T.ht current pi'evaiEDg w~gE: determina.tion
issued b;y the Departrrient. of Labor i. eacb
soiicita.tior. :;nè the E.ward of 2. contract shall
be conditioned upori 'Ghe acceptance of t.h€
wag€: det.e:r:n1ina.T.ion. The reclp.ient shalj rB-

PL 215, App. A.

JJ01'1. ::-1J -,SuspbCLeG ,ûr reporLBd --VJ.oi£¡i.l(jn~ L,(;
(,lJ!: F t.àeraJ c.wardinr a.genc:y

A, Cùniract Won: HOUTS and Suleiy SianciuTcL!;-
AC¡ (40 U.S.C. 327-33Jj-Where appJicabit ",U
(;on"Lra.ct~ a.wardecJ by Tecipìent~ iT; exc:ess 01.
i20Dú fo!' c;onst.ructiOIi contracts &onc ir: e):-
ces~ of :t25Dú for other cont.ac'Lf, tha.t invoj;¡~

the E:rnploymeni oj mechanics or la.lJorers
sIialJ include ¡" provisior, for complianCe wltli
sectIons 102 and 107 of the Contract Work
Hours anò Safety Standa.rds Act (40 V.S.C.
327-333ì, :;s supplemented by Department of
Labor regulations (2& CFF. p:;" 5). Under sec-
tion 102 of the Act. eacb con tractor shall be
required to oompu te the wages of every me-
chanic and laborer on the basis of a stanlÌarÕ
work wee.k of 40 hours. Wor.k iri excess of the
standard work week is permissible provided
that the worker is compensat,ed at a rate of
not less thaTi p;, times the basic r:;te of pay
for alj Iiours workeò in excess of 40 hours in
the worio weeK. SectioD 107 of the l_ct is ap-
plicable to construction worio and provides
that no laborer or mechaio shall he requied
1; work in surroundings or under working
conditions which are iian1¡ary. hazardous
or dangerous. These requiements do not
apply ¡;o the purchases of supplies or mat,e-
rials or articles ordinarily :;vailable on the
opeD market, or contracts for transportation
or transmission of intellgence.

5. Right. to inventions Made UndeT a Con-
tract or Agreement-Contracts or agreements
fOT the performance of experiniental. devei-
opmental, or rese:;rch WO!'K shall provide for
the rights of the Fsderal Government and
the recipient in :;n,' resulting invention in
accorlÌance witb 37 CFP. part 401, "P_ights to
lnvent,ions Made by Nonprofit Organizations
and Small Busiiess Firms Under Go-verT!-
IDent Gra.inE, Contracts and Cooperative
Agreements." and :;n;y impleIDenting regula-
i;iOns issued by the awarding agency.

6. Clean Air Act (42 V.S.C. 7401 et seq-i and

ihe Federal Water Poliution Control Act (33
U.S.C. 1251 et seq-i, as amended-Contraci;s
arid subgrE.nts of amounts in excess of
$108,000 slialJ contain a provision that re-

quires the recipient to agree to comply witi-.
all applicable standards, oTÕers or regula-
tions issued pursuant to the Clean Air Act
(42 V.S.C. 7401 et seq.) and the Federal WE.Ler
PollutioJ¡ Control f.ct as amended (33 U .S.C.

125J et seq.). Violations shall be reported to
tiie Federal awarding agency and t,he Foe-
gionaJ Offce of the Environmen¡;aJ Protec-
tiori Agenc,' (EP f.).

7. Byrd Anti-Loòbying Amenament (31 U.S.C
J 352)-Contractors who a.ppl;y or bid for :;ri
E.ward of $100,000 or more shall file the re-

quireã certification. Each t1er certifies to
r.he tier abOVE th&,t it. wilJ not a.nà has not
used Federal appropri:;ted funlÌs tc pa,' an,'
person or ol'ga.riizatlor: ior infiuencing or at.-
tempting to influence aL officer or employee
of a.y &,ency, a mernbe!" of Congress, officer

or empJoyeE: of Oongress. 01' 2.1: employeE: of E.
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Pt. 220

i-i(-:mì)cr of Congn~ss in c:O:1nection wjti; Jil-
~a:nlng ~i.ny fieòe:"al c.ont!'act, g:-ant or- any
:)the.r awa.l'd ~ov~red by 31 D.S.C. 1352, Ea.ch
"Ier shal1 also disclose any 10 bbying 1'1 th

non- Federal funds that taires place in :;on-
Ilectlon with obt~-inin¡; any Federal ",ward.
Such disclosures are forwarded from tier to
t.ler up to r.he recipIent.
ß. Debarment and Suspension (KO.s 12519

and 126B9)-A contract award wi th an
?mount expec\'ed \'0 equal or exceed ~25.000

and certain other contract awards (see 2 CFR
IBO.220) shall not be made to par\;les listed on

the government-wide Excluded Partles List
System, In accordance with the OMB gulde-
lines at 2 CFR part lBO that implement E.O.s
12549 (3 CFR. 19B6 Comp.. p. lB9) and 126B9 (3

CFR, 19B9 Comp.. p. 235), "Debarment and
Suspension." The Excluded Parties List Sys-

tem contains the names of parties debarred,
suspended. or otherwise excluded hy agen-
cles, as well as parties declared ineligfble
under statutory or regulatory authorft~'
other than E.O. 12549.

f69 FR 262Bl, May 11, 2004, as amended at 70
FPv 51B79, Aug. 31, 2005J

PARTS 216-219 (RESERVEDJ

PART 22G-COST PRINCIPLES FOR
EDUCATIONAL INSTITUTIONS
(OMB CIRCULAR A-21)

Sec.
220.5 Purpose.

220.10 Scope.

220.15 Policy.
220.20 Appllcabllty.

220.25 OMB respons1bilties.
220.30 Federal agency responsfbflities.
220.35 Effective date of changes.
220.~0 Relationship to previous Issuance.

220.~5 Information contp.ct.
APPENDIX A TO PART 22G-PRINCIPLES POR DE-

TERMDHNG COSTS ApPLICABLE TO GRANTS.
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.S.C. 503; 31 U.S.C. 1111; 41
U.S.C. 405; Reorganization Plan NO.2 of 1970;
E.O. 11541. 35 FR 10737, 3 CFR, 1966-1970, p.
939.

SOURCE: 70 FR 51BB1. Aug. 31, 2005. unless
oth erwise not,ed.

~ 220.5 Purpose.

This part est,ablishes principles for
determining costs applicable to grants,
con tracts, and other agreemen ts wi th
educational institutions.

2 CFR Ch. II (ì - i -06 ëdirion)

~ ~2(J.l() Scope.

ThE' principles in this pari deal with

the subject of cost determination. and
make no a.ttempt to identify the cir-
cumstances or dict3.t,e the extent of
agency and institutional participation
in the financing of a pa;"ticIJ lar project.
Provision for profit. or other iJ1Crement.

above cosl Is ou tside the seope of this

pa.rt.

§ 220.15 Policy.
The prinCiples in this part are de-

signed to provide that the Federal Gov-
ernment bear its fair share of to tal
costs, determined in accordance wi th
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies a.re not ex-
pected to place additiona.l restrictions
on individual items of cost. The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as to their
scope. implementation, and interpreta-
tion.

§ 220.20 Applicabilty.
(a) All Federal agencies that sponsor

research and development, training.
and other work at educational institu-
tions shall apply the prOVisions of Ap-
pendiX A to this part in determining
the costs incurred for such work. The
principles shall also be used as a guide
in the pricing of fixed price or lump
sum agreements.

(b) Each federal agency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associat,ed with an
educational institution shall require
the FFPvDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 99.

§ 220.25 OMB responsibilties.
OMB is responsible for:
(a) Issuing and maintaining the guid-

ance in this part.
(b) Interpreting the policy require-

men ts in this part and provi ding assist-

ance to ensure eÏfective and efficient
implementation.
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CIRCU~AP NO. A-122
R8vised May 10, 2004

TO THE HEADS OF EXECUTIVE DEPF.PT!v1ENTS AND EST?_BLISH!v1ENTS

SUBJECT: Cost Princip18S for Non-Profit OrgarLizations

1. Purpos8. This Circular estatlishes principles for determining costs of
granLs, contracts and other agreements wi ~h non-profit organizations. It does
not apply to colleges and universities which are covered by Office of Management
and Budget (01V1B) Circular A-21, "Cost Principles for Educational Institutions";
State, local, and federally-recognized Indian tribal governments which are
covered by 01V¡B Circular A-87, "Cost Principles fo-i State, Local, and Indian
Tribal Gove.rnments"; or hospitals. The principles ãre designed to provide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limtations on individual cost elements by Federal agencies. Provision for
profi t or other increment above cost is outside the scope of this Circular.

2. Supersession. This Circular supersedes cost principles issued by individual
agencies for non~profi t organizations.

3. Applicability.

a. These principles shall be used by all Federal agencies in. determning
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimursement contracts, and other contracts in
which costs are used in pricing, admnistration, or settlement. All of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which an organization is not required to account to the Federal
Government for actual costs incurred.

b. All cost reimbursement subawards (subgrants, subcontracts, etc.) are
subj ect to thöse Federal cost principles applicable to the particular
organization concerned. Thus, if a subaward is to a non-profit organization,
this Circular' shall apply; if a subaward- is to a commercial organization, the
cost principles applicable to commercial concerns shall apply¡ if a subaward is
to a college or 1111i versi ty, Circular 1'.-21 shall apply; if a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87
shall apply.

------=-
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~. N~n-~~~fi: ~~~ian~za~ion mearis ~~y ~0=;J:)r~ti.c)n, -_.~~.
~:r)'.";)-era',_jV'2, :)r :):.i-i~~ J:'ga~:.zat.iai.i ;,.ir:i::l"j:
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=~~.a:'j ~.-=dL.:.~1 ~)r- .similar pur?cses in :.he ;::\.:tli2 2-~-:er-es:';

is operated primarily f~r
. . "..

sc:::er.:..::;::c i eClUC2:'': :ií.~.~., S-S':-~l-=Co:.: i

(2; is not organized primarily for profit; and

(:~) uses its net proceeds to maintain, improve, andíor e;:pand :. '~s
operôU.ons. For this purpose, the term "non-profit organization" excludes ~i.ì
colleges. and universities; (ii) hospitals; (iL) State, local, èl:1d federal!.y-
recognized Indian tribal governments; and (iv) those-
non-profit organizations which are excluded from coverage of th is Circular in
accordance with paragraph 5.

b. Prior approval means securing the awarding agency i s permission in
advance to incur cost for those items 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 budget constitutes approval of that cost.

5. Exclusion of some non-profit organizations. Some non-profit organizations 

i

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-profi t organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment C. Other organizations may be added from time to time.

6. Responsibilities. Agencies responsible for administering programs that
invol ve awards to non-profit organizations shall implement the provisions of
this Circular. Upon request, implementing instruction shall be furnished to
OMS. 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 OMS within 30 days
of the date of this Circular.

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

Attachment A - General Principles

Attachment B - Selected Items of Cost

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

8. Requests for exceptions. OMS 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. Effective Date. The provisions of this Circular are ef:fecti ve irrediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization i s next fiscal year. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in
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GEiqE2AL PR INC: P~ES

TanJ~: of Con:.en~s

?. Ba::i(: C:Gy¡side~~d:.ior.s

J.. C:ornpositj_or: oÍ t.~)~ál. :~osts

2. factors a ffecting aiiowabili~y OT costs

').~ . Reasonable =osts

4. Allocable costs

5. Applicable credits

6. Advance understandings

7. Condi tional exemptions

B. Direct Costs

C. Indirect Costs

J)

P.':Tfì,CHMENT 'P.

Cj.rcu:ar No. t~- ~¿¿

D. Allocation of Indirect Costs and Determination 0: ~ndirect Cost Rates

1. General

2. Simplified aEocation method

3. Multiple allocation base method

4. Direct allocation method

5. Special indirect cost rates
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1\T:.b,,:~~"JjEi'1'"' 1-.

:i~c~J.ar No. A-J..~¿

~~¡\!E:kAl, ?l~IN:= P~E3

A 8~s~.c C~ns:de~a~i0n~;

1. Campú:ji:.i.()ri of ;-.r)~aj ::r;3t..~,. The :'Jtal cos~ :.: ar~ av.12:'d oJ_."" thi= S:Jni ~)J~

~:h,:: ;j.:~.~)\..able di:-e::t and ó.J.i'Jl:;able indi:;~::t ~os:~s ).'=SS any app.;..1.cat):!e sTe¿its.

F'ac-~0rs affecting aJ_~owabili~y of costs. T8 be
mee~ ttl0 f~J,lowing gerie=al ~~j.te=ia:

a:J.0wable iinder ar¡

ëJv.ir- 1;"11 '";ost.s must

a. Be reasor¡able for ~he pe~iorrriance ~~ :he aw~=d arid t)~ aJ.J.ucat)J.0
t h'2 re trj U ndi;~ r th~ se prine .i.plie 5 .

b. Con form t() ~ri y 1 irrij_ ta ti_ons ~r ex c Ius i()DS set f 0 r t h ir; the ~¡e
pr incj.¡:les or in the ai-iar.d as to types 'Jr amount of C~)st items.

c. Be consistent with polieies and procedures that apply uniformly
to both federally-financed and o~her activities of the organiza~ion.

d. Be accorded consistent treatment.

e. Be determined in aecor-dance ..ii th genera~ly accepted accounting
principles (GAAP).

f. Not be included as a cost or used to meet cost sharing or
matching requirements of any other federally-financed prog.:am in either the
current 8r a prior period.

g. Be adequately documented.

3. Reasonable costs. 1\ cost is reasor,able ir, :n its nature or amount,
it does not exceed that which would be incurred by a p:udent person under the
circumstances prevailing at the time the decision was made to incur the costs.
The question of the reasonableness of specific costs must be scrutinized wi th
particular care in connection wi th organizations or separate divisions thereof
which receive the preponderance of their support from awards made by Federal
agencies. In determining the reasonableness of a given cost, consideration
shall be given to:

a. Whether the cost is of a type generally recognized as ordinary
and necessary for the operation of the organization or the performance of the
award.
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PAGE .....La__. OF ..s~__ PAGES'.
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g~rJE:re:~iy ac-csp:.sd SC..uiid DusiT1i=ss p:a.:::.isss, &.rrrs lerig-:t ba:cg~ir:~ng, FS.~-2':e:~ ë.Ii-:i
S:"ó'L2 lav.'s ana =-~gL.lëL~Ons, Cind -:ernis anc coridi.:.ion.s cf :.ni= à\,'.¡ë.rd.

_. WhE~n~r ~he individ~21~ concerneo aci~d w~th ~~uaenc~ ~n ~he
c~rcum5~~Dse~ i consid~ririg tlJEir ~esponsibilities to ~n~ Gig2nizatio~ J its
ITl=Trlers, empl(.YE:~5, arid clii2nts, t.fi= public at ..õrge, end th;: FE:oErë:l

GüvernrrierJt.

è. Sign':ficeint deviat.ions froin tri~ establisnE:d prêicr.iCE:5 of thE:

ú:cganization vlÌJich lTay unj ustiiiably incrE:asE: tÌie awëird costs.

4. Allocable costs.

a. A cost is allocable to a particular cost objective, such as a
grant, contract, proj ect, service, or other activity, in accordance with the
relative benefits rE:ceived. A cost is allocable to a Federal award if it is
treated cons~stently with other costs incurred for the same purpose in like
circumstances and if it:

(i) i s incurred specifically for the award.

(2) Benefits both the award and other work and can be
distributed in reasonable proportion to the benefits recei ved¡ or

(3) Is necessary to the overall operation of the organization,
al though a direct relationship to any particular cost obj ecti ve cannot be shown.

b. Any cost allocable to a particular award or other cost obj ecti ve
under these principles may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or by the terms of
the award.

5. Applicable credits.

a. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expense items that
are allocable to awards as direct or indirect costs. Typical examles of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemni ties on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government either as a cost reduction or cash refund, as appropriate.

b. In some instances, the amounts received from the Federal
Government to finance organizational acti vi ties or service operations should be
treated as applicable credits. Specifically, the concept of netting such credit
items against related expenditures should be applied by the organization in
determining the rates or amounts to be charged to Federa.l aviardsfor services
rendered whenever the facilities or other resources used in providing such
services have been financed directly , in whole or in. part, by Federal funds.

c. For rules covering program income (i. e., gross iI:icome earned
from federally-supported activities) see Sec. __.24 of Office of Management and
Budget (OlvJB) Circular 1',-110, "Uniform Admnistrative Requirements for Grants and
Agreements i.'i th Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations."
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_,. .".dvari:'~, 'Jrid",r:;:.aridings. Undsr an''' ;i ven awar:l, t:--= reas8~ai:leness and
OJ. ..',::ai). ~.i.'~y of ::",::'~iÜn i:.ems úÍ cos;:s may :)'2 ::if::i::ult ::0 ::et'2::mine. This is
pa~:i:u. arly true i~ ~onne::tion wi;:h nrgani=ations that re::e1ve a preponderanc'2
. n ':ri" ~.l: .'èlppOr'~ f r:im Feder ill d gen::1 es . 111 :irder -co avoid 3ubseque!1":
jl5~11owance or dispute based on unreasonableness or nonallocability, i:: is
r;;o~'è;'l :J'è3:.rable ':0 seek a ':ir.ir:en agreement 'viith the cognizant or av/arding
agency in advan~e of the incurrence of special or unusual ::osts. The absence of
aTI iJdvilnCE: ag::eemen': on any element of cos": will not, in j.tself, affect ;:he
~~dsona~j.erle33 or allocability of that eiem~nt.

.,
C:ondi ':ional exemp::ic;n3.

a. ()tolB authorizes candi cional exemption f:om OMB ad.inistrati ve

requirements and cost principles circulars for certain Federal programs wi:!1
s:-.atu,:orily-authorized consolidated planning and consolidated administrative
funding, that are identified by a Federal agency and approved by the head of
the E:xecu ti ve department or est.ablishment. A Federal agency shall consul t ~ii th
()MB c1uri ng its consideration of vihether to grant such an ex.emption.

b. To promote efficiency in State and 
local program administra:ion,

i-ihen Fede ral non-anti tlement programs with common purposes have specific
s::atutor ily-authorized consolidated planning and consolidated administrati ve
funding and where most of the State agency i s resources come 

Írom non-Federal

sources, Federal agencies may exempt these covered State-administered, non-
enti tlement grant programs from certain OMB grants management requirements. The
exemptions would be from all but the allocability of costs provisions of OMB
Circulars fl,-87 (1'.ttachment A, subsection C. 3), "Cost Principles for State,
Local, and Indian Tribal Governments," 1',-21 (Section C, subpart 4), "Cost
Principles for Educational Institutions," and A-122 (Attachment 1'" subsection
A.4), "Cost Principles for Non-Profit Organizations," and from all of the
administrati ve requirements provisions of OMB Circular A-llG, "Uniform
Administrati veRequirements for Grants and .n,gl~eements dth Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations," and the
agencies i grants management common rule.

c. When a Federal agency provides this flexibility, as a

prerequisite to a State's exercising this option, a State must adopt. its own
vJritten fiscal and administrative 

requirements for expending and accounting for

all funds, which are consistent with the provisions of OMB Circular A-87, and
extend such policies to all subrecipients. These fiscal and administrative
requirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and funds are
not be used for general expenses required to carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

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

8 ATTACHMENT ..... ..._.......
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COJIE~stently applied tc all ~inaJ COST objsc~i'l~S.

~ Tiie cost of certain act~vities ar~ not 211owabl~ as charges to Federal
ê'v¡2.rd.s ! .sE:~ J for example, :=undrë.isirig costs in lJë.1:eigraph J. 7 oí A:.t.d.CrirrLl:TJt E;.
However, even t.I-ougtJ -:hese costs arE: uncllo"'ablE: for purposes of computiriQ
charges to Federal awards i they nonetheless must bE: treat.ed as direct costs for
purposes of detE:rmiriing indirect cost rates and be allocated their s.hare of the
organization's indirect costs if they represent act.ivities which (1) include t.he
salaries of personnel, (2) occupy space, arid (3) beriefit from the organization's
indirect costs.

4. ThE: costs of acti vi ties performed primarily as a service to members i
clients, or the general public when significant and necessary to the
organization's mission must be treated as direct costs whether or not allowable
and be allocated an equitable share of indirect costs. Some examples of these
types of acti vi ties include:

a. Maintenance of membership rolls, subscriptions, publicat.ions,
and related functions.

b. Providing services and information to members i legislative or
administrati ve bodies, or the public.

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

f. Administration of group benefits on behalf of members or
clients, including life and hospital insurance', annuity or retirement plans,
financial aid, etc.

C. Indirect Costs

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

2. Because of the diverse characteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in all situations. However, typical examples
of indirect cost for many non-profit organizations may include depreciation or

9
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d r: ~,: ':) ~J n 1: .~. n g .

~. lnd~rect =os~s 3hall be ~lass:.fied wi~~in ~WG b=aad =atego=ies:
" :-'(j C.J. .;.~. t..1. e s II and "?dmi ri2.s L.J~ a:. J. on. II "?a .::i J. i "L~ e s" is de fined. as den!'€!ci at iOL 3.nd
u!:;e cl.d owances on buildings, equipment and capital improvement, in':e:!est em ::et)t
a~,c;()c:jated wj.th certain buildings, equipment and capital improvements, and
:)pera::j.ons and maintenance expenses. "l',dmÜiistration" is defined as general
adriÜnistration and general expenses such as the director 1 s office, accountÜ,g,
personnel, library expenses and all other types of. expenditures not listed
sp~)cif:i.cally under one of the subcat.egories of "Facili t.ies" (including cross
alloc:atj.ons from o'eher pools, where applicable). See indirect cost rate
repo~tj.ng requirements in subparagraphs 0.2.e and 0.3.g.

~. Allocation of Indirect Costs and Determination of Indirect Cost Rates

l. General,

a. Where a non-profit organization has only one major function, or
where all its major functions benefit from its in.direct costs to approximately
the same degree ,the allocation of indirect costs and the computation of an
indirec'e COS1: rate may be accomplished through simplified allocation procedures,
as described in subparagraph 2.

b. Where an organization has several maj or functions which benefit
from its indirect costs. in varying degrees, allocation of indirect costs may
require the accumulation of sDch costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base 

which best

measures the relative degree of benefit. The .indirect cos'es allocated to each
function are then distributed to individual awards and other acti vi ties included
in that function by means of an indirect cost rate (s) .

c. The determinatj.on of what constitutes an organization i s major

functions will depend on its purpose in being; the types of services it renders
to the public, its clients, and its members; and the amount of effort it devotes
to such activities as fundraising, public information and membership activities,

d. Specific methods for allocating indirect costs and computing
indirect cost rates along with the conditions under which each method should be
used are described in subparagraphs 2 through 5.

e. The base period for the ailocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization i s fiscal year but, in any event, shall be so selected as to avoid
inequi ties in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization iS maj or functions benefit from its

indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by (i) separating the organization's total costs for
the base period as either direct or indirect, and (ii) dividing the total
allowable indirect costs (net of applicable credits) by an equitable

10 fT--'C~~EÑ-;E:-
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~s~c ~G d~s:ribu~~ ~ÐG2r8C: cos~s ~0 ~ri~~\-ia~2~ awarc~. Tt~ ~5~e should b~
-:zprE:.sSE:G ë:.: 'the lJE:r~en~eigE: vÚ.ilCI. tfiç t.0:"c.1. c.Itt0Unt (;f c.ilüi.i2.blE: iridi~ect cost..:

~~~r5 ~D ~he base s~~ec~ed. Th~s nie~hod sDoLld 21sc b~ usee WriS!~ an
C2:-ge.L_za~iol; Ìië.: úr.:~Y one rrtóJor £unc-:iori erjcompas.sing e: Tiuro.ber Cjf ind.:,\riduôl
~:Gj~sts or ac~ivi~~e£, and may be used WlJE~~ ~h~ level of FEde~al awards to an
G~gaDiza~iorJ is rela~ively small.

~. Both the direct costs and ~h~ indirect costs st1211 exclude
capi~2l expenditures and unallowable costs. However, unallowable COSLS which
represent aC'(i VL ties musi: be included in :.he direct costs under the conditions
described in subparagraph B. 3.

c. The distribution base rr~y be total direct costs (excluding
capital expenditures and other distorting items, such as major subcontracts or
subgranLs), direct salaries and wages, or other base which results in aD
equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of Attachment B.

d. Except where a special rate (s) is required in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the organization. If a special rate (s) is required,
appropriate modifications shall be made in order to develop i:he special rate (s)

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

3. Multiple allocation base method

a. General. Where an organization i s indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated in~o
separate cost groupings, as described in subparagraph b. Each grouping shall
then be allocated iridividually to benefitting functions by means of a base which
best measures the relative benefits. The default allocatio:a bases by cost pool
are described in subparagraph c.

b. Identification of indirect costs. Cost g~oupings shall be
established so as to permit the allocation of each grouping on theb'asis of
benefits provided to the major functions. Eac.h groupingshall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified wi thin the tvlO broad cateç¡Ories:
"FaciE ties"and."AdministratioÌl," as described in subparaçiraph C. 3. The
indirect cost pÓåls arèdefined as follows:

heading are the
improvements to
accordance wi th
'allowances") .

(1) Depreciation and use allowances. The expenses under this
portion of the costs of the organization 'sbuildings, capital
land and buildings, and equipment which are computed in .
paragraph 11 of F.ttachment B ("Depreciation and use

ATTACHMENT ----D......--.--
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(3; Opera':ion ånd maintenance ezpenses. The expenses u~de=

'~":,.s rl'?'Jding are :-hose t(;.:': have ::een incurred for ::be administration,
opera:i~n, ma~n:eriance, preserva':ion, and pr~tec::ion of the organization's
;:hysical plan':. They include expenses normally incurred for such items as:
jiJlië,ori.aJ. and utj.lity services; repairs and ordinary or normal alterati)ns c,f
nUl1.::ings, furniture and equipment; care of grounds; maintenance and opera:i()lì
of buildings and other plant facilities; security; earthquake and disaster
pr.eparedness; environmental safety; hazardous waste disposal; property,
1 lability and ü~her insurance relating to property; space and capital leasing;
facility planning and management; and, central receiving. The operation and
maintenance expenses category shall also include its allocable share of frinae
benefj t costs, depreciation and use allowancei, and interest costs.

(4) General administration and general expenses.. The expenses

und~r this heading are those that have been 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
organi za tion. This category shall also include its allocable share of fringe
benefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. Examples of this 'category include central
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.

In developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staff, project supplies, project publication, telephone toll charges,
computer costs, travel costs, and specialized services cost.s shall be treated as
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pooled clerical staff should normally be treated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

c. Allocation bases. Actual conditions shall be taken into account

in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions. The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs to cost
obj ectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that manner. iiThen the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which 

produces

results that are equitable to both the Federal Government and the organization.
The distribution shall 

be made in accordance with the bases described herein

unless it can be demonstrated that the use of a different base would result in a
more equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The results of

12
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Depr2cia~ion aDd USE a~~owances. Dep~eci~~io~ and use
~,~~~wances ~z~~n~~s st~ll b~ ~iiocated in tìie ~oiiowing mann~!:

(ai Deprec~ation or use allowances on buildings used
Ezclusi vely iI, tn", conduct of a single funci:ion, and on capi ":âl improvements and
eqiJiprnent used in su~b build::ngs, Shëii be 2'ssigried to that function.

(b) DeprEciation or use allowances on buildings used for
more than one function, and on capi tâl improvements and equipment used in such
buildings, shall be allocated to the individual functions performed in each
building on the basis of usable square feet of space, excluding common areas,
such as hallways, stairwells, and restrooms.

(c) Depreciation or use allowances on buildings, capital
improvements and equipment related space (e. g., indi viàual rooms, and
laboratories) used jointly by more than one function (as determined by -ihe users
of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

(i) the employees and Qther users on a full-time
equivalent (FTEI basis or salaries and wages of those individual functions
benefi tting from the use of that space; or

(iil organization-i,,.de employee FTEs or salaries
anà wages applicable to the benefitting functions of the organization.

(d) Depreciation..or usE: allowances on certain capital
improvements to land, such as paved parking areas '. fences, sidewalks, and the
like, not included in the cost of buildings, shall be allocated to user'
categories on a FTE basis and àistributed to major functions in proportion to
the salaries and wages of all employees applicable to the functions.

(2) Interest. Interest costs shall be allocated in the same
manner as the àepreciation or use allowances on the buildings/equipment and
capi tal equipments to which the interest relates.

(3) Operation and maintenance expenses. Operation and
maintenance expenses shall be allocateà in the same manner as the depreciation
anà use allowances.

(4) General administration and general expenses. General
administration and general expenses shall be allocated to benefitting functions
based On modified total direct costs (MTDC) i as described in subparagraph D. 3. f.
The expenses included in i:his category could be grouped first according to major
functions of the organization to which they render services or providebenehts.
The aggregate expenses of each group shall then bep,llocated to benèfittingfunctions based on MTDC. . . .

d. Order of distribution.

11) Indirect cost categories consisting of depreciation and
use allowances, interest, operation and maintenance, and general administration

13 AIT AC:HMENT.'t.n___
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..~:I.~; ~ ~.:Ó ~,,~!q:)~:j.~;~: -:l:Ju.i.ci ~)::; CJlloca ~ed i.:-i. :he :.;:-der jete~TTl:.ned tc ::1i:: m.OS:.
~nDr~Dr~a~e by the ()raaniza~ion. When =r~3S allocation of costs ~s rr~de as
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(2) NarmaiJ.yl an j.ndi~e=: C8St catego~y wiJ.2 be considered
cJ ~sed once it has been allocated to oë.her cost object~ves, and costs shal:' not
hL! :O,Ji)seqven":.: yallocated to it.. However, a cross allocation of costs between
=w~ or more i~di~ect. costs categories could be used if such allocation will
result in a more equitable allocation of costs. If a cross allocation is used,
;:n approprj.ate modification to the composi 'cion úf the indirecc cost Ci: tegor.i.es
,~ )-equ.i;:"~d.

e. Application of indirect cost rate or rates. Except where i:
special indir~ct cost rate(s) is required in accordance with subparagraph D.5,
the separate groupings of indirect costs allocated to each major funct ion shall
be aggregated and t::eated as a common pool for that function. The costs in the
common pool shall theri be distributed to individual awards included in that
function by use of a single indirect cost rate.

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
benefits, 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 or subcontract). Equipment, capital
expenditures, charges for patient care, rental costs and the portion in excess
of $25, 000 shall be excluded from MTDC. Participant support costs shall
generally. be excluded from ¡V¡TDC. Other items may only be excluded ",¡hen the
Federal cost cognizant agency determines that an exclusion is n.ecessary to avcid
a serious inequity in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be

determined for each separate indirect cost pool developed. The rate in each
case shall be stated as the percentage which the amount of the particular
indirect cost pool is of the distribution base identified with that pool. Each
indirect cost rate negotiation or determination agreement shall include
development of the rate for each indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration," as described in
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: (i) General
administration and general expenses, (ii) fundraising, and (iii) other direct
functions (including proj ects performed under Federal awards). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone expenses, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base most appropriate
to the particular cost being 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 --- "-'~'TI~'ê~~'ËÑT ....~.~m..__...
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(;"'.:hE:.r 2.:::~Vl"ty. ,!'';-iS r.)¿.ses rn.e.5L bi: e-S::C.b~~Sri=a if: 2.c::úrdc.r~cf: vii':.1: ~-E2S0nablE:
c~i~2ria i anb D~ s0ppürt~d by cur~~n.t da~2. TIiis rne:.hod ~s cCJrn1-iã"CiL1E: v;:. tL '.ÌlE:

.s~ãricië:l.ci.: of l-cc0Ufj:-i!!g arid FiLancië.l F-.epú:c-:irig :0:: Volun:'õl'Y HSè).. -Ci1 end vJel£ãrE:
0~g¿ni Zbt~ODS issuat J oin~ly by ~D~ N~~io~~i Hs~l~ì¡ Council, Ine., the National
Ass~r~ly üf Vclunt2ry H~al~h and Socie=l ~el£~!e Organization~, anc thE Uni~ed
vJ2~,i ú£ PJflé!:ic2.

r Und~r ~his method, indir~ct costs consist exclusively of g~Deral
a~niListia"Ci0n and g~n~ral expenses. In ~ii oLliE! r'espec~sJ ~h~ orgaiiizatioD i S
indirect cost raLes shall bE: comput.ed in the same manner as that òescribed in
subparagrapI- 2.

5. Special indirect cost rates. In some insLancesl a single indirect
cost rate for all activities of an organizatior, or for E:acb major function of
the organization may not be appropriate, since it would not take into account
those different factors which rrßY substantially affect the indirect costs
applicable to a particular segment of work. For Uiis purpose, a particular
segment of work may be that performed under a sinç¡le award or it may consist of
work under a group of awards performed in a common environment. These factors
may include thê pbysical location of the work, the level 'of admnistrative
support required, the nature of the facilities or other resources employedi the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When a partiCUlar segment of
work is performed in an environment which appears to generate a significantly
different level of indirect costsi provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and thé
separate indirect cost rate resulting therefrom should be usedi provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 21 3, and "4, and (iil the volume of work to
which the ráte would apply is material.

E. Negotiation and Approval of Indirect Cost Rates

1. Definitions. 1'.s used in thi.s section, the follovÜng terms have the
meanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for anon-profit organization on
behalf of all Federal agencies.

b. Predetermined rate means an indirect cost rate i applicable to a
specified current or future period, usually the organization i s fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. A
predetermiri~d fate is not subject toadj ustrrænt.

c.
characteristics
estiIl,ated costs

carr ied :forward

Fixed rate means an indirect cost rate which has .the samE:
as a predetermined ratei except that the differencebety.een the
and the actual costs of the periodcoveredby the rate is
as an adjustment to the rate computation of a subsequent period.

d. Final rate means an indirect cost rate applicable to a specifi.ed
past peri?d which is based on the actual costs of the period. A final rate is
"not subj eet to adjustment.

15 I
ATTACHM ENT .......D:.--:--

. -. -\ l- '. ,....



:~i-.;'.C, applie:abi,, to e. speCc.;:2.7~cJ ;)~::i:)d ,.il',:;.':,: :CS US":'e) fo: funding, :.:-:e::.:n,

::'~'j.mbu::semen::, and reporti-ng i:-dire:::. :::)::~_". ej:¡ a\.¡¿~rds ;iending :rl'2 e'3t:Ciblishmen-e.

a fj.rial :a~e fa= ttie peri8d.

e. j:"~~)\¡i~j_CJrId..;. ::ëì.:.e D~ :::i.::._j_ij'j~~ ::a-:..:;2 !1jl:;an~ a -:_r;=ml~)~:)r¿.~y ..:..~.i_.rr-.'.-:t

f. :ndi.re::': ::OS1: ;):-O;:~),¡Ci~. means :.he do:::imentation pre;:a::~d by an
'.J:~qanjzaë.i')r: -:~) substan':.i.aë.2 j.ts ~:l.airn for e:IB reimbursement of i.ndi::ect casts.
Tt i s proposal provides the basis for the review and negotiation leading to :.he
,:.s':ë.b.ìishm~.nt oÍ an organization i 3 indi:;ec': cost rate.

g. Cos:: objective meaDS a function, organizational s~ibdivision,

contract, grant, or other work unit for whi::h cost data are desired and for
v.fhj.cl' ,)rovisio:- is made tc.' ascumulate a;id measure :.he :ost of p::o::essBs,
proJects, jobs and capitalized projects.

2. Negotiation and approval of rates.

a. Unless different arrangements are agreed to by ~he agencies
concerried, 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 benefit and computer charge-out ratès. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a maj or long-term shift in the dollar volume of the
Federal awards to the organization. All concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it "Till be accepted by all Federal agencies. When a
Federal agency has reason to believe that special operating factors affecting
its ay.¡ards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates are negotiated, notHy
the cogni zant agency.

b. A non-profi t o::ganiza':ion whidi has not previously established

an indirect cost rate wi th a Federal agency shallsubmi t its initial indirect
cost proposal immediately after the organization is advised that 

an award will

be made and, in no event, later than three months after the effective date of
the award.

c. Organizations that have previously established indirect cost

rates must submit a new indirect cost proposal to the cognizant agency wi thin
six months after the close of each fiscal year.

d. A predetermined rate may be negotiated for use on awards where

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

e. Fixed rates may be negotiated where predetermined rates are not

considered appropriate. A fixed rate, however, shall not be negotiated if (i)
all or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-Federal ~ork at the organization is too erratic to permit an equitable
carry-forward adjustment; 

or (iii) the organization i s operations fluctuate

significantly from year to year.

f. Provisional and final rates shall be negotiated where neither

predetermined nor fixed rates are appropriate.
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b~ r~S('lV8d in ac~ord6ricË wi~h th~ ap~e2ls pro:edu~e5 of ~h~ cognizant agency.

i. Tú HiE:
agencies in connec~ion
assistance as required

extent that proDlems ar~ encountered among the
with the negotiation and approval process, OMB
to resolve such problems in a timely manner.

Federal
will lend
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30.
3l.
32.
33.
34.
35.
36.
37.
38.
39.
40.
4l.
42.
43.
44.
45.
46.
47.
48.

.Advertising and pubJ.j.c ~ela~j.ons =~s~s
Advisory counc~ls
Alcoholic beverages
Audit costs and related se~vice5
Sad deb::s
Bonding cos"ës
Communication costs
Compensation fo~ pe~s0nal servi2es
Contingency provi5io~s
Defense and prosecution of ~~iminiJl and civ~l 8ro2e~dinqs, claims, appeais
and patent infringement
Depreciation and use allowanc~s
Donations and contributions
Employee morale, health, and ¡.i'?lfare costs
En tertainment costs
Equipment and other capital expendi ;:ures
Fines and penalties
Fund raising and investment management cOStS
Gains and losses on depreciable assets
Goods or services for personal use
Housing and personal living expenses
Idle facilities and idle capacity
Insurance and indemnification
Interest
Labor relations costs
Lobbying
Losses on other sponsored agreements or contracts
Maintenance and repair ccsts
Materials and supplies costs
Meetings and conferences
Memberships, subscriptions, and professional activi~y costs
Organization costs
Page charges in professional journals
Participant support costs
Patent costs
Plant and homeland security costs
Pre-agreement costs
Professional services costs
publication and printing costs
Rearrangement and alteration costs
Reconversion costs
Recruiting costs
Relocation costs
Rental costs of buildings and equipment
Royalties and other costs fo~ use of patents and copyrights
Selling and marketing
Specialized service facilities
Taxes
Termination costs applicable to sponsored agreeTI~nts
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al~.QwaDiJ.j.-y of cer~aj.r¡ items ~f ccs~. These p=iri=iples ap;:.) whe~rie: a cas: ..~
~~'ea~ed as dJ.rect ~r iridire~t. r~~lure to men~ion a particular ~.~em of =05: is
i-io~. .;.nt~~nd~d tÜ impJy 'cr-Idt ::..t i.s unalll:ìv.ìabJ.e; ~:-ather, ~jetf~~m.ina~j.oL as --.../
a~..j,0wabi~.i:y in ea~n case stiouJ.d be based ~n ttie ~~sa~me~~ 8r pr~_ri~.ip~es
prr)vJ jed £0: similar or ~'e:a~ed i~ems of cost.

1 Adve=::sing and public relations costs.

a. The te;:m adverti.sirig sosts means :he casts of ad-Jer-cising media ci:ij
~;o~~,illàry adm:'.nistrative costs. Advertising mecU.a in::ludl2 magaz;.nes,
ne\tispapers, radio and television, direct mail, exhibits, electronic or compute;:
transmittals, and ~he like.

b. The te::m public relations includes community relaL.ons and means these
acti vi ties dedicated to maintaining the image of "che non-pro£i t organi zation or
maintaining or promoting understanding and favorable ::elations with the
communi ty or public at large or any segment of the public.

c. The only allowable advertising costs are those which are solely for:

(1) The recruitment of personnel required for the performance by the
non-profit organization of obligations arising under a Federal award (See a130
Attachment B, paragraph 41, Recruiting costs, and para~raph 42, Relocation
costs) i

(2) The procurement of goods and senrices for tiie pe:do::manc:e of a
Federal award;

(3) The disposal of scrap or surplus materials acquired in the
performance of a Federal a\rJard except ",hen non-profit organizations a~o
reimbursed for disposal costs at a predetermined amount; or

(4) Other specific purposes necessary to meet the requirements of
the Federal award.

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 to
specific activities or accomplishments which result from performance of Federal
awards (these costs are considered necessary as part of the outreach ef~ort for
the Federal award); or

(3) Costs of conducting general liaison with news media and
government public relations officers, to the extent that such acti vi ties are
limi ted to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, etC.

20 ---~TI ACHMENT ..~~....._.....

PAGE ..2&___ OF ..5~.. PAGES



~. CGS:=S :C.::E:L-::":;lc:C :"L SliDr..2::¿jg~ar-r~.:- c ãric: 0 ;' ,:y.!cu:-2:ec: ÍGr TII02:i= ':rJ.2.r.
sponsürsd wc~j: ~nd o~ji~r work Gf ~h~ Don-p=0~i~
::I-JE: e):::-:n~ ::1"2:' -:hf: pi:--=rJ":':pl-:.s iL l-.-:-CàcI-rnen: 1:,

or+ F~d2r¿1 aw~=d 0: f0~ bO~I2
Ci~gêL': zat:ior~,

r-'crõgrapL.~ B.

e-::~ 2.~lOWë.I-1E: to

'~Di:-ss~ CGS~~") aDd:. ~"IDd~r~c~ ~os~s'/) 2r~ oLs~rved.

f. Unallo~¡abl~ advertising ~rid putlic r~i~llüns cases iilcludE ~t~
Ícllúv,iing:

(1) 1'_12 advertising and public relations costs othE:r i:han as
specified in sUbparagraphs c, d, and E:;

(2 ) Costs of meetings, conventions, convocations, or other events
related to oi:her activities of the non-profit organization, including:

(a) Costs of displays, demonstrations, and exhibits;

(b) Costs of meeting rooms, hospitality suites, and other
special facilities used in conjunction with shows and other special events; and

(c) Salaries and wages of employees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

(3) Costs of promotional items and memorabilia, including models,
gifts, and souvenirs;

(4) Costs of advertising and public relations designed solely to
promotè the non-profit organization.

2. Advisory Councils

Costs incurred by advisory councils or commttees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost where
allocable to Federal awards.

3. Alcoholic beverages. Costs of alcoholic beverages are unallowable_

4. Audit costs and related services

a The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular 1',-133, "Audits of States, Local
Governments, and Non-Profit Organizations" are allowable. 1',lso see 31 USC
7505(b) and section 230 ("Audit Costs") of Circular A-133.

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

c. The cost of agreed-upon procedures engagements to monitor subrecipients who
are exempted from A:-133 under section 200 (d) are allowable, subject to the
conch tions listed in A-133', section 230 (b) (2) .

A i-,iCHMENT.,.. .£).__,.. u__21



c' r: ). :: j :iq :' r:cim unc,!.;. e c ~ aD ~.e d C;c0un';s and u:.ne: ::;." j.lT:S , re -' a c. ed c'J:: c. e:; -: _. -::!, :::):3';::,
brid ~~.:_dted ~egaJ. =8stS, are una:lowabJ.e.

;.J,dj 'jI"7~D.'=S. ::.~ ~ d ~t.;~c "'::: , j.:-e ~ uc!.J. i:~~ ~_ rJ~:';3L.~::~ v!:-~':-i '_~ ~1;:; ~.. a~: -: ".16 ~ CJ: ':1:::' :.Tía'~ :':' ...j

(J, !j~)nding: :::)St3.

ëi. ?'onrlinq cos:.s arise vrhen ';ie Federal Gove~nmen:. requires assurance

B,:!ain3: financial loss to itself or others by reason of :.he act or default of
crie nori-profit organization. They arise also in instances where the non-p~~~:
(JrqCif¡J ::a;:ion r,,:oui.res similar assurance. Included are such bonds as bid,
p,,:rformarice, payment, advance payment, infringemen:., and fidelity bonds.

b. ~osts of bonding required pursuant to the ':erms of the award are
aU.ovJable.

c. Costs of bonding requir:ed by the non-profit organization in the
general conduct of its operations are allowable to :.he extent that such bondiGg
is in accordance with sound business practice and the rates and premiums ar~
reasonable under the circumstances.

-,. Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, electronic or computer
transmi ttal services and the like are allowable.

8 . Compensa~ion for personal services.

a. Definition. Compensation :for personal services includes all
compensation paid currently or accrued by the organization for services of
employees rendered during the period of the award (exceptàs otherwise provided
in subparagraph h). It includes, but is not limited to, salaries, wages,
director's and executive committee member's fees, incentive awards, fringe
benefits, pension plan costs, allowances for off-site pay, incentive pay,
location allowances, hardship pay, and cost of living differentials.

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

(1) Total compensation to individual employees is reasonable for the

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

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

c. Reasonableness.

(1) When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for employees
on federally-sponsored work will be considered reasonable to the extent 

that it

is consistent with that paid for similar work in the organization's other
acti vi ties.

(2) When the organization is predominantly engaged in federally-
sponsored acti vi ties and in cases where the kind of emp1öyees required for the
Federal activities are not found in the organization's other activities,
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d. Special considerations in de~~rmin~rJg aiiowa~ility_ C~r~2iD
condi tions require speciàl consiaerction and J-,ossible li.mi i:a:ions iT, c:ei:ermining
ccsi:s under Federal awards where amounts or :ypes of compensation appear
unrE:2.sorleiblE:. p.JTlong such conditior.s eYE: th,E: £úllo'v11.ina:

(1) Compensation to memr.Jers of non-profit organizations, trustees,
directors, ëssociates, officers, or the immediate families thereof.
Determination should be made that such compensai:ion is reasonable for the actual
personal services rendered rather i:han a distribution of earnings in excess of
costs.

(2) Any change in an organization i s compensation policy resulting in
a substantial increase in the organization 's levE:l of compensation, particularly
when it was concurrent with an increase in the ratio of Federal awards to other
acti vi ties of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

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

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

(l) When necessary to cope v.' themergencies r such as those resulting
from accidents, nat.ural disasters, breakdowns of equipment, or occasional
operational bottlenecks of a sporadic nature.

(2) When employees are performing indirect functions i such as
admnistration, maintenance, or accounting.

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

(4) When lower overall cost to the Federal Government will resul t .

g. Fringe benefits.

(1) FIinge benefits in the form of regular compensation paid to
employees during periods of authorized absences from the jOb,such as vacation
leave, sick leåve J military leave J and thèlikeiare allowable,providedsuch
. costs are absorbed by all organization acti vi ties in proportion to the relative
amount of time oreffÖrt' actually devoted to eacb~

(2) Fi.ingebenefits in the form of errp16yer coiitributions or
expenses for social security J employee insurance, wory.men's compensation
insurance, pensiQTlplancosts (see subparagraph h), and the like, are allowable,
provided such. benefits are granted in accordance with established written
organiZation policies. Such benefits whether treated as indirect costs or as
direct c:ost"s ,shallbe distributed to particular awards and other activities in

n I ..-r A f-~~ Ái:i-i.,.'t)
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,.:;¡ .'" i =':-O?;.5.LOnS fa:: a ::eserïe unde:: a self-insurance p::::g::arr
,'.cJ! ',inernploymeni: c::rnpensat.Lon 0:: wori:ers i co;;perisati::n are alla,-;abJ.e ,,0 :.he

ez:ent that the provisions represent ::easonable estimates of the liabili:ies for
sue¡- .:;omperisation, and the types of ::overage, ex':ent of coverage, and :ca::es and
premiums would have oeen allowable had insurance been purchased to cover the
risf:s. Hoviever, provi.sions for sel£-insured liabilities which do not b'?some
paYdbJ e for more than one year after the provision is made shall not ex::eed the
p::e3enL value of the liability.

(b) irhere an organization £0110'-ls a consistent policy D;:

ei:pensing cJctual payments to, or on behalf of, employees or former emplDyees br
unemployment compensation or ,-rorkers' compensation, such pa:imien':'s are dllo"Jcible
in the year of payment vJith the prior approval of the awarding agency, provided
they are allocated to all activities of the organization.

(4) Costs of insurance on the lives of trustees, offi¿ers, or other
employees 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 beneficiary are unallowable.

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
(including transportation to and from work) is unallowable as fringe benefit or
indirect costs regardless of whether the cost is reported as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by
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 discriminatory;

(c) The cost assigned to each fiscal year is determined in

accordance with generally accepted accounting principles (GAAP) 

, as prescribed

in Accounting Principles Board Opinion No. 8 issued by the American Insti tuteof

Certified Public Accountants; and

(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 quarter of the year to which
such costs are assignable are unallowable.

(2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93-406) are
allowable. Late pa)mient charges on such premiums are unallowable.
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ccst r~duction, or ei~ici~D~ perf'GrmanCE, suggestion awa~ds, s~fe=y aW2~asl
E:1:c., are allowablE: 'LO Ü1E: E:):t:ent i:hat i:hEo overall compensêcior: i.: òet:erminE:d 1:0
be reasonable and such costs are paid or accrued pursuant co an agreement
en::erE:d in':o in good fai i:h J:et:v-'eeD 1:he crganizatior, and t.he employees before -:Je
services were rendered, or pursuant to an eS1:ablished plan followed by the
organi zation so consistentl y as to imply, in effect, an agreement 1:0 maJ-e such
payment.

J-. Severance pay.

(1) Severance pay, also commonly referred to as dismissal wages, is
a payment in addition to regular salaries and wages, by organizations to workers
whose employment is being terminated. Costs of severance pay az:e allowabl e only
to the extent that in each case, it is required by

(a) law,
(b) employer-employee agreement,
(c) established policy that constitutes, in effect, an implied

agreement on the organization's part, or
(d) circumstances of the particular employment.

(2) Costs of severance payments are divided into two categories as
follows:

(a) Actual normal turnover severance payments shall be
allocated to all acti vi tíes; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is. reasonable in light of payments actually made for normal
severances over a representative past period, and if amounts charged are
allocated toaJl. activities of the organization.

(b) Abnormal or mass severance pay is of such a conjectural
nature that measurement oÍ costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However r the
Federal Government recognizes its obligation to participate, to the extent of
i tSÍair share, in any specific payment. Thus; allowabili ty will. be considereçJ
on a case-by~case basis in the event or occurrence.

(c) Costs incurred in certain severancepa~i påc1:åges (commonly
known as "a golden parachute" payment) which are in an. amount in excess of the
normal severance pay paid by the organization to an employeeupbn termnation of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of r the organization i s assets are unallowable.

(d) Severance payments to foreign nationals employed by the
organization outside the United States¡ to the .extent that the.... a......moÌlnt exceeds
the customary or prevailing practices for the organization il1tJ;éUnitedStates
are unalloi"iable, unless they are necessary for the performance of Federal
programs and approved by awarding agencies. -.' .

(e) Severance payments to foreign nationalS employed by the
organization outside the United States due to the termination of the foreign
J)ati,c:llalas~.r~sult of the closing of r or. curtailment of activities by, the
organizationin'dic::t couritry, are unallowable, unless they are necessary for the
performance of Federal programs and approved by awarding agencies_
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m. 3up~o~: ~f salaries and ~lages.

! i! Charges ~0 awards for salaries and wages, wne~ner treated as
d_ ~~=~ ::05:5 or indirect costs, w~ll be based on documented payrolls approved by
~ ~e5ponsible official i s) of the organization. The distribution of salaries and
wåges to awards must be supported by personnel acti vi ty reports, as prescribed
¡,: sUbparagraph (2), except VJhen a substitute system has been approved if.
,./citi.ng by the ::Dgnizant agency. (See subparagraph E.2 of F.ttachment 1'..)

:2, P.ep0rts re::le::tir.g tÌle distribution of activity of each ~rr(;lT)'e(=

must tJe maintained for all staff members (professj.onals and nonprofess.ional::;¡
ilihose compensation is charged, ir. whole or in part, directly to awards. :; ri
add;. tion, in order to support the allocation of indirect costs, such reports
mus~ also be maintained for other employees whose work involves two or more
functions or activiU.es if a distribution of their compensation between such
functi.ons or acti'ji.ties is needed in the determination of the organizati.on's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
acÜvities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these requirements must meet the following
standards:

(a) The reports must reflect an after-,the-fact determination

of the actual activity of each employee. Budget estimates (i.e., estimates
determined before the services are performed) do not qualify as support for
charges to awards.

(b) Each report must account for the total activity for which

employees are compensated and which is required in fulfillment of their
obligations to the organization.

(ci The reports must be signed by the individual employee, ~)r

by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activi"Cy
represents a reasonable estimate of the actual work performed by the employee
during the periods covered by the reports.

(d) The reports must be prepared at least monthly and must

coincide with one or more pay periods.

(3) Charges for the salaries and wages of nonprofessional employees,
in addition to the supporting documentation described in subparagraphs (1) and
(2), must also be supported by records indicating the total numer of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSP,) (29 crR 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 requirements on awards must be supported in the same manner as salaries
and wages claimed for reimbursement from awarding agencies.

9. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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The :'=2:R \'con-::.nger~,::y :~5ervE/ ezcluoE:s sE:~f-2-J~su::a.nce rese:-ves
?ë:Cóg::apns S.g. r3¡ a.nc ¿¿.c(2) ~:d)~i; pensi.or: fUfJd5 (seE: põróg:-ap.l
for normal sev~rance ~a~¡ r S~~ p2ragraph 8.1:.;

5~E: A~~a =hnien~ E /
8.:'): and reserves

10. úef(;nse and prosE:cuLiorJ of crimin2.1 and civil procE:E:O-,rig.:, claim.::, appeal.:
and patent infringement.

õ. Definitions.

(1) Conviction, as used herein, means a judgment or a conviction of
a criminal offense by any court of competent jurisdiction, whether entered upon
as a verdict or a plea, including a conviction due to a plea of nolo contendere.

(2) Costs include, but are not limited to, administrative and
clerical expenses; the cost of legal services, wÌiether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organization to assist i t;costs of employees, officers
and trustees, and any similar 'costs incurred before, during, and' after
commencement of a judicial or adrnistrati ve proceeding that bears a direct
relationship to the proceedings.

(3) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, (ii) acts
that constitute a cause for debarment or suspension (asspeciiied in agency
regulations), and (iii) acts which violate the False Claims Act, 31 D.S.C.,
sections 3729-3731, or the Anti-Kickback Act, 41U.S.C-, sections 51 and 54.

(4) Penalty does not include restitution, reimursement, or
compensatory damages.

(5) Proceeding includes an investigation.

b .(1) Except as otherwise described herei,n, costs incurred in
connec'ion' \áthany criminal, civil or- admnistrative proceeding (including
filingo:È. a false certification) commenced by the Tederal Government, or a
State ,local or foreign government, are not. allowable if the proceeding: (1)
relates to a violation of, or' failure to comply váth, a Federal, Sta.te, local or
foreign sfåtute or regulation by the organization (including i tsagents and
employees)" and (2) results in any of the following dispositions:

(a) In a criminal proceeding, a conviction.

(b) In a civil or administrative procèeding involving. an
allegat.ion of fraud or similar misconduct, adefermhiation of organi?ational
liabili ty.

imposit ion of
(c) In the case of any civil or administrative proceeding, the

a monetary penàl ty .

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

ATTACHMENT_..u..t.._m--~.""-: r- r . -27



.1' ~j.vi~l~":l ~:J: d(.~f(li.J.": l:Y: TedSGr; ~f 0 :.i:'.C.j.ò"'=:LCir: r'" :2iju:-?
:: :'~7nl. ~ ~:' V.I':"_;; d ~. a'vJ () ~~

.:.~ ~~'.) . a'. .: ') l""¡ .

r" 'l \.1.) (J n a "'le.

!eJ j~ dispositiori by ~07isen~

res~l:~d ir anv of ttie dj.sposi~i8ns

.".l: :;l:mpramisei .-
described in (ö"

;:he ac:ti.Qn

(oj, rci or

,i,J

r 2, J: f more :.tian one proceeding involves -:he same a:J.egeò
mi sc~nduct, the costs of all such proceedings shall be unallowable if anyone of
:.heni :~.;,:uj.'~s i:', :jne of tÌle d::s!xJsiti:ins shovrn in subparagraph b. (1).

". = f ¿; p::8ceed:.ng referred ::0 in subparagraph b is commenced by the

!"'2dlc.'i:al (;()'ernmeni: and is resolved by consent or compromise pursuant ~o an
agr ~ement entered into by the organization and the Federal Government, then :h~
costs incurred by the organization in connection with such proceedings that are
otherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

d. If a proceeding referred to in subparagraph b is commenced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceedings, if such authorized official
determines that the costs were incurred as a result of (1) a specific term or
condition of a federally-sponsored award, or (2) specific written direction of
an authorized official of the sponsoring agency.

e. 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;

(2) Payment of the costs incur;:ed, as alloviableand allocable costs,
is not prohibited by any other provision (s) of the sponsored award;

(3) The costs are not otherwise recovered from the Federal
Government or a third party, either directly as a result of the proceeding or
otherváse; 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 maybe appropriate. Such percentage shall not exceed 80
percent. However, if an agreement reached under subparagraph c 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.

f. Costs incurred by the organization in connection with the defense of.
sui ts brought by its empioyees or ex-employees under section 2 of the Maj or
Fraud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settled,
are unallowable.

g. Costs of legal, accounting, and consultant services, and related
costs, incurred in connection with defense 

against Federal Government claims or
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i. Costs which may be unallowable under chis paragraph, including
dir8c~lv ë:SSOCi6t~d costs i shall b~ segrega~~d arJd accounted for by the
organization separately. Dur~ng che pendency of any proceeding covered by
sUbparagraphs band f, cbe Feder.:l Government shall gener.:lly withhold payrnent
of such costs. However, if in tbebest interests of the Federal Gòvernment, the
Federal Government may provide for conditional payment upon provision of
adeqüate security, or other adequate assurance, and agreements by the
organization to repay all unallowable costs, plus interest, if the costs are
subsequently determined to be unallowable.

11. Depreciation and use allowances.

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

b. The computation of use allowances or depreciation shall be based on the
acquisition cost of the assets involved. The acquisition cost of an asset
donated to the non-profit organization by a third party shall be ~ ts fair market
value at the time of the donation.

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

(1) The cost of land;

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

(3) P,ny portion of the cost of buildings and equipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
requirement.

d. Where depreciation method is followed, the period of useful service
(useful life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developments in the particular program area, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its useful life. .
In the absence of clear evidence indicating that the expected consuhption of the
asset will be significantlygr~ater or lesser in the early portions of its
useful life than in the later portions, the straight-line method shall be
presumed to be the appI-Òpiiáte method.

Depreciation methods once used shall not be changed unless approved in advance
byfhecognizant Federal agency. When the depreciation method is introduced for
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e. Wh~n ~ne deprecia ~ ~on method is used for juildings / a building's she 1 1
IT,a)' ~),,. :õ"'~g::'_"ga:.ed from ea::r: Öuilding comporie:-Jt (e.;., plumbing sys:err:, :-eating,
':Jrid cJ.:.r- :.:ond~_t:;.'Jriing system., etc.) and eac;h item depreciated OiTer i~s es-:irnated
u3e::u_ life; or- 'the entire building (i.e., ~he shell and all component.s) ma:y b~
':.:::;cJ.t:ed a.s d single asset and depreciated over a single useful life.

f. When the depreciation method is used for a particular class of assets,
!'e, depreciation may be allowed on any such assets that, under subparagraph d,
wouJ.d be viewed as fully depreciated. However, a reasonable use allowance may
be negotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the effect of any
inc~eased maintenance charges or decreased efficiency due to age, and any other
factors pertinent to the uti.:.za':i.on. of the asset for the purpose contemplated.

g. Where the use allowance method is followed, 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 a llowance for equipment will be computed at an annual rate not exceeding
six and two-thirds percent of acquisition cost. When the use allowance method is
used for buildings 1 the entire building must be treated as a single asset; the
building i s components (e. g. 1 plumbing systemi heating and air conditioning /
etc.) cannot be segregated from the building i s shell.

The two percent limitation, however, need not be applied to equipment which is
merely attached or fastened to the building but not permanently fixed to it and
which is used as furnishings Dr decorations or for specialized purposes (e. g. /
dentist chairs and dental treatment units, countersi laboratory benches bolted
to the floori dishwashers i modular furniture 

i carpetingi 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 al terations or repairs to the
building or the equipment. Equipment that meets these criteria will be subj ect
to the 6 2/3 percent equipment use allowance limitation.

h. Charges for use allowances or depreciation must be supported by
adequflte property records and physical inventories must be taken at least once
every two years (a statistical sampling basis is acceptable) to ensure that

. assets. exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions.

a. Contributions or donations rendered. Contributions or donations 1
including cashi property 1 and services 1 made by the organization, regardless of
the recipient 1 are unallowable.

b. Donated services received:

30
ATTACHMENT ...... m........

PAGE ..3.Q.... OF ...s,s.. PAGES



. . i G0~a~~d or vGlun~s2: s~~,~i~~~ TIi2j D~ fu~nistJ~d ~~
0=gar~iz~=~on by piof~ssion~l and ~e=h~i=~~ psrsoTInel, consul~2~~~ i anc o~h~r
s!:::llec anc ur.:s!:illeo .Labor. ThE: vc.lu,= 0= tl-8,S€: services i.s not 2:eimbursablE:
Ei=rier as a airec~ D~ iDdi~ect cos~. Haweve~ i ~h~ value of dOL¿ted services ff2y
DS L.Sêc; :'G rnE:e"L cost sÌiâ.:cing or ITlatcr.!irig =-i:au~.:errien:..s in accordancE: 'y'it.n tiie

:úrrUTtGri F:ul E- .

!:2) The vólue of donated services u::il-i zed in ::tJE: performóncE: oÍ õ

direct sost bcti.vity stall, when ffate~ial in arr!oun~, be corisidered in the
de::erminó~ion of ~he non-profit orgónizõtion' s indirect costs Dr rCi~e (s) and,
õccordingly, shall be allocated a proportionate share oÍ applicable indirect
costs when ::he following exist:

(a) The aggregate value of the services is material;

(b) The services are supported by a signiiicanL amount of the
indirect costs incurred by the non-proÍi t organization¡ and

(c) The direct cost activity is not pursued primarily for the
beneii t of the Federal Government.

(3) In those instances where there is no basis for determining the
fair market value oÍ the services rendered, the recipient and the cognizant
agency shall negotiate an appropriate allocation of indirect cost to the
services.

(4) Where donated services directly benefit a proj ect supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the proj ect. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching requirements.

(5) The value of the donated services may be used to meet cost
sharing or matching requirements under condi tions described in Sec. .23 of
Circular P,-110. Where donated services are treated as ~ indirect costs, indirect
cost rates will separate. the value of the donations so that réimbursement willnot be made. .. .

c. Donated goods or space.

(1) Donated goods; i. e., expendable personal property/supplies, and
donated use of space may be furnished to a non-profit organizatiqn.. The value of
the goods and space is not reimbursable either as a direct or indirect cost.

(2) The value of the donations may be used to meet cost sharing or
matching share requirements under the conditions described in CircularA-I10.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

1_,-J . Employee morale,: health, and welfare costs.
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...."nr),; \'~_;.C);";s, eml~j~.:)~/er--=mr.iil::,ye-= :-~ia-=i'Jnsl eml)lc1yee m(j=al~1 and emD10\:7~'2
L,:-!~7"'j:-mar~ce ;.17.::: Ci.1i::n.jF.ib.ll2.

~. Such =Ost3 wilJ. be equi:ably appor~ioned to all activitj.es of t~ie nor!-
~~0r~ t organization. Income generated f=om any of these activities will be
~~edj ted to the cost =hereof unless such income has been irrevocably set over to
empJ, ~)y~0 we 1 fa re a~ gan ~ zatj. ()ns .

j .1 . Entertainment C03"-5. C;Ost5 of en::erc:ai.nment, 2-ncluding amusement,

di.'J'3J:sJ.ori, and soci_al a::t~v:ties and an:; costs directly associated wi:h ;;uch
C~)s':S (such as tickets :ú shOvJS ::r spor:s events, meals, lodging, .:enta2..s,
t:-anspci::t'.aU.on, and gratuities) are unallowable.

L::i. Equipment and other capital expenditures.

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

(l) "Capital Expenditures" means expenditures for the acquisi cion
cost of capital assets (equipment, buildings, land), or expenditures to make
irnprovements to capital assets that materially increase their value or ~seful
life. Acquisition cost means the cost of the asset including the cost to put it
in place. Acquisition cost for equipment, for example, means the net invoice
pri.ce of the equipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. Ancillary charges, such as taxes, duty, protective in
transit insurance, freight, and installation may be included in, or excluded
from the acquisition cost in accordance with the non-profit organization's
regular accounting practices.

(2) "Equipment" means an article of nonexpendable, tangible perso;-al
property having a useful life of more than one year and an acquisition cost
which equals or exceeds the lesser of the capitalization level established by
the non-profit organization for financial statement purposes i or $5000.

(3) "Special purpose equipment" means equipment which is used only
for ~esearch, medical, scientific, or other technical activities. Examples of
special purpose equipment include mic:,oscopes, x-:,.ay machines, surgical
instruments, and spectrometers.

(4) "General purpose equipment" means equipment, which is not
limi ted to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
information technology equipment and systems, air conditioning equipment,
reproduction and printing equipment, and motor vehicles.

b. The following rules of allowabili ty shall apply to equipment and other
capi tal expendi tures:
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piio: app=ov~l 0~ tri~ aw~rd~ng ag~rJ2Y.

(.::) Capi "(21 e;,:pE:IJc.i i'U2:é,:: for i.rnpi-overrient.s to larid i buildings i 0!
equiprnen~ which materia2.1y increase c.hE:ir value or USE:Íul lifE: årE: unaìlowâble
as a direc~ cos~ except wi~h ~hE: prior approval of ~he awarding agency.

(4) When approved as a direct charge pursuant to paragraph 15. b. (1) ,
(2), and (3) above, capital expendi~ures will bE: charged in thE: period in which
thE: expenditure is incurred, or as otherwise determined appropriate by and
negoti ated wi~h the awarding agency.

(5) Equipment and other capital expenditures are unallowable as
indirect costs. However, see Attachment B, paragraph 11. r Depreciation and use
allowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and equipment. Also, see Attachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowabili ty of rental costs for land, buildings, and equipment.

(6) The unamortized portion of any equipment written off as a result
of a change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use allowances or depreciation on the equipment, or by
amorti zing the amount to be 'wri tten off over a pèriod of years negotiated wi th
the cognizant agency.

16. Fines and penalties. Costs of fines and penalties resulfing from
violations of, or Íailure of the organization to comply with Federal, State, and
local laws and - regulations are unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Fund raising and investment management costs.

a. Costs of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and bequests, and similar expenses
incurred solely to raise capital or obtain contributions are unallowable.

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

c. Fund raising and investment activities shall be allocated an
appropriate s~are of indirect costs under the conditions described in
subparagraphB.30fAttachment F..

18. Gains and losses on depreciable assets.

a.,. .( 1 ) Gains and losses on sale,
depreciable property shall be included in
credit.s or chàrges to cost grouping (s) in

retirement, or other disposition of
~he year in which they occur as.
which the depreciation applicable to
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(a) The gain or less is pro2esssd through a deprecia:ion
~J':~:c)un: amJ is re::lected in the depreciation alloviable unàer paragraph 11.

(b) Tti9 p=~pet~y is given if 
I exctiarige a~; pa~t of the pur~ha3~

p=~se of a similar item and the gain or loss is taken into account in
determi~ing the deprecia~ion cost basis of the new item.

Ie) A loss resul~s from che failure to maintain 
permissible

insurance, except as otherwise provided in Atta2hment B. paragraph 22.

(d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

(e) Gains anà losses arising from mass or extraordinary sales,
retir':ments, or other dispositions shall be considered on a case-by-case basis.

b. Gains or losses of any nature arising from the sale or exchange of
property other than the property covered in subparagraph a shall be excluded in
computing award costs.

19. Goods or services for personal use. Costs of goods or services for
personal use of the organization i s employees are unallmiable regardless of
whether the cost is reported as taxable income to the employees.

20. Housing and personal living expenses,

a. Costs of housing (e. g., depreciation, maintenance, utilities,
furnishings, rent, .etc.), housing allowances and personal living expenses for/of
the organization i s officers are unallowable. as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees,
These costs are allowable as direct costs to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencies.

b. The term "officer's" includes current and past officers and employees.

2 1. Idle facilities and idle capacity.

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

(1) "FacilitiEis" means land and buildings or any portion thereof,
equipment individually or collectively, or any other tangible capital asset,
wherever located, and 

whether owned or leased by the non-profit organization.
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iDte~rtipLj.ons r8sultiDg ~rom time lost for repairs, setups, unsa~isfactory
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ac'Cuëi-ly uSéd to rneer derrianès during t:JE: accounting period. J.. mul-ci-sh:tf-c basis
should be used if it can be shown that this amount of usage would normally be
expected for the type of facility involved.

(4) "Cost of idle facilities or idle capacity" means costs such as
maintenance, repair, housing, rent, and other related cost:s, e. g., insurance,
interest, property taxes and depreciation or use allowances.

b. The costs of idle facilities are unallowable except to the extent that:

(1) They are necessary to meet fluctuations in workload; or

(2) Although not necessary to meet fluctuations in workload, they
were necessary when acquired and ar.e now idle beca,use of changes in program
requirements, efforts to achieve more economical operations, rebrganization,
termination, or other causes which could not have been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable fora reasonable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

c~ The costs of idle capacity are normal. costs of doing business and are a
factorintheriormal fluctuations of usage or indirect cost rat~s from period to
period. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accòrdance with sound business ,-economic, or se;curi ty practices.
Widespre ad idle capacity throughout an entire facility or among á group of
assets having substantially the same function may be considered idie facilities.

22. Insurance and indemnification.

a. Insurance includes insurance which the organiza-iion is required to
carry, or which is äpproved, under the terms of the award and anyother
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not app'iy to insllrance which
represen ts fringe benefits for employees (see sUbparagraphs 8. g and 8. i (2) )

(1) Costs of insurance required or approved, and maintained,
pursuant to the award are allowable.

...--'-'- "

(2) Costs of other insurance maintained bi.the òrg;:nizafionin
connectiori,,'Ùh'thègeneral conduct of its ope=rationsare allo¡.lablesUbj ectto
the following limtations:

(a) Types and extent of coverage shall be in accordance with
soundbusinesspractice and the rates and premiums shall be reasonable under the
circumstances.
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(d~ Provisions for a ~esei~Ue unde~ a self-insurance p=ogram

are allowable to the ~x':ent tnat types of coverage, extent of coverage, rates,
and premiums would have bee~ allowed had insurance been purchased to cover ~he
risks. However, provision for known or reasonably estimated self-insured
Lati.1i U.'::f;, ~Jhi::h do not become payable for more than ane year after t~ie
pruvlsion is made, shall not exceed the ~resen: value of the liability.

(e) Costs of insurance on the lives of trustees, ~ffj"ce~5t or
oi:her emolo'./ees i-oldi.ng positions of sj.miJ.ar responsibilities are allowabl~~ only
'.0 the extent that ,:he insurance represents additional compensation (see
subparagraph 8.g(4)). The cost of such insurance when the organization is
identified as the beneficiary is unallowable.

(f) Insurance against defects.

respect to any costs incurred to correct defects
or workmanship are unallowãble.

Costs of insurance with
in the organization 1 s materials

(g) Medical liability (malpractice) insurance. Medical
liabili ty insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs involve human subj ects or training
of participants in research. techniques. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned to individual projects based
on the manner in which the insurer allocates the risk to the population covered
by the insurance.

(3) Actual losses which could have been covered by permissible
insurance (through the putchase of insurance or a self-insurance program) are
unallowable unless expressly provided for in the award, except:

(a) Costs incurred because of losses not covered under nominal

deductible insurance coverage provided in keeping with sound business practice
are allowable.

(b) Minor losses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ordinary course 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 or
otherwise. The Federal Government is obligated to indemnify the organization
only to the extent expressly provided in the award,

23. Interest.

a. Costs incurred for interest on borrowed capitaL, temporary use of
endovmient funds, or 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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~99: ëDC used ~L support of

(~) For façiliti~s acquisitions exsluding ~~novations aDd
clt.E:!'õ:.ions; ::ostirig over Sl(¡ Tni.lliorJ .wherE: -:ne Feàeië.l GovE::cnment' 5

T~imnûrsement is t=):pl2cted to equal or exceed 4 G percent of an ¿.sset i s cost i th~
DorJ-profiL o!'ganizatioTI prep2~esl prior ~0 tilE acguisi~iQn O~ replacement of th~
c:arJi:c:l dsset ::5) I c jus"Lificcition tb.at òemonstra:.es ~Jie IJ2ed fúr thé feicil~~y .:r!
the ~onduct of federally-sponsored activities. Upon request, the needs
justification must be provided LO the Federal agency iÚth cost cognizance
authority as a prerequisite LO the continued allowability of interest on debt
and depreciation related to the facility. The needs justification for the
acquisi t.iOD of a facility should include, at a minimum, the follovling:

(a) A staLement of purpose and justification for facility
acquisi tioD or replacement

(b) A statement as to why current facilities are not adequate

(ei A statement of planned future use of the facility

(d) A description of the financing agreement to be arranged
for the facility

(e) A sumary of the building contract with estimated cost
information and statement of source and use of funds

(f) A schedule of planned occupancy dates

(2) Forfaeilities costing Over $500, 000, the non-profit
organization p"repares f prior to the acquisition or replacement of the f~cility,
a lease/purchase analysis in accordance with the provisions of Sec. "30
through .37 of Circular A-llO, which shows that a financed purchase or capital
lease is less costly to the organízationthan other leasing alternatives c .on a
net present value basis. Discount rates Used should be equal to. the non-profit
organization 1 s anticipated interest rates and should be no higher ,than the fair
marJ:et rate available to the non-profitorgahization£rom an unrelated ("a:rrrls
length") third-party. The lease/purchase analysis shall include a comparison of
the net presentvalue of theproj ected total cost comparisons of both
alternatiyesover the period the asset isexpeCted to be used by the non~profit
organizaUon. The eost comparisons associated with purchasing the. facilityshall
include the estimated purchase price , anticipated operating andmairitenance
costs (including property taxes, if applicabie) not included in the debt

financing, less' any estimated asset salvage value at the end of ~the period
defined above . The cost comparison for a capital lease shall include the
estimated total lease payments, anY estimated bargain purchase option, operating
and maintenance costs, and taxes not included in the capital leasing'
arrangementz less any estimated creciitsdue under the lease at the 8rid of the
period. defined above. Proj ected operating lease co~ts shall be based on the
anticipated cost of leasing comparable facllities.atfair. market rates under
rental agreements that would be renewed. or reestablished ci-\Ter the per'ioddefined
above, and any expected maintenance costs and allowable property taxes to be
borneby"..the non-profit organization directly or as part of the lease
arran g ernèIl t,
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(4; Inv~stment ~d~r!ings, ~ricludirig j_~~~~est income, ~n bond G! ~0ari
D~...:';c:.Lpijl, pe:iding payment. 0: ':iiB c::nst.ruc:':ion or acqu:siëion custs, ar,: l:óiec! 7.~,
o~~~;~t ~lJ.0wable interest =ost. Ar~itrage ea=nings repo~table to tt!e In:e=rial
Reve~ue s~ rvice are not ~equired to be offset agai~st allowabJ_e in:erest 20StS.

(5) Reimbursements are 1imi ted to the least c:ostly al te:-nati ve based
or, ~he \'.0':a1 cost analysis required under subparagraph (0). For ezample, if an
op~~ating lease is determined to be less costly than purchasing ':hrough deb~
fir,;incing, then ~eimbursement is lirni':ed ':0 the amount determined if leasing had
been used. In all =ases whe~e a lease/purchase analysis 

is performed, federal

rein~ursement shall be based upon the least expensive alternative.

(6¡ Non-profit organizations are also subject to the following
condj tion::;:

(a) Interest on debt incurred to finance or refinance assets
acquired before or reacquired after September 29, 1995, is not allowable.

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

(c) For debt arrangements over $1 million, unless the non-
profi t organization makes an initial equity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall reduce claims for interest
ezpense by an amount equal to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations sheL!.
pi:epare a 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. Outflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest expense. The rate of interest 

to be used to compute

earnings on excess cash flows shall be the three month Treasury Bill closing
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
expiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e) The allowable costs to acquire facilities and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.
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2110wability provi~ioDS of subparag2:aph 2 OC riot appl)'. ins~~aci, th~s~
0rgan~2a~io~5i spoLsû:ed 2g~~errients ar~ 5UtJSCt to CAS 41~ 48 CFR 9S03.41A),
CC;SL oÍ rnonE:Y as aT! E:l~lflE:Iit úí ::.hi= Cúst úÍ ~dcili r.iss capi :.ë.2. i 2nd Ct"S 4 J. 7 (48

eFp. ~~()3. 417), cost of rnoriey as an E:lernE:fJ"C c.lf :.he COSt of cõpi "të:l 2sse:.s under
const.ruc:ior! .

c. Th~ following d~finitions ar~ ~G b~ us~d for purposes of chis
paragrapb:

(l) R~-acquired assets means assets held by che non -profit
organization prior to September 29, 1995 that hav~ again corne to b~ held by
the organization, whether through repurchasE: or reÍinancing. It does not includE:
assets acquired to replace older assets_

(2) Initial equity contribution means the amount or vaiue of
contributions made by non-proÍit organizations Íor the acquisition" of the asset
or prior to occupancy of Íacilities.

(3) p.sset costs means the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capitalized in
accordance wi th GAAP.

2.4 . Labor relations costs. Costs incurred in maintaining satisfactory
relations between the organization and its employees, including costs oÍ labor
management comr ttees, employee publications, and other related acti vi ties are
allowable.

25. Lobbying.

a . Notwithstanding other provisions of this Circular, costs .associated
wi th the Íollowing acti vi ties are unallowable:

(i) Attempts to inÍluencethe outcomes of any Federal, State, or
local election, referendum, initiative, or similar procedure, through i~ kind or
cash contributions, endorsements-, publicity, or similar activity;

(2) Establishing, 'àclinistering-l contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established Íor the purpose oÍ inÍluencing the outcomes ofelections; . .

(3) Any attempt to irirlÜènce: (i). The introduction of Federal or
State legislation; or (ii ) the enactment or modification of any pending Federal
or State legislation throughc;ornunication,.. th any member or employee of .the
Congress or State legislature.(j.ricllldingeHorts to inÍluence State or .local
ofÜcialsto engage in similarlobbying:acëti\7Üy), or with any Government
oÍficialor employee in connection'with a decision to sign or veto enrolled
legislation;

(4) Any attempt to inÍluence: (i) The introduction oÍ Federal or
State legislation; or (ii) the enactment or modification oÍ any pending Federal
or Sta.te. legislation by preparing, distributing or using publicity or
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¡ ~) Legi31a:j.v~ J.j.a~sQ~ actj.vi~j.es, iricludi~g a~tendanse at

J~~:Ú~;ia,:.:.ve sessions or sommi::ee hearings, gathering in:orma':i.or: rec;a~-jing
la;i~latior:, and analyzing the effect of legislation, when such ac:ivities are
c.arried on in suppar: of or in knowing preparation for an effort ':0 engage in
unallowable lobbying.

b. The following activi:ies arD exceoted from the coverage of
.si-bpc~~:-~lgrapt: a:

: 1) Providing a technical and factual presentation of in formation ~n

a topic directly related to the perfo~mance of a grant, contract or other
agr-eement through hearing testimony, statements or letters to the Congress or a
State leg.i.slat:ure, or subdivision, mernier, or cognizant staff member thereof, .dl
response to a döcumented request (including a Congressional Record notice
requesting testimony 

or statements for the record at a regularly scheduled

hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs .
under this section for travel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to a
written request for such presentation made by ~he Chairman or 

Ranking Minority

Member of the Committee or Subcommittee conducting such hearing.

(2) Any lobbying made unallowable by 

subparagraph a (3) to influence

State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization i s authority to perform the grant, contract, or
other agreement.

(3) Any activity specifically authorized by statute tö be undertaken
with funds from the grant, contract, or other agreement.

c. (1) When an organization seeks reimbursement for indiL'ect 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.

(2) Organizations shaii submit, as part of the annual indirect cost
rate proposal, a certification that the requirements and standards of this
paragraph have been complied 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 be created for purposes of complying wi th this paragraph during any
particular calendar month when: (l) the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 25 percent or less of the employee i s compensated
hours of employment during that calendar month, and (2) within the preceding
five-year 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 the allowabliliy of claimed costs in addition to records
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consul::ation w~ttJ OMB/ ai~y significant questiOi"lS or dis~gr~enieD~s conce~Ding th~
in~~rpr8Lation or applic6Lion of paragraph 25. Any such advanc~ resolu~ion shall
b~ binding in any subsequent set!iemen~sf audi~s O~ inv~stigatioiis wi~tj respect
tG ~hat grant or COTJcrac: for p~~p0ses of in~~rpreta~ion of ~~is Circui~r;
provided. however. that Lhis shall not be con5~rued to prevent 2 contrac~or or
grantee from con~esting~he lawfulness of such a determination.

d. Ey.ecu~i ve lObbying costs. Costs incurred in a i:tempting to
improperly influence either directly or indirectly. an employee or officer of
the Executive Eranch of the Federal Government to give consideration or to act
regarding a sponsored agreement or a regulatory matter are unallowable. Improper
influence means any influence that induces or tends to induce a Federal employeE:
or officer to give consideration or to act regarding a federally-sponsored
agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponsored agreements or contracts . Any excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, the organization i s contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment (including Federal property unless
other\Üse provided for ) which neither add to the permanent valUe o£the property
nor appreciably prolong its intended life. but keep i tin anèffïcientoperàtirig
condi tioni are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong their
intended life shall be treated as capital expenditures (see paragraph 15).

28. Materials and supplies costs.

a. Costs incurred for materials i supplies i and fabricated parts necessary
to carry out a Federal award are allowable.

b. Purchased materials 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 wi thdrawals, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

c. Only materials and supplies actually used for the performance of a
Federal award may be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing
the F€deral award, such materials will be used without charge.
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d. Cos;:s of the non-pi::ifit organization's membership in busine3s,
technJcal, and professional organizations are 

allowable .

b. Costs af the non-profit organiza-:ion' 3 subscriptions to business,
prafessional, and technical periodicals are allowable.

c. Costs of membership in any civic or communi ty organization cire
allowable with prior approval by Federal cognizant agency.

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

31. Organization costs. Expenditures, such as incorporation fees, brokers i
fees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organization, in connection with establishment or reorganization of an
organi zation, are unallowable except with prior approval of the awarding agency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowable as a necessary 

part of research cos~s, 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 or not by federally-sponsored authors.

33. Participant support costs. participant support costs are direct costs for
items such as stipends or subsistence allowances, travel allowances, and
registration fees paid to or on behalf of participants or trainees (but not
employees) in connection with meetings, conferences, symposia, or training
proj ects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

a. The following costs relating to patent 
and copyright matters are

allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing 

documents and any other patent

costs in connection with the filing and prosecution of a Oni ted 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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(2) Costs in connection Yii 1:h filing and prosecuting any foreign
paLenL application, or any United SLates patent applica~ion, where the Federal
award does not require conveying title or a royalty-free license to the Federal
Governmem:: (but see paragraph 45., Royal ties and oLher costs for use of patents
and copyrights j .

35. Plant and homeland securi1:Y costs. Necessary and reasonable expenses
incurred for routine and homeland securi1:Y to protect. facilities, personnel, and
work products are allowable. Such costs include, but are nOT: limited to, wages
and uniforms of personnel engaged in security acti vi ties; equipment; barriers;
contractual security services; consultants; etc. Capital expenditures for
homeland and plant security purposes are subj ect to paragraph 15., Equipment and
other capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
proposed deli very schedule or period of perforr,ance. Such costs are allowable
only to the extent that they would have been allowable if incurred after the
date of the award and only wi th the written åpproval of the awarding agency.

37. Professional services costs.

a. Costs of professional and consultant services rendered by persons who
are members of a particular profession or possess aspec~al skill, and who are
not officers or employees of the non-profit organization, are allowable, subj ect
to subparagraphs band c when reasonable in relation to the services rendered
and when not contingent upon recovery of the cQsts from the Federal Goverrunent.

In addition, legal and related services are limited under Attachment B,
paragraph 10.

b. In determining the allowability of costs in a particular case, no
sirigle factor or any special combination of factors is necessarily
deterrninati ve. However, the following factors are relevant:

(1) The nature and scope of the service reDder~d in relation to the
service requiied¡

(2) .The necessity of contracting for the, service, considering the
nOD-profit organization 1 s capability in the particular areå.

'(3)Tpe past pattern of such costs, particularly in the years prior
tÒ Federal awards.
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(5 ~ Whe~he~ ~he p=~po~~i~n af Fe1e~aJ" work to ~he non-pr0~it

~;~?2J,~_Z~~~.~1': i 3 ~Gt2J. husiries~ ~_3 3~1:t~ as ~~ influe~ce the ~lon-pr0fj_~
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~:eridered a:e riot of a continuing na:u~e and have li~tle reia~i8rishiD ~D wc:~
tirider Federal g~ant5 and cont=acts.

(6) i¡.Jbe~her :he s'~rvi::e ::ari be p~=fo~:Tned m(¡r~ 7~::~n~rni~.:a-i~_y hy d.L;~'2::':.
emplayment ::a ther ~han can::racting.

(7) '!'he qualifications of :h~ individual or concern r-endering U)"
service and the customa::y fees charged, especi~lly on non-Federal awards.

IS; l\cJequacy of the (:'In::::actual agreement fo:: t.he se:'vice le.g.,
de.scriptior, of t.he src~rv'ice, estimate of time requi::ed, ra:e of compensa:.ion, and
te:~mjriation provisions).

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

38. publication and printing costs.

a. publication costs include the costs of printing (including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. publication costs also include page charges in professionalpublications. .

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs to all benefiting activities of the
non-profit organization.

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

(i) The research papers report work supported by the Federal
Government; and

(2) The charges are levied impartialiy on all research papers
published by the journal, whether or not by federally-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 ar~ allowable with
the prior approval of the awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization i s facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs r-elated
to normal wear and tear, are allowable.
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nec~ssary LO secure and rr~ainr~i~ an adequat~ s~2ffi cos~s ü£ operaLing an
apti ::Uò,= aljd E:ducatioricl t.es"Cing .program, t;ave2 CGS~~ oí employ~es V\lLil~
engaged in r~cruitiD9 personnel, travel cos~s of applicants for interviews for
prospective employment:, and relocation costs incurred incident to rec:ruitrrient of
new employees, ere dllowable to the exterit that sudJ costs are incurred pursuant
to a well-managed recruitment prograrri. Where the organization uses employment
agencies, costs that are not in excess of standard commercial raLes for such
services are allowable.

b. In publications, costs of help wanted advertising that includes color,
incl udes advertising materiel for other than recruitment purposes, or is
excessive in size (taking into consideration recruitment purposes for which
intended and normal organizational practices in this respect), are unallowable.

c. Costs of help wanted advertising, special emoluments , fringe benefits,
and salary allowances incurred to attract professional personnel from other
organizations that do not meet the test of reasonableness or do not. conform with
the established practices of the organizatiop, are unallowable.

d. Where relocation costs incurred incident to recrui tment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons wi thin his control within twelve.
months alter being hired, the organization will be required to refund or credit
such relocation costs to the Federal Government.

42. Relocation costs.

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

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

(2) Reimbursement to the employee is in accordance with an
established written policy consistently followed by the employer.

(J)The reimbursement does not exceed the employee's actual (or
reasonably estimated) expenses.

b. Allowable relocation costs for
folloi,Üng:

to the

(1) The costs of transportation of the employee, members of his
immediate family and his household, and personal effects to the new location.
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:~: :iosi.rig ~asts, 3U~~ as b~oj~9=age, ~egai, a:id ap?=aisaJ. fees,

~.nc:j.-:J~~:-;:. th~! dj_spa~:.ition 0: the emp.l0yeels forme!" h01Tle. These cos~s, ':a?eth~:
'v-ij.:-r. :.Î".":..:;f? described ~n !A), are limited to 8 DerCi2:ït of ~he sales price of ths
-2rnploy""~' s fo::rner hOTfi2.

!.4:' Trie c.:intinuing casts of oi,rrership Df the vacant former home
af':er ':he :¡ettlement or lease date of the employe'e' s new permanent home, such 2S
maintenance of buildings and grounds (exclusive of fixing up expenses i ,
uU.lities, taxes, and property insurance.

! 5) Other necessary and reasonable expenses ~ormally incident to
relocat1on, such as the costs of canceling an unexpired lease, disconnecting and
reinstalling household appliances. and purchasing insurance against loss of or
damages to personal property. The cost 

of canceling an unexpired lease is

limi ted to three times the monthly rental.

c. Allowable relocation 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 employees have been allowed èi ther as a
direct or indirect cost and the employee resigns for reasons wi thin his co~trol
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the 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 are
not permitted at the location for any reason and the costs do not include costs
of transporting household goods.

d. The following costs related to relocation are unallowable:

(lj Fees and other costs associa:ed with acquiring a new home.

(2) A loss on the sale of a former home.

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

(4) Income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

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, 11

any; market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

b. Rental costs under "sale and lease backH arrangements are allowable
only up to the amount that 

would be allowed had the non-profit organization
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a~p~sci2~i0n 0: tiS~ b~~O~~nc~ i mb~nte~anSSi ~azes i ¿nd ~nsLrariC~.

c:. P.en-:al C:ústs under I!lE:ss-~han-ó.2:rns-lengt.rli lE:cses 2lE: al2.ov.:aLlc- or.:iy up
V.. trji: amount (as E:xp12insd 2.r. subpdrag~d.pI- b. of ~l-i.s f;22.agraph 43.) -chat vJould
DE 5110wed iiad ~iile LO t)~E p=op~r~y vest8d ~n ~h€ non-profit orgari~z¿tion. Fo~
this purpose, a less-~han-arms-lengL~ lease is one unöer which one Da~LV tú Lhe
leaseagreerr~n! is able to conLrol or subsLantially influence the aCLions of Lhe
OLDer. Such leases include , but are noi: limited to those be1:vJeen ( i) divisions
of C1 non-profit organizaLion; (i:i) non-profii: organizations under cornror, cOLtrol
through cornon officers, directors, or members; and (iiil.ó non-profit
organizaLion and a director, trustee, officer, or key employee of the non-prori t
organization or his imriediate family, either directly or througb corporations,
trusts, or similar arrangements in wbich tbey hold a controlling ~nterest. For
example, a nOD-profit organization may establish a separate corporation for the
sole purpose of Dwning property and leasing it back to the non-profit
organization.

d. Rental costs under leases which are required to be treated as capital
leases under GAP"p are allowable only up .to theam()unt (as explained in
subparagraph b) that would be allowed had the non-profit organizatiori purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shali
be used to determine whether a lease isa capital lease. Inferestcosts related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts tlaid for pro.fit, management
fees, and taxes that would not have been incurred had the non~profit
organization purchased the facility.

44. Royalties and other costs for use of patents andcopyrights ~

a. Royal ties on a patent or copyright or amortization of the cost of
acquiring by purchase a copyright, patent, or rights thereto, n~cessary for the
proper performance of the award are allowable unless;

(l) The Federal Government has a license or the right to free use' of
the patent or copyright.

(2) The patent or copyright has been adjudicated to be invalid, or
has been adiinistrati vely determined to be invalid.

(3) The patent or copyright is considered to be unènforceable.

(4) The patent or copyright is expired.

b. Special care should be exercised ~ri determiiÜng reasonableness wherethe royalties may result _Of less-than-eirm's-length
bargair;ing, e .g: :

- .--.
(lfRoyal ties paid to pÚsons,inchiciing corporations,affiliated

with the non-'profitOrganization.

(2) Royalties paid to unaffiliated parnes, including corporations,
an agrèement .entered into in contemplation that a Federal award would be

.:.. . ".' .: .: ..... .dD .... H'
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~):")~J.':. organi:?a~.i:H¡, :.he amount 0-: ::DyaJ.t:y ali.,::JYed should not exceed i:ie ::ost
w~ i:h would have been allowed had :.he non-~rofit o=gan~zation retained :.it1e

In any case j.,¡VO::"ÜICj a pat.ent Gr :::ony=j,qht forme::l.., :iv.med by :'Ì!2 nor:-

~~~; i-:: 1-e '~0 .

4 ~. 3e1ling and marketing. Costs of selling and marketing any products or
.'~:nrices of the non-profit o!~qar.ization a!~e unalloi-¡able (un)ess allowed under

A::achment B, paragraph 1. as allowable public relations cost. However, these
costs are allowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performance of Federal Dragrams.

q6. Specialized service facilities.

a. The costs of se:-vices provided by highly complex or specialized
facilities ()perated by ~h'2' non-profit o:rganization, such as computers, wind
tunn'21s, and reactors are allowable, p:rovided the charges for the services meet
the conditions of eithet 46 b. or c. and, in addition, ~ake in:o account any
items of income or Federal financing that qualify as applicable credits under
Attachment A, subparag:raph A.5. of this Circular.

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 ofa
schedule of rates or established methodology that (il does not discriminate
against federally-supported activities of the non-profit organization, including
usage 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 consider-ation over/under- applied COSL:S of the previous period(s).

c. ¡¡¡here the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary circumstances, where it is in the best
inter-est of the Federal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked out with the cognizant
Federal agency.

47. Ta):es.

a. In general, taxes which the organiza~10n is required to pay and which'
are paid or accrued in accordance with GAAP, and payments made to local
governments in lieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions are
available to the organization directly or which are available to the
o:rganization 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
improvements, and (iii) Federal income taxes.

b. Any refund of taxes, and any payment to the o:rganization of interest
thereon, which were allowed as award costs, will be cr-edited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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TE:1:rniLet.ioTi úi avJards genE:rë:llY gi ve.s rise "to -cfif: in~u:;2:'~nce oÍ cas:'s i or thE:

ne~d £02: special tr~atrnent of coSts i which would Dot tav~ arisEn tad ~riE Fed~~~l
~wa~d not DeeL termi~~~ed. COSt principles cove~irig ~jies~ items are S~~ forttl
b~low. TjJey are to be used in conjunction wi~h Ltie o~her prov~~ions of ~his
Ci=cular in termination si~ua~ions.

c.. TÌ¡e cost of i terns reasonaLly usable on rrJe nOD-profit organizc.tion i s
o~her wort shc.ll no~ be c.llowable uDless the non-profit organization submits
evidence that it would not retain ~uch .items at cost without sustaining a loss.
In deciding whether such items are reasonably usable on other work of the non-
profit organization, the awarding agency should consider the nori-profit
organization's plans and orders for current and scheduled acti vi ty.

Contemporaneous purchases of common i terns by the non-profi t organization shall
be regarded as evidence that such iLems are reasonably usable on the non-profit
organizaTion i s other work. Any acceptance of cornon items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quanti ties of such items on hand, in transit, and on order are in excess of the
reasonable quantitative requirements or other work.

b. If in a particular case, despite all reasonable efforts by the non-
profi t organization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limi tations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the nonc-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of special tooling, machinery, and is generally
allowable if;

(1) Such special tooling, special machinery, or equipment ~s not
reasonably capable of use in the other work of the non-profit. organization,

(2) The interest of the Federal Government is protE:cted by transfer
of title or by other means deemed appropriate by the awarding agancy,and

(3) The loss of useful value for anyone termnatedE'ederal award is
lirn ted to that portion of the acquisition cost which bears the same ratio' to
the total acquisition cost as the terminated portion of the Federal awar_d bears
to the entire terminated Federal award and other Federal awards for which the
special tooling, special machinery, Or equipment was acquired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the

terminated Federal award less the residual value of such leases, if:

(1) the amount of such rental claimed does
use value of the property leased for the period of the
further period as may be reasonable; and

not excegd the reasonable. .
Federal award and such

(2j the non-profit or-ganization makes all reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
.a150 may be included the cost ofal terations of such leased property, provided
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e. 3ettlemen: expenses including trie foJ.lnwirig are generaily 21i~wable:

I ~; AccQun:~ngl l~gai, ~l~r~ca~., arid simj.lar c~sts reasonably
jj::~ c: C;! :: S 3. J:: y f () r :

;~) The preparation and ~resentation to ~he awarding agency of

s~~:lement claims and supporting data with respect to the terminated portion 0r
the Federal award, unless the termination is for default (see Subpart .61 of
c.j~,;\Jlar i'\-110¡; and

(b) The termination and settlement of 
sub awards .

(2) Reasonable costs for the storage, transportation, protection,
and dispos i tion of property provided by the Federal Government or acquired 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-lID.

(3) Indirect costs related to salaries and wages incurred as
se";tlement expenses in subparagraphs (1) and (2). Normally, such indirect costs
shan be limited to fringe benefits, occupancy cost, and immediate supervision.

f. 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
organi zation are generally allowable.

An appropriate share of the non-profit organization i s indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent wi~h 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, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries .of the director of
training and staff when the training program is conducted by the organizationi
or 1ii) 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 i sown facilities, a ~A
allowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, and a'-A
limited to:

(I) Training materials.

(2) Textbooks.
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~h~ ~ui tion whiclJ wo~ld t2V~ DeeD paio ~G LD~ ~b~~icipa~~ng ~duca~iGn~l
ins,=_ '= u t 10TJ .

(5) Sala~i-es aDd related costs 0= instructors whc are er~loyees of
t.IJe Gl-gêifiization.

(6) Straight-time compensation of each employee for time spent
attending classes during working hours not in excess of 156 hours per year and
only to the extent that circumstances do not permit the operation of classes or
attendance at classes after regular working hours; otherwise, such compensation
is unallowable.

c. Costs of tuition, fees, training materials, and textbóoks (but nöt
subsisL:ence, salary, or any other emoluments) in connection with full":time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee
so trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs speci:Éicallý designed to enhance the effectiveness 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 i sâlaries, sùbsisterice, and travel . Costs allowabl eundEÙ,
this paragraph do not include those for courses that are part of, a degree~
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs band c.

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

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

g. Training and education costs in excess of those otherwise allowable
under subparagraphs band c may be allowed with prior approvalof the awardin~
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently iricurredpursuant to an established training and
education program, and that th~coUrse or degree pursued is relati,ve to. the
field in \4hich the employee is now working or may reasonably be expected towork. .
50. . Transportation costs. Transportation costs include freight, express,
cartag'e 1 and postage charges relating Ei ther to goods purchased, in process, or
deli vered. These costs are allowable. When such costs can readily be identified

with the items invol \Ted, they may be directly charged as transportation costs or
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d. General. T::avel costs ci:ce the expenses for transpor:.a::ion, lodging,
:.ub:-.:::¡',-ence, and related items incur:ced by employees viho are in travel sta':us ,Jr
official business of ::he non-profit orga~ization. Such cos::s may be charged on
aTI actui:iJ_ cost basis, on a per diem or mileage basis in lieu of actu21 cos':s
insurred, or on a combination of the two, provided the method used is appL':~cl t:;
cin r,ntire trip and not to 

selected days of the trip, and results in charges

consistent with those normally alloi-ied in like circumstances in the non-proftt
organization's hon-federally-sponsored activities.

b. Lodging and subsistence: Costs incurred by employ-ees and office::s for
travel, 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 the 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 I of
Chapter 57, Title 5, United States Code ("Travel and Subsistence Expenses;
Mileage AllolrJancesll), or by the Admnistrator 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 31.205-46(a)).

c. Correr:cial air travel.

(1 ) Airfare costs in excess of the customary standard commercial

airfare (coach or equivalent), Federal Government contract airfare (where
authorized and available), or the lowest commercial discount airfare are
unallowable except when such accommodations would: (a) require circuitous
routing; (b) require travel during unreasonable hours; tc) excessively 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 needs. The non-profit organization must justify and document these
condi tions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

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

d. Air travel by otLer than commercial carrier. Costs of travel by non-
profit organization-owned, -leaged, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph) c., is unallowable.
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~¿. Trust~es_ Tiav~l and subsis~ence cos~s of ~rust8es (or dir-8c~o~S) are
allowable. The costs are subject lG restrictions regarding lodging, subsis~ence
and air travel costs provided in paragraph 51.
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N~N-PP0rIT O~GAN!ZA~iaNS NOT SUBJECT TO THIS CIRCULAR

Ad~anc~ Te~tinology Instit~;te (ATI) i :harlestori, South Ca=olina

Aerospace C8~po~a~io~, £1 Segundo, California

Amerjcan Inst,¡,tutes of Research (AIR) t Washingtori D.C.

P. r ~J 0 n n(:~ 1'.1 ê: : i .''In ¿d. :'J¿i ha ~~ a '.. ():-y i ':hl Cd go f I L i j. no~. s

A t ~)!ni:: Ca ~;ual r- y C:-:mmi s 3 i on, vJa shinqtor:, D. C.

Ba':':el1e Memorial Ir:.stitut8, Headquar-cered in Columbes,::hio

Br()okhaven I~atiorial Laboratory, Upton, NeVi Yorr.

Charles Stark Draper Labo~~atory, Incorporated, Cambridge, Massachusetts

CNA Corporation (CNAC), Alexandria, Virginia

Environmental Institute of Michigan, Ann Arbor, Michigan

Georgia Institute of Technology/Georgia Tech Applied Research Corporation!
Georgia Tech Research Institute, Atlanta, Georgia

Hanfo::d Environmental Health Foundation, pichland, Washi,igton

lIT Research Institute, Chicago, Illinois

Institute of Gas Technology, Chicago, Illinois

Institute for Defense A~alysis, Alexandria, Virginia

LMI, McLean, Virginia

Mi tre Corporation, Bedfo~d, Massachusetts

Mitretek Systems, Inc., ?alls Church, Virginia

National Radiological Astronomy Observa'tory, Green Bank, West Virginia

National Renewable Energy Laboratory, Golden, Colorado

Oak Ridge Associated Universities, Oak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Research Triangle Park, North Carolina

Riverside Research Institute, New York, New York

South Carolina Research Authority (SCRA), Charleston, South Carolina
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Soc:::rierr. F-..-=si=ë:~' Cl: If.s~': -ru~~ f E.:rIL::rigL2TI:, f-_labaTI\ç

Sou~hwest K~5cë~Cj iDs~i~ute! S2~ A~~O~iGf Tex2s

SRI In~Ern~~ior:¿l f MeLlo Park, C~ii£orni2

Syrbcus~ Res~2ich Corporation, SyracusE, New Y0rk

Univer~ities Res~arcti Associationi Incorpo~~ted (Na~ionbl Asc~leration Lab) i
ArgoriDE, !llinGis

Urban InstiLute, Washington D.C.

Non-profit insurancE companies, such as BluE Cross and Blue Shield Organizations

Other non-profit organizations as negotiated with awarding agencies
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ATTACHMENT "E"



'Ci,:=-cu-lar 1\)0. .È..-- l3 3
F.eviseò ~ú show changes published in the Fed€T-el Regis=er JunE 27, 2003

F_U¿:.ts of .s~?:teEJ Lq.c.c) Gove::nrent.s, anå Non-P::ofit O::gan.iz-at.i.ons

T0 THE HEl-.DS OF EZECUTI\TE DE?p~RT¡VIENTS P.ND EST_ZiLlSHIVJENT,s

SUBJECT: p.udits of'St:a:.Ê:s, LÒ,cal Gove:rnrneni:, and NOTJ-l'roL:.t: GJrganizatÚ:ms

yurpose. T:tis _,~C.;:.-rs:0.-i_èir"i's-' i.ssu_e.â'-'.p.~rs.uant t.J:i tr.l~ Sing~,~E:'-'Ä'~¿f:.'~t, -i-~g;t,--Qi-_,"
:ió:8~, J-.L. 98-502, and tilE Single Audit Act Arnendrrent.sof1996,"P;L" 10.4,..,-T56 ,
11: sets forth st.andards for obtaining consistency and uniforI1ity"aTlOr;gFeò.ei'aJ,
agericies for the audit of .States, local goverrimerits, and non-profitH
organizations ey,periding Federal awarâs:

2. li.uthori tv. CircularA-,l33is issued under t:he aUt:hori t y.of secfiQns
503, llll, and 7501 et seg. of title 31, United States Code, and Exeëiifivg
Orâers82~8 and 1l541.

3. Rescission and S~i:ersession. This Circular rescinds Circular A-128,
"Audits of State and Local Governmeni:s, 11 issued April 12, 1985, and supersedes
the prior Circular A-133, "Audits of Institutions of Higher Education.and .'
Other Non-Profit Institutions," issued ,Z,pril 22, 1996. For effective da::t,és;'
SAC paragraph 10.

4, Policv. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that differ from the
standards provided nerein, the provisions of the subsequent statute shall
govern.

Federal agencies shd.l1 apply t:he provisions of t.hesectioIl.~ oLthis
C~ircular to non-Feder¡:l EIltities, wiiether they are recipii=ntst:¡pé:acìj,ng'
Federal awards recei \Ted directly from Federal awarding agencies, or are
subrecipients expending Federa-l awards received from a pass-through entity (a
recipient or another subrecipient).

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

5. Definii:ions. T;te, de:U.nitiqns of key tenns used ÍD tliis ç-ir_ci,ar are,
contained in § .105 Úi tl:1eAttacbment to this Circular.

6. Recrired Action, The specific requirement.s and responsibilities of
Federal agencies and .non-Federalenti ties are set fort.h in the At.tachment to
Lhis Circular. Fedèral agencies
må.k-ing awards to non-Federaleritities, either directly or indirectly, shall
adopt the language in theÇircular in codified regulationsasprovided.in
Section 10 (below), unless different provisions are required by Federal
statute or are approved by the Office of Management arid Budget (OMB).

7. OIVJB Resportsibilitiès. OMBwiH review Federal agencyregu~ations and
implementation of thisCirciilar, and will provide int.erpretationsofpalicy
r~gui:errent.s and assistance to ensure uniform, effeCtÜTe and erfiCient .:LripJ-i:inentation. '. ,
8.; 1 nforma t ion · cciÎla:ct. . Fiirthe:t inf arma tion concernifiCirc\JlarA :-133ma y

"be~:,*~"ti'ined bycontac;tirigtheFinanciai Standards and Reporting Bra.nch, . Office
i~2:Jll~~~~~1 t:i¿;h~~~,,~.ji~~,~j~:i~~§9~~fice of Hanagementàrid"~~dget,.waShiIlgtón,

'-:,:~ '~'?;::xe)-'
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~

Co

t.hr.
P.e",.rievJ Da':e. -:r~~.5 Ci.::-.:":i2.a!" \111...1 na-'l7: a

da:e ~f issuance.

:)8:; i::v- . ~ev':" l:"J ~:-1:~~i: ~/-=a~:-s :: :-~.in-'

,0. t:ffective Dates. The st.andards se': :or':h in § .400 of "Che p.t:.achmen:.
::c; -."is Circular, vrhic::: apply dire::tly to :=edera.l ag-eies, shall b-: e::e:::'I'2
Ju; j' l, 1996, and shall ao?ly t.o audit.s 0: fisc:al vears beginni~a a:':er J~ne
30, :9%, ex::ep': as ot:-er~r::se specified in § .400(a). ~

?he standards set forth in this Circular that Federal agencies s~all
apply ':0 non-Federal entities shill be adopted by Federal agencies in codified
regulations not later than 60 days after publication of this final revision
in the Federal Register, so that they will apply to audi':s of fiscal years
beginning after June 30, 1996, with ;:he exception that § .305 (b) of the
Acsachmerit applies to. audits of fiscal years beginning af;:er June 30. 1998.
The requirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-133 rèmain in effect for audi.ts of fiscal years
beginning on or before June 30, 1996.

The revisions published in the Federal Register June 27, 2003/ are
effective for fiscal years ending after De.cember 31/ 2003, and early
implementation is not permitted wi~h the exception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Di:ector

Attachment
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Subpart A- -General
§ .100 pu~pose.

':~~.::5 par:. 5~::S :o:!':h s::a!1dar:is :o~ :,b::iir_ing c:::msist.enc:y a:od unif:::-m::.:y
amo:',s I"-:::e::al :i?e::::ies f::r ::he audi: :,: non-?ed'?:-a:; -=nt:.::.es expending ?edera::
a.v;::~~js .

§ .105 Defini t.ions.

Auditee me ans any non - ?ede:-al enti ty that expends ?ede:-al awards which
muS'': :)'2 aud:: ted under ::his Dart.

AuditJr means an auditor, :.hat is a public accoun::ant or a Federal,
S:.a:.e or local government audit organization, which mee::s the general
standards specified in generally accepted government auditing standards
(GAGA-S). The te,~m auditor does not include internal audit.ors of non-profit
organi zat.ions.

Aûdit findinq means deficiencies ~hi=h the auditor is required by
§ . 5 10 (a) t.o report in the schedule off indings and questioned costs.

CFDJl. number means the number assigned to a Pederal program in the
çataloq of Federal Domestic Assistance (CFDA).

Cl uster of ~roqrams means a grouping of clqsely related programs that
share common compliance requirements, The types of clusters of programs are
research and development (R&D) 

, student financial aid (SFA) 
, and other

clusters. "Ot.her clusters" are as 

defined by the Office of Management and

Budget (OMB) in t.he compliance supplement or as designated by a State for
Federal awards t.he Sta~e provides to its subrecipients ~hat meet the
definition of a cluster of programs. When designating an "other cluster," a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance requirements applicable to the cluster, consistent
with §_, 400 (d) (1) and §_, 400 (d) (2), ::espectively, A cluster of programs
shall be considered as one program for determining major programs, as
described in § .520, and, with the exception of R&D as described in
§_, 200 (c), whether a program-specific audit may be elected.

Coa.nizant aqencv for audit means the Federal agency designated to carry
out the responsibilities described in §_,400 (a) .

Compliance supplement refers to the Circular A-133 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents as
OMB or its designee may issue to replace it. This document is available f::om
the Government Printing Office, Superintendent of Documents, Washington, DC
20402-9325.

Correct.ive action means action taken by the audit.ee that:

(1) Corrects identified deficiencies;

(2) Produces recommended improvements; or

(3) Demonstrates that audit findings are either invalid or do not
warrant auditee action.

Federò.l aqency has the same meaning as the term aqency in Sect ion 551 (1)
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Federal entities receive directly from
Federal a\'ra.rding agencies or indirectly from pass-through entities. It does
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ri0~ iric.l-ud.e pi--o_c.G.remE:l-~:: con:'':-ê; CI. 5 i ti.riQE:l- grc.n:.:: or col-.!t:.:-õ.c:'s used"Lc DUY
g::OdE úr s=r'y"í-cE:~ r-roITi venâG~s'. t.riy',- -aud-i::s, "d::;'-'-'S.tCIJ,- venåors .sl:e.~ 1 D= -::ove:rec
DV 'triE '"errns arie cand.i~ion.s 'J: :.Ìl2 con'trs.cr.. 2on:'2.ac:.s:.c opE:::a-:E: 'Ee:D.e:2.-õ.l

GO-Vê2:rinient. ownE:ci COD.;:ract.oy OpE:!"ïs..:.eò ::ac:...::"t2.=:S (GOCús') ë.::E:- =x.c:lud~ô :E:rOITi ::riE
~equirerr\enLS of ~his par~.

Federal ov,;ë2:dino aqenc-i/ me.an'S :.hE: Fé:deraJ ag:en_c.y_ t.ha:.. provl.des aT.i aWê.yd
dir8ccly to- :he recipiE:n~.

,Federal f ::rianc2-á.l as.sisc.áric'e::: rOf:ar.!.s .å-ss'is'.t:ar~c:E:-:...th,a_t ~no.i(-J'-ç'.8.:tYeii ~¡)~~. ri~.s
rece:ivÈ: .or ,admir,ister. in ti1e form of grants, loans, loan guarantees, properLY
(íncludirig donated surplus property), ..' dòopèrati,veagreenients, interest
subsidies, insurance, food commodities', dirE:c1:approprißrions, apd other
assistance, but does nor include amounts received as reimbursement for .
services rendered to individuals as described in § .205(h) and § .205(li

Federa) proqram means:

(1) p.ll Federal aWô.rds toa nOI-i-F''eGerâ1ent:Ity assign;:pa single
number in the CFDA.

(2)
agency made
program;,..

When no CFDA number iË;åssi'grièd, - allFederalaward,sfrorr'ët:he same
for the same purpose should be combined and consideredó'(iÊ;::'

..\-:-

(3) iiot,withstanding paragraphs'CI) and '(2 ) of this
cl usteroi. programs. The types of ciÚs'ie'rsÖ£ 'programs

b) .Eesearch and devE:lop,m~Il:t (R&D);

as

(ii.)

(iii) "Other clusters, U
of 'pr6gi;ari¿ .in this section.

'6'ÂG~~S .TIeans generaìiy accept£dg'qvérnmèriE .aiidiÙ~~:-¡tt~ri-d~~d:~~di~ff.gt..~il
che Comptroller Géneral of the uriìt'èa 'Stå'fei¥'j' "wh~ichareapplicêlbi~.to " .
f:inanc :i.a:)::;"audit s '.

by

Generallv accepted accountinq principles has
g e:ieralTyacÖept ed auditing stàtidardËiBši:e-dtiyt1ie
CertÌÍ:ied?ublic Accountants (P..C:El".,J _c,~ - ',.

the meanilgspgc~:(~~cìin.
.Atnerican Instit'ite or-

,-.0_".._. :~c:~. -:. ,'.=- 7--:-,"C_'.~'~;"",_,--.::...

TnMan tribe meansanY::Indi~,i'f£iÍ;è:1 ba:tid'?-riaf!ion;::oy"O'ttie:¡:,.oL-ganized
grouporc()mniunity, including any l\iaskan l\,,tiye\riliage or tegiorrä.l'/q:c" '.'vïlT'agcèeorporatioii.. (as. d_efinecì......iri,or,.est-.el1:X~sheclurclerJ. ..the'AI askan... Nati ve
CIaim~Settiement Act) that is i-I:Cö~gniz~q..'by.tllè'û#ittidStateS':as eligible Í or
thespeciài programs and servicespi:'Óvi"ëìi:à'by "'i:Be;UhiÜfà . Seates 'to Ind,ians, .
because O:ftheir ';status aslndians'.,..,

entityl s management and
règa:idingthè



,J.n ~:~i'.~::V'S mana?emeri:: and c:::her pe::sc:nnel--designed ~::' :i::::-,/'::J~ ::2ctsc:;ab:"~
Cl8s::::ance ::egarding :.he achie-veme:it 0: ::he ;:Q:":c:\l!ing objectives f8Y ,.'e.:iera:L
p:' :ig::ams :

: J. i :'::ansactic:DS aJ~e proper2.y ::ec8::ded and ac:oiinted :8r ::0:

11) Permit the preparation of reliable financial s~a::ements and
Federal ::epor~s;

(ii) ~1aintain accoun::ability over assets; and

(iii) Demonst.rat.e compliance wit.h lavis, regulations, and other
camp~_l_ance requirements;

(2) T::ansactions are executed in compliance with:

(i)
agreement.s t.hat
and

Laws, regulations, and the provisions of contracts or grant
could have a di:~ect and material effect on a Fede::al prog::am;

(iiì Àny other laws and regulations that are identified in the
compliance supplement; and

(3). . F'unds i property, and other assets are safeguarded against loss
from unauthorized use or dispositic:n.

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

Local qovernment means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, lQ~ai
publ ic authority, special district, school district, int::astate distric':,
council of governments, and any other inst::umentality of local government.

Maior DrOqram means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
§ . 2 i 5 (c) .

Manaqement decision 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 entity means a State, local government, or non-profit
organization.

Non-profit oroanization means:

(1) any corporation, trust, association, cooperative, or other
organization that:

(i) Is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public inter~st;

(ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2) The term non-profit orqanization includes non-profit institutions
of higher education and hospi tals .
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biYiB TTIE:aris- :.nE: Ezecu-c-i.v= Offi"2E: 0: ~he ~rè-E.i_âen'2 J Cr£"£~c:~ .or l~ànagem=ri:
ë.Yid B'uÓgëL.

,., ,.,. -, -~ ---. ,.

O_vt:n-s -¡ "qn.t ãq~riCv £.or, ~udi t: rrlE:an~" ~rf.t:;-:.~f'~-de:r-ciJ. ãWîi2:di.':Òg agen-cy-:- :.ria-t
pro"\ride.s .t.rlE_.-.p,yeciqrrLiTl6.Dt- arriouIl..t oÍ à~.£tct.,.~£tind-fn9- TO G rE:c-ipi~ni: riOt. ass-igTJed
êi cOgE2. z am: õgeIJc)' for audit. . ¡;nièr:i::bere 'i;Ênodirectfll'1dirig, i:he Fede:iê.l
agency wien ehE: preciom:.nant indirect funding shall assume: :he: oversight
2:esporl$-i.:p"~_litie.s._. The àu:.ie~. of tri~ oversight. ó.géYlCY ÍGl. Cluait ã.Tê òe.sc2:ib~d
in § . .400 (bJ. .

EffE:cc.Jyë. Jujj 28, 2003, che fOllDwing is added i:tiiis d~finiti()n.:
:ft Federal agericy witfJovésight.. for an aiiditee ITay n:assig:rJ' oyErsight1:
another Federa'l agency which 'provides substantiö.l fundingà,iiÔ agreëstb
bE: the oversight agency for audit. Within 30 days aftexi:rlY . .. .... . . .
reassignment, both the old and the new ove'ysight agencyfbr audit shall'
notify.the auditee, and, if known, the auditor of thE: reassignment."

_.,...- . ,,-',
Pass~thriJuah entitv m€:ans a non'-Fed,ecraJ. eIÌtity i:hat provides '" Federal

award to asUbrëëípient to carry ant a ,Federal .program.'

Proaram-specific audit means an audit of one Federal program asprcividèd
for i.n§~'.200(c) and §_.235.

--

Oue.stióned cost means a cost that is questionedbytheaudi for bécause
or an audit finding:

(1) Which resulted from a violation or possible vic,latiònofa
provision of a law¡ regulation¡ contract¡ grant, cooperative ,~greemept, or
other agreement or document governing the use of Federãl fundsr" :'inci:Gdlñtl"
funds used to match Federa~ funds; ,~ ..'"

~ c ,("

'. ", '..:: ~_ _:". ,0 "_.' '., . . __. '.:, _ :., ' _". , : - , ,." ".
(3) Where the costs incu:rred appearuIlr'~asonåblea:nd.' do

the actions a prudent person woùldtài:e'inthecircilstances;'"

auditi.~- are. 'Dot. '. (2y' .Whérethe'costs¡
. adêqÚàt-é,côÔcûìeÙitatioh; pr'

, ,.' -' ". l' ,-;, ,-- ~...' -, ~ :-,

Redi.pient means a nor¡:-Federi:le;rt~t~.~.\th.ëtexpends
t-e èeieved.ci;i,;se.Stly f r om_ a . F E?d E.r? l, gW9--rq:L1?,gi,.~.9tIr-tè'to carry

t'iogràm~ :

Researchanddevelonment (R&D) means all reseè:Ich åc;ti viA:.ie-s, ''bat.hJ:iasic
and' appl-Ie'Cì 'and aU development acti:,ities_ t,hat are performed by a non::
Federal :enttlf:y.. Res'earch is d~fipeâ 'as g.~-~syst.emátic 'study .dire'Cted töw¿rd

deV~~8Pp;~i:t'.of' prototypes andpToèesses,. ...... ........
,~(i~:;;L!::r~'~D2~.~'~ è.~"'¡;.':'::-:"'¿....~-:;. .--) 0,' . .~..,c-:..,-,..~. \:
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,'d", :'_r: ~.:La;¡(;S, ".-.\1 ~~:s'~::umer::'2l~~:i ::f!e::"!":, 3D:' :nlL:i-::'~iJ':'", r~,?i-:",,:., (),

,.,' -"~:;:.il~.~' er,ë.;.,-Y vii'.:'.::n nas g(,'ie::nmer,,,.òj. :: .HiC:":.ioTls, and ar;y :.:idian tr~;)e as
~j~~::-,.rii:~d :"T. :.hj.s .3e::-~~~.:)n.

S~udent ?i nancial Aid (SFAI in(;l~des ::hose programs of general s::udent
2S"is:ance, such as :hose authorized by Ti::le :V of the Higher Educa:ion A=:
')f 1965, as amended, (20 ü.S.C. l070 et sea.) ¡.¡hicn is administered by:he
u. ~. Depar~ment of Education, and similar programs provided by other Federal
agencj es. I~ does no,- include programs which provide fellowships or similar
~e~e::aJ awards :0 s:adents on a competitive basis, or for spe=ified studies or
~- ~~; e a :- c ti .

Subrecioient means a non-Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program, but doo;s
not include an individual that is a beneficiary of such a program. A
suhrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing betw~en a subrecipient
and a vendor is provided in §_' 210.

Tvpes of compliance requirements refers to the types of compl.iance
requirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort; earmarking; and,reporting. - '

Vendor means a dealer, distributor, merchant, or other seller providing
goods or services that are required for the conduct of a Federal program.
These goods or services maybe for an organization i s own use or for the use of
beneficiaries of the Federal program. Additional guidance on distiriguishing
between a subrecipient and a vendor is provided in §_, 210.

subpart B--Audi ts
§_,200 Audit ::equirements.

(a) Audit required. Non-Federal entities that expend $300,OOn
($500,000 for fiscal years ending after December 31, 2003) or more in a year
in ~ederal awards shall have a single or program-specific audit conducted for
that year in accordance with the provisions of this part: Guidance on
determining Federal awards expended is provided in §_. 205.

(b) Sinqle audit. Non-Federal em:iues that expend $300,000 (S500,OOO
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 except
..¡hen they elect to have a program-specific audit conducted in accordance with
paragraph (e) of this section.

(c) Proaram-specific audit election. When an auditee expends Federal
a'wards under only one Federal program 

(excluding R&D) and the Federal

program i slaws, regulations, or grant agreements do not require a financial
statement audit of the audi tee, the audi tee may elect to have a program-
specific audit conducted in accordance wi th §_. 235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass~through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards ex ended are less
($500 000 ror fiscal vears endina arter December 31 2003,

8
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E:!'~"'_-:.:e.:: ~_.t..ë:' i:zpe;ric less "C,riê.L ~',~.C.d:"J,úO(l ($:;()6~~'úúq for :.:scei'''YE:c-::s endi.ng
¿f~~r L~~~Jn~EI ~~ ~ 2003) ¿ yEar ~r~ tea~r~i -'a~2fC~ ~=~ ~xe~p~ frorr l'~der ~l
2Uc:":7: 2..r=qL:.:reIlL~rJi.,: Í0I t.r.lc.-T :'/E:ë.!, ezc;,ept e:s'no:.~d ir~ §__z:l.5.(..), :Out. 2.-'e:,o!'d.s
mu.s~_ TJE; á'\"2,~i2.i.i-t- Îor rE;v.i'e\r~1 C'-2: ê:1..dit by appr~p!'~ótE: ~~f~cic.~s of t.Iie r'E:GE:':ë.l
ë:ge:ric~"J ti2.s.s-tt:-ough erl:.i:t.y., ê.nè Genf:2"al i-~cçoun:.::nç ÚI:'.lC:E: -(GAO)

!E:. FE:ciE::-e~jv ?uIioe:d f.~.sE:êYC( .=nd D:=vE:.JoDrneni Ce:T!:.r:7'S fFFP.DCi

i--_2:rl(:gernEi~t GÍ i:Ti eiucii~'e~e.. tba't O'v,lLS ú.T PPt:~.,,-i~tts ~ FFRpC TItey f:léct. t.o trE:êl :.r.lE
FFf:.úC á:oS'õ c sepë.:catE: érJLi t,y f.oy ptll.;IJC;,.sé~&f ~.f" thi's t.ár,t.

§ .205 Basis for determining Fe_d.erë.i:åward.s expended.

(ëj Determinina Federal aviards expended. The det. 
e:rminati on of 'wbèri ëTl

awaio is expended sÌ"Çiu'ld be ,ba,ß,êd'.'.~,9'~" ,:~¥J;~.ep..,.::tJ-i~. ,:ac~i,vi t.y rela,t,e.d, ,t",G. tbe aWE:rd
occurs. Generëlly, the aeti vity pëit"a.Üis,~:-t9' èvents that reg\iirétbe non-
FederalE;nti t-y:.o comply v.'iLh lav,'s¡ regulcatioTls, ànd Üieprovi~j:dÒriscof
contracts or grant. agreements, such a's.: eJopendii:ure/expe:nset)::'aii.:;act.íöns
ëssúcia i:ed with grënts, cost -reimbursement contract s, coopercati vé-agi'eements,
and direct appropriations; the disbursement of funds pass'ed tht6ughtò .
subrecipients; the use oflúan:' proceedsu,nder loan and loan: 9uarëlntee
programs; the receipt of property; ther~'~eipt ofsurplÙs' p:tÖpért.y; U:;e
receipt or use of program incomt.;:ttie distrJi:ution or consU!F'-iípn of food
cOITodities; the disbùrsement of amou.i-tpentitling the non-Fe;déral ¡:ntity to
an interest subsidy; and, the period-when insurance is in förcé,

'.-:'

(b) LGan andloanauarantees '!loans). Since the Feder¿lGôl.ei:ièrit is
at risk for loans until the debt is nepaid,Üi,e followinggÜideiJ:nesshällbe
used to calculate the value of Federal awards expended under lo~n'prògråms/::
exce:pt as noted in paragraphs (c) and (d) of this section: . - -.

(1)
. .

Value of nèwloanSrrédE;d or receivèd ßÙrin;q:'tl:tiè; fiSCâ.iï..~.;f
plus

(2) Balance of loans Írom previous years for which ti-,~ Federal
GI?Xtr:~erit imposes continuing compliance requirements; plus . . ..... .

(3) 7my interest subsidy, cash, or administratiyéf;c;cqst .alluviance
.. "\receiveçl.

(C),Loanandl~an uu~rante,es rlûeil:S) at i nst ítut~ ons o:fh'iaher
education. When l0aTJSuaremåkietu:stu'd~:It;so.f an.instit1.tioD'St l"ighe:t
education but the institution" does not~äk~theloans,.theaon.lX.t.lle'\Ta,li;e,.of
loansTIadeci~riIlg the:year shall be cO,nsicler~d FederalawardseXpè'ndèd-'.Ú:ithat

y(~a?:"TheNJ,ánce()f- lóàns fOrpreVI9,lls;.ye,arsis not iIìcluded"as Federal
awards e);pe:rided because the ler:detacGèOtr!ÌVs,forthe prior,balàncE~., ,.", ,'c ' . ',' '. . :'~":-"'-',:,' "~"";', ,,~.;,;~'.__. .: .:::;:':;' =;,"':',',,'C

:',Y)~;.::' ',' ;~~i.~-,-,o,~:',' .:,:, :"~:'::'\ "':';:' ~ __:):/,:." ,:::.

, ....... .td) Pri.or loanandloanouarantees ¡loans) _ Loans,Ùie pr'océ€ds"ó:f
")\i-ic¿l1w~rex~s:.e.1 veçl. àfi~"ey.?~nè:ediI1FPT~~8~S.)q~;it:t~L:,ëlr:r= Ilot~ c9E7tj,qtred)re?€;ral
awards;experided under this' pàtt whefit¡l's-taws,reguIBtiQns,~~.ÍÌqTtl-~.pl-qx~sf:8ns
oÍ. c~Iltrp.cèts orgrantag::eeIlI~l1tspe):taiFt;i:rç¡ to such loans impose no çÒndtli:Úling
compliaricerequirernentE; at-her th-a:tidto'orep%y the loans .." '., . . .

,;,'~'. --" '.,

," ..' ....... (e) .' Endowm~ntiÍund:s.Th.eCl.mÛt~t.i'tebalahce of. Fedeí;2laÝldár-k¡;~t~l'~T..
edndQ.wment:-r);inçl;s which are federally redsttricted' a r econsiClered . aw àtds "e,xPençied
;iÏI~~9Py.~¡ai iriw~~ifh':~~&":dfil£d~ .a r.~ ';7r.i H. rest r i c ted"

..;,t~~~¡4;~~1f~~~~~.:~;~~~~~; û~~~'~~fjl~. ~:f:fv::o~~vi~ ~ e;; e.~ sr:~'~" .~~~:~~:~e~~apart

',-"':.""'" ",C" :' '_'_""

.:§:("

'~-,'; " '.' ,'", .' :' õ ',',.....,.,..:,..,'..,',:--,:.,,;

,pg~!~~:~~i~i~¡t~Ä~~$~-- ", e ~,...;
..~-':.:.." ':l~ ,;"::~ ,~..:~.:"

, :::i'-U3;;"','.' .:,¡;:)'l~:.:;\:;:'~

. '-,.,:,.':'..
,~' ~ ,:':' ; " ':,:

"".",.",'

~'::'::\::_'~'~-~, ',:,;;:~
,,' I,:, ,__ ::,::,~, ,.:. '.':' '-"

~; ;;~:;~~~~::.,:;,"~~\~::'::~~::/.::,::,-,,"'.;" ;-"

',','., ''''',:-- ..:'" '.':""',,.,".. '-:",,"\,',-". ':':,',',';",'
"":'''';:c''-.

,;:,-;
.:': +0

. ,:;' !-: :.:~,.:-
,;',:--"

..'.I.-,,"",'¡~,.~';'~ ',"" ~'-~',~';;,,);!,-, ';;r2:,~';.~::i':""
"",.;.:',:':-,

; ".;, ~- ,'.;"',' "',,',, ..","'--j;," ":",":".:'



., di, ~1'1.:.::-~J ~~C' ::6r-:~'" ':ìLl'C (~ ::''7':~'~:~6~. ;~':~(.J~::am 3;'12:.':...1 ::)~ ':_ii:_-:Jd.c-::"L .'Je.~~-e:':-Tr-~:..::":~:

r'~~':"Jr~~~ ;:) ~ ~~'\'iaTjs ezpend'2~ and 3ur'!je::~- ::. aud:.": un-jier :.r~:.s pa:~.

¡'f ~alu~no non-cash
h~~C':: ::'e:-:'", :()~)3 s~ampsi food
;.':- ') i.J i:~:: "' ' t .s ~ 2. 2. 1 :)'2 7 a llJ le d at

.essis:ance. Fede:re.:: non-cèsh aS3is~ance f su~h CiS
prop€~~y, or dona~ed SU~?_US
:he t~me 0: rece~p~ 0~ ~h~

ç:)mmodi ties ( dGria~ed
fair rna~ket value a~

asse3~ed v~J.ue ?~ovided by ~tie F~de~al agency.

Ii- , M~dj -:ar-e. Medica:e payments to a non-Federal entity fo~ ?rovj_di.ng
:~ M~di c&re e~ig~.bie individuals a~~ not co~side~ej~);) :-_:. ~ n ~_ -:; r: ;- e :l e :R 17 .;, :~.3 s

~e1e:2J. a~Ja~ds experided under ~hi3 pa~~.

(.;.) Medicaid. Medicaid paYTTien:.s to a subrecipient for providnig
patient care services to Medicaid eligible individuals are not considered
lederal awards expended under this part unless a State requires the funds to
be tr~ated as Federal awards expended because reimbursement is on a cost-
reimJ:iursement basis.

i j ) Certain loans provided bv the National Credit Union
Administration. For purposes of this part, loans m~de from the National
Credi t Union Share Insurance Fund and the Central Liquidity Facili ty ~hat are
funded by contributions from insured institutions are not considered ~ederal
awards expended.

§_.210
.... 3:'~

Subrecipient and vendor determinations.

(a) General. An auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be
subj ect to audit under this part. The payments received for goods or services
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b) and (el of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services.

(bi Federal award. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

(1) ::etermines who is eligible to receive what Federal financial
assistancei

(2) Has its performance measured against whether the obj e ct i ves
of the Federal program are met;

(3) Has responsibility for programmatic decision making;

(4) Has responsibility for adherence to applicable Federal
program compliance requirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass-through entity.

(el Payment for coods and services c Characteristics inditative of a
payment for goods and services received by a vendor are when the organi zation:

(1) Provides the goods and services within normal business
operations;
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P r (1.'J\~,ide.s ~ _IL:-:_'= ë.:: O(,'0'~~ ÚY 5l=rviC:~5 ;- r, rfie:í~-Y .c.':=ZE:2:STi'l

pU2'cr~ë.~s::::;

. ..j 0p~rõ.té-5 ':T c: COITlr.)E:i:i:.ivE erivir-únrUéri"";

j 4) P!'-ovi-de.s gúúdS ú! services t.he.T. aXE: '"c'TlcillaY'y to' -crle
o'pe2:Ci"!iúr~ úÍ -:lje Fed'E:Iël p.roç;.: an: i ã:rid

r~) Is ri:ût ,s:ub~¡_~ct t.c. cornJ:liari~,~ :requ~.:'eI~ltrits e,f ""rlE: F-Ë;'de::-ë.l

px 09 I' aii: .

Idi !jse of iudarneDt u; maY-iDo determir;atiûn - T'here maybE: unusi-al
circumsLaTices or exceptions to i:he listed charâcter istics. Ine'ma'kino 'the
determinátion of whe.ther B subrecipient ot vendor relaLionship exi st~, the
substancE: of ë.he rela:tionship is. more important i:Ìiân th~ for-Tn of ttie
âgreement. It is not. expeçted Üiât all of the characterisiicswil1 'be present
and judgment should be used in determining whether an entity iOs 'ä'dsubr-ecipient
or vendor.

(e) For-profit, sÙbrecioient. Since this par-tdoe.s Trot"applytOfor-
profit subrecipientsrtliepass-through entity is respòfisiblefoiest.abl:ishirig
requirements, âS necessary, to Ensure compliâTlce by for'"pTofï'tsübre'cipîe:rts.
The contract with the for-prOfit subrecipient should dèscribeappli.ta:ble .'-
compliance requirements and the for-prOfit subrecipient' s compliance'
responsibility. .Methods: to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award âudi ts, moui tori:hdg diiiingtbe
contract,ând post-c'award audits. i,'.

"',','

(f.l Com-oliance resDonsibilitv for vendors. In most cases, the
ai,Çlitee's complicli:ceresPQT1sibllity for vendors is only to e'is'ure,thatdtt1.?___
pfÓ'curernentf r-ceipt/and~pa::yentfor. goods and servicescQmply),iithlaws;

....r'egù'át ions ,aiid "thê pi'Ovisi6Iisó fcoriÜact so r ... grarit'ifg'r¥~rñ'ê'TW€!,l~'PiÕ"grâi' .
compliance requirements.n.or.nia1ly do not pass through~o'véIiciÓi.s;;"'È:oweYÆ:dr:T....the
auditeeiE responsible'fbxdensuring compliance for \;end~.r\#~ns~èt~o'r~\ol:iCb'
arE: structured suchrthaVthedvendor is respon'sible' fCJrprograÍì:-'to'm~iiâriè€l'C:r"
thevendoY's recordsmust'be'reviewed to determine prögf;am)ê6nipiii~Eèé'~"-~~lso:,'
when these vendor trå:nsàctions relate to a mâj or program,. . the scopeo.fthe
a\1dit shall includectete:i.ining whether these transaat,òlis~:i,~t~'~;;i6o,ILP1:is':nce
with laws, regulations, and the provisions of contracts' or 'granF'ligr:e-'m'ëifts,

§ _215 ,requiremen ts ~



""i':,,'--; m;., ::-?qu.'?s~. an ;ndj.7."';' ':.0 :,2.'1" e- pa:::i::'.;:.2.:: ;;'ede::a: p::üg::am au'..".~.''':; ëS

~ ma '.~ p ~grdm in :ieu 0: :ne ?eje:al agency ::ond~:::~ng 8: a!:ang~ng f~! :he
ò:Jc:.:.._.';:',ec a.ud~-_=:. Tc, a:iv;.¡ :E.:):, ::lanning, su::h ::e:pes:s shou::;. be ma:Je a:
"'..c:- " :;(, ~;e:;,:; ;;::.0: :-.~' ':~!e e"d 0: the:iscõl year ~o be aüdi':ed. ':h,:

"'JrJi"p.,,~. õ:'':er c:orisu::ation "ii::-, :.':3 audi:or, s;-:üüid pr':m?:ly respond:o sü::;-
::",~ur.!;.;c_ by .:r,forming :he :ede::al agency ¡.¡he':her ':he :?!'ogram would 0~he::"Lse ;)':
aud: :.'~d oS a major p::c)gram using :he risk-based audit app::oach descri;.)ed in
§_.520 and, i:i no':, :he estimated inc::ementõl cost. The Federal agen:y
.3t,¿,U ';~ii':i~ p:::imp-:ly corifi.::m to :he audi:ee ;,ih'?,:;-ie:: :i.t ,,¡ants :.he program
iJ:¡rJ;'.:'~d as a majcir p::~)~Fclin. j:f :he pi:og::am is ':0 ~)e cluc.:.:_ed as a :najc:r
p::ogram based upon this Federal agency :request, arid :he ~~deral agency a;::~es
to pa y :he full incremental costs, then the auditee shall have the program
Budi~ed clß a major program. A pass-through entity may use the provisions of
:his paragraph for a 3ribrecipient.

P,e:n.l'3st :82' a ::;,:-':;c:~arr-, :-c.. ;:)i: 2u:1i ':"-2:; ~~:.-. ~. iìc;.1'-:)~: ::r~)Q:~~lrrl.
~-::!:;':;?~2...

§_.220 Frequency of audi ts .

Except for the p::ovisions for biennial audits provided in paragraphs (a)
and (b) of this section, audits requi::ed by this part shall be :?erfoimed
annually. Any biennial audit shall ~over both years wi thin the biennial
period.

(a) A State or local government that is required by constitution or
statute, in effect on January 1, 1987, to undergo its audits less frequently ~
than annually, is permitted to undergo its audits pursuant to this part "
biennially. Ttiis requirement must still be in effect for the biennial period
under audi t .

(b) Any non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1995, is
pe::mi tted to undergo its audits pursuant to this part biennially.

§ .225 Sanctions.

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

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

(b) Withholding or disallowing overhead costs;

(c) Suspending Federal awards until the audit is conducted; or

(d) Terminating 
the Federal award.

§_.230 Audi t costs.

(al 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 wi th the provisions of applicable
OMS cost principles circulars, the Federal Acquisition Regulation (FAR) (48
CFR parts 30 and 31), or other applicable tost principles or regulations.

12
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UG~i~O~2Dl~ c~s~~. r_ YJCJr,-F~Qt7~-E:i ::T,T" ..~.: .srJ.ë~i --ri'ei: ::l,¡":=::g-=: 'CfiE:
fC_~0~~G9 LG 2 Fed2i~J. 6w~~d:

r 1) T.tJ,E:, C:úST: 0Í ã.LY ê'i.C.~ 't ~TJdE:2: -=hc S-ing-le l.ud.i't l-..ct J..ii~ridnieT.!"'~
c': ~SSL !::.~ U.S.:. 7501 e"r- SE:O. fjüi. C:CinCll;:c~E:C iT cc'coi:"òcnC:é-;¡it-h ~Ìii.: p'ë:It..

~ 2 ì TbE: cost. úr Clud:: ~::IJg e. TJÒrJ-FE:d-E:Ic.l s-nt.::.-y ,..ibich Iia.s" F-E:.diE:!"c.l
ê;v;ard.s E:?:perided of less Ü~ari :;::5ú0, üDe; ($500, ûOO for fisccl yea::s ending aÍr.er

úE;cember 31, 20(3)pe:ovf;iir ¿,I10 i.' ':¡ereI-..YE:,;errípteò under i; .200 (d) from
i',ó"\~rig af, óudit çOrJduct:~dunder LL:.s¡:arc Hov~e';E:( this doe.s~notprohibitó
rJêss-througi; entity from chargiTlg feocrãl avlãrds for t.hè-cost of :liiIlited scope
audi tsto mOTii tor i ts'subrecipients in accordance:.v-i i:J _§_' 400 (d) (3) ,
provided 'the subrecipient does f,ot i,ave a Sir;glE; aiidlt: For purposes of ÜÜs
part, limited scope audits only include agreed-upon p:t¿cË;êJu:re's_~:èngagèments
conduci:ed in accordance vl' th e1 i:her Hie .F.ICPA's generally acc'epte'daudi tiDg
standards or àttestatioD standards, that are paid ~or ~nd arfanged by a pass-
througl-, eritityaDdaddtess. or~ly one or more of tlie fol,lowiigt!,pes of
compliarice requirements; aci:ivities ãllowed or ui:allo..,ied;allowable
costs/cost pi' incipres ; eligibility; matching, lev.el c.feffoit ,E!åJ:;r~a'king;and; reporting. . .
§ .235 piogra~2iipecific audits_

(a )Procn:am-sDetific audit auide available. .lñrrLCny 'c'asts',àp:rbgralI-'
specific audit guide will be available to provide spècificguidance'tOthé
auditor with respect tÖ'iIli:e:rna1 control, compliancereq'lirement~t suggested
audit procedures, andaudi t .reporting requiremeIit,i5..,'1:n-è:,,::èu.qi't6íéshould
conta ct UreÜHice' of Inspector GenerëÜ of the Fed¡:ial ¿genct'to :de'terrnne
vlheÜ;E:r such:' a:gUide i s"avai labl e . When aciirrer;.f'p,roqr,àrr- ~pe.cI:Èic. audi td

~~~..~'~.i~.n:gV:l~£~~~~iiri~~;e.â~~i ~o'~u~~.~.~.l f()lJ ow GAG~P: -~~~:.'~!~....,~tl;i'~'~',~f~!:c""...,_.o.,' ;.:' ,~'

(b) Ptdbrani-sueèHicaudit Guide not a,,;aiiåtîi'è'; ., cl) :'Whe:i-da! PtogF:a.ni'7
specific audit guide' isnot availableitheaudit€e-â.n9u~Üditòr'shall hEive
bas'ically. the's-are.d,reSponsibilities forthe,:résferal\'p-fbgrarii"å'' they.' y$'ou4êlXlta'.;vE'

for'an aUditofëá'major program in asingle'auditi:":.' ,- --" ";'i"'''''", - " ~
(2) The audi tee shall prepare th~ :tinåB'c:iii'sta't-t:wg-t(S)- f,-o:r

Federal prograithat includes, at a minimuTI, a schedule of e:xpen.dit'tÌred5of

=~'~~J:.~i~ga~~i~'1i~1'~=,:âr-~~j:'e:~~i~~i::~et~2~ed~.~E~:k~~a~~~~~t~~~~i:... a.f..pr'òr: auditdfìnditigs::coIisi:St:eIlt with thereguiremen.ts.ò::f;;§:';":'31S(b)i' .á'nd à'
Corrécti;Jé'á?~i6fr"p;îEir:dèdIîsjjite~t.w i tli.the .r~ guir~rÙ~nt§:_%:r§: ";:.,,3j5r~y:!:, '.

',the

(3ì The~uditor shall:
, - . - ~-~,

fedÈ:ral



:,j...l ~..cJl::Ci\tJ 1Jt:. aT; ;j:_.':JI" ;~J___ _ :'''~1dj.f!gSf ;)::~:::;:.rr T..:::l.£~:~.~.:~;~:.

,'r, .,:;!;-;':::; -::,e ::':Eisrjr,ar,J.'o,:'les;; of ':.!i"~ ;;'..inuci:-~: :-:::',edl-~.e ':;;' p::i'Jr aud:.: :~;;~i~¡.::"
prD~ar~d ~y the audi:ee, a~d report, as ~ ~_r:e~t year audit finding, when -:he
aud. ':_or concludes :hat ,-:Os sumrr.a::y s::heduis ::Í pr::0:: audit ::,ridings ma::'2::ii::.iy
æ~ 3r~p::esents the status of any ?::i0:: audit :inding in accordance wi:~ -:h-=
re::!,;~rement.s 0: §_' 500 (e) .

(4) The auditor's report 
Is) may be in the form oÍ ei~her

~ombined or separate reports and may be organized differently from the manns!
¡:J-"~:.en:ed in this seeL.on. The auditor's re::ior:' s ì sr.,,11 state i:hat the audit
,JcJS :::onducted in accordance ,,;i:.h ti-is ,jfirt and include tile follo"iing:

(i) An opiniciri (or disclaimer of opinion) cJS to "ihether

the financial statement i s) of the Fede::al program is presented fairly in all
material respects in conformity with the stated accounting policies;

(ii) A report on internal control related to the Federal
program, which shall describe the scope of ~esting of internal control and the
resul ts of ttie tests;

(iii) A report on compliance which includes an opinion (or

disclaimer of opinion) as to whether the audii:ee complied with laws,
regulations, and the provisions of contracts or grant agreements which could
have a direct and material effect on the Federal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the audi tori s results relative to
the Federal program in a format çonsistent with §_' 505 (d) (1) and findings
and questioned costs consistent with the requirements of §__' 505 (d) (3) .

(c) Reooi-t submission 
for Droqram-specific audits.

(1) The audit shall be completed and the reporting required by paragraph
(e) (2) or (c) (3) of this section submitted within the earlier of 30 days after
receipt of the auditor's report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submi tted within the earlier of 30 days after receipt of the auditor's
report (s), or 13 months after the end of the audit period, unless a different
pe"iiad is specified in a program-specific audit guide.) Unless restricted by
law or regulation, the auditee shall make report copie~ available for public
inspection.

(2) When a program-specific audit guide is available, the
auditee shall 

submit to the Federal clearinghouse designated by OMB the data

collection form prepared in accordance with §__. 320 (b), as applicable to a
program-specific audit, and the. reporting required by the program-specific
audi t guide to be retained as an archival copy. Also, the audi tee shall
submi t to the Federal awarding agency or pass-through entity the reporting
required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of
this section, and the auditor's report (s) described in paragraph (b) (4) of
this section. The data collection form prepared in accordance with
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~.- epOYl.':"lJg pa'C:-K-ó.gf;.~ s:re~l. bE: SÛDIri': -:.t.7:C -:ú -:l-i~ F'~a i.~':' -'-C::lE:Ç;-ritjgr10us~' ciè5:'.:gti2~=Ò'

~L¡~~~ s~Ga~~'~~~-:~~~~e~t C:~:L~~~~~~i~s~âP~ ~d~~'I~if;dZ~;~~ ~~d: 1:~~~1 :~~l: ~~f~ ~Ú~cii- e
Gi r-,y.iúr -aud.:T. f::'.;idings ::-er..c)r.~E:.d :'b:E: S::òtusn,_:?~ ..2r1~""'~.uait.:.,'.~iriGi~.!gs/-.:~trjf:~ áUdi-:E:f=

sri21i ~uDtftit. -onE:' :-copy of :.ÌiE: ,:.epú!t.,.i.ng p,ei,C)_~b~Øe:. r.ú." t.IJE:, Fe'dÈ'r2~ 'clE:aring:rlou-si= ,on

il¡;;ft~.~~rijf,!f;:tff!f:~~fT~~~tll~:¡~~;~:jti~:~~trm~f~~f::'!~iri':~~:::~~
reguirements o-I S_. 320 (e) (2). AsubY'eCipierit ITay sabmit a sopyof',thE: . .
reportirig packagE: to the pass--=hrough entityctocomply 'VlitJi tJÜ:spotificati.or;
reguirement ',.

, , '-. '.. - ,"
(d) . ".other sect; OTIS of i:i 5 pitt ma~' auplv~~ F'rÖg~arr-speci:icaudits.

are subject':'to -§~, 100 .through§_ ,.?fS'(b) /:~d§~'~2~Ò'LhYoughd§~. 23'0 I'
§ .300thi:õugh'§" .3Ó5, §.. .315,§., .3.20.(f)Ùirough§",::f20(j), §'.~.400- :,". .".'.: .--_.,'~, - ..- - ~'-' ,- :--,--. --",~." .' -:
through § '. ':40'5," §.:S10 througb §.. .51S, ,ar¡d6ther'_i:efe:rerÙ::eç: 'pt-ovisioris :
of this. pa:td:tì.nle.b cQJ1t:aryi:o the prö';isi9iisof this section, a pr-ög:ra:rt-1~ .-
specific au~~ t . guide, or program'laws and regulations . ,. ..'

Subpart C--Audi tees
§_'.300 Audi-tee responsibilities.
The auài tee shãll:

'~,,: :" ~

(a) Identify, in its accounts, all Federal



. a. Audi ~~)r ~=ocurement. :n p:8~~~~,ng aJ~~: 3e~~-_~~5f ~u~~~~~s sr.2j.~
~r,...; :,1,~ :.¡-o: p::::::u::"me:-i:. s:.andards prescribed ::,y :.rI"" -:::,;!~i:,,: !V:ar,agO:TI1eri:: -:::r:CJn
Pu,~ InO:~''2ifiaf:.e:: ::e:erred 1:0 as the ";,-102 Cammor! p.t:ie", ;:ublisho:d Mar::h ::1,
~ 988 and amended April 19. ::995 ¡insert a?p::op::iate C?R ci:.ation1. Cireula::
.I'.-l10. "\)niÍ::rm ?,dministra:.i-"e Requi::ements fa:: G::an:.s and p,greemen't3 \oii:.:i
: ns::i tvt ions 0: Hi ghe:: Education, Hospitals and Other No~- ?::ofi:.
CJ:~9anj.zatior:s," or the FAR (48 CFR part 42). as applicable (OMB Ci:-cula::s aro:
available from the Office of Administration, ?ubli::ations Office, room 2200.
Hew Executive Offi¿e Building, Washington, DC 20503). When~ver possible.
auditees shall make positive efforts to utilize small businesses, minority-
owned firms, B.nd women's business ent.erprises. in procuring audit servi::es. as
st.ated in the A-102 Common Rule. OMB Circular A-llO, or ~he ~AR (48 CPR Dart
42), as appl icable. In requesting proposals for audit servi ces, the .
objectives and scope of the audit should be made clear. FactorS to be
considered in evaluating each proposal for audit services include the
responsiveness to the request for proposal, relevant experience, availability
of staff with professional qualifications and technical abilities, the resules
of' external quality control reviews, and price.

(bl Restriction on auditor DreDarina indirect cost ro osals. An
audi tor 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 recovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparatio~ 8f
the indirect cost proposal or cost ailocation plan and any subsequent years in
which the result ing indirect cost agreement or cost allocation plan 

is used to

recover costs. To minimize any disruption in existing contracts for audit
servises, 1:his paragraph applies to audits of fiscal years beginning after
June 30, 199 B .

(cl Use of FQderal auditors. Federal auditors may perform all or part
of the work required under this part if they comply fully with the
requirements of this part.

§_,310 Financial statements.

(a) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiscal year tha't is chosen to meet the requirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in ~
accordance with §_" 500 (al and prepare separate financial statements.

(b) Schedule of eXDendi tures of Federal awards. The audi tee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee i s financial statements. While not required, the
auditee may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

(1) Li s t individual Federal programs by Federal agency, For
Federal programs included in a cluster of programs. list individual' Federal
programs within a cluster of programs, For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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!,2 ¡ Fo~ FE:d'e::s.¿ c.\,larc.s re:ceivt:c C=E. ,:.¿; S'UD~eC-ip.:~ri:., ::.ri~ r.arne: OJ:
. ri L ...c nrougn -=n' i' Y no ~Q=n:'i=ying Eurll-=2.- c.ssiqnec by :.:r~ IjaSs--=E!"Ougb

~~~: ::~~~;,~iî bfo\;~~~~~d a .-
n (2) p-ro1.ride: t.o":c.l Fede2:s.l aWê.~d~, expendeò :0Y E.ë.cn ~nd':~~-Ti,dlic.2.

Ff:dE:i-ai .program and i::ré CFD.L. numbei- oi- o::rie:.:t iôem:.ifying mimDey .vi:r,ep':lie .CFDb
informacion is not' av~ilabie.

(4") lriclude !lote:'S 'r.'r.!ai. d=:scribe cbe signific'~r!t ~cco~n_tiI-j9
pGlici~s used in preparing Lhe schedule"

(5) To the E:xtent practical, põ.ss-c.hrüugh eni:it.ies"..should
ident ifyin . i:he schedule: the i:ota-l amount provided to subi-ecipieni:s from E:ach
Federal progr~m.- : .. ":"-', -- -..' '::- - ',-' :. ;- ~. .

. ~(6) include, in eithertheschedi:lE: or a noti" tp -tnes'che,g:uli:;
the valueof tbeFedeial awards expended in T.hE: :Lürm ofnoIi-ciishassistaIiçe,
the amount: of. insurance ini;ffet:i during the year, -and 10ansor loari .....
guarant'~es.; outStanding at. yea,r énd. : Wniie required; it lsprefEr~br1= .to,
present. this. ii:formation in th~ si;hedule." ~ ..' ,.
§ ,315 Audit findi.rigs:Eöllow-up.'

'., . - - .
(a) General. The auditeeisrespOÌTsible fm: iollov.'-up ancf çori,~ctï\TE:

actionoD.all a\ldit tip-dings. .As part,ofthis responsibility, thë auditèè
shaHpr~pa-re a sumTlary s cheduleofp:r i aI'" '.audit. . f indl118i:' ,. .'. , The. :Giueli t eeshall
al so p:iêpa:¡t, a cprrecti veaètioIi piän' f()i-currentyearaudh,--L-iñaiI:8~. ,'lhe.,.,
summary~c:hedule of prior audi tfindi:rgs'arldthecorrecti ve.actj,pri¡cplari.:shå:l.i
incl udE:__the:ief;erenc~ numbers thea~di tÖ:r.,.as sigustoaudi tf ipclings undi:r .'
§~. SlO(c),..:Since .the. summåry' ..schëdu~'e_"m,ày:inciudeauditii13aip:g~,.fiorr;,'
multip'i,e yea:is.,:,.it shall includethefisc:äl yearincwhich ,.the-,findi;ng..:._;:.;'.' ".'
i:ritia.'z1Y-0c;C:l1rreeL' .' '" "'_.. . ,',--': - '\ :','h:.

..'- 'i.~:(b )"d'.g';ininarv s'che dul e()f:¡:r'i-¿f;~;~)id:i~,t::ëEiTIdïi~qs. . Thef3~~;aæY' :sCli'~i:ùî~:,.6f
priora:udi tfindings shall' repo'rt:thestàt:u:s,0f . al1!auditfindings.lnC:Liidedjn
the prior audit 's schedule 0-£ findin'gsaId-'guësti.onedcost-s.,relatiyš;:t:Pc.d, ..........
Federa'laVi.ards. The summary schedule shall also include",audìttip-Gl,ings:.""..,
reported;ip.th~prior aud.it'.s SUTfinary..~checllJleofprior audit, f indiDgs 'except
audit findings listed as coHeCtéd-in'accôrdàìiêèvríth paragraphJbl (1) 6f'tiÜs
section, or no longer valid or not ylarraDtirig further aCtion in accorda¡ce.,..
withJJ~Tagraph .¡(p) (4) of thisse.ct~pp, , .' ...

.. .
findings ..\'_Ë:'f:~d.r1¿t.:tbriect~d "orv.'ere,on:iy

:¡ar~iallycorrectec', the summary schedui'è':SfraJ:lêdeàdilie tdep1ir:ued
Correct'v.e..aptioD as,VleLL a.s,~Y:fl?-;r~i~l.,:fPTrective action taken.

'-.';,',_.:,'_'l',r. .-'-,r:O'

(3) When cOTrecti~ea¿tiôn-e'ákê': :is signHi cantlydifferent Írom
cbr:réçtfi'\Ë:i3c;.t:ion:preyioii.s lyr~ported.in-.;,a,.;Rpr:rect ive action.; .plan.....c;r . in,tl1e
Fèqe:iåi':agen cy '/s . orpass~thrd-;0gl1~ct,t ii.¥.!d'.J3':m,ê-lhcig~1IérJt .', âe è'si§rF/.. ti¡etš ummar)r'_:
schedtileshaI1provide aÎé:xp:1:anaL:op'~:;:;;,~¡;'" .. i"., ............ . "

'. ..... ........ 'Whenthe.au'di.t'ëe,helLb-ves:th~,ailq~.t,Í.indiPfJsarë,#Q
Yi:1ici.. .or....~o,..rtot..VlarJ:ant further....acti:Dn0't1Îtf. i-eåsón.š,"får:t-hÎs "pdsitiòri
çlé,s9:rïR~din thesiimmaryschedule.. kvalid :r.easODforcorïside:ringan~

~'g~~ç~å~~.,_!12t_w"\:r,J:~ting further actlQ'IL :Lsthatall of 

the following

.. ~).:,.:c,;,~- ',_ .!,,-,
.~~' '. 'i~.. -"

.-' -" ---_....._','"',-.--- .-_--,-:_~.: ':-. _..' :~~,,:;:' ;-:~:-""_-:,''-:,-:-.i

. -.:.._'-',:,:
'"",,;,.,

'..,¡/:\~'(:';'. . ,: ',~

"i-::',"(..;..
".~' '-"OJ:''..--,'-.:".

,:'-;":--;-":':-;
',~''''! :.::;;;'::l:,',~,"';'''':;: "'~': ,; ,

,;:-,-: ::\\-;'::'_;:.~;:,,::::,';:i:_ ::':":c.- ":':' ,~: ::, ~" ",A\;:ii\~~::!~;

,.-.---,\,-"~- ".-;.'
....-".!~~~,/; ..



~he ~ :nding o~=urr~d was 3ubm~~~ed :0 :he ~ede=al =~3ar:n?hous~;

(ii) ~he ?ederal agency or pass-through en:i~y is no:
~ur=~ntly ~oiiow~ns up with the audi:ee on ~he audit finding; and

(iii; À management oecision was not issued.

! C j 20rrective a~cion Dlan. At the comDletion of the audit, :he
audi:ee shall prepare a corrective action plan .~o address each audit finding
included in the ~urrent year auditor's reports. The corrective action plan
shall Drovide the Dame 

IS) of the contact person(s) resDonsible for correct~ve

action., the corrective action planned, and the anticipãted c:impletion date.
I f the auditee does not agree with the audit findings or believes correct lve
action is not required, then the corrective action plan shall include an
explanation and specific 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 submitted within the
earlier of 30 days after receipt of the auditor's report (s), or nine months
after the end of the audit period, unless a longer period is' agreed to in
advance by the cognizant or 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
earlier of 30 d~Ys after receipt of 

the auditor's report(s), or 13 months

after the end of the audit period.) Unless restricted by law or regulation,
the 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 Dart

and provides information 'about the audi tee, its Federal programs, aDd the .
results of the àudit. The form shall be approved by ot"lB, available from the
Federal clearinghouse designated by OMB; and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a 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

entirety, are accurate and complete.

(2) The data collection form shall include the following data
elements:

(i) The t)~e of report the auditor issued on the financial statements of
the auditee (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion)'.

Where 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.

(iil

( iii) A statement as to whether the audi t disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over maj or programs were disclosed by the audit and whether
any such conditions 'were material weaknesses.

(v) The type of report the auditor issued on compliance for major
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gUê.2-.iz i=.ôuÊqüa~ i f i =G Op~LiOD r qt.,ir.:.:oYl, CLdv:=rsE:prog:: êimE

o:¡::nior; , 0~ di sel airrier of opinion ~

A list of ~he Federal awarding agencies which ~iii Y~c~i~~ a copy
::hE: repor:.ing pad:age pursuanc ::o!i .320(d) (2) of O!;JB Cifcl:la-ý-
1-.-2.::3.

IV:.¡

A yes or no st.at.ement. as- L_C Wo~_.._.lE:""o'::"Jr~Ji.;r ~f"_~~~~uai-'~t~~~_:.~~_. ?:~u. c.:'.: £ied
risl- audit.ee under § .530' "~'-'''.c' __ r.-__

a L O~;-!Vll i as

ThE:c101lar thresh6l'd used .tü disiiIgÚisbbet.wtenTyPË",,;z.i-and Type B
prograins as defined in §.S20 (b) of ONB 'Circulår "'':l~J. "

(yiii)

(ix) The CatalDo of Federal Domestic J..ssist.ance (CFDb.)numbè)r 'idi-' éach
Federal program, .as applicable.

The Dame of each Federal program and identification of each maj or
program. Individual: progi:amswii:hin a clust,el of programs should be
listéd in the sàme le:vel:qf"detail as i:hey are listeG i_n:the~c:h~dule
of expe:ñditures of Feder~l a-wards:

The amount of ex:èriôiitlIies iii the. schedule of expe,riii~t1.r-es' 'of FeÇierai
awards assoc ia ted with each Federal program.

FOY each Federa'l program, a .yesÒiiíô 'st.tèmeIitas-tsi!"v.rh'etl1er. there
are audit flndiÌ1gsirî .ea.ch of the following typesof.goTIpiiåhce"
requirements and the t:øtal amount of any guei;tioIied c:òsts:

(x)

(.::i)

(xii)

Act ivitiesallowed or unallowed .
:Allbwa:rè'costs!cost principles,
Cash riarÍëlgeniëIlt";
Davis-Bacon Act.
Eligibility_.
EgUipmerit,::àhd~eal property, ina:nagemertt.
Matchíngj'le:vel of. effort, earmarking.
Periog'of'.a:vãHâbil:ty of Federalflids. .
Procuremei:ta:dsuspension and debarment,

.~il;l~~~~W~~~&1::~:n. .
Specii:j, .tests"t2ûd'provisions.

- - ., _. ,- ,_-~u

(A)
(B)
(C)
(D)

. (EJ
(1")
(G)
(H)
(I)
(J.l
(K)
(L)
(¡i)
(i~)

'AudiLee N¡ÙIl~;'" dEm~i'(jye0dtd~.Itif;uèation
Certifying. Offiç:La:l';T~lephone lil\:i:rnbei-;

"~-" ..; --,..'-.~

Auditor Name, NameandTi tIe' of Contact
Auditor Telephone Nii,r,er, Signature, and

WEetl1er . thi:
âûd:Cf.

(Xiv)



:he ~~~W ~s i:m~~ed to :he da~a e~emen~E ?~~scr~bed by ~M~.

::) Re~ort ino Dackaae. The re?ort ~ng package shall include the:

(: ) Financial statements and schedule 0: e,:penditu:ces 0:
F'2de:~al awards ::iscusseà ir: § .3:20 (al and §_.310 (b), respectively;

(2 ) 3umTnary schedule or iJrior audi L. findings ¿iscussed in

§ .315 (b) ;

(3) .!\udi:'or's :~e?ort!s) discussed in §_.505; a.rid

(4 ) Corrective action plan discussed in §
.315 (e)

(d) Submission to clearinqhouse. All auditees shall submit to the
Federal clearinghouse designated by OMB the data collection form described ~n
paragraph (h) of this section and one copy of the reporting package described
i.n paragraph (e) of this section for:

(1 1 The Federal clearinghouse to retain as an archival copy;
and

(2) Each Federal awarding agency when the schedule of findings
and questioned costs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly.

(e) Additional submission bv subrecipients. (1) In addition to the
requirements discussed in paragraph. (d) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (e) of this section for each pass-
through entity when the schedule of findings and questioned costs disclosed
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) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section.
the subrecipient shall provide written notification to the pass-through entity
i:hat: an audit of the subrecipient was conducted in accordance v,rth this part
(includíng the period covered by the audit and the name i amount, and CFDA
number of the Federal award(s) 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 did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipiènt may submit a copy of the reporting package described
in paragraph (c) of this section to a pass-through entity to comply with this
notification requirement.

(f) Requests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c) of this section and, if
requested, a copy of any management letters issued by the auditor.

(g) Report retention reauirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (e) of this section on
file for three years from the date of submission to the Federal clearingbouse
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aeE=-gr.LS.:'E=ô by :)11:2" PaSS-L.riroiigI-~ e:G:.i::"ie-s srie.~l j.-:eet;_ "S,Lit)YE:"cip..ier.lt.S"¡
subm~Bs~oL5 OL ~~lE fòr ~hY~e y~ars ~1~om- d~~E of re~eip~."

(r:) Cl E:~i-in-qhous._e-' r-F~å-b.ofis ib~ i i ti-e-s. Thi- Feàèt~i C_l sarinqhouse:
aesign.at.E:O by -01~E 'sh-all.::-di's"t:!_i.but.f: :.b-e y,epOi-tiJ;ig packa~~,E-." ,.;r.,e:~~~í\¡-~:ci _ir~

accorciari::E: viië.I: paragraph (d) (2) of :.his section ëmd §~,:22S(c) (3) La
appl icaLl" Fecieral aWê.rding ôgencieE, maintë;in a aaLê. Lê.se of complE:L'ed
aucii LS ,provide 2.l?propriätË.:,infomia:.ionto Federal. agepcies, anôfollow up
witÍJ known' audië.EEi¡'dwhich havE: not submicLed crie reguirèd dôLa collecLion
f ornlE anO repoi"::tTjspaçkages:,

(i) ClearÌnôhDüseaÔci:iess". The address oftfie.feå.e~¡;::8îe~Yingh()uSé
currenÜ), designated by. OHB' isF'eâëral Audit ClearinghoU.se(~Bliri=#tr
CensuE, 1201 E. 10th Si:rèet ,Jeffersonville, IN 47132.

(j) Electronic fili'Ì1q. Nothing in t.his part shali i:;~çludeèïeci:ôiiic
submissions to i:ne Federal c.learinghouse in such manneras ma)! be approvÈ;d1iy
Oi-B. Wi:J! ONB approval, the Federal clearinghouse may pilot test methods' cSt.
e leci:roni c submissions.

Subpart D--Federai Agencies and Passe-Through Entities
§~.40,O Responsibilities.

(a) COGnizantaqencvfor::audit responsibilities. Recipi€nts expending
more than $25 million ($50iiilliónfor fiscal years e:idiíig aftt:r;,DecemberJ1
2003) a year in Federal awarda. ~hall have a cognizantãgencyf6rd-'a\idit: 'Ìhë:
designated cognizant agency-for audit shall .be the Federal awarâingagency
that provides the predomi:nant. amount of direct funding,toa.:. recipient .unless
Oivæ makes a specific cogn~z.~nt.,e:gency for audit assignment. .,,'

Following is effective ltYrdYiilcâlyears ending on o;¡bëfore De,cerne;r 31, 2003:
To provide . for c()ntinui ty C::fC09Ili zance,. the determina1:dicinsf.'thed pOredomirrait'.
'~~~l~~'ci~i:~~¿:~itf.l~~in~'~~~~?:2'~~;~gt:£ri~.1~'~~~d"~~6.â;.ti,Š~â~~l.~:~~:~~~~'"~~2~~~.~..~;P"

thereafter. For example, audit'COgnizaneeÆor periods..enClins.in_,:iQS!T.thlQu'gh'
2000 will be determined based on Federal awards ,expended:£n,.:i$:BS.';;'Y:E8'1,e¡yer\i-;~:
fOr States, andlocalgovernme¡ntsthat expend more than $25miI1ioÌiaye:arin,-

......F~deral awards and ,have' PrE:vr'()Úsly assigried cogniza:qtdagenc;Le~.", ÍCJr.aupit'l ..~he
requirements of this paragraph are not effectiVe uniiÏ flsealyéárs"'ÌJ~ginIiIlgaÜErJune 30, 2000.), . 0:,".""

j:T:,¡;/

Following is effective for fiscal years ending aHerJ)eçemQË:ie;3J"
Tht)determinatic)Il,ofi:he,p,i:~clClr;-i:iIlei f,amount. . of. direct fuhd-í.9,SJieil'jê'dbasê-d',
. ~~:., d;~.~~~ ..;6~'~.~a~:~ï':+~~~~itfe,t'~:~":~:;~:i.~.~~~t~¿2S~~~~l~0~~i~~r.i..7T ..~.:.

ëogp.i zal)ee .f'(j.;i J:ie~iocls..erii:ií;rgi;r2D06t.hrouSlh.. 2 010. willJ:E:cìe:termi:rîéërJ:ås~~'Ç:in
Fe(ì~ral awards .~xp~ri9-edÏÌ12DO'4;-- ..'(Howëveri' for 20 01t~èJl19h.2,qR.-?i'1:1ie ..... ....... .
'cqg.¥i z ant. agençj'far" ~iid:i;tls'.ç1et eI1i:ied bas ed 'on 'ihép:itcl,ê:i:'çl.J:'~l1P1Jtpf
dire:ct Yede Úl. 'av!~rCt,,,E:xp~ild~d.': i ntÍ1,~ 're c i pi en t' Sfi~5~~.':y.E;ard~~'~R9:l~i;g~d:~n"';3P;~,9,r

~_\_ _0:" -_ :-.::: ~, -,,-._- :.'-,:,,' ',: " '_,--:~:'~:-: _' ._-:' _ ':-,\,.::_~::. t:, - ". ~:,.,::,:;~_:~:, -" _ ::: - ,~" _ _ ,---.

the, inan.iierin whi eh audit cogni zanee isde.ternÜ':nEi'~,'â.F:~,a,tg'èl

Fe~:~:~i~~ElitìI~tt;~~:~~~;:t~~~~~flgFlìæ~~r

audi t shall:' ., ~'"';:'''';''.''''' '"
.c. .,'_. '.. '_-.

,ttchnicål auâit advice and liaison 
to afid:ltèe.sarià.', ..,.

. '~

.- ,- .-

. H,Ç9£~.~~S,~~.åu~itee requests for extensloris,t:O 'tliè Tt=P(JJ::t
:'._~'": _'::""':~:"':'--77-~~"-':-':-~Co:;;l:-.~~,.~ '_~_ ," :':ì. .'::. _,,"..",'__:' __:. ___:' ;;-_i', .. -'.' --

,'-.,---,,".,.-, . '.f~i\ìiiii¡Q'

, ::.;

"-':",:.';';
.'-~;-:";::/'_.,.- ,,-~ "'. :-,,'.-~.-':';



311J)m;3,;J~)n :J'J'? date ::equi::ed ,;y §_.320(al
ma" s: ~'.ari'-: ~/~::.e!~~s~.()ns :Gr gaoà ~aus,=.

7he çagn~zan~ ag~Dcy -~,. au~j~

(3; Ob~ain or conduct quality ~ont~ol ~eviews of selected
au::L:;S ¡r,ad€; ::y non-Fedé;:;. audit.o~s, and provide the results, when
app:r:ipri.a~.e, :-.0 other in;:erested organizations.

(4) promptly inform other affected Federal agencies and
appropriate Federal law enforcement officials of any direct reporting by ;:he
audi :;ee or its audi tor of. irregula~i ties or illegal acts, as required by GAGAS
O~ laws and ~egula;:ions.

(5) Advise the auditor and, where appropriate, the auditee of
any deficiencies found in the audits when the deficiencies require corrective
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for audit shall notiry the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for folloW-UP action. Major inadequacies or
repetiti v€ substandard pe~formance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinaryaction. .

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or 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 reporting responsibilities

among auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under § .220, consider
auditee requests to qualify asa low-risk auditee under §_.530 (a) .

(b) Oversiqht aqencv for audit responsibilities. An 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 technical advice to auditees and auditors as
requested.

(2) May assume all or some of the responsibilities normally
performed by a cognizant agency for audit.

(c) Federal avrardinq aqencv respons ibi 1 i ties. The Federal awarding
agency shcill perform the following' for the Federal awards it makes:

(1) Identify Federal awards made by informing each recipient
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) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

(3) Ensure that audits are completed and reports are received
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___... :.~rrL=2.-y' .maD.ner aDO 2-r~ ãC::0::Gãn~c wi'Ch ~Iie re:qu:"2::errJE:n::E G: :',r.:_=-S p2.::-:,

:.~-) f:2.oyiå.~ "C2ciin:.c:ë.l advice arid coun.s~l '::-0 a.\1_c.~-:=ê:s. arid,
~udi ~C~E ~s regu~~~=d_

('S') _IssuË: a rriana9E:men~ decisiorl on âua.i( ~.fi-nd~nsf~- :vi,itriín .si)'~
nion:.hs ¿~~~Y ~eòeipt. at the audit report and ensure. ~h~t' ~he r'ecipient ~t'~kés
óppropy i.a:.:= .and tiniell' sor!"t~t.i Vé act.ion,

úÍ thE:
. (6r" ~..~5_~gn a" 'person rE:sppnsi.b~..e for'-J?~_,~.y.~d~n9

compliance'supplement to OJ'B.
ai: ti2l updatE:5

_.'".

(d)
per: orm the

PasB-throuah entity resDonsibilities. A pass-thro0gh entity 'shall
f allowing f or the Federal awards it makes:

(1 ),.ldentiry Federal awards made by informing
subrecipI-e.m. of Ci;DAtitle and number, award nàme~;aridnumber,a\'ard year, if
the award is. :F&D;artdhameof Federal agency. Wher¡"somÈ of t:hi~s'inforrie;tion
is not av¡Üiäblê:;,the pass-through entity snall,p:rovidei:)ie :bestiíifPrrátíöIi
available .to.:dësê:ribe i:e Federal award. . . . .....

Federal
asweii

subrecipient.s of

(3) Monitor the activities of subrecIpier.t:s ;'a8 rÏeq'es'sarytq
ensure i:hat -E,ide:ralawards are used for authorized purposes iñ compliance" wiih
laws, regulatIons:, årid' t.he provisions of contra:cts Dr:grant agreements .and
that perfÜri-ace ,'g¡(áls ar:e achieved. .... .-. .. "

that stibrecipients"

Consider whether subrecipiertt audits necess~t~te
pass-through entity iS ovm records. .



.1'.=3 ,~J"ovid'?d in!i .400 (c) (5), iJ ?eàe:-aJ. 2Jvië.:-di:ig agen::)! is ::c~s::çn5ir,:.-= :::r

:.3su:.rio a rr,anaoeme:: ~J.ec:isi.a:"; for :indinGs '~ba': rela'.e tci ?e:i~;::a.l avlci;:cis .;:.
makes ~J J~e::iplerit.s. .!.l t.e:-nate arrarigem~nL.s may be made on a ::ase-b'-,-c:aE'=
:Jasis ny agreeme:it among ::he Federa.:: age7lcies ::ori::e::ned.

'.8) Pass-::hr::uqh enti::v. P.s p::o-/ided in §_.400 (d) (5), :.he pass"
~hro~gh entity shall be responsible :or making the management decision foY
audit findings that re:ate to Federal awards it makes ::0 subrecipients.

:d) Time reauirements. The enti ,:y responsible for making the
management dec:ision shall do so wi:.hin six mont.hs of receipt of the audit
i~eport. Corrective ac:ion should be initiated within six mon:.hs a:ter :-ecei.Dt
of ~.he audit report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
reference numbers the audit.o:: assigned to each audit finding in accordance
with § .510 (c) .
Subpart E- -Audi tors§ .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 i 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 administered Federal awards during such fiscal year, provided that
each such audit shall encomoass the financial statements and schedule of
expendi tures of Federal awa~ds for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and schedule of expenditures of Federal awards shall
be 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
auditor shall also determine whether the schedule of exoenditures of Fede::al
awards is presented fairly in all material respects in relation to the
auditee i s financial statements taken as a whole.

(c) Internal 
control . (1) In addition to the requirements of G1î.Gll.S,

the auditor shall perform procedures to obtain an understanding of internal .
cGntrol over Federal programs. sufficient to plan the audit to support a low
assessed level of control risk for major programs.

(2) Except as provided in paragraph (c) (3) of this section,
the auditor shall:

(i) Plan the testing of internal control over major
programs 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

paragraph (0) (2) (i) of this section.
(3) When internal control over some or all of the compliance

requirements for a major prOgram are likely to be ineffective in preventing or
detect ingnoncompliance, the planning and performing of testing described in
paragraph (0) (2) of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
(including whether any such condition is a material weakness) in accordance
wi th § .510, assess the related control risk at the maximum, and consider
whether-dditional compliance tests are required beca~se of ineffective
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:.n:'=:~:T~e.'= ::oE~r(;l

fj, C'omDliance-. (J.) ::r,
audi~Gr shall óe~ermine whe~ne~
~e~~~:~~o~;d ~~~e~~:l p~~~~~~o~~

3.QCir:io.r: ::0 -r.rlE: 2:e,g:.:..:eTflen:.s .of .GAGl...S i t.riC
:::n~ audi~e:E: has .:Gompi:3:~.d. ."v,ii'.'-=:n laws J
of cont.2.aCLS 02. g::an:. ag~'ee'm-eÌ1t.s tt¡at. -rriay rlá.vE:
eCiCTi of i.L.s.. TTioj.or p2:C?grams.

(2) The p~-incipe.l compliance .;ceguirements applicable to lTGSC:
Feòe::,ó.I prGgr-àrns' and -ehe. compliance :cequirement.aof the largest. Fe.qerë.l
program=: are incl UÒt:ò in :.Ìie èoiilian'::e sppp:lement.-'

'For~the compliance 'requi,remenq; rela:.eò LO Federal
programs' COl1t."ained. int.he compliance suppJefnent, anaudit of. Lhesi= GQTIpliance
requirementsv7ni meet the requirements of this part.. W1ièrE,,1;he,r::e häYE:))~eI
chan,g,ea, t,qthe compliance requirements and i:he changes are 'not: reflected'in
the çtirip)i~anèesupplemént, theaudiTJorshal.l deteriine i:he current compliance
requirerrieh''ês'and modify the audit pro¿edures~ßccordingly. Fm:: .those _Feqeral
prbgram~ ,;qC?t~()yered in the compliance supplement, the âuditÒr shoûièì useth~
type~ ?,f c(:mPIAance requirements contained:,D the, complië\Tce. supplement ,as
guidance for identifying the types ofcompliancE;.:ii;gljirements..totest, and
determine the requirements governingthe F'e.deral.progr;am by;i:eviêwing.tÌle'
prQvisitins,tJf contracts and grant agreements and the laws and iéguiåtibrÌš
refer:¡Ê!Çitoin. s-uch contracts and .grant agreement.¡.

and,.such
evldt'!nçè

,

(4) The compliance testing shall
9ther auditing procedures necessary to
d.tösilpport an opinion on comp:l iane-e.., , . -

.. ,:;. TJ .:.~. '. r . .. :.~ ._, .':' :,:.. -: . " .
tests pi Lraris'a'ctiÓns
the audi tor suffit:i~'Dt

(el Audit follow-up. The auditor shall iollow-'up on prioraiidit'
findings, perform procedures to assess the :reasonablentss of the summary
schedultoi prip,:çaudit findings prepared by the auditee in accordance with
§_" 315 (b), . aídiepört, asa currènt;'Y-ëar ;audit ~find;i:pgí when.the auditor'
concl iides that th.e suria:y'scheduleo:E.iidoraudit£:Ll:c:~n9§JE-atl7:Fiei;l:i.Y/
m:iE;:r~P;es,eri;t.S.thF Btatus. o.f any prior 'pudit .finging.The auditöì:sha:U'., ,....
perform audit follow-up procedures regardl.ess .of. whether a prior audit finding
relates to a major program in the cur:t,ent year;: .

(i) "Dah;-'CoÌ1ection Form-.
shall complete and sign specifieá



ma~~~ ~~L a--o-- O~ =he ~inan~_a~ s=a=emen:.s ~his ~ep~r:. snaIi alSO inc¡~~e
ar. ::p;.::i~):: i.or disclaimer of OSi;lior; as =c, vihe~.ne:: "he audi=ee scimo2.ied V,'ë.,,:',
laws, ;~eg-u::ations, and the orcivisions of ::on=rac:.s ::r :irant agreemeñ,:s il!~;:i=:--
could have a direct and material e~:ect on each major program, and, where
appl~cabie, refer =0 tbe separate schedule cif findings and questioned C05~S
described i.n paragraph (d) of =his section.

(dl A schedule of findings and questioned cos~s which shall include
=he :01 lowing three components:

\lì .i: summa;~y 0: the audi::or's resul=s I\ihi::h shall include:

(i) The type of report ::he auditor issued on :.he
financial statements of the auditee (i. e., unqualified opinion, qualified
cipinion, adverse opinion, or disclaimer of opinion) ; .

(ii) Where applicable, a statement that reportable
conditions in internal control were disclosed by the audit of the financial
statements and whether any such cònditions ,,¡ere material weaknesses; .

(iiil P. statement as to v¡hether the audit disclosed any
noncompliance which is material tp the financial statements of the auditee;

(i v) Where applicable, a statement that reportable
condi t ions in internal control over maj or programs were di sclosed by the audi t
and whether any such conditions were material weaknesses;

tv)
for major programs (i. e. ,
opinion, or disclaimer of

The type of report the auditor issued on compliance
unqualified opinion, qualified opinion, adverse
opinion) ;

(vi) A stat?ment as to whether the audit disclosed any
audi t findings which the auditor ,¡is required to report under §_" 510 (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) A star.ement as to whether the auditee qualified as

a low- ri~k auditee under § "53~. .
(2) Findings relet:LP9 to the financial statements which are

required to be reported in accor~ance with GAGAS.

(3) Findings and ~questioned costs for Federal awards which
shall include audit findings as .ô.,efined in §__" 510 (a) . .-.£

(i) Audit 'findings (e. g., internal control findings,
compliance findings " questioned costs, or fraud) which relate to the same
issue should be presented as a aJngle audit finding. v.There practical, audit
findings should be organized by ~ederal agency or pass-through entity.

(ii) Audit findings which relate to both the financial
statements and Federal awards, 

as reported under paragraphs Cd) (2) and (d) (3)
of this section, respectively, should be reported in both sections of the
schedule. However, the 

reporting in one section of the schedule may be in

summary form with a reference to a detailed reporting in the other section of
the schedule .

§ "510 Audit findings.
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as
,- .

. ë. ) '_L;~w. c. ì ::

a lie.:. t f ~r.ldi.T~g..

fin¿inas ~=D~r~~c. Tri~' c,';ici'Lor s.t.lê.::2. :-=DCJ!"'C ch=' f~8'11~~iin9. .
.:r/ "'e. S'C'fiSâu:;E: .0£ £. ':TidiDgS anò qu,=s~ iarieó '::05::5:

....1 Repori.abl£: condi ::io:-.:s ~f. ini:erEë.l caDt:-ol b~i=r rrÙ3,jor
pl-ú9~am.s. 'Tr~E' aud.:t:6i-..1 s de'-L=rminai:ioTi .oi. .viI-etlie.r 2:. de:icieric\, :.p. in1:e.rn.ê.l
conL.:CG~ is ~ reporLable: condicior. for the pui-p'ose úf. ~::pOrtiDg a.n audit
fiTidi.ng ~s )..n re:latioTJ t.c; õ ~,ypc oÍ compliaf.cE regLirement :f¿x a ff.3JO'y prograTTI
or aD audi t.... bi:j E:icti ve ideni. i f i.cd irJ :.hE: COfft;J...iaP.c.E:_. .:~:u:p?l~rrlent .' Tt--E auditor
shãll iòenLi:fy reportablE- cond.:'Cions whicb. a:.e:. l~l.9-=-viduaiiy. or cVrnu~a-i:vely
mate:ri21 .w.::a.ì:.n£:sses.

(2) ¡v1atE:rië.l noncompliance: ~!i th i:he: provisions of laws,
re:gi-lçtiofls, .cont.racts, or gram: agreements re:lated '!o a maj or program. The:
auditor"Ë: aetermÌTiatioD of ~.rhether a noncompliance with the: provisions of
la\lJs ,règúiaLi6ns;cont:acts, or graritagLeëm~nt~dis material for. the: purpose
of repoTt~gg ~äp audit finding is in r.e:lationto_ atyp'eof compTiái:Ge.. '
requirement Ji;y a' inaj or program or anaudi,tobjecti y.e: ideptiiied. the
compliance: sup'plement.

.(3) . Y..oWr:questiOnèd costs_-which ar:e greatt=r thaI? $10, ODD for
a type:ofc.qmpliarra-y_equirement fc5ra maj'oLpiog.yam . . YJlown gues_tiçii-1eq çp~tE:
are those 'speÓfically identified by theauditq:r: In evaluatirig,fl:E7- Eff.tctcif
ques-citmedcosts on the: opinion on complian:ceithe'.êluditorcohsiders £l:e.bi;st.
estimatec..pftotal costs questioned (likely questioned costs l ,:iò'f jUst thé:" ·
quesr.ioned èostšspeèifically identified (known questionedcosL:s). The
auditor shall also report known quest.ionedcosts ,when lH:eÙygiies,tion.('d COStS
are greater than $101000 for a type of compliance requirement for a major' -
progra:m..Ii; reporting questioned costs 1 "the auditor shall include: information
to provide'propèrperspective: for judging the prevalence and con§ieguences ofthe questioned cOsts.' " " . , .' "

,. (4) ". Ki;own quest-:onedco:g:ts
.a Fedérålprögrari



~r!~j~;:-ji:~d, as app.:i-:a:J-i'2, :!i aud~.:' :i.ndings:

(1) F~dera: program and specific Federal award iden~ifica~ioD
:.nc~'Jj::n:: ~he C:r'DJl. title and number, Federal av¡ard number and yec.r, name 8:
~~dec.~l agency, and name of the applicable pass-through enti~y. When
information, such as the CFùJl. ti~le and number or Federal award number, ~=' nQt
avai:.able, the auditor shall Drovide the best info::ation available to
desc~ibe the Federal awayd. -

(2) The criteria :)r specific requirement upon which the audit
~ind~ng is based, including statut8ry, regulatQry, :)r other citation.

(3) The condition found, including facts :haL support the
deficiency identified in the audit finding.

(4) Identification of questioned costs and how they were
computed.

(5) Information to provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall bè related to the universe and the
number of cases examined and be quantified in terms of dollar value,

(6) The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case ofa 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 auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Referencè numbers. Each audit finding in the schedule of findings
and questioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§_,51S Audi t working papers.

(a) Retention of workina papers, The auditor shall retain working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to the auditée, 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 period. When the auditor is aware
that the Federal 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
report s .

(b) Access to workinq papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee i a Federal agency providing direct or indirect funding, or GAO at the

completion of the audit, as part of a quality review, to resolve 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 to obtain copies of working papers, as is reasonable and necessary.
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~~~ ~ ~df:~~~~iå~~~~i~:S O~~ e ~~;i~~~~~~i~~;i~::y;~li:~~:~;~f~:~:: ~~~%~~li:gh~~~~'
Fè.c':rc:l agencies and Fass~througb ent.ii:ies, and t.ie i.nherent. risk of t.he
Feôerc:l. program. The process in paiàgraphs (:OJ :.hrough (i) of this sect.ion
sh~~ 1 be foii.a~e~..

-Mc.j.o:! p~o~~,ai: 4e,t_~rm:.:na-=ióri.:.~ . ':20,

~ b) SLe~ .1 . ,~ )
pr0grams-, which shãll be
as Fede rãl programs with
e):ceed:ng t.he larger of:

TÌ1E:".Eiud.it.or shc.ll iden:.~fy the larger Fede2:al
l_abel~d TypéA prOgrams. Type P. programs are defined
Federåi awards 'expended auring theaudi t pe;i.iod

(i) $3 Db, 000 '6r thr~eJ pèrcent (.03) of totãl Federal
awards expended in the case of an aùditee for which :cotal Fedep:aJa,,ards
expende:d e:qual oT exceed S3 00,000 bue are less than or .equal. to$.lOO m'illion.

(ii) $3 million or three-tenehs of ,one;pe:i,cent (.003) of
Lotal Federal awards expended in the case of an audi tee for ~~;EiÇfi;total
Federal awards expendeq exce~d_ $100 million but are less than or equai to$lObi Ilion. .' .

(Hi) $30 million or 15 hundredths of one percent (~Dèù:s,J
of total Federal awards .exp~nded. in the case of an auditee for which total
Federal awards expended exceed$lO biiiiÒn.

(2) Federal programs not labeled Type A under p~ragrapb (b)( 1)
of' i:hissecti,onsha;Ll be labèlêdType'B~p:rogi:ams.

. ~ ." .. ,." ',. '.' . ""f.' "', l" . ~..:

(3 )

should not result



~¡jd :.J:" : !"!7~ _ ...: ..~t_ v~ar ~~: ~e aud~~ed ~~ ~M3'~, a.;:rp::::Ve..Ll.

Idj 3eep 3. ., ~he audi~o~ sha:~ :jen~ify Type 3 programs whi::~ are
:'-,i911. ::isk using professional judgment and ::he ::ri::eria in §_.525. rlowever,
~r.ouJd ::h~ audito:r se~~c"C ()~tion 2 und";r Step 4 (pa:r~graph (e! (2) (~).(B) :i:
~::iS secti.:in), the aua:~o:: ls no': required to identi:y mo:re high-risK Type :3

;J,:ograms than the number of lovi-risk Type P. programs. Except f:ir knoVin
reportable ::onditions in internal control or ::ompliance problems as discussed
in § .525 (b) (1), § .525 (b) (2), and§ .525 (e) (1), a single cri'.eria in
§_.525 would seldoilaus.e a Type B program co be considered high-risk.

(2) The audii:or is not expec'.ed '.0 perform risk assessments on
;:-=la::iveJy small Federal programs. Therefore, '.he auditor is only required to
perf~rm risk assessmeni:S on Type B programs that exceed the larger of:

(i) $100,000 or three-::enths of one percent (.003i of
total Federal awards expended when the auditee has less than or equal to $100
mil1ion in total Fede::al awards expended.

eü) $300,000 or ~hree-hundredthsof one percent (.0003)
of t:)tal Federài awards expended when the audit.ee has more than $lOO million
in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audi': all of the
foll:)wing as major programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identiÍied as low-risk under Step 2 (paragraph (el (1) of this
section) .

(2) (i) High-risk Type B programs as identified under
ei ther of the foilowing two options:

(Al Option i. At least one half of the Tye B

programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e) (2) (i) (A) 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

each Type A program identified as low-risk under Step 2.

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

(3) Such additional programs as may be necessary to comply
with the percentage 

of coverage rule discussed in paragraph (f) of this

section. . This paragraph (e) (3) may require the auditor to audit more programs
as major than the number of Tye A programs.

(f) Percentaqe of coveraqe rul e . The auditor shall audit as maj or
programs Federal programs with Federal awards expended that, in. the aggregate,
encompass at least 50 percent of total Federal awards expended. I f the
auditee meets the criteria in § .530 for a low-risk auditee, the auditor
need only audit as major programsFederal programs with Federal awards
expended 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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;lap=:: E :.ne- GE::.errC.2r:ing .iliëj~G~ p::09ra~s.

perf:;r;i~~ an~u~~~~~~~:: :~d ~;e~~~or~~:i~ec~~~t~ia~~f sP;~;~ ~rr'~~:~:~âit~¿~ ~~n júdgm~;t
ir~ applying." the =r.isl~-base,à âpp~'oact La Cleterrniri£: ma.jor prúg2:àms 'snall be .
presumed corn,ci:. Cha::iérigësby Federal 'agencie-sand pass"-t.hrough eDt.ities
shall only be for clear-l)' improper uEcof the guidance in t.his pá.1:t:. Ho-vJeyer,
Feder-al agencies and pass - UiTougÌ2 entities TTiay p:::o:videCiud:itúrs guidan.ceabout
ch~ r~sk; of a par;l~~lar Feóera~. program and ~he auditor shall consi~er th~s .
9i:idanc~ .+TJ dÈ;~E:rrriiri:,lÙ~ rr~'jqr )?_~ú:9!.~rns ~Í1' 'a.uë,it-s npt. ..y:.~:t-_nSCl.rr_I?0_.~.(9~t:~'

. ",'., f: ,. .-" . ,! i ì Forii'rst':yea.r a.udits,' the".
auditor may elect to dèi:ermìnE:majorprograms as all Type Aprpgraris plu~á.p-y::
TypE: B programs as Ii,:cessarYX.omeet L.he percentagE: of coyerage, rule dfscu,s,s,ed
in paragraph ,(f) ote 'th.issection . Under this' option; the. aud;itor would hol pe
required to perform Lhe procedures discussed in paragraphs \c).,(d).; and '(e.)'of i:his section: . . ..

(lì
under this part or.

"

audit .is the first yeaL.L.he
ot 'a change of auditors ~

( 2)
precl ude audi t of
audits may not be .

. .
To ehsure that a:Èreguent change of auditor~.would not

high-risk Type :B programs, this election for first-year
used by an ~udi tte more than once in every three years.

§ .525 Criteria. for Fedéral prögrai risk.

(a) General.



ma.y b"" ::,i: f;J.gÌJe:: c:.si', ~har: ?edeëa~ p,:ig,:¡¡ms ::e-:e:-:.~y a'.d:.:.e~~ ë!'" rr&:):)C' ,-,::S:CiJ.ms
w~ttIOU:. Ðiid~t ~ind~~gs-

'-:1 OversiQht exercised bv ?ederal aaencies and pass-throuoh entities
j! Jvers:ght exercised by Federal agencies ::r ~ass-through en:.ities could

:::id~ ::ate r:csk. For examole, recent moni ':aring or other ::e-"iews per:iormed bv
an oversight entity whic~ disclosed no significant problems wou¡~ indicate -
;ower ::isk. However, monitoring which disclosed significant pr::blems would
indj cate higher risk.

(21 Federal aqencies, with the concurrence of OM3. may
Úlenti::y Federal progJ~ams which are higher risk. 8MB plans to provide th:s
ident if ication in the compliance supplement.

(d) Inherent risk of the Federal PToaram. (1) The nature of a
Federal program may indicate risk. Consideration should be given to the
complexi ty of the program and the extent to which the Federal program
contracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibility criteria may be of
higher risk.. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting,' but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indícate risk. For e)~ample, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulatìons. AlsO. significant changes in Federal programs, laws,
regulations. or the pr8visions of contracts or grant agreements may increase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee partièipates in a Federal program, the risk may be higher due to
start-up or closeout of program activities and staff.

(4) Type B programs with larger Federal awards expended would
be of higher risk than programs wi th substantially smaller 

Federal awards

expended.

§ .530 Cri teria for a 10w- risk audi tee.

An auditee which meets all of the following conditions for each of the
preceding two years (or i in the case of 

biennial audits, preceding two audit

periods) shall ¡qualify as a low-riskauditee and be eligible for reduced audit
coverage in accordance with §__' 520:

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

(b) The auditor i s opinions on the financial statements and the
s chedul e of expendi tures of Federal awards were unqual i f ied. However i the
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver.

(c) There were no deficiencies in internal control which were
identified as material weaknesses under the requirements of GAGAS. Hoviever.
the cognizant or 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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,6) NonË 0f C~~ F~Qer~~ prog~ams Lad au¿i~
£0llDw~n9 ~n -ei~h6~ o~ ~h~ 'p~~c~d~n9 ~WG y~a~E O~-l
audi~s i p~~~~din9 ~wc ~udit pEriods) iL whic~ ~hev
prog:-arns:

f'~Ddings f=oIT: any of ~h~
in ~hE- caSE at bien~~'al

were- c~~ss~=~e6 as TypE: 1-

(1) In~erD~J cOD~r01 de£ic~encies whicb w~r~ irien~ified as
rriëi':E:!"l2.J. 'vJSeik.r::eSSE:s i

(2 ) No~çom~1 iancf wi ch Lh~ provis iOLs of l-aw~ J y~g~l'at ions i
contra.c:.s i D~ gJ:an-': ãgrt;erre:n:.£ v.iI.!icb r.ief\'E: ë: 'TTiãte:2-:"ë:l E:£fe:cr. OT: ~hE: Typt: P-
prügr an~ i or

(3) linowri or :!iY.ely questioned cOS1:S that exceed five percent:
of the 1:01:e-1 Federal awards. expended for ã Type F. program during the year.

Jl.ppendix A to Part - Data Call eci:ion Form (Form SP- SAC)
¡insert SF-SAC after findlizedJ

Jl.ppendix B to Part - Circular A-l23 Compliance Supplement
Note: Provisional OMB Circular A-133 Compliapce Supplement is available
from theOf£ice of Administration, PubliCãtions Office, room 2200, New
Executiv~ Office Building, Washington, DC 20503.



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

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and entered as of October 1,
200 • : • : -Rd betweenc (7r, cc,,Cbkkectti4rer-t~7i3(AC11r-,,1~~ ~~Jke G,, n ha.a ,1o ( ,~ e f~ ct(- o ,

do , partnership, dba], whose business address is : 5
61	 (hereinafter referred to as "Business Assoeiate"),

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as "City" or
"Covered Entry") .

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

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

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information ; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 ("HIPAA") and regulations promulgated thereunder by the U .S . Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164 .504(e) of the Code of Federal Regulation .
NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this
Agreement, the parties agree as follows :
1 . DEFINITIONS . Terms used, but not otherwise defined, in this Agreement shall have the same

meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations .

2 .

	

OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE .
a. Non-disclosure . Business Associate agrees to not use or disclose protected health

information other than as permitted or required by the Agreement or as required by law .
b . Safeguards . Business Associate agrees to use appropriate safeguards to prevent use of

disclosure of the protected health information
c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful

effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement .

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

e . Business Associate's Agents . Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information .
Availability of Information to City . Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164 .524 .

orp
i
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a
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 .

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

i . Reporting of Disclosures . Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164 .528 .

j . 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 .

3 .

	

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

health information for the proper management and administration of the business
Associate .

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

c. Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164 .504(e)(2)(i)(B) .

d . Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164 .502(j)(1) .

4 .

	

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 .

b. Notification of Change or Revocation of Permission . Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate's use or disclosure of protected health information .
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c . Notification of Restrictions . Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164 .522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information .

5 .

	

PERMISSIBLE REQUEST BY COVERED ENTITY .
Covered Entity shall not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy Rule if done by
Covered Entity, except that this restriction is not intended and shall not be construed to limit
Business Associate's capacity to use or disclose protected health information for the proper
management and administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement .
6 .

	

TERM AND TERMINATION .
a . 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.

7 .

	

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 HIPAP
regulations or other laws relating to security or privacy, except where Business Associate or its
subcontractors, employees or agents are named as an adverse party
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8 .

	

MISCELLANEOUS
a. References . A reference in this Agreement to a section in the Privacy Rule means the

section as in effect or as amended .
b . Amendment. The parties agree to take such action as in necessary to amend this

Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996 . Amendments must be in writing and signed by the parties to the Agreement .

c . Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement .

d . Interpretation . Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule .

9 . 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 .

10 . 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 .

11 . 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 .

12

	

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 .

13 . 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 .

14.

	

NOTICES . Any notice or approval required hereunder by either party shall be in writing and
personally delivered or deposited in the U . S . Postal Service, first class, postage prepaid,
address to Business Associate at the address first stated herein, and to the City at 444 W .
Ocean Blvd ., Ste. 1700, Long Beach, California 90802, Attention : Neighborhood Services
Bureau Manager, Community Development Department . Notice of change of address shall be
given in the same manner as stated herein for the other notices . Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs .
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15 . WAIVER : The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement . The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement .

16 . CONTINUATION . Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder .

17 . ADVERTISING . Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee .

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

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

(Name of Business Associate)
C+1'-C+ a 'V U'F r.Qa tL A (3r JZC.

Co

	

d- L

	

C r~S"f't

	

l VQ ac
(corporation, partnership, individual)

By:	
(person legally allowed to bind organization)

Title :	( (2 6.S/o,-w 7-

Bv: E-r~~j oL
(person legally allowed to b' organizatio)

Title :	SQcr.Q+ry,r• )

CITY OF LONG BEACH, a municipal corporation

By:

The fore g9~~ Agreement is hereby approved as to form this
	O ~ IOt.-rA. , 20j.

n

ROBERT E . SHANNON,
City Attorney or designee

By:
Deputy

'~

	

Assistant City Manager

City Manager or designee
°CitX"

EXECUTED PURSUANT
TO SECTION 301 OF
THE CITY CHARTER.

1- )S 2010

(-is , 201L,



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 .

2. 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 .

3. 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 .

4 . 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 .

5 . 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 .

6 . 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.

7 . 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:	

Name and Title of Authorized Representative :	
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Signature

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2 .160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code . The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2 .160 and that
all persons acting on behalf of the Contractor will comply with the County Code .

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action .

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents .

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements .

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties . The undersigned certifies, to the best of
his/her knowledge and belief, that :

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents .

If any funds other than 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 :	

Name and Title of Authorized Representative :
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