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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
1
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in the Contract.

Section 2.

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

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

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

October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at

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

Section 4.

A. Organization shall affirmatively and aggressively use its best
2
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed 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 fate payment or no payment
from the City. Submission of incorrect invoices with ineligibie/inallocable expenses

or inadequate documentation shall result in a Disallowed Cost Report. The
3

LT:bg A09-03584
LM\Apps\CtyLaw32\WPDocs\D012\P010\00186539.DOC




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

© 0 ~N O O b~ BN -

N N N N N D DN DN DN & A @ aAa a o «a o« -
0 ~N O O A WN A O W 00 N OO g b~ W N -~ O

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

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

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

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

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

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

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
5
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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

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

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

Section 7.

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

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

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 shail be void, and
any assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmiess the City, its
Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the 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
8
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contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

i
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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.

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

—Q—Q‘Q—L{Q—(ﬂl———&———: ZOZD By ﬁﬂ/%&u/z_-
President
B S

Typeg or Print Name

Type or Print Namfe
“Organization”

CITY OF LONG BEACH, a municipal

corporation . .
2 7 ~ . Assistant City iManager
ZE ,20_12 By i EXECY
City ManemyesECTION 301 OF
\ THE CITY CHARTER,
“City”
This Contract is approved as to form on z / 2 , 20 _[0
=
ROBERT E. SHANNON,%‘[{Jme
By 4
“Deputy
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City of Long Beach
Social Service Grant (SSG) Program 2009-2010
Scope of Work

AGENCY NAME: Christian Outreach in Action (COA) CONTRACT NUMBER:

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

QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4
Goals: Total Goals|  10/1.12/31 1113131 41-6/30 7119130
{1-Year)
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 75% 0 0
technical ombudsman. ©
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

/:3 , M }Cé{, Attachment "A"

Signature

Page 1 of 1

Goal Form Quarter 1 COA(1) 2/28/2010, 6:19 PM



CITY OF LONG BEACH
Social Services Grant Program 2009-2010

Program Budget for Connecting the Unconnected: A Computer Lab 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
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 $250.00
TOTAL OPERATIONS $5,640.00 |[Total Operations to be Reimbursed
TOTAL PROGRAM BUDGET/CLB CONTRACT $9,985.60 - |iTotal Program Amount to be Reimbursed

SSG 09-10

/’:7,,129 24&

Signature

SSG%20Program%20Budget%2009-10%20COA Updated(1)

Attachment "B"

Page 1 of 1
2/28/2010
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PARTS 200-214 [RESERVED]

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

Sec.
215.0 ADouT this part.
Subpart A—General

Purpose.

Defininons.

Bifect on other isskances.
Deviations.

Subvawards.
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Suppar B—Pre-Award Requirements

215.10 Purpose.

215.11 Pre-award policies.

215.12 Forms {or 2pplying for Federal assist-
ance.

2185.13 Debarment and suspension.

215.14 Special award conditions.

215.15 Metric system of mezasurement.

215,16 Resource Conservavion and Recovery
AcCt. :

21517 Certifications ané representations.

Subpar C—Posi-Award Requirermnents

FINANCIAL AND PROGRAM MANAGEMENT

215.20 Purpose of
management.
tandards for f{inancial mznagement

Y SLETTIS.

Fayment.

Cost sharing or maiching.

Frogram income.

F.evision of budget znd program
plans.

21£.26 Non-Federa! avdits.

215.27 Aliowable costs.

21528 Period of avallability of {unds.

215.2¢ Conditional exemptions.
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PROPERTY STLNDARDS

215.30
21L.31

Furpose of property standards.

Lnsurance COVerage.

21£.32 Real properiy.

21£.2% Federally-ownseé zZnd exemnpr
ETTY.

2i£.3¢ Eguipment. )

2i0.3% Supplies and other sxpendable prop-
ErTy.
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Intangivle propervy.
47 Property trust reialionsiip

PROCUREMENT STANLARDE

215.46
215.41
215.42
215.48
215.44
215.45
215.46
215.417
21E.48

Furpose of procurement standards.
Recipient responsibilities.

Codes of conduct.

Competition.

Procurement procedures.

Cost and price znalysis,
Procurement records.

Contract adminisiration.

Contract provisions.

REPORTE AND RECORDS

215.50 Purpose of reports ané records.

215.51 Monitoring zand reporting DProgram
performance.

215.52 Financial reporting,

21£.52 Retention =znd access
{or records.

requirements

TERMIKATION £ND ENFORGEMENT

215.60 Purpose ol termination and enforce-
ment.

215.61 Termination.

215.62 Enforcement.

Subpart D—Afier-the-Award Reguiremenis

21570 Purpose.

215.71 Closeout procedures.

215.72 Subsequent adjustments
tinuing responsibilities.

218,72 Collection of amounts due.

LPPENDD. A TC PALRT 215—CONTRACT PROVI-
SIONS

AUTHORITY: 31 U.8.C. 503; 31 T.E.C. 111}, &1
T.8.C. 405; Reorganization Plan No. 2 of 187G,
E.0. 11541, 35 FR 10737, 2 CFR, 1966-1570, 1.
93¢.

SOURCE: 6¢ FER 26281, May 11, 2004, unless
otherwise noted.

=nd con-

£215.0 About this pari.

(2) Purpose. This part contains OMB
guiGance to Federal agencies on the ad-
ministration of grants to and agree-
ments with instvitntions of higher edu-
cation, hospitals, and other non-proifit
orgenizations. The guidance sets forh
standards for obtaining consistency
end uniformity in the agencies’ admin-
istration of those granis and agree-
ments.

(o) Applicability. (1) Except as pro-
vided herein, the standards set forth in
this pert zre zpplicabie to zall Federal
agencies. IT any statnie specifically




provided in this parg,
Lhe statute shall govern.

(2) The provisions of subparts
through D of this part shall be applied
hy IPederal agencies to recipients. Re-
¢ipients shall apply the provisions of
those subparts to subrecipients per-
forming substantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, if such subreciplents are orga-
nizations described in paragraph (a) of
this section.

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

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

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

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

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

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

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

A

1See 5 CFR 1310.9 for availability of OMB
circulars.

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

where adeguane justification s pre-
sented.

(5, Conducting broad af
government-wide compiiance with Ghe
guidance in this pars.

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

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

(2) Ensuring that the agency’s com-
ponents and subcomponents comply
with the agency's implementation of

OVersign

cr

- the guidance in subparts A through D

40

of this part.

(3) Requesting approval from OMB
for deviations from the guidance in
subparts A through D of this parf in
situations where the guidance requires
that approval.

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

(e) Relationship to previous issuance.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment 50 the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

(f) Information Contact. Further infor-
masion concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budgef, Washington,
DC 20503, telephomne (202) 395-3¢93.

(g) Terminution 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-
istrative requirements for Federal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically

§215.

ins . N - . -
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reguareC py Federal statule 07 eXeCu-
vive order Non-profit orgarnzauw
thial implement Federal prog
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1 215.2 Definitions.

(z) Accrued ezpendilures Ineans The
charges incurreé by the recipient qur-
ing « giver period requiring the provi-
sion of funde for:

{1y Goods and other tangible propercy
received;

(2; Services performed by employees,

contractors, subrecipients, and other
payees; and,
(3; Other amounts becoming owed

under programs for which no current
services or performance is reguired.

(b) Accrued income meant the sum of:

(1) Farnings during a given period
ifrom:

{i; Services performed by the recipi-
ent, and

(ii) Goods and other tangible prop-
erty delivered to purchasers, and

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

(¢) Acguisition cost of eampmem means
the net invoice price of the equipment,
including the cost of modifications, at-
ve.chments, acecessories, or auxiliary
apparatus necessary Lo make the prop-
ervy usabie {for the purpose for which it
was acguired. Other charges, such as
the cost of installation, transportation,
vaxes, duty or proiective in-transit in-
surznce, shall be included or excluded
from the unit acquisition cost in ac-
cordance with the recipient’s reguiar
accounting praciices. .

(d) Advance means & payment made
by Treasury check or other appropriate
pazyment mechanism G0 2 recipient
upon its reguest either before outlays
are made by the recipient or through
the use of predetermined payment
schiedules.

(e) Awagrd means financial zssistance
that provides support or STJllea,ElOD 10
accomplisn & public purpose. Awards
include granis and other agreements in
the form of money or property in lisu
of money. DY the Federa! Government
e an eliginle recipient. The term doe=
nos  inciude:  tecnnical!  assistanc
whicn provides services insvead o:’

-under the

47

§21L.2
MOney. Obher wssislanse 11 tne {form of
jpans, luan guaranless, 11.uer'esL 50D
sidies, or insurance, Girect payments of

zny kind vo individuals; and, conirache
which are reguired Lo w entersd 1nLo
and administered under procurermnent
iazwe and regulations.

(I) Cask contributions means the Te-
cipient’s cask outlay, including the
outlay of money contributed to the re-
cipient by third parties.

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

(hy Contract means a procurement
contract under an award or subaward,
znd & procurement subcontract under a
recipient’s or snbrecipient’s comtract.

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

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

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

(1) Eguipment means tangible non-
expendable personal property including
exempt property charged directly io
the award having a useful 1life of more
than one vear anfl an acquisition cost
of $E,000 or more per unit. However.
consistent with recipient policy, lower
limits may be established.

(m) Excess property meanc Droperty
control of any Federal
awarding agency that, as dnberrmnﬂ-d
by the head thereof, is no longer re-
quired for its needs or the discharge of
its responsibilities.

{n) Ezempt property means bangibie
personal property acguired in whole or
in part with Federal funds, where the
Federzal awarding agency hasg statuiory
zuthority to vesi title in the recipisnt

S
ATTACHMENT
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§215.2

without further obligasion e the Fed-
aral Government. An example of 2x-
empl property authority is contained
in the mederal Grant and Cooperative
sgreement sct (31 U.S.C. G306), for
property acquired under an award %o
conduct basic or applied research by 2
non-profit institution of higher edu-
cation or non-profit organization
whose principal purpose is conducting
scientific research.

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

(p) Federol funds authorized means the
total amount of Federal funds obli-
gated by the Federal Government for
use by the recipient. This amount may
include any authorized carryover of un-
ohligated funds from prior funding ps-
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 property’'s acquisition
costs and any improvement expendi-
sures paid with Federal funds.

(r) Funding period means the period of
sime 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
25 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
sransactions during a given period that
require payment by the recipient dur-
ing the same or a future period.

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

2 CFR Ch. I (1-1-06 =dition)

bursementus for direct charges for goods
and services, the amount of indirect ex-
pense incurred, the value of in-kind
consributions applied, and the net in-
crease (or decrease) in the amounts
owed by the recipient for goods and
other property received, jor services
performed by employees, contractors,
subrecipients and other pavees and
other amounts becoming owed under
programs for which no current services
or performance are required.

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

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

(x) Program income means gZTross in-
come earned by the recipient that is di-
rectly generated by a supported acuiv-
ty or earned as a result of vhe award
(see exclusions in §215.24(e) and (h)).
Program income includes, but is not
limited to, income from iees for serv-
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commodities or items fabricated under
an award, license 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 applicable
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.

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

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




OWME Circuiars and Guidance

(py, Reo! properie means land, inciuG-
ing land anprovemenis, siructures and
aDPUrLenalnces TLETete, put  excludes
movabie machinery ané eguipment.

(ce; Recipien: meals &b organizaiion
receiving {inancial assistance directly
{rom Federal szwarding agencies o
carry out & project or program:. The
rerm 1meludes public and private insti-
tutions of higher educatiorn, public and
private hospitals, and other guasi-pub-
lic ané private non-profit organizations
sueh 28, but mot limited to, community
action agencies, research instituuves,
educational associations, and health
centers. The term may include com-
mercial organizations, foreign or intver-
national organizations (such as agen-
cies of the United Nztions) which are
recipients, subrecipients, or contrac-
tors or subcontractors of recipients or
sabrecipients at the discresion of the
Federal awarding agency. The term
does not inclnde government-owned
contractor-operated {acilities or re-
search cenfers providing continued
support for mission-oriented, large-
scale programs that are government-
owned or controlled, or are designated
zs federally-funded research and devel-
opment centers.

(48) Research and development means
211 Tesearch activivies, Doth basic and
applied, and all development activities
that are supported at universities, col-
ieges, and ovher non-profit institt-
tions. *Research’ is defined as a sys-
tematic study directed toward fuller
scientific knowiedge or undersianding
of the subject studied. '‘Development’”
is the systematic use of knowledge and
understanding gained {rom research di-
rected toward the production of useful
materials, devices, sysiems, or meth-
ods, including design and development
of prototypes and processes. The term
research aiso includes activities in-
volving the training of individuals in
ressarch technigues where such activi-
ties utilize the same facilities as other
research angd development activivies
and where such activities are not in-
cluded in the instruction function.

(ee) Small owoerds mesns & grant or
cooperative agreement not exceeding
the small purchase threshold fixed at
47 U.S.C. 403(11) (currently $25,000).

) Subcward means an award of fi-
nancial assistance in  the

{orm of

£21

2
Z

N
[84]

money, Or property 1t et of money.

nadie Wnde: &% awWal't by & reciplent w
ar eligible subrecipient or by 2z sub-
recipient 1o a lower tler subrecipient.
The term: includes financial assistance
when provided by any legal agreement,
ever: if the agreement is czlled & con-
tract, but Qoes not include procure-
ment of goods and services nor does 1t
inciude any form of assistance which 1g
excluded from  the definition of
vaward’ in §215.2(e).

(gg) Subrecipient means the legal enti-
1y to which a subaward is made and
which is acconntable 1o the reciplent
{for the use of the funds provided. The
term may include foreignm or inter-
nztional organizations (such as agen-
cies of the United Nationg) =t tbhe dis-
cretion of the Federal awarding agen-
cy.
(nh) Supplies means all personal prop-
erty excluding equipment, intangible
property, and debt instruments as de-
fined in this section, and inventions of
a contractor conceived or first actually
reduced to practice in the performance
of work under =z funding agreement
(“subject inventions’), as defined in 37
CFR part 401, “Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contrazcts, and Coopera-
tive Agreements.”

(i1) Suspension means an acition D¥ a
Federa! awarding agency that tempc-
rarily withdraws Federal sponsorsbip
pnder an award, pending corrective ac-
vion by the recipient or pending a deci-
sion to terminate the award by the
Federal awarding agency. Suspension
of an award is a separate action from
snspension under Pederal agency regu-
lations implementing E.O. 12548 (51 FR
6370, 3 CFR, 1986 Comp., p. 188) and E.O.
1268¢ (54 FR 34131, 3 CFR, 1889 Comp., D.
235), *‘Debarment and Suspension.”

(i) Termination mezns the cancella-
tion of Federal sponsorship, in whole or
in part, under an agreement at any
time prior Lo the date of completion.

(kk) Third purty in-kind contributions
means the value of non-caskh contribu-
tions provided by non-Federal third
parties. Third party in-kind contribu-
tions may be in the form of real prop-
erty, eguipment, supplies ané other ex-
pendable property, ané the valne of
goods and services directly benefiting




[38]

§215.3
and spseifically den
Droject or program.
1Y) Unhguidaied obligations, for finan-
cial reports prepared on a cash basis,
means the amount of obligations in-
curred by the recipient that have not
been paid. For reports preparsd on an
accrued expenditure bhasis, they rep-
resent the amount of obligations in-
curred by the recipient for which an
outlay has not been recorded.

(mm) Unobligated balance means the
porsion of the funds authorized by the
Federal awarding agency that has not
been obligated by the reciplent and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

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

(00) Working capital advance means 2
procedure whereby funds are advanced
to the recipient to cover its estimated
disbursement needs for a given initial
period.

Uizl

able to  uhe

§215.3 Effect on other issuances.

For awards subject to this part, all
administrative requirements of codi-
fied program regulations, program
manuals, handbooks and ofther non-
regulatory materials which are incon-
sistent with the regquirements 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 requirements of this part when
exceptions are not prohibifed 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.
rederal awarding agencies may apply
more restrictive reguirements to a
lass of recipients when approved by
OMB. Federal awarding agencies may
apply less restricfive requirements
when awsarding small awards, except
{for those requirements which are stat-

44

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

case-hy-case
hy Federal

utory. Excepfions on &
basis may also be made
awarding agencies.

§215.5 Subawards.

Unless sections of this part specifi-
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 institutions of higher edu-
cation, hospitals or other non-profit 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 Cooperative
Agreements to State and Local Gov-
srnments,’”” 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 CFPR. part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 575, 580, 850, 882, 905,
941, 968, 970, and 990, 28 CFR. part 66, 29
CFR 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 230, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

{69 FR 26281, May 11, 2004, as amended at 70
FR 51880, 4ug. 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

ATTACHMENT .. C/ .........
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stalube. The SLanlLory Criverion 1o:
Cchoosing betwesl grants anl COOPETa-
LiVE wETEEMEnTE 18 thatl for The latier,
“substantial involvement 15 expecied
pebween tne execusive agency and the
Sizte, local government, or other re-
cipient when carrying out the activity
contemplated in the agreement.’” Con-
tracte shall be used whnen the principal
purpose is acquisition of property or
services for the direct benefit or use of
the Federal Government.

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

§215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awarding agencies shall
comply with the applicable report
clearance reguirements of 5 CFR pari
1820, “*Controlling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federal awarding
agency in place of or as a supplement
to the Standard Form 424 (SF-424) se-
ries.

(b) Applicants shall use the SF-424
series or those forms and instructions
prescribeé¢ by the Federal awarding
AgEency.

(c) For Federal programs covered by
E.0. 12372, “Intergovernmental Review
of Federal Programs,” (47 FR 30958, @
CFE, 1982 Comp., p. 197) the appiicant
shall compleie the appropriate sections
of the SF-424 (Application for Federal
Lssistance) indicating whether the ap-
plication was subject toc review by the
State Single Point of Contact (S8POCS.
The name and address of the 8POC for
2 parbicular State can be obtzined {rom
the Federal awarding agency or the
Cuaialog of Federul Domesiic Assisiance.
The SPOC shall advise the applicant
whevher the program for which applica-
tion is made has been selected by that
State {or review,

{dy Federal awarding agencies that do
not use the SF-424 form should indi-
cate whether the application is subject
t¢ review by the State under E.O. 12372

§215.13 Debarment and suspension.
Federal awarding
cipienis shall

ant re-
vith Federal

agencies
comply

§215.15

AZENCY regulationt implementing E.C.s
19544 ané 1268¢, 'Devbarment and Sus-
pensior:.”’ Under those regulations, cer-
tain parties who are devarred, sus-
pended or otherwise excluded may not
pe participants or principals in Federal
zssistance awards and subawards, ancd
in certain conuracts under those
awards anc subawards.

(76 FE 51879, Aug. 31, 2005]

¢215.14 Special award conditions.

If zn applicant or recipient: has a his-
tory of poor performance, ig not finan-
cially stable, has a management sys-
tem that does not meet the standards
prescribed in this part, has not com-
formed to the terms and conditions of
& previous award, or is not otherwise
responsible, Federal awarding agencies
may impose additional requirements as
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments, the reazson why the additional
requirements are being imposed, the
nature of the corrective action needed,
the time allowed {or completing the
corrective actions, and the method for
reguesting reconsideration of the addi-
tional requirements imposed. Any sps-
cial conditions shall be promptly re-
moved once the conditions that
prompted them have been corrected.

£215.15 Metric svsiem of measure-
ment.

The Metric Conversion 4LcCL, 2s

amenfied by the Ommibus Trade and

Competitiveness Act (16 TU.S.C. 205) de-
clares that the metric system is the
preferred measurement system for U.S.
trade and commerce. The Act reguires
each Federal agency to establish z date
or dates in consuliztion with the Sec-
retary of Commerce, when the metric
system of measurement wili be used in
the agency’s procurements, grants, and
other business-related activities. Met-
ric implementation may take longer
where the use of the system is initially
impractical or likely to cause signifi-
cant inefficiencies in the accomplish-
ment of federally-funded activities.
Federa) ewarding agencies shall follow
the provisions of E.O. 1277¢, ‘'Metric
Usage in Federal Government FPro-
grams’ (56 FR 35801, 5 CFR, 1881 Comp.,
. 343).




§215.16

W

5915.16 Resource Conservation and

Recovery Act.

Under the Act, any 3tate agency or
agency of a political subdivision of 2
3hate which is using appropriated Fed-
eral funds must comply with section
$002. Section 6002 requires that pref-
arence be given in procurement pro-
zrams to the purchase of specific prod-
nets  containing  recycled materials
identified in guidelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-264). Accord-
ingly. State 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-
ncts pursuant to the EPA guidelines.

§215.17 Certifications and representa-

tions.

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

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

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

§215.21 Standards for financial man-
agemernt systems.

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

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

o performance data and develop
cost information whenever prac-

dace
unit
tical.

(h) Recipients’ financial management
systems shall provide for the following.

(1) Accurate, current and complete
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth in §215.52. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records omn
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 contreol over and ac-
countability for all funds, propers$y and
other assets. Recipients shall ade-
quately safeguard all such assets and
assure they are used solely for author-
ized purposes.

(4) Comparison of outlays with budg-
et amounts for each award. Whenever
appropriate, financial information
should be related to performance and
unit cost data.

(6) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient irom 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

46

provisions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 205, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

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

ATTACHMENT .. (L
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LEIIDE
¢ condibions of the award.

7, Locounting recordt including cost
LGGONNTING IECOrds Thal are supporiet
By source Gocumentation.

i¢c; Where the Federal Government
guaranbees or insures the repayment of
money borrowed Dy the recipient, the
Federal awarding agency, ab its discre-
tion, may require adequate bonding
and insurance if the bonding and insur-
ance requirements of the recipient are
not deemed adequabe to protect the in-
terest of the Federz! Government.

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

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

o

§215.22 Payment.

(z) Payment methods shall minimize
the time elapsing between the transier
of fundes {rom the United States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by other
means by the recipients. Payment
methods of State agencies or instru-
mentalizies shall be consistent with
Trezsury-Siate CMIA agreemente OT
default procedures codified at 31 CFR
part 205.

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

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

(25 Financial meanagement systems
that meel the standards for fund con-
trol and accountability as established
ip §215.21. Cash advances Lo a recipient
organization shall be limited to the
minimum amounts needed and Dbe
timed to De in accordznce with the ac-
tusl, immedizte cash requirements of
tne recipient orgznization in carrying
out the purpose of thie approved Dro-
gram or project. The timing znd
amount of cash advances shall be zs
ciose a8 it aGministratively {easibie to

[1xS

§212.22

The aetlal Gisphursemells LY the recipi-
ent organization for direcil DProgram or
project cosie and the propornonate
share of any zllowable Indirect COSLE.

(c) Whnenever possible, advances shall
be consolidaved vo cover anticipated
cash needs {for all awards made by the
Federa) awarding agency to the recipi-
ent.

(1; £dvance pzymenl mechanisme in-
clude, but are not limited 1o, Treasury
check and electronic funds transfer.

{2) Advance payment mschanisms are
subiect to 31 CFR part 205.

(37 Recipients shall be authorized to
submit requests for advances and reim-
bursements at least mmonthly when
electronic fund transfers are not used.

(d) Requests for Treasury check ad-
vance payment shall be submitted on
3F-270, “Reguest {for Advance or Reim-
bursement,” or other forms as may be
zuthorized by OMB. This form is not to
be used whern Treasury check advance
payments are made to the recipient
automatically through the use of a pre-
determined payment schedule or if pre-
clnded by special Federal awarding
agency instructions for electronic
funds transfer.

(e) Reimbursement is the preferred
method when the reguirements in
§215.1%(b) cannot be met. Federal
swarding agenmcies may alsc use this
method on any construction agree-
ment, or if the msajor portio: of the
construction project is accomplished
through private market financing or
Federal loans, znd the Federal assist-
ance constitutes 2 minor portion of the
project. )

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

(2) Pecipients shall be authorized to
submit request for reimbursement ab
least monthly when electronic funds
transfers are not used.

(f) I{ a recipient cannot meet the cri-
teriz for advance payments and the
Federa] awarding agency has deter-
mined that reimbursement is not
sible beczuse the recipient lacks suffi-
cient working capital, the Fsderal
awarding agency may provide cash on &
working capital advance basis, Under
this procedure. vhe Federal awarding

s~
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§215.22

sney shall advance cash oo he re-
nient oo cover its estimated disburse-
ment needs for an initial period gen-
arally peared to the awardee's dis-
nursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
recipient for its actual cash disburse-
ments. The working capital advance
method of payment shall not be used
for recipients unwilling or unable to
provide timely advances to their sub-
recipient to mieet the subrecipient’s ac-
tual cash disbursements.

(g) To the extent available, recipi-
ants shall disburse funds available from
repayments to and interest earned on 2
revolving fund, program income, re-
bates, refunds, contract settlements,
audit recoveries and interest earmed on
such funds before requesting additional
cash payments.

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

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

(2) The recipient or subrecipient is
delinquent in a debt to the TUnited
States as defined in OMB Circular A-
129, “Managing Federal! Credit Pro-
grams.” Under such conditions, the
Federal awarding agency majy, upon
reasonable notice, inform the recipient
that payments shall not be made for
obligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liquidated.

(i) Stendards governing the use of
hanks and other institutions as deposi-
tories of funds advanced under awards
are as follows. ’

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

48
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(20 sdvances of Federa) funds shall be
deposited and maintained in insured
accounts whenever possibie.

i) Consistent with the national goal
of expanding the opportunities for
women-owned and minority-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 group members).

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

(1) The recipient receives less than
$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 depository would require an
average or minimum balance so high
that it would not be feasible within the
expected Federal and non-Federal cash
resources.

(1) For those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up to $250 per
vear may be retained by the recipient
for administratsive expense. State uni-
versities and hospitals shzall 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 without prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

(m) Except as noted elsewhere in this
part, only the following forms shall be
authorized ior 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 predefermined advance methods
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OMB Circulars and Guidance
are noi used. Federal awarding agen-
Gies. however, have the option of using
vhis {form {or cONSTrUctlon DIOETAINE I
Yew of the 8F-271, “Outlay Report ant
Fegnest {or Reimbursement for Con-
syruction Programs.”

2 §F-271, Outlay Report and Re-
guest for Reumbursement for Construc-
tion Programs. Bach Federal awarding
agency shall adopt the SF-271 as Thie
standaré form vo be used for reguesting
reimbursement {or construction pro-
grams. However, a Federal zwarding
agency may substitute the SF-270
when the Federzl awarding agency de-
termines that it provides adeguate in-
formation to meet Federal needs.

£215.23 Cosl sharing or matching.

(a) A1 contributions, including cash
and third party in-kind, shall be ac-
cepted zs part of the recipient’s cost
gharing or matching when such con-
tributiont meet all of the following cri-
teria.

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

(2y Are not included as contributions
{or any other {ederally-assisted project
Oor program.

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

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

(5) Are not paid by the Federal Gov-
ernment under another award, except
where suthorizeé by Federal statute to
be used Tor cost sharing or matching.

(6) Are provided for in the approved
budget when reguire¢ by the Federal
awarding agency.

(1) Conlorm %o other provisions of
this part. as applicable.

(b) Unrecovered indirect costs may De
included as part of cost sharing or
mabtching only with the prior zpproval
of the Federal awarding agency.

(¢) Values for recipient contributions
of services and property shall be estab-
lished in accordance with the applica-
bie cost principles. If a Federal award-
ing agency authorizes recipients to do-
nave buildings or land {or consirucuion/
{zcilities acquisition prejecis or 1ong-
term use, the value of the donated
property for cost sharing OT mabtcning
snzll De the lesser of paragrapne {(c)()
or {2 of This section

1 The sersified value o the remain-
ing life of the propsrvy recorded in the
TECIPIENL’S 4CCOUNTINE records al the
Time ¢! donation.

(2; The current {alr market value.
Kowever, when tnere is sufficient jus-
tification, the Federal awarding agen-
¢y may approve the use of the current
{zir market vzlue of the donated prop-
erty, even if it exceeds the certified
value at the time of donation to the
project.

(&) Volunteer services furnished by
professional and technical personnel,
consultants, and other skilled and un-
skilied labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
witn those paid for similar work in the
recipient’s organization. In those in-
stances in which the required skills are
not {onnd in the recipient organization,
rates shall be consistent with those
paid for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonabie, allowable, and allocable may
be included in the valuatiomn.

(e) When an emplover other than the
recipient furnishes the services of an
employee, these services shall be val-
ned at the employee’s regular rate of
pay (plug an amount of fringe benefits
that are reasonable, allowable, and al-
loceble. but exclusive of overhead
costs), provided these services are in
the same skill for which the employee
is normally paid.

() Donated supplies may include
such items as expendable equipment,
office supplies, laboratory supplies or
workshop and classroom  supplies.
Valne assessed tc donated supplieg in-
cluded in the cost sharing or matching
share shali be reasonanle ané shall not
exceed the fair market value of the
property at the time of the donation.

(g) The method used for determining
cost sharing or matching for donzated
equipment, buildings and land {for
which title passes e the recipient may
differ according to the purpose of the
gwerd, if paragraphs (g){1) or (2) of this
section apply.

(1) 1f the purpose of the award is to
£55ist the recipient in the acqguisition
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§215.24

of equipment. buildings or liand, the

toval value of the donated properiy
may be claimed as cost sharing or
matching.

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

(h) The value of donated propervy
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 official of the
recipient.

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

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

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

() 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, eqguipment, buildings and 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

20
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related to projects financed in whaole or
n part with Federal funds.

(b) Except 2s provided in paragraph
(h) of this section, program Income
earned during the project period shall
be retained hy the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in one
or more of the ways listed in the fol-
lowing.

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

(2) Used to finance the nor-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.

(¢) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (h)(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 (h)(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.

) If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income {o
determine program income, provided
these costs have not been charged to
the award.

3
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1. Froceeds irom the sale o properiy

snall e handied in acCorfance Witk the
requirenients of the Property Stand-
ards (sse §212.30 through §215.37).

(n; Unless Federal awarding cgency
regulations or the berms and condition
of the award provide otherwise, recipi-
ente snell have mo obligation uc the
Federal Government with respect to
program income earned from license
fees and royalties for copyrighted ma-
terizl, patents, patent applications,
trademarks, and inventions produced
nnder an award. However, Patent and
Trademark Amendments (36 U.8.C. 18)
apply to inventions made under an ex-
perimentzl, developmental, or research
award.

£€915.25 Revision of budget and pro-
gram plans.

(a2) The pudget plan is the financial
expression of the project Or program as
approved during the award process. It
may include either the Federal and
norn-Federal share, or only the Federal
share, depending upon Federal award-
ing agency requirements. 1t shall be re-
lated to performance for program eval-
uation purposes whenever appropriate.

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

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

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

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

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

(43 The need for additional Federal
funding.

(5) The transier of amounts budgeted
{or indirect costs Lo absork increases in
direct costs, or vice versz, if approval
i required by the Federal awarcing
4Eency.

<n

oty

§213.25

16, Tne wmclusion, unliess wavel LY
the Feferal awarding agency, of LusLs
thal reguire prior approval it accord-
ance with any of the Iollowing, as ap-
plicable:

i) 2 CFR pert 220, "Cost Principles
for Educational Institutions (OWME Cir-
cular £-215"

(ii; 2 CFR part 230, "Cost Principles
{for Nor:-Profit Organizations (OME Cir-
cular A-1223"

(iily 45 CFR part 74, Appendiz E,
“Principles for Determining Costs Ap-
plicable to Research and Development
under Grants and Contracts with Hos-
pitals;'’ and

(iv) 48 CFR part 31, “'Contract Cost
Principles and Procedures.’’

(7) The transfer of funds allotted for
training allowances (direct payment 1o
trainees) to other categories of ex-
pense.

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

{d) Wo other prior approval reguire-
ments for specific items may be im-
posed unless z deviation hag been ap-
proved by OMB.

(e) Bxcept for reguirements listed in
paragraphs (c)1) and (c)(4) of this sec-
tion, Federal awarding agencies are an-
thorized, at vheir option, Lo waive cost-
related and administrative prior writ-
ten approvals required by 2 CFR parts
220 z2nd 230 (OMB Circulars £-21 and A-
122). Snch waivers may include author-
izing recipients to o any OLe OT INOTE
of the following.

(1) Incur pre-award costs 90 calendar
days prior to award or more than 90
caiendar days with the prior approval
of the Federal awarding agency. All
pre-award ceste are incnrred at the re-
cipient's risk (i.e., the Federal award-
ing agency is nnder nc obligation to re-
imburse such costs if for any reason
the recipient does not receive zn award
or if the award is less than anticipated
2né inadequate to cover suCh COSLS).

(2) Initiate a one-time exvension of
the expiration date of the award of up
4,0 12 months uniess one or more of the
{ollowing conditions zpply. For one-
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wh

sime exnensions, the recipient mush no-
tify the Federal awarding agency in
weriting with the supporting reasons
and revised expiration date at least 10
days before the expiration date spsci-
fied in the award. This one-time exten-
sion may not be exercised merely for
the purpose of using unobligated bal-
ances.

(i) The terms and conditions of award
prohibit the extension.

{i1) The extension requires additional
Federal funds.

(111) 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 Iederal awarding 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-
ditions included in paragraph (e)2) ap-
plies.

(fy The Federal awarding agency
may. at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative armount 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 appropriation or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

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

(h) For construction awards, recipi-
ents shall request prior written ap-
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
in the scope or the objecfive of the
project or program.

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

w
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37 A revision is desired which in-
volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable
OMB cost, principles listed in §215.27.

(1, No other prior approval require-
ments for specific items may be im-
posed unless a deviation has haen ap-
proved by OMB.

(j) When a TFederal awarding agency
malkes an award that provides support
for both construction and nonconstruc-
tion work, the Federal awarding agen-
¢y 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 authorized funds is expecied
to exceed the needs of the recipient for
the project period by more than $5000
ar five percent of the PFederal award,
whichever is greater. This notification
shall not be required if an application
for additional funding is submitted for
3 continuation award.

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

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

{69 FR. 26281, May 11, 2004, 2s amended at 70
FR 51880, Aug. 31, 2005)

§215.26 Non-Federal audits.

(2) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit reguirements contained in the
Single Audit Act Amendments of 1996
(31 U.8.C. 7501-7507) and revised OME
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Cirguiar  A-128, U Audits  of  Stalec.
Toeal Governrmense, and Nox-Profit Or-

ganizations ”’

(b; Stale and local governmente shall
bLe subject Lo The andit requlrements
sontained in the Single Audit Act
trmendments of 1996 (31 U.S.C. 750i-
7507; and revised OME Circular £-132,
¢ pudite of States, Local Governments,
and Non-Profit Organizations.™

(c; For-profit hospitals not covered
by the andit provisions of revised OME
Circular A-132 shzll be subject to the
audit requirements of the Federal
zwarding agencies.

(d) Commercizl organizations shall
be subject to the audit requirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

£215.27 Allowable costs.

For each kind of recipient, there is a
set of Federal principles for deter-
. mining allowable costs. Allowability of
costs shall be determined in accord-
znce with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by Siate,
jocal or {ederally-recognized Indian
tripal governments is determined in
accordance with the provisions of 2
CFR part 225, “Cost Principles for

tate, Local, and Indian Tribal Govern-
ments (OME Cireular A-87."" The allow-
ability of costs incurred DY non-profit
organizations is determined in accors-
ance with the provisions of 2 CFR part
230, *‘Cost Principles for Non-Profit Or-
ganizations (OMB Circular A-122)."" The
allowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, "'Cost Prin-
ciples for Educational Institutions
(OMB Circular £-21)."" The aliowability
of costs incurred by hospitals is deter-
mined in accordance with the provi-
sions of Appendix E of 45 CFR part 14,
“Principles for Determining Costs AD-
plicable 1o Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowability of cosus in-
curred by cormmercial organizations

anc those non-profit organizations list- '

ed in Attachment C 5o Circular A-122 1
Gsterrmined in accordéance with Une Pro-

w

§215.2%

visions of the Federal Lcoguis:ivion Reg-
nizvion (FAR) at 48 CFR part 31.

[7¢ FE 51880, £ug. 31, 2005)

£9215.28 Period of availability of funds.
Where 2 funding perioc is specified, a
recipient may charge to the grant only
allowable costs resulting frorn obliga-
tions incurrec¢ during the funding pe-
riod and any pre-award costs author-
ized Dy the Federal awarding agency.

§215.29 Conditional exempiions.

(a) OMB authorizes conditional ex-
emption {rom OMB administrative re-
quirements and cost principles circu-
lars for certain Federal programs$ with
statutorily-anthorized consolidated
planning and consolidated administra-
tive funding, that zre identified by a
Federal agency and approved by the
head of the Executive department or
establishment. A Federal agency shall
consult with OME during its consider-
2tion of whether to grant such ap ex-
empLion.

(b) To promote efficiency in State
2nd local program administration,
when Fedsral non-entvitlement pro-
grams with common purposes have spe-
cific statutorily-authorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the State &agency’'s Iesources oome
{rom non-Federal sources, Federal
agencies may exempt these covered
State-administered, non-entitlement
grant progrzms irom certain OMB
grants management requirements. The
exemptions would be from:

(1) The requirements in 2 CFR part
295, “‘Cost Principles for State, Local,
and Indian Tribal Governments (OME
Circular 4£-87)" other than the
allocability of coste provisions that are
contained in subsection C.3 of Appendiz
A to thatl part;

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

(3) The requirements in 2 CFR part
230, “'Cost Prinecipies for Non-Profit Or-
ganizations (OMB Circular A-122)"

(&%)
ety
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§215.30

ciier than the allocabilicy of costs pro-
visions shat are in paragraph A4 in
section A of Appendix A to that pars

14) The administrative reguirements
provisions of part 2156 (OMB Circular A~
110, “Uniform Administrative Require-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tions,'); and

(5) The agencies' grants management
common rule (see §215.5).

(¢) When 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 (OMB Circular A-
87)"* and extend such policies to all suh-
recipients. These fiscal and administra-
sive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all 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.

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

PROPERTY STANDARDS

§215.30 Purpose of property stand-

ards.
Sections 215.31 through 21537 set
forth uniform standards governing

management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged fo a
project supported by a Federal award.
Federal awarding agencies shall re-
quire recipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally reguired by Federal statute. The
recipient may use its own propervy
management standards and procedures
provided it observes the provisions of
§215.31 through §215.57.

54
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£215.31 Insurance coverage.

Recipients shall, 2t a minimum. pro-
vide the.equivalent insurance coverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by uthe recipient.
Federally-owned property need not be
insured unless required by the terms
and conditions of the award.

§215.32 Real property.

Each Federal awarding agency shall
prescribe requirements for recipients
concerning the use and disposition of
real property acquired in whole or in
part under zwards. 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 o the condition
that the recipient shall use the rsal
property for the authorized purpose of
the projest as long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding
agency.

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

(1) The recipient may be permitted o
retain title without further obligation
to the Federal Government after it
compensates the IFFederal 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 recipient ma) be GireCuel W
sell the property under guldelings pro-
vided by the Federal awarding agency
andé pay the Federal Government for
that percentage of the current izir
mariet vaine of the property aitrio-
utable to the Federal participation in
the project (after deducting actual and
reasonable selling and fix-up expenses,
if zny, ifrom the szles procesds). When
the recipient is authorized or reguired
40 sell the property, proper sales proce-
dures shall be established that provide
for compstition to the exuvent prac-
ticable and result in the highest pos-
sible return.

(3) The recipient may be directed to
transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
cases, the recipient shall be entitied to
compensation for ite attributable per-
centage of the current fair market
vzlie of the property.

§215.33 Federally-owned and exempt
property.

(2) Federally-owned property. (1) Title
to federally-owned property remains
vested in the Federal Government. Re-
cipients shall submit annually an in-
ventory listing of {ederally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the awaré or when the property is mo
ionger needed, the recipient shall re-
port the property to the Federa! award-
ing agency for further Federal agency
utilization.

(2) If the Federal awarding agency
nas no furiher need {or the property, it
shall be declared excess and reportec to
the General Services Administration,
aniess the Federal awarding agency
nas statutory authority to dispose of
the property by alternative methods
(e.0., the authority provided by the
Pederal Technology Transfer Act (16
U.8.C. 3710 (I)) to donate research
sguiprent to educational ané non-proi-
it organizations in accordance with
E.O. 12821, “Improving Mathemalics
znd Science Educatiorn in Support of
the Nzigional Education Goals” (57 FR
54285, 3 CFR, 1992 Comp., p. 323)). £p-
propriate instructicns shell be issued
1e the recipient by the Federal award-
ing agency. :

w

~lent services,
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§215.34

(b, LEzemp: properiy WNEDL SLALLLCTY
authorivy existe, the Federal awarding
agency hzs the option L0 Vest Title Lo
property acguired with Federal funde
i, the recipient without further obliga-
tion to the Federal Government and
under conditions the Federal awarding
agency considers appropriate. Such
property is “exempt propervy.” Should
« Federal awarding agency ol estab-
lish conditions, title to exempt prop-
erty upon acquisition shali vest in the
recipient without further obligation to
the Federal Government.

§215.3¢ Eguipment.

(a) Title to egquipment acguired by a
recipient witn Federal funde shall vest
in the recipient, subject to conditions
of this section.

(b) The recipient shall not use equip-
ment acouired with Federal funds o
provide services to non-Federal outside
organizations for 2 fee that is less than
private companies charge ior egquiva-
unless specifically au-
thorized by Federal statute, {or as long
28 the Federal Government retains an
interest in the eguipment.

{¢) The recipient shall nse the squip-
ment in the project or program for
which it was acguired as long as nesa-
ed, whebher or not the project or pro-
gram continues Lo be supporied by Fed-
eral funds and shall not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed 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 {ol-
lowing order of priority:

(1) Activivies sponsored by the Fsc-
eral awarding agency which funded the
original project, then

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

(8) During the time that eguipment
is used on the project or program for
which it was acquired, the recipient
snall make it available {or use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the equip-
ment was originally zacguired. First
preference for such other use shall be
given L0 other projects or programs
sponsored Dby the Federal awarding
agency thal financed . thé equipPIment;

ATTACHMENT




§215.34
sucond preference shall be given 0
projects or programs sponsored DY

other Federal awarding agencies. I the
squipment is owned by the Federal
Government, use on other activities
not. sponsored by the Federal Govern-
ment shall be permissible if authorized
by the Federal awarding agency. User
charges shall be treated as program in-
come.

(e) When acquiring replacement
squipment, 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 the Federal awarding agency.

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

(1) Equipment records shall be main-
tained accurately and shall include the
following information.

(i) A description of the equipment.

(ii) Manufacturer’'s serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number.

(iii) Source of the equipment, includ-
ing the award number.

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

(v) Acquisition date (or date re-
ceived, if the equipment was furnished
hy the 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.

(viil) Unit acquisition cost.

fix) 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-

w
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hetween quancivies deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated vo determine the
sauses of the difference. The recipient
shall, in connection with the inven-
vory, verify the existence, current nui-
Nzation, 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 was
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agency.

(5) Adequate maintenance procedures
shall be implemented to keep the
squipment in good condition.

(6) Where the recipient is authorized
or required to sell the equipment, prop-
er sales procedures shall be established
which provide for competition 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 cormpensation
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
Federzal participation in the cost of the
original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
quest disposition instructions from the
Federal zwarding 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 availability 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 calendar

18rences
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dayvs alier the rec
the foliowing procedurss shall govern.

(13 I{ s¢ instracied or f digposition
instructions are not issued within 120
celendar dayvs after the I"ecipient“s' re-
guest, the recipient shall sell  The
equipment and reimburse the Federal
awarding agency an amount computed
by applying to the szles proceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
the Federal share $500 or ten percent of
the proceeds, whichever is less, for the
recipient’s selling and handling ex-
PENSES.

(2 I the recipient is instructed to
ship the eguipment elsewhere, the re-
cipient snall 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 eguipment, plus any reasonable
shipping or interim storage costs in-
curred.

(3) If the recipient is instructed o
otherwise dispose of the equipment, the
recipient shall be reimbursed Dby the
Federal awarding agency {or such costs
incurred in its disposition.

(4) The Federal awarding agency mey
reserve the right to transier the title
%0 the Federal Government or to 2
third party named by the Federal Gov-
ernment when soch third party is othn-
erwise eligible under existing statuves.
Such transier shall be subject to the
following standards.

(i) The equipment shall be appro-
priately identified in the award or oth-
erwise made known 0 the recipient in

@
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writing.
(ii) Tne Federal awarding agency
snell issue disposition instructions

vithin 120 calendar days after receipt
of & final inventory. The final inven-
vory shall list all egnipment acquired
with grant funds and federally-owned
equipment. 11 the Federal awarding
agency fails to issue disposition in-
structions within the 120 calendar dzy
period, the recipient shall zpply the
standards of this section, as appro-
priatve.

(ii1) When the Federal
agency exercises its rignt to oake title

L&}

Lie sguiprneni Ehal: be SubjeCli W the

prowvisione {07 ledsrally-owned eouib-
ment.
£215.85 Supplies and other expend-

able property.

(a) Title to supplies and other 2x-
pendabple property shall vest in the re-
cipient npon acquisition. If there is z
residual inventory of unused supplies
exceeding $5000 in total aggregale
value upon termination or completion
of the project or program and the sup-
plies are not needed for any other fed-
srzlly-sponsored project or program,
the recipient shall retzin 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 zmount of
compensation shall be computed in the
same manner &s for equipment.

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

§215.36 Intangible property.

(2) The recipient may copyright any
work that is subject to copyright and
was developed, or for which ownership
was purchzsed, under an award. The
Federal awarding zgency(ies) reserve a
royalty-free, nonexclusive and irrev-
ocable right to reprodunce, publish, or
otherwise use the work for Federal pur-
poses, ané 6 authorize others to 4o so.

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

(c) The Federal Government has the
right to:

(1; Obtain, reproduce, pubiish or oth-
erwise use the dase first produced
under an award.

. |



§215.37
27 suthorize others o receive. repro-
duce, publish, or atherwise use¢ such

dasa for Federal purposes

idy (1} In addidion, in rzsponse W0 a
Freadom of Information act (FOILA) re-
quest for research data relating to pub-
Jished rescarch findings produced under
an award that was used by the Federal
CGovernment 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-
gsearch data so that they can be made
avallable to the public through the pro-
cedurss sstablished under the FOIA. If
the Federal awarding agency obftains
the research data solely in response to
a FOIA request, the agency 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-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.C. 552(a)(4)(A)).

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

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to validate research findings,
hut 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-
mabion, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

(B) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
clearly unwarranted Invasion of per-
sonal privacy, such as information that
could be used to identify 2 particular
person in 2 research study.

7ii) Published is defined as either
when:

(&) Research findings are published
in a peer-reviewsd scientific or tech-
nical journal; or

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

{B) A& Federa! agency publicly and of-
fieially cites the researcn findings in
support of an agency aciion that has
the force and effect of iaw.

(iii) Used hy the Federal Government
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency action that has
the force and effect of iaw.

(e) Title to intangible property and
debt instruments acquired under an
award or subaward vests upon acguisi-
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. When no longer need-
ed for the originally authorized pur-
pose, disposition of the intangible prop-
arty shall oceur in accordance with the
provisions of §215.34(g).

[68 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 which
the property was acquired or improved.
Agencies may require recipients ¢o
record liens or other appropriate no-
tices of record to indicate that per-
sonal or real property has been ac-
guired or improved with Federal funds
and that use and disposition conditions
3,pply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of
standards.

Sections 215.41 through 215.48 set
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with 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

procurement
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¢! applicebie Federal slaitules ané ez-
soutive oraers No additional prooure-
ment standzrds or reguirements shall
pe 1mposed by the Fsderal awarding
agencies upon recipients, unless spe-
cificzlly required by Federal svatule or
executive order or approvec ny OME.

t215.41 Recipient responsibilities.

The standards contained in this sec-
tion 4o not relieve the recipient of the
contractual responsibilities arising
under its contract(s). The recipient is
the responsible authority, without re-
course to the Federal awarding agency,
regarding the settlement and satisiac-
tion of all contractual and administra-
tive issues arising out of procurements
entered into in support of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
evaluation or other matters of a con-
tractuzl nature. Matters concerning
violation of statute are to be referred
1o such Federal, State or local author-
ity as may have proper jurisdiction.

£215.42 Codes of conduct.

The recipient shall maintain writien
stendards of conduct governing the
periormance of its employees engage
in the award and administration of
contracts. No employee, officer, or
agent shall participate in the selection,
award, or administration of 2 contract
supported by Federal funds if & real or
apparent conflict of interest would be
involved. Such z conflict would arise
when the employee, officer, or agent,
any member of his or hier immediate
{zmily, his or her partner, Or a2n OIga-
nization which employs or is about to
employ any of the parties indicated
herein, has 2 financial or other interest
in the firm selected for an award. The
officers. empioyees, and agents of the
recipient snall neither solicit nor ac-
cept gratuities, favors, or anything of
monetary value I{rom coniracuors, oOr
parties to subagreements. However, re-
cipients may set standards for situa-
tione in which the financial interest is
not subsvantial or the gift is an unso-
licited ivem of mominal value. The
standards of conduct shall provide for
disciplinary acvioms to be &pplied for
violations of such stenfards by offi-
cers, employees, or zgents of the re-
cipient.

o8
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£1] procurement transactions s
be conducted in & manner LG Provide,
to The maximum exvent practiczl, open
znd iree competition. The recipient
shall be alert to organizational con-
{licte of interest as well as noncompei:-
tive practices.zamong CONiractors thatl
may restrict or eliminate competition
or otherwise resirzin trade. In order o
ensure objective contractor perform-
ance and eliminate unizair competitive
advantage, contractors that develop or
draft specifications, requirements,
stabements of work, invitations IJor
bids and/or requests {or proposals snall
be excluded from competing for such
procurements. Awards shall be made o
the bidder or offeror whose bid or offer
ie responsive to the solicitation and is
most advantageous 1o the recipient,
price, quality and other factors consid-
ered. Solicitations shall clearly set
{forth all requirements that the bidder
or offeror shall fulfill in order for the
bid or offer to be evaluated by the rs-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s
interest to dc so.

Competition.

§215.44 Procurement procedures.

(2) A1l recipients shall establish writ-
ten 7procurement procedures. These
procedures shall provide for, at a min-
imum, that paragraphs (z)(1), (2) and
(3) of this section apply.

(1) Recipients avoid purchasing un-
necessary items.

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

3) Solicitations for goods and serv-
jces provide for 211 of the following.

(i) & clear and zccurate description
of the tecnmical reguirements {or the
material, product or service t¢ be pro-
cured. In competitive procurements,
such 2 description skhall not contain
{eatures which unduly restrict com-
petition.

(ii) Reguirements which the bidder/
offeror must fulfill and all other fac-
tors to be used in evzluating bids or
proposals.

(i1i) A description, whenever prac-
ticable, of iechnicazl reguirements in
werme of functions tc be performed or

ATTACHMENT ...
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performance ire including  the
range of acceptable characteristics or
minimum acceptahle standards.

¢ivj The specific features of ‘‘brand
name or equal’ descriptions that bid-
ders are required to meet when such
jterns are included in the solicitation.

(v) 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 utilize small businesses,
minority-owned firms, and women's
husiness enterprises, whenever pos-
sible. Recipients 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 used to the fullest
extent practicable. ‘

(2) Make information on forthcoming
opportunities available and arrange
time frames for purchases and con-
tracts to encourage and facilitate par-
ticipasion 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-
nally.

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

(¢) The type of procuring instruments
used (e.g., fixed price coniracts, cost re-
imbursable contracts, purchase orders,
and incentive confracts) shall be deter-
mined by the recipient but shall be ap-
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propriate for the parivicular procure-
ment and for promoting the hest inter- -
ast of the program or project involvead.
The ‘cost-plus-a-percentage-of-cost’”
or ‘‘percentage of construction cost”
methods of contracting shall not be
used.

(d) Contracts 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 procursment.
Consideration shall he given to such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agencies' im-
plementation of E.O.s 125649 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 reguest for
proposals or invitations for bids, inde-
pendent cost estimates, etc., when any
of the following conditions 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 proposed award over the
small purchase threshold is to be
awarded to other than the zpparent
low bidder under a sealed bid procure-
ment.

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

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurement files in connection with
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svery procuremient action. Frice aliai-
ysit mey bDe accomplished in various

weys, including tThe comparison of
price guotations subrnitted, market
prices zné similar indicia, vogether

with discounts. Cost anzlysic is the re-
view and evaluation of each element of
cost 1o determine reasonablenesg,
zllocability and allowability.

£215.46 Procurement records.

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

(a) Basis for contractor selection;

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

(c) Basis for award cost or price.

£215.47 Contract administration.

£ systemn {or contract administration
shz)ll be meintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensurs adequatbte and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether contractors have met
the terms, conditions and specifica-
tions of the contract.

§215.48 Contract provisions.

The recipient shzll include, in addi-
tion to provisions to define 2 sound and
complete agreement, the following pro-
visions in all contracts. The following
provisions shall also be applied to sub-
contracts.

{a) Contracts in excess of the small
purchase threshold shall comtain con-
tractual provisions or conditions that
allow for administrative, contractual,
or legal remedies in instances in which
a combractor violztes or breaches the
contract terms, and provide for such
remedial actions as may be &appro-
priate.

(by Al contracts in excess of the
small purchase threshold shall contain
sunitable provisions for termination by
the recipient, including the manner by
which termination shall be effected
and the basis for settlement. In addi-
tion, such contracts shall describe con-
Gitions under which the contract mey
be terminazbed for delault as well as
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conditione wnere the coniract may be
werminated Decause of circumsiances
peyvond the conurcl of the coniracuor.

(¢ Except as otherwise required by
statuve, &r award that reguires tne
contracting {(or subcontractingy ior
construction or {acility improvements
shall provide for the recipient to follow
ite own reguirements relating to bid
guarantees, performance bonds, and
payment bonds unless the construction
contract or subcontract exceeds
$10C,000. For those contracts or sub-
contracts exceeding $100,000, the Fed-
eral awarding agency may acceplt the
bonding policy ancé requirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government’s interest
is adeaguately protected. If such a de-
termination has not been made, the
minimum requirements shall be as fol-
lows.

(1) £ bid guarantee from each bidder
equivalent to five percent of the bid
price. The '‘bid guarantee’ shall comn-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotizble insirument accompanying a
bid as assurance that the bidder shall,
upon acceptance of his bid, execute
such contractual documents as may be
reguired withiz the time specified.

(2) £ periormance bond on the part of
the contractor for 100 percent of the
contract price. A “performance bond”
is one executed in conmnection with a
contract to secure fulfillment of all the
contracior's obligations under such
contract.

(3; A payment bond on the part of the
contractor for 100 percent of the con-
tract price. A “pzyment bond” is one
executed in connection with a contract
to assure payment as reguired by stat-
ute of all persons supplying labor and
meaterial in the exscution of the work
provided {for in the contract.

(4) Where bonds are required in the
situations described herein, the bonds
shall be obtzined {from companies hold-
ing certificates of authority as accept-
able sureties pursuent to 31 CFR part
228, “'Suarety Companies Doing Business
with the United Stabes.”

(d) £1 negotiaved contracts (except
those for less than the small purchase
threshold) awarded Dy recipients shall
inciude = provision tc the effect that

— e
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she recipient, she TFederal awarding
agency, the Compurolier General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
sess Lo any books, documents, papers
and records of the consractor which are
directly pertinent ho a specific pro-
gram for the purpose of making audiis,
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

and

of reports

§215.50 Purpose
records.

Sections 215.51 through 215.53 seb
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 sach 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 delinezted in §215.26.

(b) The Federal awarding agency
shall prescribe &he frequency with
which the performance reports shall be
submitted. Except as provided in
§215.51(), performance reports shall
not be reguired more frequently than
guarterly or, less {requently than an-
nuzlly. Annual reports shall be due 90
calendar days after the grant year;
guarterly 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 requirsments. The final
performance reports are due 90 cal-
endar days after the expiration or ter-
mination of the award.

(c) If inappropriate, a final technical
or performance report shall not be re-
quired after completion of the project.
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(dj When required, performance re-
ports shall generally contain, for each
award, briefl information on each of the
following.

(1) & comparison of actual accom-
plishments with the goals and objec-
tives established for the period, the
findings of the investigator, or both.
Whenever appropriate and the output
of programs or projects can be readily
guantified, such gquantitative date
should be related to cost data for com-
putstion of unit costs.

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

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

(e) Recipients shall not be required to
submit more than 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
2bility to meet the objectives of the
award. This notification shall include a
statement of the action taken or con-
templated, and any assistance nesded
to resolve the situation.

(g) Federal awarding agencies may
make site visits, a5 needed.

(h) Federal awarding agencies shall
comply with clearance requirements of
5 CFR part 1320 when requesting per-
formance data from recipients.

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

forms as ray be approved by OMB are

authorized for obtaining financial in-
formation from recipients.

(1) SF-269 or SF-2694, Financial Sta-
tus Report.

(iy Each Federal awarding agency
shall require recipients to use the SF-
269 or SF-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have the option of
not requiring the SF-269 or SF-269A
when the SF-270, Request for Advance
or Reimbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adequate information
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Lo rneel iUE nesds. except thal & Iinal
SF-26¢ 01 SF-265£ snzll be reunirsd at
the completion of The project when tne
SF-270 it used only for advances.

(11; Tne Federal awarding agency
snall prescribe whether the Teport shall
be on & cash or accruzl basis. 17 the
Federal awarding agency reguires ac-
crual mnformation and the recipient’s
sccounting records are not normally
rept or the accrual basis, the recipient
shzll not pe required to convert itve ac-
counting systern, but shall develop
such accrual informatior through best
estaimates based on an analysis of the
documentation on hand.

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

(iv) The Federal awarding 2agency
shall reguire recipients to submit the
SF-269 or SF-2894 (am original and no
more than two copies) no later than 30
days after the end of each specified re-
porsing period for guarterly and SEIL-
annual reports, and 90 calendar Gays
{for annual and Tfinal reports. Exten-
sions of reporting due daies may De al-
proved by the Federal awarding agency
upon reqguest of the recipient.

(%) SF-2712. Report of Federal Cash
Transactions.

(i) When funds are advanced t0 re-
cipients the Federal awarding agency
shall reguire each recipient to submit
the SF-272 and, when necessary, ite
continuation sheet, SF-272a. The Fed-
eral awarding agency shall use this re-
port to monitor cash advanced to re-
sipients and te obtain disbursernent in-
{ormation for each agreement with the
recipients.

(ii) Federal awarding agencies may
require forecasts of Federal cash re-
guirements in the “Remarks" section
of the report,

(iii) When practical and deemed nec-
essary, Federal awerding agencies may
reguire recipients to report in the
“Pemarks’ section the amount of cash
aGvances received in excess of thrse

daye. FRecipients shzll provide shor
nerrative sxplanstions of actions takern
LG reduce the excess Dalances

vy Eecipients shall be reguired o
SuDm1T Not mMore than the original and
wwo copies of the SF-27Z 15 calendar
days following the end of eack gunarver.
The Federa) awarding agencies may re-
guire & monthly report {rom those re-
cipiente receiving advances totaling §l
million Or TNOre Der Vear.

(v) Federal awarding agencies may
waive the requirement for submission
of the SF-272 for any one of the i0l-
lowing reasons:

(4) When monthly advances 4o not
exceed 325,000 per recipient, provided
that such advances are monitored
through other forms contained in this
section;

(By If, in the Federal awarding agen-
cy’'s opinion, the recipient’s accounting
controls are adeguate to minimize ex-
cessive Federal advances, or,

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

(by When the Federal awarding agen-
¢y needs additional information or
more frequent reports, the following
shall be observed.

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

(2) When a Federal awarding agency
determines that a recipient’'s account-
ing svstem does not meet the standards
ip §215.21, additional pertinent infor-
mation to further monitor awards may
be obtzined upon written notice to the
recipient until such time as the system
is brought up to stendard. The Federal
awarding zgency, in obtaining this in-
{formetion, shall comply with report
clearance requirements of 5 CFR part
1320.

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

(4 Federal swarding agencies may
2ccept the identical information from
the recipients iz machine readable for-
mz1 or gcomputer printouts or elec-
tronic outputs in lieu of prescribed for-
mais.

o]
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(5 swarding agencies may
yrovide compuuer or slectronic ousputs
Lo recipients when such expedites or
soniributes to the accuracy ol report-

ing.

Fedaral

£215.58 Retention and access require-
ments for records.

(a) This section sets forth require-
ments for record retention and access
to records for awards to recipients.
Federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.

(b) Financial records, supporsing doc-
uments, statistical 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 expenditure report or, for
awards that are renewed guarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
sions are the following.

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

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

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

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

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

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

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

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

(¢; Tne Federa! awarding agency, the
Inspector General, Comptroiler Gen-
eral of the United States, or any of
their duly authorized representatives,
nave the right of timely and unre-
atricted access to any books, docu-
ments, papers, or other records of re-
cipients that are pertinent FGo the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
coples of such documents. This right
also includes timely and reasonable ac-
cess to a reciplent's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
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
Federal awarding agency shall place
restrictions on recipients that limit
public access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted from disclosure
pursuant 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 proposuls, cost al-
locations plans, etc. Paragraphs (g)(1)
and (g)2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeahle
(such as computer usage chargeback

rates or composite fringe benefit
rates).

1) If submitted for megotiation. 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
hasis for negotiation of the rate, then
the 3-yvear retention period for its sup-
porting records starts on the date of
such submission.

(2) If not submitied for negotiation. If
the recipient is not reguired 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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GTNiEl COTpPULaLion ior negotiation pur-
DOSEs, Then the 3-year relention period
ior the proposal, plan, Or OTher GOm-
pulation and iig SUPpPOrilLg TEGOras
starte at the end of the fiscal vear (or
other acsounting period) covered DY
tne proposzl, plan, or other computa-
Tiom.

TEERMINATION AND ENFORCEMENT

£215.80 Purpose of terminztion and
enforcement.
Sections 216.61 and 21£.62 set forth
uniform suspension, termination and
enforcement procedures.

§215.61 Termination.

(z) Awards may Dbe terminzated in
whole or in part only iU paragraphs
(2)(1), (2) or (3) of this section apply.

(i) By the Federal awarding agency,
if 2 recipient materially faile to com-
ply with the terms and conditions of an
award.

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

(3) By the recipient upon sending to
the Federal awarding agency written
novification setting forth the reasons
for such termination, the effective
date, and, in the case of partial termi-
narvion, the portion to be terminzated.
Fowever, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or modi-
fied portion of the grani will not ac-
complish the purposes for which ike
grant was made, it may terminate the
grant in its entirety under either para-
graphs (2)(1) or (2) of this section.

() If costs are allowed under &an
award, the responsibilities of the re-
cipient referred to in §215.71(a), includ-
ing those {or property management as
applicable, shall be considered in the
termination of the award., and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriaie.

£215.62 Enforcement.

‘23 Remedies for noncompliance. If & re-
cipient meierially {zils Lo comply with

<

§215.62
the verme and conditions of an awart
wlhiewnier staleld in 2 Feleral sialule

regulation, assurance, application, or
notice of awardé, the Federal awarding
zgency meay, in addivion t¢ imposing
any of the special conditions outlined
i [ 21F.14, take one or more of the {ol-
lowing actions, as appropriate in the
circumsutances.

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

(2) Disallow (that is, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
a4Ctivity or action not in compliance.

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

(4) Withhold further awards for the
project or Program.

(5) Take other remedies that may be
legally available.

(b) Hearings and appeals. In taking an
enforcement action, the awarding
agency shall provide the recipient an

opportunity for hearing, appeal, or
other administrative proceeding o

which the recipient is entitled under
any statnte or regulation applicable to
the action involved.

(c) Effects of suspension and iermi-
notion. Costs of & recipient resulting
from obligations incurred by tThe re-
cipient during 2 suspension oOr after
vermination of an award are not allow-
able unless the awarding agency ex-
pressly authorizes them in the notice
of suspension or btermination or subse-
guently. Otber recipient costs during
suspension or after terminatvion which
are necessary and not reasonably
svoidable are zllowable if paragraphs
(¢)(1; and (2) of this section apply.

(1) The costs result from obligations
which were properly incurred by the re-
cipient before the effective date of sus-
pension Or termination, are not in an-
ticipavion of it, and in the case of a ter-
mination, are noncancellable.

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

(4) Relaiionship to debarment und sus-
persion.. The enforcement remesedies
identifie@ in whis ssctiorn, incinding
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and nerminavion. do now
precinde 2 racipient {rom being subject
to debarment and suspension under
0.5 12549 and 12689 and the Federail
awarding agency implementing regula-
tions (see §215.13).

suspension

Subpart D—After-the-Award
Requirements

§215.70 Purpose.

Sections 215.71 through 215.73 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

§215.71 Closeout procedures.

(2) Reclpients shall submit, within 90
cajendar days 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 Faderal awarding agen-
¢y 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 specified in
the terms and conditions of the award
or in agency implementing instruc-
tions.

(¢y 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 Faderal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recivient
for use in other projects. OMB Circular
A-129 governs unreturned amounts that
become delinquent debts.

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

(f) The rscipient shall account for
any real and personal propersy ac-
guired with Federal funds or recelved
from the Federal Government in ac-
cordance with §215.31 through §215.37.

(g) In the event a final audit has not
heen performed prior to the closeout of

ad
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ar award, the Federa! awarding agency
shall retain the right to recover an ap-
propriate amount after fully consid-
ering the recommendations on dis-
allowed costs resulting from the final
audit.

§215.72 Suhsequent adjustments and

continuing responsibilities.

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

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of a later andit 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 under 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 paragraph (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 PR 26281, May 11, 2004, as amended at 70
FR 51881, Aug. 31, 2005)

$215.73 Collection of amounts due.

() Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
sled under the terms and conditions 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

-(2)(1), (2) or (3) of this section.

(&>}

(1) Making an administrative offset
against other reguests for reimburse-
ments. .

(2) Withholding advance payment
otherwise due o the recipient.

(3) Taking other action permisted hy
statute.

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

ATTACHMENT ﬁ/ .........
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APPENDIY, £ TC PART 2
PROVISION

Gis

A1 contra awarded vy a recipient 1n-
cluding small purchasse, shall contairn The
joliowing provisions ag zpplicable:

1. Egual Employment Opporiunity—4&ll con-
tracts shall conualp & provision reguiring
compliznce with E.O. 11246, “'Equza! Employ-
ment Opportunity’ (3¢ FR 12219, 12935, 3
CFPR, 19641965 Comp., p. 339j, ac amended by
E.0. 11375, “Amending Executive Order 11246
Relating to Equal Employmen:i Oppor-
tunity,”" and as supplemented by regulations
at 41 CFR part 60, “'Office of Federal Con-
tract Compliance Programs, Equal Employ-
ment Opportunity, Department of Labor.”

2. Copeland ''Anii-Kickback' Aci (18 U.S.C.
8&7¢ and 40 U.S.C. 276c)—4]1) contracts and sub-
grants in excess of $2000 for construction or
repair awarded by recipients and subrecipi-
ents shall include z provision {or compliance
wish the Copeland ‘' Anti-Fickback’ Act (18
U.8.C. B714), as suppliemented by Department
of Labor regulations (2¢ CFR part 3, “‘Con-
tractors ané Subsontractors ox Public Build-
ing or Public Work Finznced iz Whole or in
Part by Isoans or Grants {rom the United
States’). The Act provides that each cob-
wractor or subrecipient shall be prohibived
irom inducing, by any means, any Person
employed it the consiruction, completion, or
repair of public work, to give up any part of
the compensation to which he is otherwise
entitled. The recipient shall report all sus-
pected or reporved violations to the Federal
awarding agency.

3. Dawis-Bacon Act, as amended (40 U.S.C.
276a ¢ a-7)—Whern required by Federal pro-
graim legislation, all construction contracts
awarded by the recipients ané subrecipients
of more tharn $2000 shall incinde 2 provision
for compliance with the Davis-Bacon Act (40
U.8.C. 2762 10 &-7) and as supplemented by
Department of Labor reguiations (25 CFR
part b, “'Labor Standards Provisions Applica-
ble to Contracts Governing Federally Fi-
nznced znd Assisted Construction’). Under
this Acl. contractors shall be required to pay
wages 10 laborers and mechzanics al z rate
not less thah the minimum wages specified
1L & wage determination made by the Sec-
retary of Labor. In addition, cODWaCLOTs
snzll be required o pay wages not iess than
once 2 week. The recipient shall place z copy
of the current prevailing wage determination
issued by the Department of Labor iz each
solicitation ané the award of 2 contract shall
pe conditiened upor tvhe accepiance of The
wage determinzcion. The recipient shall re-

ol
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port wll -suspecied o FEDOrLed vioialions LC
it Federal awarGing agency.

4 Cuymract Work Hours end Sufety Stendards
Act (40 U.S.C, 327-333,—Wlere applicable, all
conuracts awardeC Dy recipients ir excess of
%2000 for construction contracis anc in ex-
cess of §2500 {or other ¢cONLracLs thal involve
the empioyment of mechanice or laborers
shzl} include & provision ior compliance with
sections 102 and 107 of the Contract Work
Hours a2nd Safety Standards Act (40 U.E.C.
327-333), ac supplemented by Department of
Lapor regulations (24 CFR part 5). Under sec-
tion 102 of the Act, each contractor shall be
required to compute the wages of every me-
chanic and laborer on the basis of a standard
work week of 40 hours. Work in excess of the
standard work week is permissible provided
that the worker is compensated at a rate of
not less than 1% times the basic rate of pay
{or all hours worked in excess of 40 hours in
ine work week. Sectior 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be required
+0 work in surroundings or under working
conditions which zre upsanitary, hazardous
or dangerous. These reguirements do not
apply to the purcbases of supplies or mave-
rials or articles ordinarily avallable on the
oper market, or contracts for transporvation
or transmission of intelligence.

5. Rights to Inventions Made Under a Con-
tracl or Agreemeni—Coniracts Or agreements
for the performance of experimental, devei-
opmenial, or reseazrch work shall provide for
the rights of the Federal Governmsnt and
tne recipient in zny resulting invention in
accordance with 37 CFR part 401, “Rights to
Inventions Made by Nonprofil Organizations
ané Small Business Firms Under Govern-
ment Grants, Contracts and Cooperative
Agreements,” and zoy implementing regula-
tions issued by the awarding agency.

€. Clean Air Actl (42 U.S.C. 7407 el seqg.) and
the Federal Water Pollution Control Act (33
U.5.C. 1251 et seq.), as amended—Coniracts
and subgrants of amounts ip excess of
3100,000 shall contain a provision that ra-
guires the recipient Lo agree tc comply with
21) applicable standards, orders or regula-
tions issued pursuant to the Clean Air Act
(42 U.B.C. 7401 et seg.) and the Federa) Water
Follution Control Act as amended (353 U.B.C.
1251 et seg.). Violations shall be reported to
the Federal awarding agency and the Fe-
gional Office of the Bnvironmental Protec-
tion Agency (EPA).

7. Byrd Anti-Lobbying Amendment (3] U.S.C.
1352;—Contractors who 2pply or bid for an
award of $100,000 or more shall file the re-
guired certificatvion. Bach tier certifies to
thie tier above that it will not and has not
used Federal approprizied {unds tc pzy any
person or organizatior for influencing or at-
vempting t¢ influence at officer or employee
of any agency, & member of Congress, officer
or ernpioyee of Congress, 07 &L employee of 2
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wmember of ZSongress in connection with ob-
saining any Federal contract, grant or any
sther award covered by 31 U.S.C. 1352, Each
sier shall also disclose any lobbying with
non-Federal funds that takes place in con-
nection with obtaining any Federal award.
such disclosures are forwarded {rom uier to
tier up to the recipient.

§. Debarment and Suspension (B.0.5 125649
and  12689)—A contract award with an
amount expected to equal or exceed $25.000
and cersain other contract awards (see 2 CFR
180.220) shall not be made to parties listed on
the government-wide Bxcluded Parties List
System, {n accordance with the OMB guide-
lines at 2 CFR part 180 that implement E.Os
19549 (3 CFR., 1986 Comp., p. 189) and 12689 (3
CFR, 1989 Comp., p. 235), ‘‘Debarment and
Suspension." The Excluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cies, as well as parties declared ineligible
onder statutory or regulatory authority
other than E.0. 12548.

{69 FR 26281, May 11, 2004, as amended at 70
FR 51879, Aug. 31, 2005)

PARTS 216-219 [RESERVED]

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

Sec.
' 220.5 Purpose.
220.10 Scope.
290.15 Policy.
290.20 Applicabilivy.
290.25 OWE responsibilities.
990.30 Federal agency responsibilities.
290.35 Effective date of changes.
190.40 Relationship to previous {ssuance.
220.45 Information contact.

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

AUTHORITY: 31 U.S.C. 503; 31 U.S.C. 1111; 41
U.5.C. 405; Reorganization Plan No. 2 of 1870;
E.O. 11541, 35 FR 10737, 3 CFR, 1986-1970, p.
939.

SOURCE: 70 FR 51881, Aug. 31, 2005, unless
otherwise noted.

§220.5 Purpose.

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

68

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

§220.10

The principles in this pari deal with
the subject of cost determination, and
make no astempt to identify the cir-
cumstances or dictaie the extent of
agency and institutional participation
in the financing of a particular project.
Provision for profit or other increment
above cost ig outside vhe scope of this
part.

a
Scope.

$220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pected o place additional 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 Applicability.

(a) All Federal agencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work. The
principles shall alsc 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 Punded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 9.

§220.25 OMB responsibilities.

OMB is responsible for:

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

(b) Interpreving the policy require-
ments in this part and providing assist~
ance to ensure effective and efficient
implementation.
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CIRCULEF NC. B-12
Revised May 10, Z

TG THE HEADS OF EYECUTIVE DEPAZPTMENTS AWND ESTEBLISHMENTS

or Non-ProiZit Organizations

h

SUBJECT: Cost Principles
1. Purpose. This Circular establishes principles for defermining costs of
grants, contracts and other agreements with non-profit organizations. It does
not apply to colleges and universities which are covered by Office of Management
and Budget (OMB) Circular A-21, "Cost Principles for Educational Institutions”;
State, local, and federally-recognized Indian tribal governments which are
covered by OME Circular A-87, "Cost Principles for State, Local, and Indian
Tribal Governments”;, or hospitals. The principles are 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
limitations on individuzl cost elements by Federal agencies. Provision for
profit 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-profit organizations.

3. Applicability.

2. These principles shall be used by all Federal agencies in doternunlng
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 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. A1l cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those 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 university, Circular 2-21 shall apply: if a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular Z-87
shall apply.




a. Non-proiit o arlzation L any SornsraliOn, TIUST 2530CLATLIOT,

nonneraive, OF

(2; is not organized primarily for profit; and

(33 uses its net proceeds to maintain, improve, and/or expand 11s
operations. For this purpose, the term "non-proiit organization” excludes (1]
colleges and universities; {ii] hospitals; (iii) State, local, and federally-

recognizéd Indian tribal governments: and (iv) those”
non~profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those 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,
because of their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
_Attachment C. ther organizations may be added from time to time.

6. Responsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisions of
this Circular. Upon reguest, implementing instruction shall be furnished to
OMB. Agencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days

of the date of this Circular.

7. BRttachments. 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. Reguests for exceptions. OMB may grant exceptions toO 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
wnusual circumstances.

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

ATTACHMENT .\
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PRINCIPLES

Consiierations

1. Zomposition of awaxd

whe aliowabie direct

1TV

-

ing allowabl

Z Factors affecting v of costs. To be allowable under an
award, =osts must meet the {cilowing general criterie '
a Be reasonable for The periormance € -he award and be allozabis
thereto under these principles. ’
. b. Conform to any limitations or syclusions set forth in these
principles or in the award as Lo types or amount ©Of cost items.

c. Be consistent with policies and procedures that apply uniformly
to both federally-financed and other activities of the organization.

d. Be accorded consistent treatment.

principles (GAAP).

e Be determined in accordance with generally accepted accounting

used to meet cost sharing or

f. Not be includad as a st or
£ rally-financed program in either the

matching requirements of any other
current or a prior period.

g. Be adequately documented.

3. Reasonable costs. A cost is reasonable if, in its nature or amount,
it does not exceed that which would be incurred by a prudent person under the
circumstances prevailing at the time rhe decision was made to incur the costs.
The guestion of the reasonableness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions thexeci
which recsive 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 ordinaxy
and necessary for the operation of the organization or the periormance oi th

[{ V2 ]

award.




s Wnhertrner the individuels concerned acted with pruasnce in <he
[ €, consiaering thelr responeipilities LC Lhe organization, its
mzrpers, emploveess, and clients, the public at large, and ths Fegerzl
Government .

d. Cign:ificant deviations from the established practices of the
organization which mey unjustifiably increase the award costs

4. LEllocable costs.

2. Pk cost is aliocable to a particular cost objective, such as a
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. 2 cost is allocable to a Federal award if it is
treated consistently with other costs incurred for the same purpose in like

circumstances and if it:

(1) Is incurred specifically for the award.
(2) Benefits both the award and other work and can be
distributed in reasonable proportion to the benefits received; or

2
<

(3) Is necessary to the overall operation of the organization,
although a direct relationship to any particular cost objective cannot be shown.

b. Any cost allocable to a particular award or other cost objective
under these principles may not be shifted to other Federal awards to overcome
funding deiiciencies, or to avoid restrictions imposed by law or by the terms
the award. ' : ’ : :

of

5. 2Applicable credits.

a. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expense items that

zre allocable to award

transactions are: purchase discounts, rebates or allowances,

indemnities on losses,
erroneous charges. To
organization relate to
Government either as a

b.
Government to finance
treated as applicable
items against related
determining the rates
rendéred whenever the

In some instances,

s as direct or indirect costs. Typical examples of such
recoveries or
insurance refunds, and adjustments of overpayments or
the extent that such credits accruing or received by the
allowable cost, they shall be credited to the Federal

cost reduction or cash refund, as appropriate.

the amcunts received from the Federal
organizational activities or service operations should he
credits. Specifically, the concept of netting such credit
expenditures should be applied by the organization in

or amounts to be charged to Federal awards for services
facilities or other resources used in providing sich

services have been financed directly, in whole or in part, by Feéederal funds;

c. For rules covering program income (i.e., gfoés'income'eérned
- from federally-supported activities) see Sec. .24 of Office of Management and
Budget {OMB) Circular 2-110, "Uniform Administrative Reguirements for Grants and
‘Agreements with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations.™”




advan-z ungerstandings Under anv givan awar ss and
4 -y »f ser-ain ivems of COSTs may me diifificult ] e s is
- LTuLAariy Lrus o connection with organizations ~hat receive z prapondsrance
“ne.r suppeort LrOom Frederal agencies. srde yoid sub 1ent
s41lovance or dis enes 3 i
irahlie To S with i
agency in advance b ence oI
an advance agrasment On any element of

ruagonablenass or aliocability of that
7. Conditional exemptions.

a. OMB authorizes conditional axemption ‘from OMB administrative
reguirements and cost principles circulars for certain Federal programs with
staturorily-authorized consclidated planning and consoliidated administrative
funding, that are identified by a Federal agency and approved by the bhead of
rhe Executive department O establishment. A Federal agency shall consult with
OMB during its consideration of whether to grant such an exemption.

b. To promote efficiency in State and local program administretion,
when Federal non-entitlement programs with common purpases have specific
statutorily-authorized consolidated planning and consolidated administrative
funding and where most of the State agency's resources come from non-Federal
sources, Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from certain OMB grants management requirements. The
exemptions would be from all but the allocability of cests provisions of OMB
Circulars A-87 (Attachment A, subsection c.3), "Cost Principles for State;
Local, and Indian Tribal Governments," 2-21 (Section C, subpart 4y, "Cost
Principles for Educational Institutions, " and A-122 (Attachment A, subsection
2.4y, "Cost Principles for Non-Profit Organizations," and from all of the
administrative requirements provisions of OMB Circular A-~110, “"Uniform
Administrative Requirements for Grants and Bgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,” and the
agencies' 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
written fiscal and administrative requirements for expending and accounting for
all funds, which are consistent with the provisions of OMB Circular B-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 provisiohs,
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., & 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 =
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Cogts identified specifically with other final cost
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however, even though these costs are unc1louaDTe for purposes of computing
charges to Federal awards, they nonetheless must be treated as direct costs for
purposes of determining indirect cost rates and be allocated their share of the
organization's indirect costs if they represent activities which (1) include the
salaries of personnel, (2) occupy space, and (3] benefit from the organriization's

indirect costs.

4. The costs of activities performed primarily as a service tc members,
clients, or the general public when significant and necessary to the
rganization's mission must be treated as direct costs whether or not allowable
lloceted an eguitable share of indirect costs. Some examples of these
activities include:

a
of

&. Maintenance of membership rolls, subscriptions, publications,
and related functions.

b. Providing services and information to members, legislative or
administrative 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.

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

f. Administration of group benefits on behazlf of members or
clients, including life and hospital insurance, annuity or retirement plans,
financial aid, etc. :

C. 1Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with a particular final cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.2. After direct costs have been
determined and assigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
objectives. 2 cost may not be- allocated to an award as an 1nd1rect cost if any
other cost incurred for the-same purpcse, in like c1rcumstances, has been
assigned to an award as & direct cost. IR

2. Because of the diverse characteristics and accounting practices of
non-profit ozganizations, it i1s not possible to specify the types of cost which
may be classified as indirect cost in all situations. However, typical examples
of 1nd_L:ect cost for many non-profit organizations may include depreciation or

9 { ATTACHMENT Lo
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oxpenses, such as

JE T,
~ration, and

ngs and aguioment

t ation and
use allowances on buildings, squipment and capital improvement, 1 st on dent
ansoniated with certain buildings, sguipment and capital improvem
sperasions and maintenance exXpenses. "rdministration™ is defined x
administration and general expenses such as the director's office, accounting,
personnel, library expenses and all other types of. expenditures not listed
specifically under one of the subcategories of "Facilities” (including cross
allocations from other pools, where applicable). See indirect cost rate
reporting reguirements in subparagraphs D.Z.e and D.2.q.

o 3

f
gener

. Allocation of Indirect Costs and Determination of Indirect Cost Rates

1. General.

a. Where a non-profit organization has only one major function, or
where all its major functions benefit from its indirect costs to approximately
the same degree, the allocation of indirect costs and the computation of an
indirect cost rate may be accomplished through simplified allocation procedures,
as described in subparagraph 2. :

b. Where an organization has several major functions which benefit
From its indirect costs in varying degrees, allocation of indirect costs may
_require the accumulation of such 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 costs allocated to each
function are then distributed to individual awards and other activities included
in that function by means of an indirect cost rate(s). '

c. The determination of what constitutes an organization'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 cests and computing
indirect cost rates along with the éonditions under which each method should be
used are described in subparagraphs 2 through 5. .

e. The base period for the allocation 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's fiscal year but, in any event, shall be so selected as to avoid
inequities in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization's major 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
aliowable indirect costs (net of applicable credits) by an equitable
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prolecils Or activities, and may be used where the level o Feoerai awards tco an
organization is relatively small
i< Both .The direct coste and the indirect costs shall erclude
capitel expenditures and unallowable costs However, unzllowable costs which
present activities must be included in the direct costs under the conditions

¢. The distribution base may be total direct costs {excluding
capital exzpenditures and other distorting items, such as major subcontracts or
subgrante), direct salaries and wages, or other base which results in an
equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of Attachment B.

d. Except where a special rate(s) is reqguired 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 thé special rate(s).

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

3. Multiple allocation base method

a. General. Where an corganization's indirect costs bene fit its
major functions in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph b. Each grouping shall
then be allocated individually to benefitting functions by means of a base which
best measures the relative benefits. The default,allocatloq‘bases_by cost pool
are described in subparagraph c. ’ ' R

b. -Identification of indirect costs. COSL grouplngs "shall be
established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of erenses that are of like character in terms of functions they benefl+ and in
terms of the allocatlon base which best measures the relative beneflts prov1d°d
to each function. The groupings are classified-within the two broad categories:
"Fac111t1es“'dnd "Admlnlstratlon, as described in subparagraph C.3. The
1nd1rect cost pools are’ deflned as follows:

(1) Deprecwatvon and use. allowances.- The erenses under ths
heading are the’ portion of the costs of the organization's bu1ldlngs, capltal
improvements to land and buildings, and equipment which are computed in -
accordance with paragraph 11 of Attachment B ("Depreciation and use
‘2allowances™) .
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) {4) General adninistration and general expenses.. The expenses
under this heading are those that have been incurred for the overall general
executive and administrative offices of the organization'and other expenses 0f a
_general nature which do not relate solely to any major function of the.
organization. This category shall also include its allocable share of fringe
penefit costs, operation and maintenance expense, depreciation and use
allowances, and»interest costs. Examples of 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 steff, project supplies;, project publication, telephone toll charges,
computer costs, travel costs, and specialized services costs shall be treated 2s
direct costs wherever identifiable to a particular progran. 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 & 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
wenefitting functions. The'essential consideration in selecting a method or a
pase is that it is the one best suited for assigning the pool of costs to cost
objectives in accordance with penefits 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. When 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
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(a) Deprecia or use allowances on buildings used
exclusively in the conduct of & single function, and on capital improvements and
egquipment used in such buildings, shell be zassigned To that function.

¥

{b) Depreciation or use allowanc on buildings used fo
more than one function, and on capital improvements and equipment used in such
buildings, shall be allocated to the individusl functions performed in each
building on the basis of usable square feet of space, excluding common arezs,
such @s hallways, stairwells, and res:

(c) Depreciation or use allowances on buildings, capital
improvements and equipment related space (e.g., individual rooms, and

laboratories) used jointly by more than one function (as determined by the users’

of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on thé basis of:

. (i} the employees and other users on a full-time
equivalent (FTE) basis or salaries and wages of those individual functions
benefitting from the use of that space; or

{ii) organization-wide employee FTEs or salaries
and wages applicable to the benefitting functions of the organization.

(d) Deprec1at1on or use allowances on certain capital
improvements to land, such as paved parylng areas, Fences, sidewalks, and the
like, mnot included in the cost of buildings, shall be allocated ‘to user-
categories on a FTE basis and distributed to major functions in propeortion 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 depreciation or use allowances on the buLWdlngs,‘equipment and
capital eguipments to which the interest relates '

(3) Operatiom and maintenance expenses. Operation and
maintenance expenses shall be allocated in the same manner as ‘the deprec1aglon
and use allowances.

{4) General administration and general e¥penses. General -
administration and general expenses shall be allocated to bemefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped fi st‘aﬁCOIding’to major
functlons of the organization to which they render services or prov1de benefits.
The aggregate expenses of each group Shdll then be al1ocdted to. beneflttwng
functions basod on MTDC. '

d. Order of distribution.

Indirect cost categories comsisting ¢f depreciation and
t eration and maintenance, and general administration

lal

a
use allowances; int
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s TO the major
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silocated in zhe crder d cermined tc
ization. When gtion of CUsTE
{z., tnis order o iocation does not apply.

177 Normaily, ap indirect cost category will Dbe consideraed
~insed once iz has besn allocated to other cost objectives, and costs shall not
he mubseguen<.y.allocated to it. However, & CIO0SS allocation of costs between
-we oY more indirect sosts categories couid be used if such allocation wiil .
rezult in a more equitable allocation of costs. If a cross allocation is used,
an appropriate modification to the composition uf the indirecr ceost catesgories
is reaquired.

e. PApplication of indirect cost rate or rates. Except where a
special indirect cest rate{s) is required in accordance with subparagraph D.5,
the. separate groupings of indirect costs allocated to each major function shall
pe aggregated and treated as a common pool for that function. The costs in the
common pool shall then be distributed to individual awards included in that
function by use of a single indirect cost rate. : '

£. 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
penefits, materials and supplies,'services, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant oOT subcontract). Eguipment, capital
expenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to avoid
a serious ineguity 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 oi 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 projects 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 appropriste
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

4 R
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this method, indirect costs coneist exclu
1 expenses. In zll other respect
be computed in the same manner as that de

5. Special indirect cost rates. In some instances, a single indirect
cost rate for all activities of an organization or for each mejor function of
the organization may not be appropriate, since it would not take into account
those different factors which may substantizlly affect the indirect costs
applicable to a particular segment of work. For this purpose, a particular
segment of work may be that performed under a single award or it may consist of
work under a group of awards performed in a common environment. These factors
may include thé physical location of the work, the level of administrative
support required, the nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizational
arrangenents used, or any combination thersof.  When a particular segment of
work is performed in an environment which appears to generate a swgnlr1cant1y
different level of-indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indiresct cost pool
should be develcped during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and'4, and (ii) the volume of work to
which the rate would apply is material. '

E. DNegotiation and Approval of Indirect Cost Rates

1. Definitions. B2s used in this section, the following terms have the
meanings set
forth below:

&. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost. rates-for a non-profit organlvatlon on
behalf of all Federazl agencies. : T - -

b. Predetermined rate means an indirect cost rate, applicable to a
spec1rwed current or future period, usually the organization's fiscal year. The
rate 1is based on an estimate of the costs tc be incurred during the perlod A
preoetermADed rate is not subject to- adjustnent

_ ‘c. Fixed rate means an'indirect cOst fate which has the same
characteristics as a predetermined rate, except that the dlfference betwpen the
estimated costs and the actual costs of the perlod covered by the rate is .
carried fQIWa;d as an adjustment to the rate computatwon of a subsequnnt p0r1od

d. Final rate mezns an indirect’ cost’ rate- appllcable to a specified
past period which is based on the actual costs of the period. A final rate is
‘not Subj°Ct to adjustmant
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g. Cost ohjective means 4 function, organizational subdivision,
contract, grant, or other work unit for which cost Qdate are desired and for
S cumulate and measure the cost of processes,

v
which provision 1is made to 2
projacts, jobs and capitallz

2. Megotiation and approval of rates.

a. Unless different arrangements are agreed to by the agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-term shift in the dollar volume of the

Federal awards to the organization. 211 concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

Federal agency has reason to nelieve that special operating factoxrs affecting

its awards necessitate special indirect cost rates in accordance with

subparagraph D.5;, it will, prior to the time the rates are negotiatéd, notify
the cognizant agency. -

_ b. A non-profit prganization which has not previously established
an indirect cost rate with a Federal agency shall -submit its initial indirect
cost proposal immediately after the organization 1is advised that an award will

be made and, in no event, later than three months after the eifective date of
the award.

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

d. A predetermined rate may be negotiated for use oD 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'work at the organization is too erratic to permit an equitable
carry-forward adjustment; or (iii) the organization's operations fluctuate
significantly from year to year. ‘

£. provisional and final rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.

—
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i. To the extent that problems are encountered among the Federal
connection with the negotiation ancd approvel process, OMB will lend
s required to resclve such problems in a timely manner.
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i hrdver-.sing and public relations 20515

a. The term advertising COSts means -he costs of advertising media and
sorollary administrative costs advertising media include magaz.nes,
newspapers, radio and television, direct mail, ezhibits, electronic or computer
transmittals, and the like.

b. The term public relations includes community relations and means these
activities dedicated to maintaining the image of the non-profit organization or
maintaining or promoting understanding and favorable relations with the

community or public at large or any segment of the public.
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c. The only allowable advertising costs are those whic

(1)
non-profit organ
ttachment B, pa

costs);

The recruitment of personnel required for the performance by the
ization of obligations arising under a Federal award {522
ragraph 41, Recruiting costs, and paragraph 42, Relocati
(21 The procurement of goods and services for tne performance of a
Federal award;
{3} The disposal of scrap or surplus materials acquired

r i
performance of a Federal award except when non-profit organizations. are
reimbursed for disposal costs at 2 predetermined ‘amount; or

Fh

(4) Other specific purposes necessary to meet the requirements O
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 o
specific activities or accomplishments which result from performance of Federal
awards  (these costs are considered necessary as part of the outreach efiort ifor

the Federal award); or

(3) Costs of conducting general liaison with news media and
government public relations officers, to the extent that such activities are
limited 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. '
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ising and public relations cousts other than as
c, d, and e;

ngs, conventicns, convocations, or cther events
the nor-proiit organization, including:

(a) Costs of displays, demonstrations, and exhibits;

. {(b) Costs of meeting rooms, hospitality suites, and other
special facilities used .in conjunction with shows and other special events; and

(c) Salaries and wages of employees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings:;

(3) Costs of promotional items and memorabilia, including models,
gifts, and souvenirs;

(4) Costs of advertising and public relations designed solely to
promote the non-profit organization.

2. Advisory Councils

Costs incurred by advisory councils or committees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost where
allocable to Federal awards.

3. Rlcoholic beverages. Costs of alcocholic 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 2-133, "Audits of States, Local
Governments, and Non-Profit Organizations” are allowable. 2lso see 31 USC
7505(b) and section 230 (“Audit Costs”) of Circular A-133. )

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

c. The cost of agreed-upon. procedures engagements to monitor SubreCipiehts’who
are exempted from A-133 under section 200(d) are allowable, subject to the
conditions listed in A-133, section 230 (b)(2). : s =
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;. Bonding costa.

a
, advance payment, infringement, and fidelity bonds.

a. Bonding COSTS arise when the rTederal Government reguires assurance
againszt financial ipss to itseif or others by reszson of the act or default
tne non-profit organization They arise also in instances where the non=-proilt
organitatlon requires similar assurance Included are such bonds &s bid,
T f

performance, paymen:

b. ~osts of bonding reguired pursuant to the terms of the award are
allowable.

c. . Costs of bonding required by the non-profit organization in the
eneral conduct of its operations are allowable to the extent that such bonding
in accordance with sound business practice and the rates and premiums are

3
easonable under the circumstances.

7. Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, electronic oI compuiar
rransmittal services and the like are allowable.

8. Compensation forx personal services.

a. Definition. Compensation for personal services includes all
compensation paid currently or accrued by the organization ior services of
employees rendered during the period of the award (except -as 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
penefits, pension plan costs, allowances Iox off-site pay, incentive pay,
location allowances, hardship pay, and cost of living differentials.

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

v

a

ot

{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 of 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

activities.

(2) When the organization 1is predominantly'engaged in federally-
sponsored activities and in cases where the kind of employees required for the
Federal activities are not found in the organization's other activities,

v . ) 22 . :
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d. Special considerations in determin:
N .

conditions require specidl consideration
ccsts under Federal awards where amounts
unreezsonable. AEmong such conditions ere

(1} Compensation toc members of non- pro_;t organizations, trustees,
directors, associates, officers, or the immediate families therecf.
Determination should be made that such compensation is reasonable for the actual
personal services rendered rather than a distribution of earnings in excess of
costs.

{2) Any change in an organization's compensation policy resulting im
a substantial increase in the organization's level of compensation, particularly
when it was concurrent with an increase in the ratic of Federzl awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Costs which are undllowable 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 zllowable only with the-
prior approval of the awarding agency except:

. (1) When necessary to cope with emergencies, such as those resulting
from accidents, natural disasters, breakdowns of eguipment, or occasional
operational bottlenecks of a sporadic nature.

(2) When employees are performing indirect functions, such as
administration, maintenance, or accounting.

! (3) In the performance of tests, laboratory'procedures, or other
similar operations which are continuous in nature and cannot reasonably be
1Dterrupted or otherw1se completed. ' :

(4) When lower overall cost to the Federal_Government Qill result.
g. Fringe benefits.

{1). Fringe benefits in the form of regular compensatlon pqld to
employees during periods of authorized absences: from the job, such as vacation
leave, sick leave, military leave, and the llke, are - allowable, provided; such
‘costs are absorbed by all organization acc1v1t1es in proportlon to the relative
amounit of ‘time or: effort actually devoted to each

(2f Frwnge Penefits in the form of - employer CODLIlbutlonS or .
expenses for social security, employee insurance, workmen's compensation
insurance, pension.plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
;OIgaanat1OD p011c1es Such benefits whether treated as indirect costs or as

'V'dlrecL cos's, shall be dlstrlbuted to particular awards and other activities inm




"3 egerve under a self-insurance program
unemployment compen3alion are zliowabls 10 The
~hat the pnable estimates of tne liabilities for
compensatio age, extent of coverage, and razes and
premiums would have peen all f surance been purchased to cover the
risks. However, red liabilities which do not become
payaple for more the provision 1is made shall not exczed thz

present value of

(b) Where an organization foilows a consistent policy of
expensing actual payments to, or on behalf of, employees OI former empinyees for
unemployment compensation orx workers' compensation, such payments are allowable
in the year of payment with the prior approval of the awarding agency, provided

they are allocated to all activities of tnhe organization.

(4) Costs of insurance oD the lives of trustees, officers, 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) 1is 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. Ppension 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 (GAARP), as prescribed
in Accounting Principles Board Opinion No. g issued by the American Institute of
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 peyond 30 days after each guarter of the year to which
such costs are assignable are unallowable.

(2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93-406) are
allowable. Late payment charges on such premiums are unallowable.
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k. Severance pay.
{1} Severance pay, also commonly. referred to as dismissal wages, is
& payment in addition to regular salaries and wages, by organizations to workers
whose employment is being terminated. Costs of severance pay are allowable only
to the extent that in each case, it is reguired by
(a) law,
(b) employer-employee agreement,
(c) established policy that constitutes, in effect, an implied
agreement om the organization's part, or
(d) circumstances of the particular eleoyment

{2) Costs of severance payments are divided into two categories as
follows .

{a) Actual normal turnover severance payments shall be
allocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of payments actuzlly made for normzl
sSeverances over a representative past period,. and if amounts charged are
allccated to all activities of the organizatiom. '

(b) Abnormzl or mass sevefance“pay is of such 'a conjectural
nature that measurement of costs by means of an accrual will not achieve equity
to both.parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be comsidered
on a case-bytcase»basis in the event or occurrence.

(c) ‘Costs incurred 1n certaln severance “pay pach ages (commonly
known as "a golden parachute” payment) which. are in an_ amount in extess of. the
normal severance pay paid by the organization. to an employee upon term_natlon of
employmenti- and -are-paid to the employee. contlngent upon a change in management
control over, or ownership of, the organization's assets are unallowable.

_ {d) Severance payments to foreign nationals emp1oyed by the
organization outside the United States,. to the .extent that the amount exceeds
the customary or prevailing practices for the organlzatlon in. Lh' Un ‘ted States
are unallowable, 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
national as a result of the closing of, or curtailment of activities by, the
organlzatwon 1n that country are unallowable, unless they are necessary for the
pertormance of Federal program° and approved by awarding agencies.

A
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wages, whether treated as
dorezt T03 ocumented payrolls approved by
a4 responsible of & distribution of selaries and
rivity reports, as pres ribed

m

€

wages %o awards must be supported by ersonnel actl c
ir subparagraph (2), except when & substitute sysiem has baen approved 'ir
writing py the cognizant agency. 'See subparagraph E.2 of bttachment 2.}

ing the distribution of activity of each employze
f members (professionals and nonprofessionalsi
whose compensation is charged, in whole or in part, directly to awards. In
addition, in order to support the allocation of indirect costs, such reports
must also be maintained for other employees whose work involves two OY more
functions or activities if a distribution of their compensation between such
functions or activities 1is neaded in the determination of the organization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these requirements must meet-the following

‘7% Reports relle

must be maintained for all staf

standards:

(a) The reports must reflect an after-the-fact determination
of the actual activity of cach 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.

(c} The reports must be signed by the individual empl
by a responsible supervisory official having first hand knowledge of th
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the e ployee
during the periods covered by the reports. :

oyes, or
e

(d) The reports must be p.
coincide with one or more pay periods.

repared at least monthly and must

(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 number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSA) (29 CFR Part 516). For this
purpose, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee, " under FLSA.

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

9. Contingency provisions. Contributions to a contingency reserve oOr any
similar provision made for events the occurrence of which cannot be foretold
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O Lig, ¥ ,
The zTerm ‘con __ngcrl,v ~eserve’ erxcludes self-insurance reserves [(see LrTachment B,
peragrapns &.g. ‘3%, anc zz.e(2;!dj); pensior funds (see parasgraph £.:). and reserves
for normal ssverance pay !(see paragraph €.1.;
1G. Defense and prosecution of criminal and civil proceedings, claime, appeals
and patent infringement. '

ol

Definitions.

(1) Conviction, as used herein, means a judgment or a conviction of
2 criminal offense by any court of competent jurisdiction, whether entered upon
as a verdict or a plea, including a conviction due to a plez of nolo contendere.

(2} Costs include, but are not limited to, administrative and
clerical expenses; the cost of legal services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organwzatlon to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings. :

(3) Fraud, as used herein, means {i) acts of Iraud corruption or
attempts to defraud the Federal Governmment or to corrupt its agents, (ii) acts
that constitute a cause for debarment or suspension (as .specified in agency
regulations), and (iii) acts which wviolate the False Claims Act, 31 U.S.C.,
sections”3729—3731, or the Anti~Kickback Act, 41“U.S.C., sections 51 and 54.

(4) Penalty does not lnCWude rest1Lutlon, reimbursement, oOr
compensatory’ damagcs :

(5) Proceeding includes an investigation.

b. (1) EkCDpt as otherwise -described herein, costs incurred in
Connect1on with -any criminal, civil or- administrative proceeding . (including
fll;ng_of,a false certification) commenced by the Federal Government, or a
State, local or foreign government, are not-allowable if the proceeding: (1)
relates to a violation of, or failure to ‘comply with, a Federal, State, local or
foreign statute or regulation by the‘organization- (including its .agents and
employees)gband (2) results in any of the following dispositions: ' ’

(2) In a criminal proceeding, a conviction.
{b) In a civil or administrative procéeding involving an

allegation of fraud or similar mlsconduct a determination of organizational
liability. VN : v

el {c}. In the case of any cwv1l or admlnlstva ive proceeding, the
imposition of a monetary penalty ’ e : o :

, (d) & final decision by an approprlate Federal off1c1al to
debar ‘or suspend the organizatiom, to rescind or void an award, or to terminate
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agr
costs incurred by the organization in connection with such
otherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

G
b

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, oI (2) specific written direction of
an authorized official of the sponsoring agency.

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

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

(2) payment of the costs incurred, as allowable and 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
otherwise; and, ' '

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

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

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

g. Costs of legal, accounting, and consultant services, and related
costs, incurred in connection with defense -against Federal Government claims or

o, W
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. Costs of
zuEte, *nﬂurred ir -
unallowable unless
owable under this paragraph, including
¢ segregated and accounted for by the
he pendency of any proceeding covered by

zl Government shall generally withhold payvment

aphs L and
of such coste. However, if in the best interests of the Federal Government, the
Federal Government may provide for conditional payment upon provision of
adequate security, or other adeguate assurance, and agreements by the
organization to repay all unzllowable costs, plus interest, 1f the costs are
subseguently determined to be unallowable.

11 Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
egquipment 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 flyed assets (e.g.,
buildings, ofifiice 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 organizationm by a third party shall be its 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) Bny portiom of the cost of buildings and equlpment contr1buted
by or for the non-profit organlzatron in satlsfactlon of a statutory matchwng
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 comstruction, nature of the equipment
used, technological developments in the particular program area, and the renewal
and replacement policies followed for the rnd1v1dual 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 consumptlon
of the asset during its useful life.

In the absence of clear evidence indicating that the expected consumption of the
asset will be significantly greater 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 appfdbriate method.

Depr°c1at on mcthoas once used shall not be changed unless approved in advance
by the cognizant Federal agcncy -When the depreciation method is introduced for
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2. When zne de uildings, a building's shell
< p

sagragazed 5., plumbing system, heating,
r zondltioning e it epreciated over its estimat=zd

life; or the sntire building {(i.s., the shell and all components) may be
| as & single asset and depreciated over a single useful life.

f. When the depreciation method is used for a particular class of as3etis,
no depreciation may be allowed on any such assets that, under subparagraph d,
would be viewed as fully depreciated. However, @ 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 +ime of negotiation, the eifect of any
increased maintenance charges OrI decreased efficiency due to age, and any other
factors pertinent to the vtiliza-ion  of thes asset for the purpcse 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 allowance for eguipment 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, the entire building must be treated as a single asset; the
puilding's components (e.g., plumbing sgystem, heating and air conditioning,
etc.) cannot be segregated from the building's shell.

The two percent limitation, however, need not be applied to equipment which 1is

meraly attached or fastened to the building but not permanently fized to it and
which is used as furnishings or decorations or for specialized purposes (e.qg.
dentist chairs and dental treatment units, counters, laboratory benches bolte
to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipment
will be considered as not being permanently fized to the building if it can be
removed without the need for costly or extensive alterations or repairs to the
building or the equipment. Equipment that meets these criteria will be subject
to the 6 2/3 percent eguipment use allowance limitation.

o~

h. Charges for use allowances oI depreciation must be supported by
adequate 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 donatiomns,
including cash, property, and services, made by the organization, regardless of
the recipient, are unallowable.

b. Donated services received:

™.
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—he velue oI donated services mevy

,
Ulxements in aCCordance WLiTh The

{2)The value of 5 i a
2] oGSt activity shall, when meterial in amount, be considered in the
derermination of the non-proiit organi:ation‘s indirect costs or ratel(s; and,
accordingly, shall be allocated & proportionate share of aprlicable indirect
costs wnen the following exist:

{a) The aggregate value of the services is material;

(b) The services are supported by a STQDlTlCant amount of the
lndLrect costs incurred by the non-profit organization; and

) {¢) The direct cost activity is not pursued primarily for the
benefit of the Federal Government. '

(3) In those instances where there is no basis for determining the
fair market value of the services rendered, the recipient and the cognwzant
agency shall negotiate an appropriate zllocation of indirect cost to the
services.

(4) Where donated services directly benefit a project supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the project. 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
shar;ng or matching reguirements under conditions described in-Sec. .23 of
ircular B-110. Where. donated services are treated as 1ndlrect costs,'indirect
Posf rates will .separate the value of the donatioms so that relmburSQmont w1ll-
not be made. : o

Cc. Donated goods or space.

(1) Donated goods; i.e., expendable personal property/suppliesﬁ and
donated use of space may be furnished to a non-profit organization. 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 deseribed in Circular A-110. -
Where domations are treated as indirect costs, indirect cost rates will separate
the value of the donation5 so that reimbursement will not be made.

.

13. Employee morale, health, and welfare costs
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1%. Eguipment and other capital expenditures.

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

(1) "Capital Expenditures” means sxpenditures for the acquisizion
cost of capital assets (eguipment, puildings, land), or expenditures to make
irmprovements to capital assets that materially increase their value or userul
life. Acguisition cost means the cost of the asset including the cost to put i<
in place. Acquisition cost for equipment, for example, means the net invoice
price of the squipment, including the cost of any modificationg, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. Ancillary charges, such as taxes, duty, prétective 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.

(Z) "Equipment"” means an rticle of nonexpendable, tangible personal
property having a useful life of more than one year and an acguisition cost
which eguals or exceeds the lesser of the capitalization- level established by
the non-profit organization for financial statement purposes, Or $5000.

(3) "Special purpose equipment” means equipment which is used only
for research, medical, scientific, or other technical activities. Examples of
special purpose equipment include micrescopes, x-ray machines, surgical
instruments, and spectrometers. o .

(4) "General purpose equipment” means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
information technology equipment and systems, air conditioning equipment,
reproduction and printing'equipment, and motoxr vehicles.

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

S,
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'z, Cag;ta; £YDENCGITUres Iicr sSpecicl purpese equipnent are ellowablie
ze Cirect cCosts, proviaed that Illems wWith & cest o £5000 or more have tThe
prior approvel ©f the awarding agency.

{2} Capitel expencitures for Zmprovements to land, buildince, o

crease their value or useful life zre unallowable

equipment which materially increas

cosT except with the prior approval of the awarding agency.
: {4) When approved as a direct charge pursuant to paragraph 153.b. (1),
(2), and (2) above, capital expenditures will be charged in the period in which
the expenditure is incurred, or as otherwise determined dppropv ate by and
negotiated with the awarding agency.

- (5) Equipment and other capital expenditures are unallowable as
indirect costs. However, see Attachment B, paragraph 11., Depreciation and use
allowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and equipment. ZRlso, see Attachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowability of rental costs for land, buildings, and equipment.

(6) The unamortized portion of any equipment written cff as a result-
of a change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use allowancas or depreciation on the equipment, or by '
amortizing the amount to be written off over a period of years negotiated with
the cognizant agency. o '

16. Fines and penalties. Costs of fines and penalties resulting from
violations of, or failure 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 1nstructlons in wrltlng from
the awarding agency.

17. Fund reising and investment management. costs.

a. Costs of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and beqguests, and similar expenses
incurred solely to raise capital or obtain contributions are unallowable.

b. Costs of investment counsel .and staff and similar expenses 1ncurr°d
solely to enhance income from investments are unallowable. )

C. Fund'réising and investment activities shall be allocated an
appropriate- shqre of ‘indirect costs under the. CODdlthDS dbscrlbﬁd 1n
subpaLagTaDh B.3 of Attachment 2. : ‘

18. Gains and losses on depreciable assets.
. a.. (1) Gains and losses on ,aTe, retirement, or other dispcsition of

OEPYQPWale property shall be included in the year in which they occur as,
.cred'hs‘qr cha;gesrto cost grouping(s) in which the depreciation applicable to
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) The property is given in sychange as part of the purchase
price of & similar item and the gain or loss is taken into account in
determining the depreciation cost basis of the new item.

{c) B loss results from the failure to maintain permissible
insurance, except as otherwise provided in Attachment 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 and losses arising from mass or extraordinary sales,
retirements, 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. i

19. Goods or services for personal use. Costs of goods or services ior
personal use of the organization's employees are unallowable regardless
whether the cost is reported as taxable income to the emplovees.

of

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

21. 1Idle facilities and idle capacity.

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

(1) "Facilities" means land and buildings or any portion thereof,
equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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a . < (o) L el
achieve under 100 percent operating Time oI & one-shift besis less operating
interruptions resulting Irom time lost for repairs, setups, unsatisfaciory
materizls, and other normel delays; and (b) the extent to which the facility weas
actueilv used to meet demands during the accounting period. 2 multi-shift basis
should be used if it can be shown that this amount of usage would normally be
expected for the type of facility involved.

1

{4) "Cost of idle facilities or idle capacity" means costs such as
maintenance, repair, housing, rent, and other related costs, e.g., insurance,
interest, property taxes and depreciation or wuse allowances.

b. The costes 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 are now idle because of changes in program
requirements, efforts to achieve more. economwcal operatﬂons, reorganrzatlon,
termination, or other causes which could not- have. been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one yéar
depending on the initiative taken to use, lease, or dispose of such faeiiities.

¢c. The costs of idle capacity are normal costs of doing business and are a
factor 'in-the mormal fluctuations of usage or 1nd1rect cost rates from perlod to
period. Such costs are allowable, provided that.the capac1ty is- asonably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subWettwng, renting, or
szle, in accordance with sound business, economic, or security practices.
Widespread idle capacity throughout am entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

22. Insurance and indemnification.

a.” Insurance includes-insurance.which-the organization is required to
Parry,’or whichis approved under the terms of the award and any other
insurance which the organization maintains in connectlon with the general
conduct of its operations. This paragraph does not apply to inSurance which
represents fringe benefits for employees (see subparagraphs 8.g and 8.i(2))

(1) Costs of insurance regquired or approved and maiﬁtained,
pursuant to Lhe award are allowable. : o
) 2) COSLS of other 1nsurance maln 1ned by the organlzatlon in
connection with the ‘gerieral conduct of its, operatlons are allowable subject to*
the following llmltatlonS' : ‘

{a) Types and extent of coverage shall be in accordance with
scund business.practice and the rates and premlums shall be reasonable undor the
c1rcumstanhes.s# :

)
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. {di Provisions [OI & Ie38KVe under a seif-insurance program
are allowable to the extsnt thal types of coverage, extent of coverage, rates,
and premiums would have neer allowed had insurance been purchased to cover the
risks. However, provision for known oI reasonably astimated self-insured
lLiakilities, which do not pecome pavable for more than one vear aiter the
provision is made, shall not exceed the present vaiue of the liability.

(27 Costs of insurance o0 the lives of trustees, of
other employess holding positions of similar responsibilities are allo
5 the extent that the insurance represents additional compensation (se:
subparagraph 8.g(4}i. The cost of such insurance when the organization 1s
identified as tha beneficiary is unallowable.

) (i) Insurance against defects. Costs of insurance with
respect to any costs incurred to correct defects in the organization's material
or workmanship are unallowable.

9]

{g) Medical liability (malpractice) insurance. Medical
liability insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs involve human subjects Or training
of participants in research techniques. Medical liability insurance costs shall
pe 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 purchase 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 pusiness 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. Indemmification 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 useé of
endowment funds, or the use of the non-profit organization’s own funds, however
represented, are unallowable. However, interest on debt incurred after

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

N
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‘ezcluding renovations and

wne Federal Government's

exceed 40 percent of an asset's cost, the
¥ To the acguisition or replacement of the

s demonstrates the need for the facility in
rall P ivities Up request, the needs
st be p i al agency with ccst cognizance
aufho*|ty as & prerequisite to the continued dllowablllty of interest on debt
and depreciation related to the facility. The needs justification for the
acquisition of & facility should include, at a minimum, the following:

L statement of purpose and justification for facility

(b) B statement as to why current facilities are not adequate
(c) B statement of planned future use of the facility

(d} A description of theifinancing agreement to be arranged
for the facility

(e) A summary of the building- contract with estlmated cost
information and statement of source and use of funds

(f) A schedule of planned'occupancy dates

{2) For facilities costlng over '$500,000, the non- proflL Lo .
organization prepares, prior to the acquisition or replacement of- the Lac1llty,
a lease/purchase analysis in accordance with the provisions. of. Sec. - .30
through .37 of Circular A-110, which shows that a financed purchase or capwtdl
lease is Tecs costly to the organlzatlon ‘than ‘other leasing a2lternatives, .on a
net present value basis. Discount rates used should be equal to the non- proflt
organization's anticipated interest rates and should be no higher :than the fair
market rate available to the non-profit ‘organization -from an-unrelated ("arm's
length™) third-party. The lease/purchase analysis shall include-a comparison of
the net present value of the projected total cost comparisons of both
aleernatlves over the perwod the asset is expected to be used by the non- profit
organlzatwon The cost comparlsons assoc1ated with purchasing the facility shall
include the estlmated purchase price, anthlpaLed ‘operating and. malntenance '
costs (1nclud1ng property taxes, if’ appllcable) 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, operatlng
and mazintenance costs, and taxes not lncluded in the capltal lea51ng .
arrangement;-less any estimated credlts ‘due under the lease at the end of the
‘period - defened abovD Projected. operatlng lease costs shall be. based on the
_anticipated cost of leasing compardb1e fac1llt1es at’ falr market Tates under
réental agreements that would be renewed or reestabllshed over: the: per¢od deflned
above, and any expected maintenance costs.-and allowable property taxes to be
borne by -the non- DYOIlt organization directly or as part of the lease
arrangement
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i4; Investment snclauding in
pr.ntipsl, pending payment o3 struciion or
O . 41.owable interest cosi. Arbitrage 2arning
Revenue Service are not reguired to be orfset aga

stly aiternative based
For example, if an

(5) Reimbursements are limited to the ieast <o
or the to-al cost analysis reguired under subparagraph (D}
opmrating leasa is determined to be less costly than purchasing through debt
firnancing, then reimbursement 1is limited to the amount determined if leasing had
been used. In all cases wheres a izase/purchase analysis is performed, Federal
reimbursement shall be based upon the least expensive alternative.

(5; Non-profit organizations are also subject to the following
conditions:

{a) Interest on debt incurred to finance or reiinance 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 oOver $1 million, unless the non-
profit organization makes an initial equity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall reduce claims for interest
expense by an amount squal to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shall
prepare & cumulative (from the inception of the project) report of monthly cash
flows that ‘includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts. 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
re limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party. '

o 38 ATTACHMENT




f.
o

-t
=3
1

W W D

[§M

"y

K

fon]

o

O

Q

n

o

m
g
WD
I3

p AN\
1N
v
[N

org P 9G(0Z. 414y,
CUS nd CLS £17 (4§
PR 1 assels under

Hy
al
I

c. The following definitions are to be used for purposes o
aoh- .

{1) Re-acquired assets means assets held by the non-profit
organization prior to September 29, 1995 that have again come to be held by
the organization, whether through repurchase or refinancing. It does not include
assets acquired to replace older assets. '

(2) Initial equity contribution means the amount or vaiue of
contributions made by non-profit organizations for the acquisition of the asset
or prior to occupancy of facilities.

(3) Asset cosTs means ‘the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capitalized in
accordance wwth GARP.

24. Labor relations costs. Costs incurred in mesintaining satwsfactory
relations between the organization and its employees, including costs of labor
management committess, employee publications, and other related activities are
allowable. : : :

25. Lobbying.

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

(1) Attempts to influence the outcomes of any Federal, State,.or
local election, referendum, initiative, or similar procedure, . through in. kind or
cash contributions, endorsements, pub11c1ty, or similar act¢v1ty,

(2) EstabliShing,fadministering}'contributing to, Nokat paying_the';_
expenses of a political party, campaign,’ po11t1cal action committee, or other
organization established for the purpose of influencing the outcomes of
elections;

o ~{3) Any attempt to 1nfluence “{i) The 1ntroduCtlon of Federal oI
State leglsldtlon, or (ii) the enactment or modification- of any. pendlng Federd1
or State legislation through comm mication ‘with any member -or:employee of the .
Fongress or State legislature . (lncl_dlng,effortc to influence State.or . local
‘officials to engage in similar lobbylng:act1v1ty), or with any- Government
‘otficial or employee in comnection w1th3a decision to 51gn or veto enrolled
legislation; : : :

e (4) Any attempt to influence: (i) The introduction of Federal or
St ate Wegxslat on; or (ii) the enactment or modification of any pending ¥Federal
:or State. legislation by preparing, distributing or using publicity or
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{5; Legislative lialson activities, incliuding attendance
ssions or committee hearings, gathering information regarding
analyzing the gifect nf legisliation, when such acTivities are
criad on in supporc of or in knoving preparation Zor an s2fZprt =0 engage in
owablsa lobbying.
v, The following activities are eyxcepted from the coverage of

subparagraph a:

‘1) Providing a technical and factual presentation of informatlion on
a topic directly related to the performance of a grant, contract or other
agreement through hearing testimony, statements or letters to the Congress or 4&
State legislature, oOr subdivision, member, OF cognizant staff member thereof, in
response to a documented request (including a Congressional Record notice
requesting testimony or statements for the record at a raegularly scheduied
hearing) made by the recipient member, legislative body or subdivision, or &
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for 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 <the Chairman or ‘Ranking Minority
Member of the Committes OY Subcommittee conducting such hearing.

(2) BAny 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's authority to perform the grant, contract, oOr
other agreement.

{3) Any activity specifically authorized by statute to be undertalkan
with funds from the grant, contract, or other agreement.

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

(2) Organizations shallisubmit, as part of the annval 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 reguired
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 25 percent or less of the employeé's compensatead
hours of employment during that calendar month, and {2) within the preceding
five-year period, the organization has not materially misstated allowable ox
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

40 e e N,
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'5) kgencies shall esgtabllish procedures {0r resciving il advancs, in
consulTation with OME, any significant guesticns ©or disagreements concerning the
interpretation or agpplication of paragraph 2&. Arny such advance resolution shall
be binding ir any subseguent sertiements, &ucits Or investigations witll respect
t¢ that grant or contract for purposes of interpretation of this Circuler;
provided, however, that this shall not be construed Lo prevent z contractor or
grantee Irom contesting.:he lawfulness of such & determination.

d. Erxecutive lobbying costs. Costs incurred in attempting to

improperly influence either directly or indirectly, an employee or officer of
the Executive Branch of the Federal Government to give consideration or to act
regarding z 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's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs. ' S

27. Maintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment {(including Federal property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prolong its intended life, but keep it in an &ificient operating
condition, 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, supplies, 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'récdgnized
method of pricing inventory withdrawals, consistently applied. Iricoming
transportatlon cha*ges are a proper part of materials and suleles costs

c. Only materials and supplles actually used for -the performance of a"
Federal award may be chdrged as-direct costs. "

d. Where Tedera1ly—donaLed or- furnished materials-.are used ln perform_ng:
the Federzl award, such materials will be used without charge. -
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40, Memberships, supscriptions, and professional activity costs.

ship in business,
&

4. Costs of the non-profit organization’s membe
rechnizal, and professional organizations are allowab

b H

b

Costs of the non-profit organization’s subscriptions to business,

-

¥
.

professional, and technical periodicals are allowable.

c. Costs of membership in any civic or community organization are
allowable with prior approval by Federal cognizant agency.

d. Costs of membership in any country club or social or dining club or
organization are unallowable. ’ )

31. Organization costs. Expenditures, such as incorporation £fees, brokers'
fees, fees to promoters, organizers or management consultants, a torneys,
accountants, or investment counselors, whether or not emmployees of the
organization, in connection with establishment or reorganization of an
organization, are unallowable except with prior approval of the awarding agency.

e
=
[

32. Page charges in professicnal journals. Page charges for professional
journal publications are allowable as a necessary'part of research cosis, where:

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

b. The charges are levied impartially on. all research papers pubiished 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
projects. 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 United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (1id) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but

42
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35. Plant and homeland security ccsts. Necessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel, . and
work products are allowable. Such costs include, but are not limited to, wage
and uniforms of personnel engaged in security activities; equipment; barriers;
contractual security services; consultants; etc. Capital expenditures for
homeland and plant security purposes are subject to paragraph 15., 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 delivery schedule or period of performance. Such costs are allowable
only to the;extentwthat they would have been allowable if incurred. after the
date of the award and bnly'with the written approval 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 a special skill, and who are
not officers or employees of the non- prof¢t organization, are allowable, subject
to subparagraphs b and ¢ when reasonable in relation to the services rendered
and when not -contingent upon recovery of the costs from the Federal Government.

In addition, legal and related services are limited under Attachment B,
paragraph 10. '

b. In detérndning the allowability of costs in a particular. case, no
single factor or any special combination of ‘factors is-necessarily
determinative. However, the following factors are relevant:

(1) The nature and scope of the serV1ce rendered in relaLlon to the
serv1ce requlred ‘ g - :

2) The noce551Ly of Contractlng For ‘the. serv1ﬁe,,COnsideriﬁg the
non-profit organization's capability lD the partlﬁular area- o T

”(3} The past pattern of such costs, particularly in the years prior
'To Feaerdl awards‘~ i
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18 hdeguacy of the contractual agreement for the service (e.g.,
description of the service, astimate of time required, rate of compensation, and
termination provisions).

c. In addition to the factors in subparagraph b, ratainer 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 professional
publications.. ' :

b. If these costs are not identifiable with a particular cost objactive,
they should be allocated as indirect costs <o 211 benefiting activities of the
non-profit organization. ‘

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

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

(2) The charges are levied impartially-on all research papers
published by the journal, whether or not by federal;y—sponsored authors.

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

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

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

4
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pLizTude and educational Testing program, travel I employvees while
travel costs of

=}
engaged in recruiting personne
prospective employment, and re at

new employees,. are allowable to the extent s inc

to @ well-managed recruitment program. Where the organization uses employment
agencies, costs that are not in excess of standard commercial rate

services are allowable.

b. 1In publications, costs of help wanted advertising that includes cclor,
includes advertising materiz)l for other than recruitment purposes, or is
excessive in size (taking into comsideration recruitment purposes for which
intended and normal organizational practices in ths respect), .are unallowable.

c. Costs of help wanted advertising, special,emOluments, fringe‘benefits,
and salary allowances incurred to attract professional‘personnel from cther
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organizatiom 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 employze or upon recruitment of a new employee.
Relocation costs are allowable, subject to the limitation described in
subparagraphs b, ¢, and d, provided that '

(;) The move is for the beneflt of the employer

{2) Reimbursement to the employee is in accordance Wth an
establlshed wrltten policy consistently followed by the employer

(3) The reimbursement does not exceed the employee s actual (o;

reasonably estlmated) expenses. T s e e e s

~ b. BAllowable relocation costs for current employees are limited to the
following: R : e e : : ' S

(1) The costs of transportation of the employee, members of his
© immediate family and his household, and personal effects to the new location.

b
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s 6f ownership of the vacant former home
of the employee's new permanent home, such 23

B

: Tne continuing cost
af-er vhe settlement or lease date
maintenance of buildings and grounds {exclusive of fixing up expenses),
otilities, taxes, and property insurance.

(5) Other necessary and reasonable expenses normally incident to
relocation, 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
limited to three times the monthly rental.

¢. 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 smployees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or 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
0f transporting household goods. '

4. The following costs related to relocation are unallowable:
(1} Fees and other costs associared with acguiring a new home.
(z) A loss on the sale of & former home.

(3) Continuing mortgage principal and interest payments -on a home

Heing sold.

(4) income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipmeht.

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

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

-
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less-then-arms-length” lezses

expleined in subparagraph b. of this para
ne &l I had title 1o the property vested in the non-profi
! sg-than-arms-ength lease is one undexr whi
able %o control or substantially influenc
es-‘include, hut are not-limited to those between
non-profit organization; {ii) non-profit crganizations
through common cfficers, directors, or members;.and {(iii) .& non-profit
organization and & directer, frustee, officer, or key employee of the non-profit
organ17atlon or his immediate family, either directly or through corporations,
trusts, or similar arrangements in which they hold a controlling interest. For
ample, a non-profit organization may establish a separate corporation for tha
sole purpose of owning property and leasing it back to the non-profit
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d. Rental costs under leases which are requlred tc be treated as Fapwtal
leases under GAAP are allowable only up to the aamount (as eyplalned im
subparagraph b) that would be allowed had the non—prof1t organization purﬂhdsed
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board.Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest ‘costs related
to capital leases are allowable to the extent they meet the crlterla in
subparagraph -23. Unallowable costs include. amounts paid for ptoflt ,management
fees, and taxes that would not have been incurred had the non- profﬂt
organlzat1on purchased the facility.

44. Royalties and other costs for use of patents and copyrights.
a. Royalties on a patent or copyright or amortization of the cost of
acquiring by purchase a copyright, patent, or rights thereto, rnecessary for the

proper performance of the award are allowable unless: -

(1) The Federal Government has a license or the right to free use of
the patent or copyright.

"(2) ‘The-patent or copyright has been adjudicated to be analld or
hzs been adminiStIatively determined,to be - 1nval1d :

“(3) The patent or copyrlght 1s'cdnélde;ed to_be’uﬁenforceable;
(4) rr‘he patent or copyrlght 1s,egpired.;

b. Special care should be exercised in determlnlng reasonableness where
the royalties n@y have arrived at. as- a result of less than arm 5= length
bargalnlng, e. g .

(l) Royaltles pald to persons, 1nclud'no corporatlons,‘arfllﬂated
wwth the non-profit organization. - " : -

.« (2) Royalties paid to unaffiliated partles, including corporations,
vunder an agreement entered into in contemplatlon that a Federal award would be
made
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5eilling and markecing. Costs of selling and marketing any products or
vices of the non-profit organization are unallowable {(uniess allowad under
--achment B, paragraph 1. as allowable public relations cost. However, these
coszts are allowable as direct costs, with prior approval oy awarding agencies,
when they are necessary for the performance of

46. Specialized service facilities.

a. The costs of services provided by highly complex or specialized
facilities operated by the non-profit organization, such as compuiers, wind
tunnels, and reactors are allowable, provided the charges for the services meet
the conditions of either 46 b. or ¢. and, in addition, take inzo account any
items of income Or Federal financing that gualify as applicable credits under
Attachment A, subparagraph 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 of a
schedule of rates or established methodology that (i) 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 consideration over/under applied costs of the previous period(s). '

c. Where 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
interest of the Federal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked out with the cognizant

Federal agency.

47. Taxes.

a. 1In general, taxes which the organization is required to pay and which’
are paid or accrued in accordance with GAAP, and payments made to local '
governments in 1ieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary 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 organizatioh of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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&. The cost of items reasonably usable on the non-profit grganization's
other wory shell not be allowable untless the non-profit organization submits
evidence that it would not retain -such items at cost without sustaining a loss.
In deciding whether such items are reasonably usable on other work of the non-
profit or gan*zation, the awarding agency should consider the non-profit
organization's plans and orders for current and scheduled activity.

Contemporaneous purchases of common items by the non-profit crganization shall
be regarded as evidence that such items are reasonably usable on the non-profit
organization's other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
reasonable quantitative requirements of other work.

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

c. Loss of useful value of special tooling, machinery, and is generally:ﬁ
allowable if: : RN
{1) Such special tooling, special machinery, or equipment is not
reasonably capable of use in the other -work of the nom-profit-organization,

(2) The interest of the Federal Government is protected by transfer
of title or by other means deemed appropriate by the awarding agency,,and

(3) The loss of useful” value for any one term.nated Federal award is
limited to that portion of the acquisition cost which bears the. ‘same ratio to
the total acquisition cost as the terminated portion of the Federal award bears .
to the entire terminated Federal award and other Federal awards for which the
speCial tooling, special 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 ¢f the
terminated Federal award less the residual value of such leases, if:

use value of the property leased for the period of the Federal aWard and such
further period as may be reasonable; - and - -

(1) the amount of such rental claimed does not  exceéd the reasonable

P (2) the non-profit organization makes zll reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
_also may be included the cost of 2lterations of such leased property, provided

Van
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{L: Bcoounting, legal, ~lerical, and similay COSL3 reasonably

{a) The preparatiorl and presentation o the awarding agency of
sor-lement claims and supporting data with respect to the tarminated portion of
the Federal award, unless the rermination is for default (see Subpart _ .61 of

cular A-110;: and
(p) The termination and settlement of subawards.
12} Reasonable costs for the storage transportation, protection,
and disposition of property provided by the Fe al Government or acguired or
produced for the Federal award, except when grantees OI contractors are
. reimbursed for disposals at a predetermined amount in accordance with Subparts
.32 through .37 of Circular A-110. '

O T

(3) Indirect costs related to salaries and wages incurred as
t expenses. in subparagraphs (1) and (2). Normally, such indirect costs
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
organization are generally allowable.

‘An appropriate.share of the non-profit organization's indirect expense may be
allocated to the amount of setflements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense SO allocated shall
exclude the same and similaxr costs claimed directly or indirectly as settiement

expenses.

49. Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on—the—job,'classroomq_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 organization;
or (ii) tuition and fees when the training is in.an institution not operated by
the organization, are allowable. '

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

limited to:
(1) Training materials.

(2) Textbooks.
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CLETS

{4} Tuition chargsc by the sducenionel institution ¢r, .n iieu of

TUITiOn, i1NhSTrRciors' szlaries and ne x snare of indirect coste ¢f the

educational inSTIiTUTLiOn TG The tent that tThe sum therecf is 1ot i1 eyrcess of
the Tuition which would have peen pc G TG Lhe participating educaticonal

institTution.

5) Salaries and related costs of instructors whe zare emplovees of

{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 clzsses or
attendance at classes after regular working hours; otherwise, such compensation
is unallowable. :

|_;.

c. Costs of tuition, fees, trzining materials, and textbooks (but not
subsistence, 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 specifically designed to enhance the effectiveness of
executives or managers or to prepare empWOyees for such positions are allowable.
Such costs include enrollment Fees, tralnlng materials, textbooks: and related:
charges, employees' salaries, subsistence, and travel. Costs allowable’ under_
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 b and c. ' :

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

f. Contr1bu+1ons or donatlons to educational or tra1n1ng 1nst1tutlons,
including the donation of facilities or other properties,.and scholarsnlps or,
fellowships, are unallowable,

g. Training and education costs.in excess of those otherw1se allowable
under subparagraphs b and c may be allowed with prior . approval of the awardlng
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred-pursuant to an established. .fraining "and
education program, and that the course or degree pursued.is relative to. the
field in which the pmoloyae is now worklng or may reasonably be eyPected to
work.

50. . Trausportation costs. Transportation costs include freight, express,

caruage, and postage charges relating either to goods purchased, in process, or

delivered. These costs are allowable. When such costs can readily be identified
‘w1th the 1tams 1Dvolved they may be directly charged as transportatlon costs . or

s Wy
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4. General. Travel costs are the expenses for transporzation, lodging,
subsistence, and related items incurred by employees who are in travel status on

official business of the non-proiit orgarization. Such costs may be charged on
an actual cost basis, on a per diem or mileage basis in lieu of actual cosis
incurred, or on & combination of the two, provided the method used is applizd Lo
an entire trip and not to selected days of the trip, and results in charges
consistent with those normally allowed in like circumstances in the non-profit

organization’s hon-federally-sponsored activities.

b. Lodging and subsistence: Costs incurred by enployees and officers 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
reqgular 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 Allowances”™), OI by the Administrator of General Services, or by the
president (or his or her designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 31.205-46(a)) .

c. Commercial air tr vel.

(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: (d) reguire circuitous
routing: (b) require travel during unreasonable hours; (c) excessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or {e) offer accommodations not reasonably adeguate for the traveler’s
medical needs. - The non-profit organization must justify and document these
conditions 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 guestion a non-profit organization's. ,
determinations that customary standard.airfare or other discount airfare 1is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; OX (b} that it is the non-profit organization’s overall practice

to make routine use of such airfare.

d. Bir travel by otler than commercial carrier. Costs of travel by non-
profit organization—owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance, .
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in

subparagraph] c., is unallowable.

™,
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NON=-PROFIT ORGANIZAT

Aarospace
American Instirutes of Research (RIR), Washington D.C.
Argonne MNaztional LaboraioIy, “hicago, Iilinois

Atomic Casualty Commission, Washingtorn, D.C.

Battelle Memcrial Institute, Headguartered in Columbus, Ohio

Brookhaven National Laboratory, Upton, New York

O

harles Stark Drapexr Laboratory, incorporated, Cambridge, Massachusetis
CNA Corporation (CNACY), blexandria, Virginia
Environmental Institute of Michigan, Ann Arbor, Michigan

eorgia Institute of Technology/Georgia Tech Applied Research Corporation/
Georgia Tech Research Institute, Atlanta, Georgia

9]

r

Hanford Environmental Health Foundaﬁion, Pichland, Washington

IIT Research Institute, Chicago, Iiiinois

Institute of Gas Technology, Chicago, Illinois

institute fof Defense Bnalysis, Alexandria, virginia

ILMI, McLean, Virginia-

Mitre Corporation, Bedford, Massachusetts

Mitretek Systems, Inc., rFalls Church, Virginia

National Radiological.Astronomy Observatory, Green Bank, West Virginia
National Renewable Energy Laboratory. Golden, Colorado

Oak Ridge pcsociated Universities, Oak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Research Triangle Park, North Carolina
Riverside Research Instiﬁute, New York, New York

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

~
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Southerr, Resezrcr

Southwesi Keseareorn Institute, San LnTonic, Texes
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al Azceleration Lal),

Urban Institute, Washington D.C.

Nor-profit insurance companies, such as Blue Cross and Elue Shield Organizations

Other non-profit organizations as negotiated with awarding agencies
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Circular
evised tc Bhow changes published
Euéites of Scztes, Loczl Governm

TL THE EELDS OF EYECUTIVE JEPAR"‘IVEI\?"FS ZND ESTHELISHMENTS

SUERJELCT vernments, and Non- P?oiir

. . Purpose. Thie CArEUlar is issued pursuant Lo ;hc_v;ng__y

iggs, F.L. S8E-502, and the Sindle Audit ket Amendmen*s of 1996, . )

It sets forth standards for obtazining consistency and unlform1ty among Wed

agencies for the audit of States, loca governments, and nOD—PTQ it

organizations eypendvng Federdl award !

Z2. Luthority. Circulér‘h 123 'is issued under the :utnorlty of . sectlon=

50 11 and 7501 et seqg. of title 31, United States -Code,- and . mecutlve"
5 :

1,
248 and 11541.

3. Eescission and Sunersess on . This Cir ular rescinds Circular A-128,
"Audits of State and Local Governments, " issued EApril 12, 185B5, and supersedes
the prior Circular £-1323, "Audits of Imnstitutions of ngher Educatlon .and..
Other Non-Profit Institutioms," issued april 22, 1956. For effective dates,”
see paragraph 10.

4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by zll Federal agencies. If any statute

specifically prescribes policies or specific requirements that differ from the
standaxrds provided herein, the provisions of the subseguent statute shall
govern.

Federal agencies shall apply the provisions of the SeCtlDDS of this
Circular to non-Federal entities, whether they are IEClP’EﬂLS SeExpendi
‘Federal awards received dlrectly from Federal awarding agencies, or are
suDrec;pﬂen_u expending Federal awards received from a pass- fhrough entﬂty (=
T‘Ef“:LD ent or another subrecipient).

This Circular does not apply to non-U.&. based entities. expending
Fe e*al awards received either directly as a recipient or indirectly as a
subrecipient.

5.  Definitions. The definitions of key terms used in this Circular are.
contained in § .105. in the'Attachment to this Circular. )
6. .- Reouired Action. The sspecific r quﬁremenes and 1'e.'sponsa_lzﬂl:Ln_:Les of

Federal agencies #Znd non-Federal entities are set forth im the AtLachment ‘to
this Circular. Fedéral agencies ’ :

making awards to non-Federal entities, either directly or 1'ncill?’eCtly shall
adopt the language in the Circular in codified regulations as provided in -
Section 10 (below), unless different provisions are reguired by Federal’
statabe or zre anproved by the Of‘lce of Management and Budget (OMP)

Tt OMB ResDoneibilitiés OMB will review Pede*al agencvrfegu;ationﬂ ana
implementation of this Clrcular ~and will provide interpretations..of poil

T irements and aesista ce: fO:ensu*e un;zorm, effectiver and eLI"c'ent'-
"mplemenLatwon - P

. 'rurther lPLOTmathﬁ concerp1nc Cchu»ar A 173 may
g the ,_nanc1a7 Stanqa*ds and’ Reportlno BT nch Office

- . Information. Cone'
) teﬂned by contacL
ederal Fina
0503, telep




¢ Foview Date myc g Ciroular wiil pave a pulicy review tares vears ITow
the date 2f issuance '

30 offective Dates. The standards setc forth in §__ » 00 of the ARtzac

', ~nis Circular, which apply directly to Fzderal 2gencies. shall bes =2:I2
july 1. 1996¢, and shall apply to audits 0% fiscal years beginn:ng alcayr

30, 1996, except as otherwise specified in § 400(2)

“he standards set forth in this Circular that wederal agencies shall
shall be adopted bY Federal agencies in codified
days after publication of this final ravision
in che Federal Register, SO chat they will apply toO audics of fiscal years
beginning after June 30, 1996, with the exception that §__ .305(b) of the
Atcachment applies to audits of fiscal years beginning after June 30, 1998.
The requirements of Circular A-128, although the Circular is rescinded, and.
the 1990 version of Circular x-133 remain in effect for audits of fiscal years

beginning on or before June 30, 1996.

apuliy Lo non-Federal entities
regulations not later than 60

The revisions published in he Federal Register June 27, 2003, are
effective for fiscal years ending after December 31, 2003, and early

implementation is not permitted with the exception of the definition of

oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director
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Subpart Ah--Genera
§ L1006 Purpo

andards
-he aud:it

Tt

y ne aderal entity that ayxpends zaderal awards which
mus- be aud:ced undey this part

Auditcr means an auditor, +hat is a public accountant or a Fedexral,
grate or local government audit organization, which meets the general
standards spescified in generally accepted government auditing standards
(GAGAS). The term auditor does not include internal auditors of non-profit
organizations.

pudit finding means deficiencies which the auditor is required by
§ .510(a) to report in the schedule of findings and guestioned coOsts.

CFDA number means the number assigned to & rederal program in the'-
catalog of Federal Domestic Assistance {CFDA) . '

Cluster of programs means a grouping of closely 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. "Other clusters® are as defined by the Office of Management and
Budget (OMB)} in the compliance supplement OY as designated by a State for
Federal awards the S5tate provides to its subrecipients ~hat meet the
definition of a cluster of programs. When designating an tother cluster," &
state shall identify the rederal 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), respectively. 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.

Coonizant agencv for audit means the Federal agency designated to carry
out the responsibilities degcribed in § .400 (a) .

compliance supplement refers to the Circular A-3i33 Compliance
supplement, included as Appendix B to Circular A-133, or such documents as
OME or its designee may issue to replace it. This document is available irom
the Government Printing Office, Superintendent of Documents, Washington, ol

20402-9325.

Corrective action means action taken by the auditee that:

(1) Corrects identified deficiencies;
(2) Produces recommended improvements; OT

(3) Demonstrates that audit findings are either invalid or do not
warrant auditee action. '

Federal aaency has the same meaning as the cerm agency in Section 551 (1}
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Faderal entities receive directly from
rederal averding agencies or indirectly from pass-through entities. It does
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ding agencv means —he Feéderal zgency. that
Fa— . L

Federal fir 1 agsistance means kesistance. that pon-Federal entities
: ,aam1L¢SLEI-'P the form of grants, loans, loan guarantees, DTODETLY
{inciuding -donated surplus property), ‘coopérative agreements, interest

gubsidies, insurance, food commoditiés,”direct appropriations ano other.
‘asesistance, but doess not include amounts received as 1"EWm.t:)u*s.eme:.’u: for -

- - . . [
services rendered to individuazls as described in § .205(h) and § .205 (1) .

Federal program means:

(1)“7 All Federal awards to a non—Federal entAty assigned, & single
numbér in tThe CFDL. R R .

(2)  When no CFDE number ié"aésighéaj»aii:Federal»awa;dé from .
agency made for the same purpose should be combined and considered . one
program:, - 3

(35;f"ﬁotWithstand*ng parégraphé E
cluster-of-programs. The typns of clusters of programs are:

(i). ..Research and aevnlopmnnt (RmD)

(ii) Student.finané*a

{iii) "Other clusLers V&
in. this sectiom. .

of” 'pré-ngérﬁ'éz

the ComptroTler Géneral of the Un it e
finanefalsaudits.

CertlL;ed rubllc Accountants

(PTCPA),

the’ spec al programs and services p*OVld dvby
becguse of thelr ‘status as- Indﬂans

1fo* Federal




(r

and other
ne achievament

Dersonne i-
(‘\":

e Y

]
2

roperly

U

recorded and accounted for 10:

(i) Permit the preparation of reliable financizl statements and
Faderal raporis;

£33i) Maintain accountability over assets; and

{(iii) Dewmonstrate compliance wich laws, regulations, and other
compllance reguirements; '

(2) Transactions are executed in compliance with:

(1) Laws, regulatioms, and the provisions of coritracts o¥ grant
agreements that could have a direct and material effect on a Faderal program;
and

(ii) 2ny other laws and regulations that are identified in the
compliance supplement; and

(3), Funds, property,
from unauthorized use Or dis

Sa”

L,oan means a Federal 1

a non-Federal entity.

,ocal government wmeans any unit of local government within a State,

borough,
cial di
and

including a county.
public authority, spe
council of governments,

Major program means a
major program in accordance
program by a Federal agency
§  .215(c).

Management decision means

and othexr ass

ets are safeguarded against loss
position. .

oan Or loan guarantee received or administered by

municipality, city, town, township, parish, local
strict, school district, intrastate district,

any other inst-umentality of local government .

Federal program detevmined by the auditor to be a
with § .520 or a program identified as a major
or pass-through entity in accordance with

che evaluation by the Federal awarding agency

or pass-through entity of the audit findings and corrective action plan and

the

Non-Federal entity means & State,

organization.

isgsuance of a written decision as to what corrective action is necessary.

local government, or non-profit

Non-profit organization means:

(1) any corporation, €

organization that:

(1)

charitable, or similar purposes in

(ii)

(ii1)
operations; and

(2)

Is operated primarily for scientific, educational,

is not organized primarily for profit;

The term non-profit organi

rust, association, cooperative, or other

service,
the public interest;

and

Uses its net proceeds to maintain, improve, OT expand its

zation includes non-profit institutions

of higher education and hosp

itals.

e et e




ITiO'.lIlC of

for audit. Wher T
edominant indirect
The duties of the

Effectlve July 28, 2003, ,llowwng ig ddaﬂd to ”hic dEI;D7thD‘
% Federal agency with -oversight for an auditee may rcas=4gn oyversignt to
another Federal agency -which provides substantial funding. ana deEES *o
be the oversight agency for audit. Within 20 .days aitex any T -
rezssignment, both the old and the new oversight agency for audit” shall®
notlfy the dUdlt“e and, if known,.the UdluO* of the reas 51gnm=nt.

Pa —thrOUGh entity means_a non- Feaeral entﬂty ThaL pIOV¢d
award to a-bﬁbrééipiént’to carry out & Fede ral ogram

”‘,Qﬁéé-Honed cost means a cost.that is guestioned by the auditor Becalse :
of"an ‘audit finding: o : T R

(1}  Which resulted from a viclation or possible viclation of ‘a
provision of a law, regulation, contract, grant, cooperative &greement,
other agreement or document governing the use of FedeTa1 fuﬁds/; 1
funds used to matﬁh Peoeral funds; - :

oy o
¢

or

Research ‘and ‘development (R&D) means all reseztc

elbpmentgactiv<
on-functlon

.fhe United States, the District of Coljumb'.:{. '
he Is ;nds, uuam, Amcrwcap




CrumenTaeily , 0T

nas governmanTael 10 e as
s-udent Fipancial Aid (SFAI inciudes those programs of general sTudent
.1s5-ance, such as those suthorizad by Tizle IV of the Bigher Education bct

1965, as amended, {20 9.3.C. 1070 2t _s2g9.) which is administersd by the
Department of zducation, and similar programs provided py other Fadersal
ies. I+ does not include programs which provide zallowships or similar

awards o students On & competlilive bzsis, or for specified studiss or

subrecipient means a non-Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program, but does
not include an individual that is a bensficiaxy of such-.a program. A
subrecipient may also pbe a recipient of other Federal awards directly from 2
Federal awarding agency. Guidance on distinguishing between a subrecipient
and a vendor i$ provided in §_ .210.

Types of compliance requirements refers to the types of compliance
reguirements listed in the compliance supplement. Examples include:
activities allowed oI unallowed; allowable costs/cost principles; cash
management; eligibility: matching, level of effort, earmarking; and,
reporting. -

Vendor means & dealer, distributor, merchant, oI other seller providing
goods orx services that are required for +he conduct of a Federal program.
These goods Or services may.be for an organization's own use or for the use of

beneficiaries of the Federal program. ndditional guidance on distinguishing
petween a subrecipient and a vendor is provided in § .210.

Subpart B--dudits )
§ - .200 audit requirements.

(a) zudit reguired. Non-Federal entities that expend $300, 000
(5500,000 for fiscal years ending after December 31, 2003) or more in a year
in Federal awards shall have a single 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) Single audit. Non-Federal entities that expend $300,000 ($500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall have a single andit conducted in accordance with § .500 except
when they elect to have a program—specific’audit conducted in accordance with

paragraph (c) of this section.

(c) program-specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, oOr grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §__ .235. A program—spedific
audit may not be elected for R&D unless all of the Pederal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass*through entity, and that Federal agency, ©rI pass-through entity in
the case of a subrecipient, approves in advance a program—specific audit.

(d) Exemption when Federél awards expended are less. than $300,000
($500,000 for fiscal vears ending after December 31, 2003). Non-Federal
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veliopment Centers (FFPRDC
FFRDC mey elect to

z) Determining Federal awards expended. The Gererminzation 6f when an

{
award is expended should be based’on when. The activity related to the award
occurs Generally, the activity: pertalnu“to ‘évents that reguire the non-
Federzl entity To comply with laws,’ reguliations, - and the provis

5 or grant agreements, such:.as: expencwture/eypapse,trang'
_ ated with grants, cost-reimbursement contracts, cooperati:
and direct appropriations; the disbursement of funds passed throug
subrecipients; the use of lcam proceeds unde? loan and lOd
programs; the receipt of yropbrty-

receipt or use of program incomé; _
vommodltles, the disbirsement of: amoum:c nntlt11ng Thm non-

an 1nterest subeldy, and, the- perlod when insurance is in Forc

Locan and loan cuarantees (loan°). Since the Fndﬂra1 Jovertmnnt is

{b)
at risk for loans until the debt: is répaid,.the following guldellnos Sﬁall be
used to calculate the value of Federal awards expended under x

s
except &s noted in paragraphs (c) and (d) of this section:

(2) Balance of loans Irom p*ev10us years for whlch
Government lmposes contlnuﬂng compl1ance 7'equlrements plus

received.

insLitut%bné r"iﬁcrl"-er-

Jd),

Prwor TOan and lOaD quarantees (loan 1. Loansk,’bthp proce_ds
i 5,,:are Not- COns
aws;, rogu1at10ns, )
] £0. such loans meose 1o ¢
‘the: loans .- ‘

; ‘*e'cons1der°d'aWara< € pondec
Tidls TES-IlCIEd : Co o :




Madiczar

Madic

ad under

(i) Medicaid. Medicaid payments Lo 8 subrecipient for providing
patient care services to Medicaid eligible individuals are not considered
Federal awards expended under this part unless a State reguires the funds 10
he treated as Federal awards expended because reimbursement is on a cost-

(=3
reimbursement basis.

(3) certain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the National
Cradit Union Share Insurance Fund and the Central Liguidity Facility that ar
funded by contributions from insured institutions are not considersd rederal

awards expended. -

e

X

5 .210 Subrecipiént and vendor determinations.
(a) General. &n audites may be a recipient, a subrecipient, and a
vendor. rFederal awards expended as a recipient or a subrecipient would be

subject to audit under this part. . The payments received for goods or sarvices
provided as a -vendor would not be considered Federal awards. The guidance in
paragraphs (b) and (c) of this section should be considered in determining
whether payments constitute a Faderal award or a payment for goods and
services. :

{h) rederal award. Characteristics indicative of a rederal awaxrd
received by a subrscipient are when the organization:
» (1) Netermines who is eligible to raceive what Federal financial
assistance;

ve

wn

e

ect

i

(2) Has its performance measured against whether the ob
of the Federal program are met;

(3) Has responsibility for programmatic decision making;

(4) ~ Has responsibility for adherence to applicable Federal
. program compliance reguirements; 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.

(c) Pavment for goods and services . Characteristics indicative of a
payment for goods and services received by a vendor are when the organization:

(1) provides the goods and services within normal business

operations’
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Durfhefsers;
3y Operaies
P4 Provides -
operation of the Federzl p
15 I¢ not subhect to compliance regul e
progranm
{d} Use of Judament ir mcklnc det
c1r~ums:arces Cr exceptions to king the -
determination ¢f whether a~subrec1p1ent or vendor Ielq;ionship eyistu, the

{D

i C
substance of the relationshkip ig more important than the form of the *
agreement. It is not expegted that all of the characteristichs will e pfesent
and judgment should be used in determining whether an entity’ i's & ‘subrecipient
or vendor. Vs e

- {e) For—profif. subrec‘mient. Since this part dogs not appTy to for-
profit subrecipients;’ the’ pas s-through entity is respon=1b1e 'iesLabl'shwng
requirements, as neces dry,‘ to ehsure compliance 1 - sub*ec-plent
The contract with the for-profit subrecipient should’ descrlbe'app11cab1e
compliance requirements and the for-profit subrecipient's compliance i< Hoimew
responsibility. Msthods:to emsure Fomplwdnce for Fnderal awards made to for~
profit subrecipients may. include pre- award audits, moni Lorjng'durlng the
contract, and post-award audits. < S -

(1) Compliance responsibilitv for vendors. In most cases, the
itee's compliance. responSLblllty for vendors is only to ‘h
uremnnt, rece1pt i :

S’OT cont*act= ot gra

compllance requi:
auditee ‘is 1'esponslble Fo enSurlng compllance for
are .structured suchfthatjt’ ;.vendor. is TESpODSTb7€ g
~fhe: vendor's records must be reviewed to determine pTogran,compL
when these vendor transactions relate to a major program,lthe scope-of the
vaudlt shall include determln1ng whether these transactions:s iplis
-with laws, TegLTdnwon ) and the prov«slone of contracts or” grand

§...215 Relat_on to other audlt requirements.

{z) Budit. ﬁﬁder'ﬁhis part in lieu of other
accordance with this pdrt shall be in lieu of any financ
under individual Federal awards. To the extent this audi
,agbnﬁy‘s nped it shall rely upon and use sufh audlts ‘

1a1 audlts,
bhcrwze an’




pegue s ope audd & DY OaT AT
470 MAY X2gUest T2 save & DARTLL Faeder Drogram-a
ma Sy program i 5% -~he Tederzl agency condusLing Or arIang-.n

snel sudits o aliow for planning, 3Such reguests shou:d be m

L ¥E DIL -o tnme and of the fiscal year L0 D€ audited. TI

, &aiter con cation wizo its auditor, snouid promoTly respond O SY o
reguest by Lnfgrming -he Federal agency whether ~he program would otnerw.3e D&
auditad ss a mejor program using <he risk-based audit approach described in
§- .520 and, if not, -he astimazed incremental cost The Federal agenty
shail =hen prompily confirm to the auditee whether 3t wants <he program
and:tad as a major program. If ~he program is 1o D€ avdived as & major
program based upon chis Federal agency raguest, and the Federal agency agraes
to pay the full incremental costs, then the auditee shall have the program
sudited as a major program. 2 pass-through sntity may use the provisions of
this paragraph for 4a subrecipient '
§ .220 Frequency of audits.

Except for the provisions for niennizl audits provided in'paragraphs (a)
and (b) of this section, audits required by this part shall be performed
annually. B&ny biennial audit shall cover both years within the biennial
period.

wam

(a) A State or local government that is required by constitution or _
starute, 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. This reguirement must still be in effect for the piennial period
under audit. '

b) any non-profit organization that had biennial audits for all
piennial periods ending petween July 1, 1992, and January 1, 19895, is
permitted to undergo its audits pursuant to this part biennially. .

§ .225 = Sanctioms.

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. 1In cases of continued inability or unwillingness to have an audit

_conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such as:

(a) Withholding a'percentage of Federal awards until the audit is
completed satisfactorily:

(b) Withholding oI disallowing ovefhead_costs;
(c) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

§ .230 Audiﬁ costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal avards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OMB cost principleS»circulars, the Federal Acguisition Regulation (FAR) (48
CFR parts 30 and 31), or other applicable cost principles ox regulations.
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under The

©I purposes of this
re

P1 Thne cost of aly &ud:
cf 1%Y%c ¢ZI U.S.Z. 7501 er_seq.; not conducied iT - with thie perr.
12} Thne cost of audiiing & non-Federal ent:iy which has Federel
averds expended of resec than $306,000 ($500,000 for fiscel vears ending after
December 31, 2003) pex vear anc L& Lhereby Lhcmptedluﬁder Y .200(d) from
having an audit conducted -under this part. However, this doessnot prohibit a
pess—through entity from charging Feosral awards for the cost 6f Timited. scoupe
audits to momitor ite subrecipients ip accordance with §  .400(d) (3},
provided thé subrecipient does mot have & single audit F
part, limited scope audits only include agreed-upon s ‘engagements

conducted in accordance with either the CPL’ “epted auditing -

standards or -attestation standards, that. ss-

through entity and address only one or mo )
compliance requireménts:: activities allowed or,unallo
costs/cost principles; eligibility; matching, level:LL
and; reporting. ‘ '

S .235":7Pioéramiébecific‘audits.

a) ‘Program-specific audit guide available ‘ In mdny
De ¢fic audit guide will be available to provide spec1f1c gquancefto-the Liie
uditor with respect to’internal control, compliance requirements, suggested
and: audwt reportﬂng Tequiféments

aud¢t pToccdures,

WhELh 24 su~h'

SpVlelC audlt gque is not available,
bagically theﬁsame-responclbﬂlltles for the Federa
for ati auwdit” of'a ‘major program in-a lnglﬂ dudlt




e r tor

the it finding, when <
lud indings materleal
s ordance with theg

i4) (
romhbinad or separate reports and may be
pressnted in this sacilion. The auditor
was conducted in accorgance wizh this part

*

r
the manne
the audit

(i) nn opinion (or disciaimer of opinion} as to whether
the financial statement({s) of the Faderal program is presented fairly in all
3

terial respects.in conformity with the statad accounting policies;

(ii) A report on internal control related to the Federal
am, which shall describe the scope of testing of internal control and the
rs of the tests; ‘

(iii) A report on compliance vhich includes an opinion (or
disclaimer of opinion) as to whether the audites complied with laws,

regulations, and the provisions of contracts or grant agreements which covid
have a direct and material effect on the Foderal program; and

(iv) A schedule of findings and guestioned costs for th
Federal program that includes a summary of the auditor's results relative

the Federal program in a format consistent with § _ .505(d) (1) and finding
and guestioned costs consistent with the requirements of §_~_1505(d)(3).

e
to
s

(c) Report submission for program-specific aundits.
(1) The audit shall pe completed and the reporting required by paragraph
(c) (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
submitted within the ecarlier of 30 days after receipt of the auditor’s
report(s), or 13 months after the end of the audit period, unless a differ
period 1is specified in a program—specific audit guide.) Unless restricted
law or regulation, the auditee shall make report copies available for publ
inspection. :

ent

by
ic

{2) When a program-specific audit guide is.available, the
auditee shall submit to +he Federal clearinghouse designated by OMB the data
collection form prepared in accordance with S___.320(b), as applicable to a
program—specific audit, and the reporting required by the program—specific
audit guide to be retained as an archival copy. BAlso, the auditee shall

submit to the Federal awarding agency oOr pass—through entity the reporting
reguired by the program—specific audit guide.

(3) When a program—specific audit guide is not available, the
reporting package for a program—specific audit shall consist of the financial
statement (s) of the Federal program, & summary’ schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of
this section, and the auditor's report(s) described in paragraph (b) (4) of

this section. The data collection form prepared in accordance with

14
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Subpart C--Auditees .
§ 300 .. :Auditee responsibilities.

The auditee shall:

andu N
Fédérél

{a) Identify, in its accounts, all Federdl EWQTdS Yece'
expended and the Federal programs under
pTog*am and, rd 'GentlfLCaLWOD “shEld:

umber .and year

pass thropgﬁ-

1nternal control

{b). Maiﬁta;n
reasonabl e
Federal award
contrac+s or

Fedﬂra;

§....320(a) are gra
omptTy notl*y the:




. i1ns

£-3110, "Uni Regui T

Tnstitutions of Higher Education, Bospitals and

¢rganizations," or +he FAR (48 CFR part 421, as pie (OMB Circulars are
available from the nffice of Administration, Pub ns Office, roonm 2200,

New Erecutive 0ffice Building, Washington, DC 20503). Whenever possible,
auditees shall make positive afforts to utilize small businesses, minority-
owned firms, and women's buginess enterprises, in procuring audis services as
srated in the A-102 Common Rule, OMB Circular 3-1310, or the FAR (48 CFR part
42), as applicable. 1In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considerad in evaluating each proposal for audit services include the
responsiveness to the reguest for proposal, relevant experience, availability
of staff with professional gqualifications and technical abilities, the resulcs
of external gquality control reviews, and price.

(b} Restriction on auditor preparing indirect cost proposals . An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit required by this part when the
indirect costs recovered by the auditee during the prior year exceeded 31
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
whizh the resulting indirect cost agreement OT cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal years beginning after
June 20, 1998B.

I3

(c) Use of Federal auditors. rPederal auditors may perform all or part
of the work regquired under thig 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, resultis 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 that is chosen to meet the reguirements of this part.
However, organization—wide financial statements may also include departments,

agencies, and other organizational units that have separate audits ip
accordance with § .500(a) and prepare‘separate financial statewments.

(b) Schedule of expenditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not reguired, 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 2

minimum, the schedule shall:

. (1) 1ist individual Federal programs by Federal agency. FOr
Federal programs included in a cluster of programs, list individual Federal
programs-within a5 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 Nationmal Institutes
of Health is a major subdivision in the Department of Health and Human

Services.
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- ) brovide ro*',::‘l eacn individual .
Federalr program and the CFDR nu Cotney identifying numbex wnen Tne CFDL.
i : ig not aveilable. SR S h i o

(¢} Include notes -
i in preparing the

'.:he»significapt_accounting

(5} To the extent practical, pa
identify din-the schedule the total amount pr
Federal progTam o 5 '

- \(6) Include, in either the schedule or a note to. th
the v¢lue ~of: the Federal awards expended in the form of non-casp

the amount of insurance in EL_ECE duTﬂn
guarantees: outstandlng at yeqr end . ~ W
presenh-th'sownformatlon Wn 1'1’1& scnndule;

g™ £ dSSﬂsta,ce
the year; - and. loanQ or- AOan
el not quuwred

;'Audlt flnd*ngs follow uD

(&) General.  The audited is rasDonclble for IoWWOW up an:
actlon«on .all aundit 1‘J.ndvngs As part of fh¢s respon51b11wty,

'the prlor audlt'c ‘schedule of flndlngs qu

Federal awards. The summary schedule .shall-also 1nclude audlt ir
Yeported ithe prior audit's summary, schedule of prior audit fﬂndlngs ‘except
andit findings listed as correctéd inm accordance with paragraph b) (1) of thHis
section, or no longer valid or not erTant1n9 further action 4in acco*danﬁe
Wth pa agraph {b)(4)..0f this. sect on

(1)' Whén andit findi: 1ly: correc*ed th~_summqry
schedule. nﬂﬂd only st th= audﬂt *1ndings and state that co:recflve action

(2) When audﬂt flndlngs \ “COT ectéd'or—we+EaOﬁ1y
partﬁally_ﬁorIeCued the summary sched: describe’ the: plannpd
correct ve.agtion. vell. as, any. pa 207 tive actlon taken.

takenis 51gn11 cantiy dlfLEIEDt IlOm
‘ ctive action plan.or in the
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-he 7:inding occurrad was submizzed ¢ The Federal sizaringhouss
{ii) The Federal sgency OI pass - through enTiIy¥ 1S noc
~urrancly following up wi-h the auditee on the audit finding; and

fiii; B management decision was not issued.

fc) ~orrective action plan. At the completion of the audit, the
rrective action pian Lo address each audit finding

[OR

auditzee shall prepare & <O
included in the current y=ar auditor's reports. The corrective action plan
shall provide the name {s) of the contact person(s) responsible for corrzctive
action, the corrective action planned, and the anticipated completion date.
if the audites does not agree with the audit findings or belisves corrective
action is not reguired, then rhe sorrective 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
sarlier 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 sudit. (However, fox fiscal
years beginning on or pefore June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall be submitted 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 restricted by law or regulation,

the auditee shall make copies available for public inspection.

form which states whether tne audit was completed in accordance with this part
and provides information ‘about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available f£rom the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. 2 senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement toO be inciuded 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. ’

(b) Data Collection. (1) The auditee ghall submit a data collection

(2) The data qollectibn form shall include the following data
elements:

(i) The type of report the auditor issued on the financial statements of
the auditee (i.e., unqualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

(i1} 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.

(iii) 2 statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditcee.

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

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

18
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program: Individu&l programs .within z cluster of programs should be
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of eyp—ndwtures of Federal anrds ' :
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Cash management

(D Davis-Bacon Act.

L (E) Eligibility .,
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~he fowm -3 limized to the data ziemen=s przscribed by OMiT

oy Reporting package. Ths reporting package shail include the:
(3 Financial statements and schedule of expenditures oI
roderzl awards discussed in § .310(a) and § 310 (b), respectively;
{2) summary schedule of prior audit findings discussed in
§ .315(b) : ) .
(2) audifor's report’s) discugsed in § .505; and
(4) Corrective action plan discussed in §_  .315(e).
(a) submission to clearinghouse. 211 auditees shall submit to ~he

Federal clearinghouse designated by OMB the data collection form described in
paragraph (b) of this section and one COpPY of the reporting package described
in paragraph (¢) of this section for:

(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
rhe 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. o

_ (2) additional submission bv subrecipients. (1) In addition to the
regquirements discussed in paragraph_(d) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy oI the
reporting package described in paragraph (¢c) 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 antity

provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not reguired to gubmit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part
(including the period_covered by the audit and the name, amount, and CFDA
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 pasg-through entity
provided. A subrecipient may aubmit a copy of the reporting package described
in paragraph (c) of this section to a pags-through entity to comply with this
notification reguirement. -

(£) Requests for report copies. In response to reguests by a Federal
agency OY pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c) of this section and, 1if
requested, a copy of amy management letters issued by the auditor.

(g) Report retention reguirements. Auditees shall keep one copy of
the data collection form descripbed in paragraph (b) of this section and one
copy of the reporting package'described in paragraph ({(c¢) of this section on
file for three years from the date of submission to the Federal clearinghouse

20
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{3 Electronic f111nq Noth¢ng in rhls pa?t sha11 pT .
submissions to the Federal clearinghouse in such manner as may be app?ovad
OME. With OMB approval, the Federal clearinghouse may pilot test methods of ™
electronic submissionél S S '

. Bubpart D--Federzl Agencies’ and Dass Thfougn Entltlesrf
I 12 Responsibilities. :

(a) Cognizant "agsncy-foriaudit responsibilities. Recipients expendi ng
more than $25 million (£50 mill3cn for fiscal years endlng aft‘r December, 31,
2003) = year in Federal awards shall have a cognizant agency forTaudity THE: S
designated cogmizant agency for audit shall be the Federal awavalng agency
that provides the predomimant- amount of direct Iundlng to’ a recwpwent unless

OMB makes a.specific cognlzant agﬂncy for aud t a551gnment

“the °c1p1=nt's L;scal vea,s
thereafter. For example, auditTc
2000 will be determined based 'on Federal awards eyp°nd=d

raquwrements of this paragraph are not erfectlva unEWI
: aIter June 30,.2000. )

’Fol7ouung is effective for fiscal years ending after I
T determi natlonJof the- -predominant amount of. d*rpct

SSjgnmnnL, both the o“d

tee reguests for exten

21




supm’ ss ron Juse date ~aguired Dy §
mav orant  exLer o 0046 cause. -

L
i

(5 Obrain or conduct guality control

=3
audlzs made by non-rFedéral auditors, and provide the resuits, when
inrerested organizations.

appropriate, to other

b
H

Promptly inform other affected Faderal agencies and

(4)

ederal law enforcement officials of any direct reporting by the
s

=

appropriate F
audizae or it

auditor of irregularities oY illegal acts, as required by GAGAS
or laws and r '

gulations.

(5) Advise the auditor and, where appropriate, the auditse oif
any deficiencies found in the audits when the deficiencies require corrective
action by the auditor. When advised of deficiencies, rhe auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency :or sudit shall notify 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 OT
repetitive substandard performance by auditors shall be referred to
appropriate State 1icensing agencies and professional bodies for disciplinary

action.

(6) " Ccoordinate, to the extent practical, audits or reviews
made by ox 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 as a low-risk auditee under § .530(a) .
(b) oversight agency 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
requestad. :

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

performed by a cognizant agency for audit.

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

(1)  fdentify Federal awards made by informing each recipient
of the CFDAa 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, regulatioms, and the provisions of contracts or grant
agreements. . . ’

“{3) Ensure that audits are completed and reports are received
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provided in § .400(c) (3) .
_no a management decision §
s o racipients Llrernate arrangeme
s Dy agreement among the Federal agen
.C) Tass-chrough 2ncitv »s provided in § .400(4) (3) ., <he pass-
~nrough entity shall be responsible oY making the managemant decision ior
sudit findings that rslate to rfederal awards it makes O subrecipients.
‘d) Time reguirements. The entity responsible for making the
management decision shall do 50 within six months of receipt of the audit
report. corrective action shouid be initiated within six months after receipt
of the audiz report and procead as rapidly s pessible.
(e) Reference numbers. Management decisions shall include the

refarence numbers the auditor assigned to sach audit finding in accordance

r2i=sl-

with § .510 (e¢) .

gubpart E--Auditors
§ .500 Scope of audit.

(a} General. The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administered Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards 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

pe for the same fiscal year.

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

(c) Tnternal control. (1) In addition to the requirements of GRGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs.sufficient to plan the audit to support a low
assegsed level of control risk for major programs.

(2) Except as provided in'paragraph {(c) (3) of this section,
the auditor shall:

(1) 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 Ior each major program; and

(11) perform testing of internal control as planned in
paragraph (e) (2) (i) of this section.

(3) When internal control over Some or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (c¢) (2) of this gection 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
with §  .510, assess the related control risk at the maximum, and consider
whether additional compliance tests are required because of ineffective
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matey Lal cm or the Zinanc.a. 3Zements.
an Dpinis r disclaimer oI OU r, as o wnether
laws, redu jons, and the provis of zontracts
~ouid havs a direct and material =2Zfsct On sach majioy
applicable, refer <O the separate scheduls of findings and guestioned cos
described in paragraph (d) of this section.
=

idi » schedule of findings and guestioned COSIS which shal includ
-he following three components:

(1) » summary of the auditor's resulzs which shall incliude:

(i} The type of resport “he auditor issued on. the
financial statements of the auditee (i.e., unqualified opinion, gualified
opinion, adverse opinion, O 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 conditions were material weaknesses;

’ (iii) 2 statement as to whether the audit 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 major 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 programs (i.e., ungualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion);

, (vi) A statement as to whether the audit disclosed any
audit findings which the auditor iis 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) 1 statement as to whether the auditee qualified as
a low-risk aunditee under § .530..
(2) Findings relaﬁing to the financial statements which are
required to be reported in accordance with GAGAS.
(3) Findings and%questioned costs for Federal awards which
shall include audit findings as>§efined in § .510(a).
] F
(i) audit findings (e.g.. internal control findings,

compliance findings, guestioned costs, or fraud) which relate to the same

issue should be pregented as a gingle audit finding. Where practical, audit
findings should be organized by ‘Federal agency or pass-through entity.

: (ii)  Budit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d) (2) and (4){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 £indings.
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aoplicanie, im aud.i:t findzngs
) Fadera. program and specifiic raderal award identification
~FDR title and number, rederal award number and yeaIr, hams oI
v, and name 5f the applicable pass-chrough snticy. When
such as the CFDR title and number or Federal award number, s not
auditor shall provide the best infoymation available to
deral award. :
(2) The criteria av gpecific reguirement upon which the audit

findong is based, inciuding statutory, regulatory, oFr other citation.

{2) The condition found, including facts that support the
deficiency identified in the audic f£inding.

(4) "~ jdentification of guestioned coOsts and how they were
computed.

(5) Information to provide proper perspective [or judging the

prevalence and consequences- of the audit findings, such as whether the audit
findings represent an isolated instance OY & systemic problem. Where
appropriate, instances identified shall be 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, OY pass-through entity in the
case of .a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action. . _

(7) Recommendations to prevent Future occurrences of the
deficiency identified in the audit. finding. '

(8) Views of respomnsible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings

and gquestioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-uD. .

§ .515 - BAudit working papers.

papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to.extend the retention period. When the auditor is aware
that the Fesderal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting

the audit finding for guidance prior to destruction of the working papers and
reports. ’ )

(a) Retention of workinda papers. The auditor shall retain working

“ (b) Access to working papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency ior audit or its
designese, a Federal agency providing direct or indirect funding, or GRO 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 ig reasonable and necessary.
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D) Step 1. {1} The auditor shall identify the larger”Fédéféi
programs, which shall be. Wabplﬁd Type B prog”amu. 'Typ s ar
y exr

&s Fedevql programs with Fedéral’ aWach.
exceeding the larger of: LT TeeTe L R

(i) ¢JOO‘OOO Oor thrée“percent (.063%) of total Federal
aWardu thﬂnand in the case of an auditee’for which rotal Federal: awa*ds
expended equal or exceed $300,000 but are less-than or egual. to. $1OO m1111op.

(ii) $2 million’ or-three-tenchs of ..one; ipercent ﬁ 00%) of
rotal Federzl awards GYpended in the case of an auditee. for Wh :
Federal awards expended exceed $100 ml|110n but are less than or equal to $1o
billiom. : T

B

(iii)  $30 million or 15 hundredths of one pe*cant ( OOL”
of total: Federal awards expendad in the case of an auditee for whlcn total
Federal awards =yp=nded excesd $10 bilTion? :

(2) Federal programs not laboled Type A undnr DaragraDh 135115
othhic section .shall be labéled Typﬂ B !

Step 2. (iy tThe suditor” hall’identify TyPé‘
For a Type A program to be con51dered low-risk,

510(a) How
uaudlt_flndlngs from questlonod ‘cos
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ne gudized of OME'S approval.

2y Lf tThe flacac wear LTV D
id; Step 3. ‘3  The auditoxr shall :5ancify Type B programs whizk ave
high-risk using professional judgment and the criceria in § .525. Howaver,
should the auditor seliect Option 2 under Step 4 \paragraph {e) (2) (1) (B) of
cwig section), the auditor is not reguired to ;dentify moze high-risk Type B
hl

srograms than the qumber of low-risk Type A programs. Except for known
repoyrtable conditions :p internal control O ~ompliance problems as discussed

in § .525(b) (1), § .525(b) (2), and § .525(c) (1), a single criteria in
§ 525 would seldom cause a Type B program to be considered high-risk.

(2) "The auditor is not expected to perform risk asssssments oo
relacively small Federal programs. Therafore, the auditor is only reguired to
perinym risk assessments On Type B programs chat exceed the larger of:

: (1) $100, 000 oxr three-zenths of one percent (.002} of
total Federal awards expended when the auditee has less than or equal to 5100
million in total Federal awards expended.

: ] (i1} $300,000 or :hree-huhdredths.of one percent (.0003)
of total Federal awards expended when the auditee has more than $100 milliom
in total Federal awards expended.

(e) ~ Step 4. At a minimum, rhe auditor shall audit all of the
following as major programs:

(1) All Type A programs, except the auditor way exclude any -
Type A programs identified as low-risk under Step 2 (paragraph (c) (1) of this
section) .

t2) (i) High—risk Type B programs as identiiied under
either of the following two options: )

: (A} Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e) (2) (1) (&) does not reguire 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.

(i) when identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (1) (n) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
diffarent 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 (£) of this
section. -This paragraph (e) (3) may require the auditor to audit more programs
as major than the number of Type A programs . .

(f)  Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in § _.530 for a Jow-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended. : .

(g) ,Documenta:ion of risk. The auditor shall document in the working
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auditor may. =7ect to  determine major ‘programs as-.a&ll
Type B programs as'necessarvﬁto mpet the percantage of’ Poverage rule
in paragrdph {£) off *h_53sectwon ‘Under this option;-
required to perform the procedures discussed Wn'Dardgraphu-(c)" d)
of this section:

FAIY (1)>fvf§‘f-rst year audrt ie the flrst year:_
under ‘this part or- the flrst_year of a cnange of: audﬁtors

(2)- To ensure that' a frequent change of audltors would‘not
preciude audit of high-risk Type B programs, this election for first-year :
audits may notrbe,used by an guditee more than once in every three years.

§ ﬂ.525 o Crlterwa for Federal program rlsk

(&) Generzl. The auditor's determﬂnatron should be basedeon an os
overall evaluation;of. the risk of noncomp iance occurrﬂng which could be
mat erlal to the. Federal program The an itor shall Al ]
corisider criteriz, such as deSFrrbed in paragraphs ‘o),
section, to ldEﬂElLy risk 1n Federal programs Also

: (b) Current and»prlor:audWL eypnrlcnce 1y Weakne=ses
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programs vecent.v audited as mE DY programs

ral agencies and pass-tl

i) fversioht exercised bv Pede through enticies
iy Oversight exercised DY Federal agencies O pass-through entities could
cndicace risk. Foxr example, rescent monitoring or other reviews periormed Dy
an oversight enticy which disclosed no significant problems wou:xd indicate
“ower risk. However, monitoring which disclosed significant problems wouid

indicate higher risk.

123 Federal agencies, with -he concurrence of OMB, may
identify Pederal programs which are higher risk. OMB plans to provide this
identification in the compliance supplement.

(d) Tnherent risk of the Federal program. (1) The nature of a
Federal program may indicate risk. Consideration should be given to the
complexity 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 oOr have eligibility criteria may be of
higher risk.., Federal programs primarily involving staff payroll costs may
have a high-risk for cime and effort reporting, - but otherwise be at low-risk.

(2) The phase-of & Federal program in its life cycle at the
Federal agency may indicate risk. For example, a néw Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, gsignificant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may incrsase
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 participates in a Federal program, the risk may be higher due to
start-up or clossout of program activities and staff.

(4) Type B programs with larger Federal awards axpended would
pe of higher risk than programs. with substantially smaller Federal awards
evpended. ' )

§ .530 Criteria for a low-risk auditee. -

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall :qualify as a low-risk auditee 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 pon-Federal entity that has biennial audits
does not qualify as a jow-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit. :

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

waliver.
(c) There were no deficiencies-in intermal control which were
identified as material weaknesses under the regquirements of GAGAS. However,

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

a waiver.
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(31} In-ernai conirol deficisncies which were identified as

j ‘Noncompliance with the
8CLE, Or grant agreements which have

(3) Known or likely guestioned coste that sxceed five percent
of the torzl Federal awards expended for a Type 2 program during the year.

Appendix k to Part - Data Collection Form [Form SF-SAC)
[insert SF-SAC after finalized]

bppendix B to Part _ - Circular A-133 Compliance Supplement .
Note: Provisional OME Circular E-1223 Compliance Supplement is available

from the Office of Administration, Publications Cffice, room 2200, New
Executive Office Building, Washington, DC 20503. ' o .




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 d betweenChrie tiew OON eacn /Lpf(d SBA Chiakbie - Dlcead w Acbioa  ponpred 3\? QD('@M@EO«\
orp

orgtion, partnership, dba), whose business address is: 5 /5" East Third SF  Los Brecn

QT2 (hereinafter referred to as “Business” Assotiate”),

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 muititude of health care and
related services; and

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

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 (“HIPAA") and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.
NOW, , '

THEREFORE, in consideration of the mutual terms covenants, and conditions in this
Agreement, the parties agree as follows:
1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same

meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

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

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

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

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or

disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

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

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by

Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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d.

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

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.

‘Department of Health and Human Services for purposes of the Secretary determining the
. business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.

Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information coliected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for

an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

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

a.

d.

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

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

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

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

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

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

PERMISSIBLE REQUEST BY COVERED ENTITY.

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

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

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

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

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

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and
(c) of this Agreement.

TERM AND TERMINATION.

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

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

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

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

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

c. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement
for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

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

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting
Business Associate in the performance of its obligations under this Agreement with the
Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses
or otherwise, in the event of litigation administrative proceedings commenced against Covered
Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA
regulations or other laws relating to security or privacy, except where Business Associate or its
subcontractors, employees or agents are named as an adverse party

—
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10.

11.

12.

13.

14.

-

MISCELLANEOQUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule. , ,

LAW. This Agreement shall be governed by and construed pursuant to federal law and the

laws of the State of California (except those provisions of California law pertaining to conflicts

of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.

ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire

understanding between the parties and supersedes all other agreements, oral or written, with

respect to the subject matter herein.

INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,

employees, and agents (coliectively in this Section referred to as “City”) harmless from and

against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business

Associate’s employees or agents, which act, omission or misrepresentation is connected in

any way with performance of the duties under this Agreement. If it is necessary for purposes

of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any

_expense or cost, including attorney's fees or court cost, Business Associate agrees to and

shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.
AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall
be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA
Regulations and California law. .

COSTS. If there is any legal proceeding between the parties to enforce or interpret this
Agreement or to protect or establish any rights or remedies hereunder, the prevailing party
shall be entitled to its costs and expenses, including reasonable attorney’s fees and court
costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and
personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,
address to Business Associate at the address first stated herein, and to the City at 444 W.
Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services
Bureau Manager, Community Development Department. Notice of change of address shall be
given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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16.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

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

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of

creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

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

(Name of Business Associate)
U\r\S‘\L\&(\ Qutread A Pr =& '
a COP\ d.L a. Chrstign Qutre OL/\ '/\Ach O~

(corporation, partnership, individual)

—]S , 2010 By: ﬁ,(w_/ga,u/(

(person legally allowed to bind organization)

Title: PRES ;) pPcaT

(-ls 2000 By: ”20'(*“—\74 Ota/r\/\amf_»%__
(person legally allowed to %orgamzatl

7.

Title: Secre +mr4

CITY OF LONG BEACH, a municipal corporation

2 I Assistant City M »
23 20 /O By: (—‘(7\} A ity Manager

City Manager or designee EXECUTED PURSUANT
“City” TO SECTION 301 OF
y THE CITY CHARTER.

The foreg Agreement is hereby approved as to form this (2"0/ day of
ﬂ( ; 7 , 201D. =

ROBERT E. SHANNON,

City Attorney or deagnee/é\
By: O~
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- CERTIFICATION REGARDING DEBARMENT

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

1.

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

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

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance

funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

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

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

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

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

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, uniess it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of

its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: v Contract Agency:

Name and Title of Auth‘orized Representative:

2 DA K )(5 70

Signature Date

Fobe ) W - -1$ 10
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that ali
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 shali 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:

(D O 8ok [~) & /0

Signature Date
Lot W -/ S<I(
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