OFFICEOF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney
333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

O O o ~N O O bh W N A

N N N N N NN D N i A m e ma  a aa a oa
0w N OO AW N A0 W N s W NN -

CONTRACT FOR SOCIAL SERVICES

31025

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

entered, in duplicate, as of November 19, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between GOODWILL, SERVING THE PEOPLE OF
SOUTHERN LOS ANGELES COUNTY, a California nonprofit corporation
(“Organization”), with offices located at 800 West Pacific Coast Highway, Long Beach,
California 90806, 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
Serviee Grant Program funds; and

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

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

and program accountability by the City; and

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

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

Section 1. The above recitals are true and correct and are incorporated
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A" entitled “Statement of Work”, Attachment “B” entitled “Budget’, Attachment “C”
- entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122”, Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“‘RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City’'s Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. August 31, 2009.
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 Nineteen Thousand Dollars ($19,000.00) over the
term of this Contract. These funds shall be used to provide services within the
City of Long Beach. Upon execution of this Contract, the City shall disburse the
funds payable hereunder in due course of payments following receipt from
Organization of billing statements in a form approved by the City showing
expenditures and costs identified in Attachment “B”.

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

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

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

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

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

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

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

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

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

Section 5.

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

Contract shall be kept in accordance with generally accepted accounting principles

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

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

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

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

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

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

Section 6.

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

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

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

Section 7.

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

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

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

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmiless 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.

(6) Commercial automobile liability insurance (equivalent
in scope to 1SO 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, seif-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 shail
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 shail deliver to the City certificates of insurance and required
endorsements for approval as to sufficiency and form. The certificate and
endorsements for each insurance policy shall contain the original signature of a
person authorized by that insurer to bind coverage on its behalf. In addition,

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

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

F. The procuring or existence of insurance shall not be
construed or deemed as a limitation on liability reiating 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:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 16. Organization shall have the right to terminate this Contract at
any time for any reason by giving thirty (30) days’ prior notice of termination to the City,
and the City shall have the right to terminate all or any part of this Contract at any time for
any reason or no reason by giving five (5) days’ prior notice to Organization. [f either
party terminates this Contract, all funds held by Organization under this Contract which
have not been spent on the date of termination shall be returned to the City.

Section 17. This Contract, including all exhibits and attachments hereto,
constitutes the entire understanding of the parties and supersedes ali other agreements,
oral or written, with respect to the subject matter herein. This Contract shall not be
amended, nor any provision or breach hereof waived, except in writing by the parties that
expressly refers to this Contract.

Section 18. The acceptance of any service or payment of any money by
the City shall not operate as a waiver of any provision of this Contract, or of any right to
damages or indemnity stated herein. The waiver of any breach of this Contract shall not
constitute a waiver of any other or subsequent breach of this Contract.

Section 19. This Contract shall be governed by and construed pursuant to
the laws of the State of California, without regard to conflicts of law principles.

Section 20. In the event of any conflict or ambiguity between this Contract
and one or more attachments, the provisions of this Contract shall govern.

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

executed with all formalities required by law as of the date first stated above.
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ﬁb 7 . 2009

This Contract is approved as to form on

LT:bg A08-03612
L:\Apps\CtyLaw32\WPDocs\DO19\P009\00149209.D0C

GOODWILL, SERVING THE PEOPLE OF
SOUTHERN LOS ANGELES COUNTY, a

Califexpig nonprofit corpgration
B er"‘

Taned 1A sh g bonn

Type or Print Ndme

By

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

By 8} - Assistant City Manager

(/ City Manager -

“City” THE CIT{ ¢HAR]

. [2-  20(
£ i’ ,20Q/?

ROBERT E. SHANNON, City Atjorney
By

Deputy
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ATTACHMENT “A”




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

Scope of Work
AGENCY NAME: Goodwiil, SOLAC

CONTRACT NUMBER:

Program Objective: To provide a transitional employment training program (Project MOVE) in the retail/customer service industry for qualified individuals
referred through the Goodwill employment services program at the City of Long Beach Multi-Service Center

Fourteen (14) MSC participants will be enrolled ‘ir;td)PrOJecﬂ:t MOVE‘”

Cumutiative Actual

Cumulative Actual

Cumulative

Actual

Cumutlative
2. Of 14 participants enrolled, twelve (12) will successfully complete 12
Project MOVE.
3. Of 12 participants who complete Project MOVE, ten (10) will obtain 10
competitive employment.
4. Of 10 participants who obtain employment, eight (8) will be retained 8
in employment for 90 or more days

Total Unduplicated Clients Served

WWM

Signature
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CITY OF LONG BEACH
Social Services Grant Program 2008-2009
Program Budget for Goodwill_ Serving the People of Southern Los Angeles County City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION

Instructor is responsible for the implementation of the Project MOVE curriculum,

Project MOVE Instructor (consultant position) $18,900 provides supetrvision of the participant and works closely with the job developers to
place clients into employment. $70/hr x 270 hours of instruction = $18,900.

This line not applicable.

TOTAL PERSONNEL $18,900 Total Personnel to be Reimbursed

OPERATIONS

Training and program supplies for MSC clients enrolied in Project MOVE such as

Training Supplies and Materials $100 curriculum guide, pens, binders, resume paper, etc.

TOTAL OPERATIONS $100 Total Operations to be Reimbursed

8SG 07-08
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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
2150 Abhout this Dary

Subpan A-~Generdi

2151
215.2
2153
315.4
2155

Purpose.

Definisions.

Bffect on other issuaDCEs,
Deviztions.

Subawaras.

Subpaor B=—Pre-Award Requirements

21510 Purpose.

21511 Pre-award policies.

21812 Forms for applying for Federal assist-
ATICE.

215.1% Debarment and suspension.

215.14 Bpecial award conditions,

216,16 Metric system of measurement.

215.16 Eesource Conservation and Recovery
Act.

21517 Certifications and representations.

Subpart C—Post-Award Requirerments

FINANCILL AND PROGRAN MAKAGEMENT

215,20 Purpose of financial
management.

215.21 Standards for financial management
systems.

218.22 Payment.

215.23 Cost sharing or matching.

215.24 Program income.

215,28 Kevision of budget and program
plans.

210,26 Non-Federal aundits.

21527 Aliowable costs.

2156.28 Period of avallability of {unds.

21628 Conditional exemptions.

and program

PHROPERTY STANDARDS

21830
2188

Furpose of propercy standards.

Insurance coverage.

215,32 Tezl property.

216.33 Federally-owned
eIy

215.3¢ Equipment.

21635 Supplies and pther sxpendakle prop-
ervy.

and exempi prop-
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s

Intungibie properiy.
Frope;ty vrust relaticnsiip

[
e
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PROCUREMENT ETANLARDS

‘Puarpose of procarement standards
Recipient respensibilicies

Godes of conguct.

Competltion.

Procurement procednres

Cost and price analysis.
Procursment records.,

Contracs agministration.

Qontract provisions.

21040
PARH
21542
216.42
21544
215.45
215 46
21547
210 48

REPORTE AND RECORDS

21550 Purpose of reports and records.

215.51 Monitoring and reporting program
performance.

21£.52 Financial reporting.

21552 Retention and access
{or records.

reguirements

TERMINATION ANLD BNFORCEMENT

915.60 Purpose of termination and enforce-
ment.

215.61 Termination.

215.62 Enforcement,

Subpart D—Afier-the-Award Reguirements

215.70 Purpose.

215171 Closeout procedures.

21672 Bubseguent adjusuments and con-
tinwing responsipilities,

21513 Collection of amounts due.

LPPENDIY. A TO PART 215—CONTEACT FPROVI-
S10NE

AUTHORITY: 31 U.B.C. 503; 31 U.E.C. 1111, 4
U.S5.C. 405, Reorganization Plar No. 2 of 1970,
E.C. 11b4, 35 FR 10737, & CFR, 1866-1870 ¢
939,

BOURCE: 62 FR 26281, May 1l, 2004, unless
otherwise noted.

£215.0 About this pari.

(a) Purpose. This part contains OMB
guidance to Federsl agencics on the ad-
ministration of grants to and agree-
ments with institutions of higher edu-
cation, hospitals, and other non-profit
organizations. The guidance sets forth
standards for obtaining coonsistency
and uniformity in the apencies’ admin-
istration of those granis and agree-
ments.

{b) Applicability. {1} Except as pro-
videf herein. the standards set forth in
this part are applicabls to all Federal
agencies. I =any statuve specifically

ATTACHMENT
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§215.1

preseribes polinies or specific require-
ments that differ from the standards
provided in this part, the provisions of
the statute shall govarn,

{2y The provisions o©of subparts A
through D of this part shall be applied
hy TPederal apencies to recipients. He-
cipients 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 subrecipients are orga-
nizations described in paragraph (a) of
this secfion.

(3 This part does not apply to grants,
contracts, or other apgreemenis be-
tween the Federal Government and
units of State or local governments
covered by OMEB Circular A-102,
“Grants and Cooperabive Agreements
with State and Local Governments’'!?
and the Federal agencies’ grants man-
agement common rule (see §215.5)
which standardize the adminisfrative
reguirements Fesderal agencies [mpose
on State angd local grantees. In addi-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part applies
to subawards made by State znd local
governments to organizations covered
by this part.

(4) Tederal sgencies may apply the
provisions of subparts A through D of
this part to commercial organizations,
foreign governments, organizations
under the jurisdiction of foreign gov-
srnments, and international organiza-
sions.

(¢y OMB responsibilities, OMB is re-
sponsible for:

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

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

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

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

1See § CFR 13109 for availability of OMB
cireulars,
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whare adeguate Justification is
sented.

t5y Conducting broad oversight of
government-wide compliance with e
guidance in Shis part.

(d) 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 Iin those sub-
parts unless different provisions are re-
quired by Federal siatute or are ap-
proved by OMB.

(2} Ensuring that the agency's com-
ponents and subcompenents comply
with the agency’s implemenfation of
the guidance in subparts A through D
of this part.

(3) Requesting approval from OMB
for deviations from the guidance in
sabparts A through D of this part in
sitnations 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 puidance that was in the atfach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

(f) Information Contact. Further infor-
mebion concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20803, telephone (202) 395-3893.

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

pre-

Subpart A—General

§215.1 Purpose.

This part establishes uniform admin-
istrative requirements for Federal
grants and agreements awarded to in-
stitutions of higher eaducation, 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

—_— e
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required by Federal statuve or exeti-
Live order  Non-profit  OGrganlZabiols
thal impiement Federal programs {or
e States are alsc subject to State re-
puiremaents

4 215.2 Definitions.

() Acerued erpenditures means the
crizrges incurred by the recipient dur-
g @ giver period reguiring the provi-
sion of funds for:

(17 Goods and other tangible property
received;

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

(3; Other amounts becoming owed
under programs for which nc cuarrent
services or performance is reguired.

(b) Accrued income means the sum of:

{13 Earnings during a given period
{from:

{iy Services periormed by the recipi-
ent, and

fii} Goods and other tangible prop-
erty delivered to purchasers, and

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

(c) Acguisition cost of equipment means
the net invoice price of the scuipment,
inciuding the cost of modifications, at-
Lachments, accessories, or auxiliary
apparatis necessary Lo make the prop-
ervy usable for the purpese {or whickh it
was acguired. Other charges, such as
the cost of installation, transportation,
texes, duty or protective in-transit in-
surance, shall be included or excluded
from: the unit acguisition cost in ac-
cordance with the recipient’s regular
acuounting practices,

(&) Adpunce means a bayment made
by Treasury check or other appropriate
pavment mechanism Lo a recipient
upon its request either before outlays
are made by the recipient or through
the use of predetermined payment
schedules.

(e) Adwwd means financial assistance
that provides support or stimulation to
accomplish & public purpose. Awards
include grants and other agreements in
the form of money or property in lieu
of money, Dy the Federal Government
1o an eliginle recipient. The term does
not  include:  technical  assigtance,
which provides services Iinstead of

41
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moeney, Ouhel assistance i Lhe {orm of
leans, loahl guaranptees, interest sul-
sidies, or insurance; direct pavments of
any kind vo individuzls: and, conlracis
whick are reguired to be entered¢ into
and administered under procurement
lews and regulations.

() Coesh contriduiions means the re-
ciplent's cash ouslay, including the
outlay ¢f money contributed to the re-
cipient by third parties.

{(gy Closecui means the process by
which a Pederal awarding agency de-
termines that all applicable adminis-
trative actions and all requirec work of
the award have been comnpleted by the
recipient and Federal awarding agency.

(h) Contract means a procurement
confract under an award or subaward,
and a procurement subcontract under a
recipient’s or subreecipient’s comntract.

(1) Cost sharing ©or matching means
that portion of preoject or program
coste not borne by the Federal Govern-
ment.

3y Date o completion means the date
on which all work under an award is
completed or the date on the award
document, oOr any supplement or
amendment thereto, on which Federal
sponsorship ends.

(&} Isollowed 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 terrms and conditions contalned
in the award.

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

(o) Excess properiy Ineans property
under the control of ary Federal
awarding agency that, as determined
py the head thereo!, ig no longer re-
guired for its needs or the discharge of
iU€ responsivilities.

(ny Ezempl property means tangible
personal property acguired in whole or
in part with Federal funds, where the
Federal awarding agency hag statubory
authority co vest title in the reciplent

2

PAGE

!




§2152

withoul jurther ghligation tc the Fed-
aral Gowvernment. Ap example oi sx-
ampt propersy authority is contatned
in the Federal Grant and Coopsrative
Agreement Act (31 U.S.C. §306), for
property acquired under an award o
conduct basic or applied research by a
non-profit institution of higher edn-
cation or non-profif  orranization
whose principal purpose is conducting
sciantific research.

(o) Federal ocwarding agency means
the Fedaral agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Faderal funds obli-
gated by the Federal Government for
use by the recipient. This amount may
include any authorized carryover of un-
obligated funds from prior funding pe-
riods when permitted by agency regula-
tions or agency implementing instruc-
tions.

(q) Federal share of real property,
equipment, or supplies means that per-
cenitage of the property's acguisifion
costs and any improvement expendi-
stures paid with Pederal funds.

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

(s) Intangible property and debt instru-
ments means, but {5 not limited to,
trademarks, copyrights, patents and
patent applications and sach property
ag loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangible or in-
tangible.

(t) Obligations means the amounts of
orders placed, contracts and grants
awarded, services received and similar
transactions during a given period that
reguire payment by the reciplent daor-
ing the same or a future period,

vy Oullays or expendifures 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 bhasis, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kind confributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
basis, outlays are the sum of cash dis-
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hursements for direct charges for goods
and services, the amount of indiract ex-
pense Incurred, the wvalue of in-kKind
contributions applied, and the net in-
crezse (or decrease) in the amounts
owed by the recipient for goods and
other property received, [lor services
performed by employees, contractors,
subreciplents and other payees and
other amounts becoming owed under
programs for which no current services
or performance are required.

{v) Personael property rmeans property
of any kind except real property. It
may be tangible, having physical exist-
ence, or Intangible, having no physical
existence, such as copyrights, patents,
or secarities.

{w} Prior approvael means written ap-
proval by an authorized official evi-
dencing prior consent.

(x) Progrom Iincome means gross in-
come earned by the recipient that is di-
rectly generated by a supported acbiv-
ity or earned as a result of the award
(see exclusions in §215.24(e) and (h)).
Program income ihcludes, but 1s not
Hmited 6o, income from fees for serv-
{ices performed, the use or rental of real
or personzl 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
iogns made with award fuonds. 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 thern.

(¥} 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 partles in accom-
plishing fthe objectives of the award
during the project period.

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

{2.a) Properiy means, unless otherwise

stated, real property, squipment, in-
tangible property and deht instro-
ments.
ATTACHMENT ..
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by Redl property means land, ineiud-
ing land nprovements, struciures ald
appartenances vherste, Dbut excludes
movable machinery and equipment

ice) Reomend fmeens an OIgAR1Zation
receiving financia) assistance directly
from TFederal awarding agencleg ic
garry ont a projest or program. The
Lerm inclodes pubhic and private insti-
tutions of higher education, public and
private hospitals, and other guasi-pub-
Lic and private non-profit organizations
sueh ag, but not limited to, community
antion agencies, research instlintes,
educational associations, and health
centers. The term may include com-
mercial organizations, foreign or inter-
national organizations (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors of subcontractors of recipients or
subrecipients at the diseretion of the
Federal awarding agency. The term
does not include government-owned
contracteor-operated Ifacilities or re-
search centers providing ccntinued
support {or mission-orientsd, large-
scale programs that are governument-
pwned or controlled, or are designated
as federally-funded research ané devel-
Opment centers.

(dd) Research and developmeni means
all researck activicies, hoth basic and
applied, and all development activities
tnat are sapported at universities, col-

ieges, and other non-profit nsbitu-
tions. '‘Research' is defined as & sys-

tematic study directed toward f{ulier
seientific knowledge or understanding
of the subject studied. “'Development”
is the systematic use of xnowledge and
understanding gained {rom researck di-
rected toward the production of useful
materials. devites, SysLems, or mebb-
0ds, including design and development
of prototypes and processes, The term
research also includes activities in-
volving the trainming of individuals in
research techniques where such activi-
ties utilize the same facilities as other
researchk and development activities
and where such activities are not in-
cluded in the insiruction function,

(ee) Small wwards means a grant or
cooperative agreement not exceeding
the small purchase threshold fized at
43 17.5.C. 403(11) {currently 525,000},

({f; Subcward meant an award of fi-
nancial assisbance in  the form  of

§215.2

muley, Or pProperty in lleuw of money,
malde under al award DY & recipleny Lo
wn eligible subrecipient oy by a suab-
recipieni Lo a lower tler subrecipient.
The werm includes {financizl assistance
whern provided by anv legal agreement,
evel, if the agreement it calied & con-
tract, but does not include procure-
ment of goods and servites nor does 1t
include any form of assistance whiceh 1
excludsd  irom the definition of
“award' in §215.2(e).

(gg) Subrecipient means the legal enti-
ty to which a subawarc is made and
which is accountable wo the recipient
for the use of the funds provided. The
verrr meay include {oreign or inter-
national organizations (such as agen-
cies of the United Watione) at the dis-
cretion of the Federal awarding agen-
cy

{nh) Supplies means al! personal prop-
erty excluding equipment, intangible
property, and debl instruments as de-
fined in this section, and inventions of
& contractor concelved or first actually
reduced Lo practice in the performance
of work under a funding agreement
(“'subject inventions™), as defined in 37
CFE part 401, “‘Rightt to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
Llve AETeementss.”’

{ii} Suspension meanc an action by a
Federal awarding agency tnat tempo-
rarily withdraws Federal sponsorship
under an award, pending corrective ac-
tion by the recipient or pending & deci-
sion to terminate the award by the
Federal awarding agency. Suspension
of an award ig a separate action irom
sugpension under Federal agency regu-
lations implementing E.O. 12549 (561 FR
6370, 3 CFR, 1986 Comp., ©. i89) and E.C.
12686 (54 PR 34131, 2 CFR, 1988 Comp., 1.
235}, “Debarment ané Suspension.”

{3j) Termination means the cancells-
tion of Federal sponsorship, in whole ¢r
in part, under an agreement al any
time prior to the adate of completion.

k) Third porty in-kind contributions
means the value of non-cash contribu-
tions provided by non-Federal third
parties. Third party in-kind contribu-
tions may be in the form of real prou-
erty, equipment, suppliss and other ex-
pendGable property, and the value of
goods and serviceg Girectly benefiting




§215.3

and specifically identifiable to the
project or program.

(1) Unhguidated 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 prepared on an
accrued sxpenditure bhasis, they rep-
resent the amount of obligations in-
curred by the recipient for which an
outlay has not been recorded.

(mm) Uncbligated balonce means the
portion of the funds authorized by the
Federal awarding agency that has not
heen obtigated by the recipient and is
determined by deducting the cumu-
lative cbligations from the cumulative
funds authorized.

(nn) Unrecovered indirec! 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 z
procedure whereby funds are advanced
to the recipient to cover its estimated
dishursement needs for a given initial
period.

§215.3 Effect on other issuances.

For awards subject to this part, all
admintstrative requirements of codi-
fied program regulations, program
manuals, handbocks and ocfher non-
regulatory materigls which are incon-
sistent with the requirsments 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 Managemsent and Budg-
et (OMB)}) may grant exceptions {for
classes of grants or recipients subject
to the requirements of this part when
exceptions are not prohibited by stat-
ute. However, In the interest of max-
imum uanifermity, exceptions from the
regquirements of this par{ shall be per-
mitted only i1 unusual circumstances,
Federal awarding agencies may apply
more restrictive requirements to a
class of reciplents when approved by
OMB. Federal awarding agencies may
apply less restrictive reguirements
when awarding small azwards, except
for those requirements which are stat-
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utory. Exceptions on a case-by-case
hasis may also be made by Federal
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 implemensuing
the granis management common rule,
“Uniform  Administrative Reguire-
ments for rants and Cooperative
Agreements {0 State and L.ocal Gov-
ernments,” published at 7 CFR parts
3015 znd 3016, 10 CFR part 800, 13 OFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR. parts 44, 85,
1311, 511, 570, 571, 575, 590, B850, 882, 805,
941, 968, 570, and 990, 28 CFR. part 66, 28
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 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 48 CFR part 18.

[R9 FR 26281, May 11, 2004, as amended at 70
TR 51880, Ang. 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 csed 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
imstrument (f.e., grant, cooperative
zgreement, or contract). The Federal
Grant and Coocperative Agreement Act
(31 U.5.C. 6301-08) governs the use of
grantg, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is o
accomplish g public purpose of support
or stimulation anthorized by Federal

ATTACHMENT . C,
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suatlte. The BLalutory Criuwerloh o
choosing betweern prants ahd CUODETE-
tive agreemente iz tnat {or the latter,
“substantial involvement 1s expected
petween the executive agency and the
State, local government, or other re-
cipient when carrying out the activity
contemplated in the agreement.’” Con-
vracte shall be used when the principal
purpose s acgulsition of propervy or
services for the direct Denefit or use of
the Federal Government.

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

§215.12 Forms for applying for Fed-
eral assistance.

ta) Federal awarding agenciee shali
comply with the applicabie report
clearance reguirements of § CFE part
1320, ©Controlling Paperwork Burdens
on the Paublic,” with regard to all
forms wused by the Federal awarding
agency im place of or as & supplement
0o the Standard Form 424 (SF-424) se-
ries.

(b) Applcants shall use the SF-424
series or those forms and instructions
presceribed by the Federal awarding
agency.

() For Federal programs covered by
E.C. 12872, "'Intergovernmmental Review
ol Fedseral Programs,” {47 FR 30959, 38
CFR, 1982 Comp.. p. 197) the applicant
shall complete the appropriate sections
of the SPF-424 (Application for Federal
Assistance) indicating whether the ap-
plication was subject to review by the
ytate Bingle Point of Contact (SPOC).
The name and address of the SPOC {for
a particular State cap he obtained from
the Federal awarding agency or the
Cuatalog ©f Federal Domestic Assistance.
The SPOC shall advise the applicant
whether the program {or which applica-
tion is made has been selected by that
State for review,

{d} Federa) awarfing agencies that do
net use the S8F-424 {form should indi-
cate whether the appiication is subject
oo review by the State under E.Q. 12372,

§215.13 Debarment and suspension.

Federal awarding agencies and re-
cipiente shall comply with Federal

§215.15

agency regulations 1mplementing E.C ¢
12544 and 12688, “‘Deparment and Sus-
pensior.” Under those regulations, cer-
tain parties who are debarred, sus-
pended or otherwise exclided may nos
be participante or prineipals in Federal
assistance awards and subewards, and
in  certain contracts under those
awards and subawards,

[70 FE 51879, Aug. 31, 2005)

§215.14 Special award conditions.

If an applicant or recipient: has 2 his-
tory of poor performance, is not finan-
cially stable, has & management sys-
tem that does not meet the standards
preseribed in this part, has not con-
formed to the terms and conditions of
a previous award, Or is not otherwise
responsible, Federal awarding agencies
may impose additional requirements as
needed, provided that suck applicant or
recipient is noutified in writing as to;
the nature of the addifional require-
ments, the reason why the additicnal
requirements are being imposed, the
nature of the corrective action needed,
the time aliowed for completing the
corrective actions, and the method for
requesting reconsideration of the addi-
tional requirements imposed Any sps-
clal conditicns shall be promptly re-
moved once the conditiong that
prempted them have begn corrected.

§215.16 Metric system of wmeasure-
ment,
The Metric Conversion Act, as

amended by the Ommibes Trade and
Competitiveness Act (156 U.8.C. 205 de-
c¢lares that the metric system is the
preferred measarement system for U,S.
trade and commmerce. The Act reguires
gach Federal agency to esvablish a date
or dates in consnltation with the Sec-
retary of Commerce, when the metric
system of measurement will be used in
the agency's Procurements, grants, and
other business-related activities. Met-
ric implementation may itake longer
where the use of the system ig initially
impractical or likely to canse signifi-
cani inefficiencies in the accomplish-
ment of {ederally-funded activities.
Federal awarding agencies snall {ollow
the provisions of E.O. 12710, “'Metric
Usage in Federal Government Pro-
gramms'’ (8 FR 35801, 3 CFR, 1881 Comp.,
L. 343).

3
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£215.16 Resource Conservation and

Recovery Act.

Under the Act, any Sitate agency or
agency of a pelitical subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
6002 Section 6002 requires that pref-
erence be given In procurement pro-
grams to the purchase of specific prod-
uects  containing recycled materials
identified in guidelines developad by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-254). Accord-
ingly, State and lccal institutions of
higher education, hospitals, and non-
profit organizations that receive direct
Feaderal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to0 the purchase of recycled prod-
gcts pursuant to the EPA guldelines.

§215.17 Certifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency i8 authorized and encouraged to
allow recipients to submit certifi-
cations and representations required
by statube, executive order, or regula-
tien on an annual basis, if the recipi-
ents have ongoing and continuing reta-
tionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
authority to ensure recipients' compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PRCGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Sections 216.21 through 215.28 pre-
scribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making audits, de-
termining allowability of cost, and es-
tablishing fund availability.

$215.21 Standards for financial man-
agerffent systems.

(a) Federal awarding agencies shall

require recipients to relate financial
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date o performance data and develop
unit cost information whenever prac-
tical.

{b) Recipients’ financial managemsent
systems shall provide for the following.

(1} Accurate, current and cornplele
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth tn §215,52. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintalns its records con
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 1ts reporis on the bhasis 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 confzin information per-

talning to Federal awards, authoriza-

tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3y Effective control over and ac-
countability for all funds, property and
other assets, Recipients shall ade-
guately safeguard all such assets and
assure they are used solely for author-
ized purpases.

{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 from the U.S.
Trezsury and the issuance or redernp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreementis or the
CMIA default procedures codified at 31
CFR part 206, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”’

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

ATTACHMENT .. (,

PAGES




OB Circulgrs and Guidance

Federal cost principles ang the lerme
wnd conditions of vne award

(7; Accounting records inciuding cost
LCCOUNTINE records that are supported
by source documentation.

{3 Where the Federal Government
guarantess or insures the repayment ol
money borrowed by the recipient, the
Federal awarding agency, at ite discre-
tion, may reguire adeguate ponding
and insurance if the bonding and insur-
ance requirements of the recipient are
not deemed adeguate to protect the in-
terest of the Federal Government.

tdy The Federal awarding agency may
require adeguate fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest.

{e} Where bonds are reguired in the
situations described above, the bonds
shall he obtained from companies heold-
ing certificates of authority as accepi-
able sureties, as prescribed in 31 CFR
part 223, “SBurety Companies Doing
Business with the United States.”

£215.22 Payment.

(a) Payment methods shall minimize
the time elapsing between the transier
of funds from the United States Treas-
ury and the issuance or redemption of
checks, warranis, or payment by cther
means by the recipients. Payment
methods of Btate agencies or instru-
mentalities shall be consistent with
Treasury-State CMIA agreements or
defanlt procedures codified at 31 CFR
part 205.

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

{1} Written procedures that minimize
the time elapsing between the transier
of funds and disbursement by the re-
cipignt, and

(2) Financlal management systems

hat meel the standards for fund con-
trol and accountability as established
in §215.21. Cask advances to a recipient
organization shall be Iimited to the
minimum amounts needed and be
timed te be in accordance with the ac-
tual, immediate cash reguirements of
the recipient organization in carrying
out{ the purposs of the approved pro-
gram or prolect The tirming and
amount of cash advances shall be as
close as i administratively feasible to

§212.22

the aotuel fispursements by lhe recip:-
snt organization for direci Drograln or
project costes and the proportionale
shiare of any allowable Indirect coste.

¢y Whenever possible, advances shall
be ponsolidated Lo cover anticipated
cash needs {or all awards made by the
Federa] awarding agency 10 the recipi-
ent.

(1) &dvance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronie funds wransfer.

{2y Advance payment mechanismes are
subject to 31 CFR part 205.

{3) Recipients shall be authorized to
submit requests for advances and reim-
bursements at least rmonithly when
electronic fund transiers are not used.

{d) Reguests for Treasury check ad-
vance payment shall be submitted on
SE-270, “Reguest for Advance or Reim-
bursement,” or other {forms as mmay be
authorized by OMB. This form is not 1o
be used when Treasury check advance
payments are made ito the recipient
auvgomatically through the use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions for electronic
funds transfer.

{g) Reimbursement is the preferred
method when fthe reguirements in
§215.12(b) cannot be met. Federal
awarding agencies may alsc use this
method on any constraction agree-
ment, or if the major portion of the
consiruction project is accomplished
through private market financing or
Federal loans, and the Federal assist-
ance consiitutes a minor portion of the
project.

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

(2) Recipiente shall be authorized to
submit request for reimbursement &t
least monthly when electronic funds
transiers are not ussd.

(I} If & recipient cannot meet the cri-
teria for advance payments and ihe
Federal awarding agency has dsler-
mined that reimbursement is not fea-
sible because the racipient lacks suffi-
cient working capitel, the Federal
awalding agency may provide cash on a
working capital advance basis. Under
this procedure, the Federal awarding
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agency shall advance cash 0 She re-
cipient to cover its estimated disburse-
ment needs for an initial period gen-
erally geared to the awardee's dis-
hursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
reciplent for its actual cash disburse-
ments. The working capltal advance
mathod of peyment shall not be used
for reciplents unwilling or unable %o
provide timely advances te their sub-
recipient to meet the subreciplent’s ac-
tual cash disbursements.

{(€) To the extent avallable, recipl-
ants shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, program incoms, re-
bates, refunds, contract settlements,
audit recoveries and Interest earned on
such funds before requesting additional
cash payments.

(h) Unless ctherwise required by stat-
ute, Federal awarding agsncies shall
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (hX1) 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 subrecipieni is
delinquent in a debt to the United
States ag defined in OMB Circular A-
128, “Managing Federal Credit Pro-
grams.”’ Under such conditions, the
Federal awarding agency may, upon
reagonable notice, inform the recipient
that payments shall not be made for
abligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

{i) Standards 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 (i)(2) of this section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
eligibllity requirements for deposi-
tories for funds provided to a recipient.
However, recipients rmust be able to ac-
count for the receipt, obligation and
grpenditure of fonds.
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{2y Adwvances of Federal funds shall he
deposited and maintfained in insured
accounts whenever possible.

(i) Consistent with the national goal
of expanding the opportunities for
women-owned  and minortty-owned
business enferprises, recipients shall be
encouraged Lo use women-owned and
minority-owned banks {(a bank which is
owned at least 50 percent by women or
minority group mermmbers).

(k) Reciplents 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 avzilable in-
terest bearing account would not be ex-
pected to earn interest in excess of $25¢
par year on Federal cash balances,

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

(1} Fer those entities where CMIA
and its implementing regulations at 31
CFR part 206 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. Intersst amounts up to $25¢ per
year may he retained by the recipient
for administretive expense. State uni-
versities and hospitals shall comply
with CMIJA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary swards without prier written
approval from the Federal awarding
apency, it waives its right to recover
the interest under CMIA.

{m) Excent as noted elsewhere in this
part, only the following forms shall be
authorized Ior the recipients in re-
guesting advances and reirmmburse-
ments. FPederal agencies shall not re-
guire more than an original and two
copies of these formas.

(1} SF-270, Request for Advance or
Relmbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods
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sre not used TFedera: awarding agen-
pies, nowever, have the option of using
thit Jorm {or cONBLTUGEIOn DProgralns 1n
lew of the 8F-271, “Outlay Repory and
Reguest for Reilmpursement for Con-
struction Programs.’’

(27 BF-271, Outlay Report and Re-
guest for Reimbursement for Construc-
tion Programe. BEach Federal awarding
agency shall adopt the SF-271 as the
standard form to be used for reguesting
reimbursement {or construction pro-
grams. However, & Federal awarding
agency may substitute the SF-270
when the Federal awarding agency de-
termines that it provides adequate in-
{formation to meet Federal needs.

£215.23 Cosl sharing or matching.

(a} All conuributions, including cash
and third party in-kind, shall be ac-
cepted as part of the recipient’s cost
sharing or matching when such con-
tributions meet &li of the following cri-
veria,

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

(2) Are not included as contributions
{for any other {ederzlily-assisted project
Or Drogram.

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

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

{5) Are not paid by the Federal Gov-
ernment under ancther award, except
where authorized by Federal statute to
be used for cost sharing or matching.

(6) Are provided for in the approved
budget when required by the Federal
awarding agsncy.

(7; Cenform to other proviegions of
thie part, as applicable.

{b; Unrecovered indirect costs may be
included as part of cost sharing or
matching only with the prior approval
of the Federal awarding agency.

(cy Values {or recipient contributions
of services and property shall be estab-
lished in accordance with the applica-
ble cost principles. If a Federal award-
ing agency authorizes recipients to do-
nate bulldings or land for construction/
facilities acguisition projects or long-
term use, the wvalue of the donated
property {for cost sharing or matching
shall be the lesser of paragraphs {(cil
or (2; of this secuion.
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(1; The cersified value of the remalin-
ing lile of the property recerded in the
recipient's accounting records al the
time of donation.

{25 The current fair market vajue.
Howsver, when there it sufficient jus-
tification, the Federal awarding agen-
cy may approve the use of the current
fair market velne of the doneated prop-
erty, even 1f 11 exceeds the ocertified
value ai the time of donartien to the
proiect.

(d) Volunteer services furnished by
professional and technical persounel,
consultante, 2nd other skilled and un-
skilled labor may be connted as cost
sharing or matening if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid {for similar work in the
recipient's organization. In those in-
stances in which the required skills are
not fpund in the recipient organization,
rates shall be consistent with those
paid for similar work in the labor mar-
ket i which the recipient competes for
the kind of services involved. In either
case, pald fringe benefits that are rea-
sonable, allowable, and allocable may
De included in the valnation.

(e) When an employer other than the
recipient furnishes the services of an
emplioyee, these services shall be val-
ued at the empioyee's regular rate of
pay (plus an amount of fringe benefits
that are reasonable, allowable, and al-
locable, but exclusive of overhead
cests), 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  classroormn  supplies.
Value asgessed to donated supplies in-
cluded in the cost sharing or matching
share shall be remscnable and shall not
exceed the fair market value of the
property al the tirme of the donation,

(g) The method used {or determining
cost sharing or magsching {for donaied
equipment, buildings and land dor
which Gitle passes te the recipient may
differ according to the purpose of the
award, if paragraphs (g)1) or (2) of this
section apply.

(1) I the purpose of the award is to
25sist The recipient in the acquisiiion

]
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of eguipment, buildings or land, the
tocal wvalue of the donated property
may be claimed as cost sharing or
matching.

(2) I{ the purpose of the award is to
support activities that require the use
of eguipmens, bulldings or land, nor-
mally only depreciation or use charges
for equipment and buildings may bhe
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 property
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the following qualifica-
tions.

(1) The value of donated !and and
buildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-
pendent. appraissr (e.y., certified real
property appraiser or General Services
Administration representasive) and
certified by a responsible official of the
recipient.

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

(3) The valne 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 facilities in a privately-owned
building in the same locality.

{4y The value of leoaned eguipment
shall not exceed its fair rental value.

(6) The following regquirements per-
tain to the recipient’s supporting
records for in-kind contributions from
third parties.

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

(ii} The basis for determining the
valuation for personal service, mate-
rial, equipment, buildings 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

2 CFR Ch, Il (1-1-046 Edition)

relaved Lo projects financed in whole or
in part with Federal funds.

(h) Except as provided in paragraph
(h) of this section, program {ncome
earned during the project period shall
be retained by the recipient and, in as-
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-
iowing.

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

(2) Used to finance the non-Federal
share of the project or program.

(3) Deducted from the total project or
program allowabte cost in determining
the net allowable costs on which the
Faderal share of costs is based.

{c) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)(1) or (b}2) of
thig section, program income in excess
of any lirmits stipulated shall be used in
accordance with paragraph (hX3) of
this section.

{(d) In the event that the Federal
awarding agency does not specify in its
regulations or the terms and condi-
tions of the award how program income
is to be used, paragraph (b)3} of this
section shall apply aatomatically to
all projects or programs except re-
search. For awards that{ support re-
search, paragraph (b)(1) of this section
shall apply automafically unless the
awarding agency indicates in the terms
and conditions another zlternative 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 eotherwise,
recipients shall have no obligation to
the Federal Government regarding pro-
gram income earned after the end of
the project period.

(fy If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the generation ¢f program income
may be deducted from greoss income to
determine program income, provided
these costs have not been charged fo
the award.
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(g Froceeds rom e sale of propervy
snall be handled irn accordance with the
requirements of tne Property Stand-
arde (sec {21580 through §215.37).

thy Unless Federal awarding agency
regulations or the termg and condition
of the award provide otherwise, recipi-
ente shall have no obligation to the
Federal Government with respect te
programr income earned from licenst
{fees and reyalties for copyrighted ma-
terizl, patents, patent applications,
trademarks, and inventions produced
under an award. However, Patent and
Trademark Amendments (85 U.8.C. 18
apply to mventlons made under an ex-
perimentel, developmental, or research
award.

§215.25 Revision of budget and pro-
gram plans.

(&) The pudget plan ie the financial
expression of the project or program as
approved during the award process. It
may include elither the Federal and
non-Federa) share, or only the Federal
share, depending upon Federal award-
ing agency requirements. It shall be re-
lated to performance for program eval-
uatlon purposes whenever appropriate.

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

(c) For nonconstruction awards, re-
cipients shall reguest prior approvals
from Federal awarding agencies {for cne
or more of the following program oT
budget related reasong.

(1) Change in the scope or the objec-
tive of the project or program (even if
there 18 no asscciated budgst revision
requiring prior written approval),

(72; Change in a key person specified
in the application or award document.

(3; The absence for more than three
months, or a 25 percent reduction In
time devoted to the project, by the ap-
provet project director or principal in-
vestigator.

4y The need for additional Federal
funding.

(5} The transfer of amounts budgeted
{or indirect costs to absorh increases in
direct coste, or vice versa, if approval
is required by the Federa! awarding
aZency.

§215.25

6, The uclusion, aniess waived by
tne Federal awarding agency, ol cosue
that regUlire Prior approval 1L accord-
ance with zny ol the following, as ap-
plicehle:

{4y 2 CFR part 220, “Cost Principles
for Educationsal Institutions (OME Cir-
cular A-21)"

{it; 2 CFR part 230, "Cost Principies
for Morn-Profit Organizations (OME Cir-
cular A-122)7

(iiiy 45 CFE part 74, Appendix I,
“Principles for Determining Costs Ap-
plicabie to Research and Development
under Grants and Contracts with Hos-
pitals;" and

(iv) 48 CFR part 31, “'Contract Cost
Frinciples and Procedures.™

(T) The transfer of funds allotted for
training sllowances (direct payment to
trainees) to other categories of ex-
PeELse,

(8) Umnless described in the applica-
tion and funded in the approved
awards, the subaward, transier or con-
tracting out of any work under zan
award. This provision does not apply to
the purchase of supplies, material,
equipment or general suppert services

{dy No other prior approval reguire-
ments for specific items may be im-
posed unless a deviation has been ap-
proved by OME.

(e) Except for requirements listed in
paragraphs {e)1) and (c)(4; of this sec-
tion, Federal awarding agencies are au-
thorized, at their option, bo walve cost-
related and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 and 230 (OME Circulars A-2! and &-
122}, Buch waivers may inciude author-
izing recipients to do any one or INore
of the {ollowing,

{1) Incur pre-award costs 90 calendar
days prior ¢ award or more than 90
calendar days with the prior approval
of the Federal awarding agency. All
pre-award costs are incurred at the re-
cipient’s rigk (i.e., the Federal award-
ing agency iz under nc obligation to re-
imburse such costs if for apy reason
the recipient does not receive an award
or if the award is less than anticipated
and inadeguate {0 cover such costs).

{2; Initiate a one-time extension of
the expiration date of the award of up
to 12 rnonths unless one or more of the
foliowing conditions apply. For one-
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Lirme exnensicns, the recipient musth no-
tify the Federal awarding agency in
writing with the supporting reasons
and revised expiration date at least 10
days hefore the expiration date speci-
fied in the award This one-time exten-
sion may not be exercised merely for
the purpose of using unobligated bal-
AaAnces.

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

{(i!) The extension requires additional
Federal funds.

(iliy The extension involves any
change 1n the approved objectives or
scope of the project.

(3) Cerry forward unobligated bal-
ances to subseguent funding periods.

(4) For awards that support research,
unless the Federal awarding agency
provides otherwise in the award or in
the agency's regulations, the prier ap-
proval requirements described in this
paragraph {g) are automatically waived
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
dtions Included in paragraph (eX32) ap-
plies.

(f) The Federal awarding agency
may, at its ovtion, 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 fhe
cumulative amount of such transfers
exceeds or is expected to exceed 10 per-
cent of the total budpet as last ap-
proved by the Federal awarding agen-
cy. No Pederal awarding agency shall
permit a transfer that would canse 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-
seribed in paragraph {j) of this section,
do not require prior approval.

(h) For construction awards, recipl-
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-
ticn apply.

(1) The revision results from changes
in the scope or the objeclive of the
project or prograrn.

(2} The need arises for additional
Federal funds to complefe the project.
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{3) A revision is desired which in-
volves specific cosis for which prior
written approval requirements may he
imposed consistent with applicable
OMB cost principles listed in §215.27.

{1y No other prior approval reqguire-
ments for specific ltems may he im-
posed unless a deviation has been ap-
proved by OME.

f{y When a Federal awarding agency
maltes an award that provides support
for both construction and nonconstroc-
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 promuptly whenever the amount
of Federsl authorized funds is expected
to exceed the needs of the recipient for
the project period by more than $5000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if an application
for additional funding is submitted for
a continuation award.

{1y When requesting approval for
budget revisions, rccipients shall use
the budget forms that were used in the
applicetion vnless the FPederal award-
ing agency indicates a letter of reguest
suffices.

(m) Within 30 calendar days from the
date of receipt of the request for budg-
et revisions, Federal awarding agencies
shall review the request and notify the
recipient whether the budget revisions
have been approved, If the revision is
s411]1 under constderation at the end of
30 calendar days, the Federal awarding
agency sghall inform the recipient in
writing of the date when the recipient
may expect the decision.

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

§215.26 Non-Federal audits,

(a) Reciplents and subrecipients that
are institutions of higher education or
other non-profit organizations (inciud-
ing hespitals) shall be subject to the
audit requirements contained in the
Single Aundit Act Amendments of 1996
(31 U.5.C., 7501-7507) and revised OMB
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Croular  A-185,  CAudits of  Blabss,
Local Governmenss. and Non-FProfiy Or-
ganlzations "’

() State and local governments shall
be subject to the andit reguirements
contained in the Sinple Aundit Act
ALmendments of 1996 (31 U.S.C. 7500~
7507 and revised OME Circular A-132
©Audite of States, Local Governments,
wnd Non-Frofit Organizations ™

{c) For-profit hospitals not covered
by the audit provisions of revised OMB
Carcular A-133 shall be subject to the
zudit reguirements of the Federal
awarding agencies.

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

§215.27 Allowable costs.

Tor each ¥ind of recipient, there is a
set of Federal principles for deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the eost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
1ocal or federally-recognized Indian
trinal governments 1is defermined in
accordance with tne provisions of 2
CFR parv 225, “'Cost Principles for
State, Local, and Tndian Tribal Govern-
ments {OME Circular A-87." The allow-
ability of costs incurred by non-profit
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, *'Cost Principies for Non-Frofit Or-
ganmizations (OMB Circnlar £-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 A-21)."" The aliowability
of cosls incurred by hospitals is deter-
mined in accordance with the provi-
siong of Appendix E of 48 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowability of coste in-
carred Dy commercial organizations
and those non-profit organizations list-
ed in Atiachment C Lo Circular A-122 1s
determined in accordance with the pro-

£215.29

visions of whe Fequral Acyuis viorn Beg-
ulavion (F4E; at 48 CIPE pary 31,

170 FE 51880, Aug. 31, 2006)

£215.28 Period of availability of funds.
Where a funding perioc is specified, a
recipient may charge to the grant only
allowable costs resulting from obligsa-
tiong incurrec during the funding pe-
ricd and any pre-award costs author-
ized by the Federal awarding agency.

£215.29 Conditional exerptions,

{a) OMB authorizes conditional ex-
emption from OME administrative re-
quirements and cost principles circu-
lars {or certzin Federa! programs with
statutorily-anthcorized consolidated
planning and consclidated administra-
tive funding, that are identified by a
Federal agency and approved by the
head of the Executive department or
establishment. A Federal agency shall
consult with OMB during its consider-
ation of whether to grant such an ex-
emption.

(b) To promote eificlency in State
and logal program administration,
when Federal non-entitlement pro-
grams with common purposes have spe-
cific statutorily-authorized consoli-
dated planning and coxnsolidated ad-
ministrative funding and where most of
the State agency’s TIesguUrces CoIme
from non-Federal sources, Federal
agencies ma¥y exempt these covered
State-administersd, non-entitlement
grant programs from ecertain OMB
grants management requirements. The
exemptions would be from:

(1) The reguirements in 2 CFR part
225, “'Cost Principles for Sitate, Local,
and Indian Tribal Governrments (OMB
Cirenlar A-87)" other than the
ailocability of costs provisions that are
conteined in subsection €.3 of Appendix
A Lo that part;

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

(3) The reguirements in 2 CFR pary

230, “Cost Principles {or Non-Profit Or-
ganizations (CGMB Circular  A-122)°
e
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§215.30

ather than the allocability of costs pro-
visions that are in paragraph A4 in
section & of Appendix A to that pari,

f4) The administrative requirements
provisions of part 216 (OMB Circular A~
110, “'Uniform Administrative Reguire-
ments for Grantg and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Crganiza-
tions,”);, and

(5) The agencies’ grants management
common rile (see §215.5).

{c) When a Federal agency provides
this flexibility, as a prersguisite 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-
gions of 2 CFR part 225, “‘Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (CMB Clrcular A-
87" and extend such policies to all sub-
recipients. These fiscal and administra-
tive reguirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
aral 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 oub other
responsibilities of a State or its sub-
recipients.

{69 PR 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 215.37 set
forth uniform standards governing

management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal award.
Federal awarding agencies shall re-
guire recipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own property
management standards and procedures
provided It observes the provisions of
§215.31 through §215.37.
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§$215.31

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

Insurance cavera ge.

§215.32 Heal property.

Each Federal awarding zgency shall
prescribe requirements for recipients
concerning the use and disposition of
real property acquired in whole or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimuam, shall contain
the following.

(a) Title to real property shall vestin
the recipient subject to the condition
that the recipient shall use the real
property for the authorized purpese of
the project as long as it is needed and
shall not encumber the property with-
oput approval of the Federal awarding
Agency.

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

(¢} When the real property is ne
longer needed as provided in para-
graphs (a) and (b} of this section, the
recipient shall request disposition in-
structions from the Federal awarding
agency or its successor Federal award-
ing agency. The Federal awarding
agency shall observe one or more of the
following disposition instructions.

(1)} The reciplent may be permitted o
retain title without further cobligation
to the Federal Government after it
compensabes the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable t¢ the Federal participation in
the project.

-
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25 The recipient may be direcied wo
sell the property under guldeilnes pro-
vided by the Federal awarding agency
and pay the Federal Government for
that percentage of the current izir
rrarket vaiue of the property attriv-
utable o the Federal participation in
the project (after deducting actual and
reasonable selling and fiz-ap expenses,
if any, from the sales proceeds). When
the recipient is authorized or reqguired
te sell the propersy, proper sales proce-
gures shall be established that provide
for competition to the extent prac-
ticable and result in the highest pos-
sible return.

{3) The recipient may he 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 its attributable per-
centage of the current fair market
value of the property.

§215.33 Federally-owned and exempt
property.

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

(2y If the Federal awarding agsnocy
has no further need for the property, it
shall be declared excess and reported to
the General Bervices Administration,
unless the Federal awarding agency
nas staintory suthority to dispose of
the property Dy alternative methods
(e.0.., the authority provided by the
Federal Technology Transfer Act (156
U.5.C. 370 (1)) to donate research
eguipment Lo educational and non-prof-
it organisations in agcordance with
E.O. 12821, “Improving Mathematics
and Science Kducation in Support of
the National! Education Goals” (87 FR
54284, 3 CFR, 1822 Comp, p. 322)). Ap-
propriate instructions ghall be issued
to the recipient by the Federal award-
ing agency.

on

&

§215.34

(L; Eremp: properiy  WHeEN sLAWILOCY
authority existe, the FPederal awarding
agency hae the optlonl Lo vesSt tlvle to
propervy acguired with Federzd funde
ir she recipient without further obliga-
tion to the Federal Government and
under conditions the Federal awarding
agency considers appropriate. Sueh
properiy is Cexempt property.” Should
4 FeGeral awarding agency not estab-
lish conditions, title bo exempt prop-
eTty npon acguisition shall vest in the
recipient without further obligation to
the Federal Government.

§215.34 Eguipment.

(ay Title to equipment acquired by a
recipient with Federal funds shall vest
in the recipient, subject to conditione
of this section.

(b) The recipient shall not use equip-
ment acguired with Federal funds to
provide services 1o non-Federal ontside
organizations for & fee that is less than
private companies charge for eguiva-
lent services, uniess specifically au-
thorized by Federal statate, for as long
at the Federal Government retains an
interest in the eguipment.

() The reciplent shall use the eguip-
ment in the project or program {or
which it was acgnired as long as need-
ed, whether or not the project or pro-
gram continues to be supported by Fed-
era) funds and shall not encumber the
property without approval of the Fed-
eral awarding agency. Wnen 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 fol-
lowing order of priority:

(1} Activivies sponscred by the Fed-
eral awarding agency which funded the
original project, then

{2 Activities sponsored by ofher Fed-
eral awarding agenclies.

{(d) During the time that eguipment
is used on the project or program for
which it was acquired, the recipient
shall make it available for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the equip-
ment was originally acguired. First
preference for snch other use shall be
given &0 other projects or programs
sponsored by the TFederal awarding
agency that finenced the equipment;

ATTACHMENT e
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§215.34

second  preference shzll be given o
projects or programs sponsored by
other Faderal awarding agencies. If the
squipment is owned by the Federal
Government, use on other activities
not sponsered by the Faderal Govern-
ment shall be permissible if authorized
by the Pederal awarding agency. User
charges shall be treated as program in-
come.

(e} When acguiring replacement
equipment, the recipient may use the
squipment o 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.

(fy The recipient's property manage-
ment standards for equipment acquired
with Federal funds and federally-owned
equipment shall include all of the {ol-
lowing:

{1) Equipment records shall be main-
tained accarately and shall include the
following information.

(1) A description of the equipment.

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

(iii) Scurce of the equipment, inclod-
ing the award number.

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

(%) Acgquisition date (or date re-
ceived, if the equipment was furnished
by the Federal Government) and cost.

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

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

{viii) Unit acquisition cost.

{ix) Ultimate disposition data, In-
cluding date of disposal and sales price
or the method used t¢ determine cur-
rent fair market vaiue where a recipi-
ent compensates the Federal awarding
agency for lts share.

(2} Equipment cwned by fhe 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 Ltwo years. Any dif-
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ferences between quantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the Inven-
Lory, verify the existence, current uti-
lization, and continued need for the
equipment.

{4} A control system shall be in effect
tc 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 fo keep the
equipment in good condition.

{6) Where the recipient is aubthorized
or required to sell the equipment, prop-
er sales procedures shall be established
which provide for competition to the
extent practizable and result in the
highest possible return.

(g) When the recipient no longer
needs the eguipment, the eguipment
may be used for other activities in ac-
cordance with the fellowing standards.
For equipment with a current per unit
fair market value of $500C or more, the
recipient may retain the equipment for
cther uses provided that compensation
{s made to the original Federal award-
ing agency or ifs successor. The
amount of compensation shail be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur-
rent fair market value of the equip-
ment. I the recipient has no need for
the equipment, the recipient shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whether the equipment can be used to
meet the apency's requirements. I no
requiremens exists within that agency,
the availahility of the equipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency Lo 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
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deye afuer the recipient’s request and
vhe following procedures shall govern,

1y I se instrncted or if dlsposition
1nstruciions are not issued withan 120
calendar days after the recipient's re-
guest, the recipient shall sell the
eguipment and reimburse the Federal
awarding agency an amount computed
by applying to the sales proceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
the Federa: share $500 or ten percent of
the procesds, whichever is less, for the
recipient's selling and handiing ex-
PEenses.

(2y If the recipient is instructed to
ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Government by an amount which
is gomputed by applying the percenti-
age of the recipient’s participation in
the cost of the eriginal project or pro-
gram to the current fair market value
of the eguipment, plus any reasonable
shipping or interirmn storage COsts 1n-
curred.

(3 If the recipient is instructed to
otherwise dispose of the equipment, the
recipient shall be reimbursed by the
Federal awarding agency for such costs
incurred in its disposition.

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

(1) The eguipment shall De appro-
priately identified in the award or oth-
erwise made known to the recipient in
writing.

(i1} The Federal awarding agency
shall issue disposition insiructions
withinc 120 calendar days after receipt
of & final inventory The final inven-
tory shell list &1} equipment acquired
with grant funds and federally-owned
eguipment. If the Federal awarding
agency falls to issue disposition in-
structions within the 120 calendar day
period, the recipient shall apply the
standards of this section, a8 appro-
prizte.

(i1} When the Federal 2awarding
agency exercises itg right to take title,

(1]

e}

§215.36

the eguipment shall Le Sual)eci W0 Lhe
provigions for federaliy-owned equil-
ment.

{215.35 Supplies and other

able property.

expend-

(a) Title tc supplies and other ex-
pendable property shall vest in the re-
cipient npon acguisition. 17 there i 2
residual inventory ©f unused supplies
exceeding $500C in  total aggregate
value upon termination or completion
of the project or prograre and the sap-
plies are not needed for any other fed-
erally-sponsorsd project or program,
the recipient shall retain the supplies
for use on non-Federal sponsored ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
ernment for its share. The amount of
compensation shall be computed in the
same manner as for equipment.

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

§215.36 Intangible property.

{a) The recipient may copyright any
work that is subject to copyright and
was developed, or {or woich ownership
was purchased under an award The
Federal awarding agency{ies) reserve a
royalty-fres, nonexclusive and irrev-
ocable right to reproduce, publish, or
otherwige use the work for ¥Federal pur-
poses, and Lo anthorizge others to do s0.

(b) Recipients are subject to applica-
Ple repulations 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-
nesg Firms Under Government Grants,
Contracte and Cooperative Agree-
ments.”

(¢) The Federal Government has the
right to:

(1; Obtain, reproduce, publish or oth-
erwise use the daiz first produced
under an eward.

ATTACHMENT
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(21 Authorize others o receive, repro-
duce, publish, or otherwise use such
data for Federal purposes.

fd) (1; In addition, In response o a
Freadom of Information act (FOIA) re-
qguest for research data relating to pub-
lished ressarch findings produced under
an award that was used by the Federal
Govarnment in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that fhey can be made
available to the public through the pro-
cedures established under the FOTA. If
the Federal awarding agency obtains
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 ig in addition to any fees
the agency may assess under the FOIA
(6 U.8.C. db2(a)4)A).

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

(i} Research dats is defined as the re-
corded factual material commonly ac-
cepted In the sclentific community as
necessary to validate regearch 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 alse do not in-
clude:

{A) Trade secrets, commercial infor-
mation, materials necessary to bs held
confidentizl by & researcher until they
are published, or similar information
which is protected under law; and

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

{ii) Published is defined as either
wher:

(A) Research findings are published
in a peer-reviewed scientific or tech-
nical journal; or
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(B) & TFederal agency publicly and of-
ficially cites the research findings in
support of an agency action that hzas
the force and effect of law.

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

(e) Title to intangithle property and
debt instruments acquired under an
award or subaward vests upon acquisi-
tien in the recipient. The recipient
shall use that property for the origl-
nally-authorized purpose, and the re-
cipient shzll 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-
erty shall ocour in accordance with the
provisions of §215.34(g).

6% 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 impreved with Federal
funde shall be held in trust by the re-
cipient as trustee for the beneficlaries
of the project or program under which
the property was acquired or improved.
Agencies may require reciplents fto
record liens or other appropriate no-
tices of record fto indicate that per-
sonal or real property has been ac-
quired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement

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, eguipment, 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
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of applicable Fedseral statules and ex-
gouiive oraers. Mo additionz] procare-
ment standards or reguirements shall
pe 1mposed by the Federal awarding
apencies upon recipients, unless spe-
cifically reguired by Federal statute or
executive order or zpproved by OMB.

t215.41

The standards convalned in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract{s). The recipient is
the responsible authority, without re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of all contractual and administra-
tive issues arising cut of procurements
entered into in support of an award or
ogther agreement, This includes dis-
putes, claims, proteste of award, source
eveluation or other mapters of a ocon-
irastual nature. Matbters colcerning
viclation of statute are to be referred
to such Federal, State or lecal author-
ity as may have proper jurisdiction.

Recipient responsibilities,

§215.42 Codes of conduct.

The recipient shall maintain written
standards of conduct governing the
performance of its employees engaged
in the award and administration cof
congracts. No employee, officer, or
agent ghall participate in the selection,
award, or administration of & contract
supported by Federal funds if & real or
apparent conflict of interesst would be
involved. Buch a conflict would arise
when the employee, officer, or agent,
any member of his or her immediate
family, his or her partner, or an Orga-
nization which employs or is about to
employ any of the parties indicated
herein, has a financial or other interest
in the firm selected for an award. The
oificers, emplovees, and agents of the
recipient shall neither solicit nor ac-
cept gratuities, favors, or anything of
monetary value from contraciors, or
parties to subagreements. However, re-
cipients may set standards for situa-
vione in which the financial interest is
not substantial or the gift 15 an unso-
licited item of nominzl vaiue. The
standards of conduct shall provide for
disciplinary actions to be applied for
violations of such standards by offi-
cere, employses, or agentis of the re-
cipient

it
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£210.45 Competition.

A1l procurement iransactione shall
be conducted in 2 mMaNner 0 provide,
Lo the meximum exbent practical. open
and Iree competition. The recipient
shall be alert to organizational con-
flicge of inlerest as well a8 noncompesi-
tive practices among contractors that
may restrict or eliminate competivion
or otherwise restrain tratde. In order to
ensure objective contractor per{orm-
ance and eliminate nniair competitive
advantage, contractors that develop or
araft  specifications, requirements,
statements of work, invitations ifcr
bids and/or requests for proposals siall
be excluded from competing for such
procurements. Awards shall be made (o
the bidder or offeror whose bid or offer
is responsive to the solicitation and is
most advantagesus to the recipient,
price, guality and other factors consid-
ered. Solicitations shall clearly se:
forth all requirements that the bidder
or offeror shall inlfill in order for the
bid or offer tc be evaluated by the re-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s
interest to do so.

§{215.44 Procurement procedures.

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

(1) Recipiente avoid purchasing un-
necessary items.

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

{3y Selicitations for goods and serv-
ices provide for all of the following.

(i) A clear and accurate description
of the techmicel reguirements for the
material, product or service Lo be pro-
cured. In competitive procurements,
such a description shall not contain
{eatures which unduly restrict com-
petition.

(i1) Reguirements which the bidder
offeror must fulfili and all other fac-
tors to e used in evaluaiing bide or
proposals,

(i1} A description, whenever pras-
ticable, of technical reguirements in
Terms of functions to be performed or
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performance  reguaired,  including  the
range of accentable characteristics or
minimum acceptable standards.

‘iv) The specific feastures of ‘‘brand
name or equal’ descriptions that bid-
ders are required to meet when such
iterms are inciluded in the solicitation.

{vy The acceptance, to bthe saxtent
practicable and economically feasible,
of products and services dimensioned in
the metric system of measuremens.

(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 tc utilize small businesses,
minority-cwned firms, and women's
husiness enterprises, whenever pos-
sible. Recipients of Federal awards
shail take all of the following steps to
further this goal.

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

(2) Makse information on forthcoming
opportunities avatlable and arrange
time frames for purchases and con-
tracts to sncourage and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's business
enterprises.

{3} Consider in the conftract process
whether firms competing for larger
contracts intend $o subcontract with

small businesses, minority-owned
firms, and women's business enter-
prises.

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

{8) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce's Minor-
ity Business Development Agency in
the sclicitation and utilization of
small businesses, minority-owned firms
and women's business enterprises,

{(¢) The type of procuring instruments
used (e.g., fixed price contracts, cost re-
imbursable contracts, purchase corders,
and incentive contracts) shall be deter-
mined by the recipient but shall be ap-
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propriate for the particular procure-
ment and for promoting the best inter-
est of the program or project involved.
The “oogt-plus-a-percentage-of-cost’”
or ‘“‘percentage of construction cost"
methods of contracting shall not be
used.

{d) Contracts shall be mads only with
responsible contractors who possess
the potential ability to perform suc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be glven to such
matters as coentrachor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary rescurces. In certain
circumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of E.O.5 12648 and 126889,
“Debarment and Suspension.”

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

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

(2) The procurement is expecbed to
exceed the small purchase threshold
fixed at 41 U.8.C. 403 (11) (currently
$25,000) and is to ve awarded without
competition or only one bid or offer is
received in response o & solicitation.

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

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

(5) A proposed contract maodification
changes the scope of a contract 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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every procurement action. Frige anai-
vsir may be accomplished in various
ways, 1inclading the comparison of
price quotations submitted, market
prices and similar indicia, tugether
with discounts. Cost analysis is the re-
view and evaluation of each element of
cost Lo determine reasonablensss,
allocability and aliowability.

£215.46 Procurement records.

Procurement records and files for
purchases in excess of the small pur-
chase thresbold shall include the fol-
lowing at a 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.

A system for contract administration
shall be maintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adequabe and
tirnely iollow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and document, &8s appro-
priate, whether contraciors have met
the terms, conditions and specifica-
ticns of the contract.

§215.48 Contract provigions.

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

{a) Contracts in excess of the small
purchase threshold shall contain con-
tractnal provisions or conditions that
aliow for administrative, contractual,
or lega! remedies in instances in which
a contractor viplates or breaches the
contract terms, and provide for such
rernedial actions as may De appro-
prigte.

(b} All contracts in excess of the
small purchase threshold shall contain
suitable provisions for termination by
the recipient, including the manner by
which termination shall be eflected
and the bhasis for settlement. In addi-
tiom, such contracts shall describe con-
ditions under which the contraci may
be terminated for default as well ag
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conditions where the contract may be
verminated because of circumstances
pevond the control! of the contractor.

{¢) Except as Ootherwise reguired by
statute, an award that reguires the
contracting {(or subcontracting) for
construction or facility improvements
shall provide for the recipient to follow
ite own reguirements relating vo bid
guarantees, periormance bvonds, and
payment bonds unless the constraction
CONLract or subcontract exceeds
$100,000. For those contracts or sub-
contracts excseding $100,000, the Fed-
eral awarding agency may accept the
bonding policy and reguirements of the
recipient, provided the Federal award-
ing agency has meade a determination
that the Federal Government's interest
is adegquately protected. If such a de-
termination has not been made, the
minimum requirements shall be as fol-
lows.

(1) A pid guarantee from each bidder
eguivalent to five percent of the bid
price. The “bid guarantee’ shall cou-
sist of a firm commitment such as a
hid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder shall
npon acceptance of his bid, ezxecute
such contractual documents as may be
reguired within the time specified.

(2) A performance bond on the part of
the contractor for 100 percent of the
contract price. A “performance bond”
is one executed in connection with a
contract o secure fulfillment of all the
contractor’s obligations under such
contract

{3; A paymesnt bond on the part of the
centractor for 100 percent of the con-
tract price. & “payment bond” is one
execubed In ponnection with & contract
te assure payment as required by stat-
ute of all persons supplying labor and
material in the exscotion of the work
provided {or in the contract.

(4) Where bonds are reguired in the
situations described herein, the bonds
shall be obtained from companies hold-
ing certificates of anthority as accept-
able suretiss pursuant to 31 CFR part
223, *'Burety Companies Doing Business
with the United States.”

{d) AU negotiated contracts (except
those for less than the small purchase
threshold) awarded by recipients shall
in¢lude & provision to the effect that
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the recipient, the Faderal awarding
agency, the Compiroller General of the
United States, or any of their duly an-
thorized representatives, shall have ac-
cess ho any books, documents, papers
and records of the contractor which are
directly pertinent $e¢ a specific pro-
gram for the purpose of making audits,

exarminations, excerpts and fran-
scriptions.
(ey All contracts, including small

purchases, awarded by recipients and -

sheir contractors shall contain the pro-
curement provisions of appendix A to
this part, as applicable.

REPORTS AND RECORDS

§2156.50 Purpose of reports and

records.

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

§215.51 Monitoring and reporting pro-
gram performance.

(a) Recipients are responsibie for
managing and monitoring each project,
program, subaward, function or activ-
ity supported by the award. Recipients
ghall monitor subawards to ensure sub-
recipients have me{ the audit require-
ments as delineated in §215.26.

{(b) The Federal awarding agency
shall prescribe the [requency with
which the perfermance reports shall be
submitted. Except as provided in
§215.51(f), performance reports shall
not be required more frequently than
guarterly or, less frequently than an-
nually. Annual reports shall be due 8C
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 reguirements, The {inal
performance reports are due §0 cal-
endar days after the expiration or ter-
mination of the award.

(¢) If inappropriate, a final technical
or performance report shall not be re-
quired after compietion of the project.
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(d) When required, performance re-
ports shall generally contain, for sach
award, brief information on each of the
following.

(1) A comparison of actual accom-
plishments with the goals and objec-
tlves established for the period, the
findings of the inves{igator, or bhoth.
Whenever appropriate and the output
of programs or projects can be readily
quantified, such quantitative data
should be related to cost data for com-
putation of unit costs.

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

(3) Ofther perfinent information in-
cluding, when approprizte, analysis
and explanation of cost overruns or
high unit costs.

(e} Recipients shall not be reguired 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.
Alse, notification shall be given in the
cage of probiems, delays, or adverse
conditions which maderially impair the
ability to meet the objectives of the
award. This notification shall inciude 2
statement of the action taken or con-
templated, and any assistance needed
to resolve the situation.

(g} Federal awarding agencies may
make site visits, as needed.

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

§215.52 PFinancial reporting.

(a) The foliowing forms or such other
forms a8 may be approved by OMB are
authorized for obtaining financial in-
formation from recipients.

(1) SF-263 or SF-26%A, Financial Sta-
tus Report.

(1} Each Federal awarding agency
shall require recipients to use the SPF-
269 or SF-2689A 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, Reguest for Advance
or Reimbursement, or SF-272, Report
of Federal Cash Transactions, ig deter-
mined to provide adequate information
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Lo rrieet ite needs, excepl that a linal
SF-26¢ or SF-2694 shall be reguired at
Lne compietlon of the project whern the
SF-270 is used only for advances

(11; The TFederal awarding agency
shall prescribe whether the report shall
be on a cash or accrual basis. I the
Federal awarding agency reguires ac-
crual information and the recipient's
accounting records are not normally
kept on the acerual basis, the recipient
shall not be reqguired to convert its ac-
sounting system, but shall develop
such accrual information through best
estimates hased on an analysis of the
documentation on hand.

(ii1) The Federal awarding agency
shall determine the frequency 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 reguired more ire-
guently than guarterly or less ire-
guently than annually. A final report
shall be reguired at the completion of
the agreement.

{iv) The Federal awarding agency
shall requoire recipients to submit the
SF-269 or SFP-2604 (an original and no
raore than two copies) no later than 30
days after the end of each specified re-
porting period for guarterly and semi-
annual reports, and 50 calendar days
{for annual and {inal reports. Exten-
sions of reporting due dates may be ap-
proved by the Federal awarding agency
upon reguest of the recipient.

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

(i) When funds are advanced to re-
cipients the Federal awarding agency
shall reguire each recipient to submit
the SF-272 and, when necessary, its
continuation sheet, 8¥F-272a. The Fed-
era]l awarding agency shall use this re-
port to monitor cash advanced to re-
cipients and to obbain disbursement in-
formation for each agreement with The
reciplents.

(i1) Federal awarding agencles may
reguire forecastie of Federal cash re-
quirements in the "“Hemearks’ section
of the report.

{1i1) When practical znd deemed nec-
essary, Federal awarding agencies may
require recipients to report in the
“Remarks” section the amount of cash
advances received in excess of three
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daye. RHecipiente shzll movide short
Narretive explanatione of atTions laken
Lo redluce the eXoess DAlAnCeE.

(ivy Eecipiente shall be reguired to
submit not more than the original and
two coples of the SF-272 15 calendar
days following the end of eath guarter.
The Federa! awarding agencies may re-
guire a rmonthly report fromm those re-
cipients receiving advances Lotaling §i
miilion O IMOre per Vear.

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

{4) When monthly advances do not
exeesd $25,000 per recipient, provided
that such advances are monitored
through other forms contained in this
section,

(B If, in the Federal awarding agen-
cv's opinion, the recipient’'s accounting
contrels are adeguate 1o minimize ex-
cessive Federal advances; or,

(C; When the electronic payment
mecnanisms provide adequate data.

(by When the Federal awarding agen-
¢y needs additional information or
more freguent rteporits, the foliowing
shall be ohserved,

(13 When additional information is
needed o comply with legiglative re-
guirements, Federal awarding agencies
shall issue instructions to reguire re-
cipiente t0 submit such infermation
ander the “Remarks' section of the re-
POTLE.

(2y When a Federal awarding agency
determines that a Tecipient’s account-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation to further moniter awards may
be obtained upon written notice to the
recipient until such time as the system
is brought up to standard The Federal
awarding agency, in obtaining this in-
formation, shall comply with report
clearance requirements of 5 OFR part
1320

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

{47 Federal awarding agencies may
accept the identical information from
the recipients in machine readable {or-
mat or compuber printouts or elec-
tronic outputs in Heu of prescribed for-
MaLs.
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{5y Federal awarding agencies may
provide computer or electronic outputs
Lo recipients when such expedites or
contributes to the accuracy of report-

ing.

4£215.58 Retention and access require-
ments for records.

(«) This section sets forth reguire-
ments [or record retentlon 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, supporting doc-
uments, statistical records, and all
other records pertinent to an award
shall be refained for a period of threa
yvears 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 amnnual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excen-
tions are the following.

(1) If any litigation, claim, or audit is
started before the expiration of the 3-
vear period, the records shall he re-
tained until all litigation, claims or
audit findings involving the records
have been resolved and f{inal 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 Gthe Federal awarding
agency, the 3-year retention require-
ment i5 not applicable to the recipient.

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

(¢) Copies of original records may be
substituted for the orlginal records if
authorized by the PFederal awarding

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

records to its custody from recipients
when it determines that the records
possess long term retenfion value.
Bowever, in order to avoid duplicate
recordkeeping, a Federal awarding
spency may make arrangements for re-
cipients to retain any records that are
continuously needed for joint ase.
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(e} The Federal awarding agency, the
Inspector General, Comptroller Gen-
eral of the United States, or any of
their duly authorigzed representatives,
have the right of timely and unre-
stricted access to any books, docu-
ments, papers, or other records of re-
cipients that are perfinent to the
awards, in order t make audits, ex-
aminaflons, excerpts, transcripts and
coples of such documents. This right
also ineludes timely and reasonabie ac-
cess to a recipient’s personnel for the
purpose of interview and diacussion re-
labed to such documents. The rights of
access In this paragraph are not lim-
{ted to the reguired retention period,
but shall last as long as records are re-
tained.

(f} Unless reguired 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 demcnstrate that such records
shall he kept confidential and would
have been exempted from disclosure
pursuant to the Freadom of Informa-
tion Act (6 U.S.C. 552) if the records
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)(1)
and (gX2) of this section apply %o the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost, alloca-
ticn plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
{such a8 computer usage chargeback

rates or composlte fringe benefit
rates}.

(1) If submitted for megotiation. If the
recipient submits o the Federal

awarding agency or the subrecipient
submits o the reclpieni the proposal,
plan, or other computation to form the
basis for negotiation of the rate, then
the J-year retention period for its sup-
porting records starts on the date of
such subrnission.

(2)y If not submitied for negotiction. 11
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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oulier compuiation ior negotlaflon pur-
poses, then the 3-year retention erict
{or the proposal, plan, or other com-
putation and its supporiing records
starte ab the end of the fisca) year (or
other accounting period) covered by
the proposal, plan, or other COMpuba-
Ti0Ti.

TERMINATION AND ENFORCEMENT

£215.80 Purpose of ierminstion and
enforcement.

Sections 215.61 and 215.62 set forth
uniform suspension, termination and
enforcement procegures.

§215.61 Termination.

(ay Awards may be terminated in
whole or in part only i paragraphs
(a1}, (2 or (3) of this section apply.

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

(2) By tbhe Federal awarding agency
with the consent of the recipient, in
which case the two parbies 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 agsncy written
notification setting forth the reasons
for such terminabion, the effsctive
date, and, in the case of partial termi-
nation, the portion to be terminated.
However, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or modi-
fied porticn of the grant will not ac-
complish the purposes for which the
grant wak made, 1t may terminate the
grant in its entirety under either para-
graphs (&)1} or (2) of this section.

{(b) If cests are allowed under an
awarg¢, the responsibilities of the re-
cipient referred to in §2157i(a), inclug-
ing thoese {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, ag aAppropriabe.

§215.62

(a) Remedies for noncomplionce. I & re-
cipient masweriaily falls to cornply with

Enforcement.

[@5]

o

§215.42

the Lerms and conditiont of an award,
wheoher stated in z Feteral stalgis,
regulation, assurance, applicalion, or
notice of award, the Federal awarding
agency meay, in addition te imposing
any of thne special conditions outlined
in {215.14, take one or more of the {ol-
lowing actions, as approprizie in Lhe
CiToumstalices.

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

(23 Disaliow {that is, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in compliance.

(8y Whelly or partly suspend or ter-
minate the current award.

{4y Withnhold further awards {or the
project 01 program.

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

(o) Hearings and appeals. In talting an
snfpreement action, the awarding
agency shall provide the recipient an
oppermunity for hearing, appeal, or
ovher administrative progeeding to
which the recipient is entitled under
any statute or regulation applicable to
the action involved.

{c} Effects of suspension and iermi-
nation. Costs of a recipient resulting
from obligations incurred by the re-
cipient during a suspension or afier
termination of an award are not allow-
able unless the awarding agency ex-
pressly anthorizes them in the notice
of suspension or termination or subss-
quently. Other recipient costs during
suspension or after termination which
are necessary and not reasonably
avoidable are allowable if paragraphs
{c¥1y and (2) of this section apply.

(1) The coste result from obligations
which were properly incurred by the re-
gipient before the effective date of sus-
pension or termination, are not in an-
ticipation of it, and in the case of & Ler-
mination, are noncancellable.

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

(d) Relutionship to debarmeni ond sus-
pension. The enforcement remedies
identified im this section, including
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suspension and termiinastion, 4o nob
preciude a recipient from being subject
to debarment and suspension under
E.0.s 12549 and 12689 and the Federal
awarding agency Implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requiremeants

§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.

(a) Reclpients shall submit, within 90
calendar 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 Federal awarding agen-
cy authorizes an extension, a recipient
shall liguidate 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 serms and conditions of the award
or In apgency implementing instruc-
tions.

(¢) The Federal awarding agency
shall make prompt payments to a re-
cipient for allowable reimbursable
costs under the award being closed out.

(4) The recipient shall promptly re-
fund any balances of unobligated cash
that the Federal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-1799 governs unreturned amounts that
become delinguent debts.

(e) When authorizad 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 recelved.

(fy The recipient shall account for
any real and personal property ac-
guired with Federal funds or recelved
from the Federal CGovernment [n ac-
cordance with §215.31 through §215.37.

{g) In the event a final audit has not
heen performed prior to the closecut of
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an award, the Federal awerding agency
shall retain the right vo 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 closecut of an award does not
affect any of the fellowing:

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of a lafer audit or
other review.

(2) The obligation of the recipient to
return zny funds due as a result of
later refunds, corrections, or other
transactions. )

(3) Audit requirements in §215.26.

(4) Property management requiras-
ments in §215,31 through §215.37.

(5) Records retention as required in
§215.58.

(by After closeout of an award, a rela-
tionship created tnder 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 znd provisions made for
continuing responsibilities of the re-
cipient, as appropriate.

[69 FR 26281, May 11, 2004, as amended at 70
PR, 51881, Aung. 31, 2005]

§215.73 Collection of amounts due.

(a) Any funds paid to a recipient in
excess of the amount to which the re-
cipient ig finally deterrnined to be enti-
tled 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
ta)1), (2) or (3) of this section.

{1) Making an administrative offset
against other requests for reirmburse-
ments.

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

(3) Taking other action permitted by
statute.

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

ATTACHMENT ... Cro
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OME Circulars ond Guidance

chacge 1nberest on an overdue debt 1n
sweeordance withk 4 CFR Chapler 11,
“Federal  Claims  Collection  Stand-
arde

APPENDIY A TO PeRT 216—CORTRACT
PROVISIONS

Al contracts, awarded by a recipient in-
ciuding small purchases. shall cohialn the
{ollowing provisions ae applicable:

1. Egual Empioyment Opportunity—All con-
yacts shall contaln a provision reguiring
compliance with E.Q. 11246, “'Bqual Employ-
ment Opportunity' {30 FE 12319, 12835, 3
CFR, 1464-1865 Comp,, p. 339), as amended by
E.0. 11375, "Amending Exécutive Order 11746
Relating to Foual Employment Oppor-
tunity,” and as supplemented by regulations
at 41 CFR part 80, "OCffice of Federal Con-
tract Compliance Programe, Bgual Bmploy-
ment Opportunity, Department of labor.™

2 Copeiand "Anti-Kickback' Act (18 U.5.C.
674 and 40 U.5.C. 276c)—Al] contracts and sub-
grants in excess of $2000 for construction or
repalr awarded by recipients and subrecipi-
ente shall inelude a provision {or compliance
with the Gopeland “&nu-Fickback Act {18
U.E.C. 874), as supplemented by Department
of Labor regulations (28 CFR part 2, “Con-
tractors and Subcontractors on Public Build-
ing or Public Work Financed in Whole or in
Part by Loans or Grapts from the United
Btates'’). The Act provides that each con-
tractor or subrecipient shall be prohiblted
irom inducing, by any Imeans, apy PpPerson
employet ir the construction, completion, or
repeir of public work, to give up any part of
the compensation to which he 18 ptherwise
entitled. The recipient shall report all sus-
pected or reported vieclations te the Federal
awarding agency.

2 Dowvis-Bacon Acl, as amended (40 U.5.C
Z76u to a~7)}—When required by Federal pro-
pram legislation, all construction contracts
awardsd Dy the recipiente and subrecipients
of rmore than 52000 shall ipclude 2 provision
for compliance with the Davis-Bacon Act (40
U.B.C. 2762 to a-7) and a: supplemented by
Department of Labor regulations (29 CFR
part 5, “'Labor Standards Provigions Applica-
ble Lo Contracts Governing Federally Fi-
nanced and Assisted Constraction’ ). Under
this sct. contractors shall he required Lo pay
wages 10 laborers and mechanics at a rate
not less then the minimum wages specified
in a wage determination made by the Bec-
retary of Labor. In addition, contraciors
shall be required to pay wages not less than
once a week. The recipient snall place 2 copy
of the carrent prevailing wage determination
issned by the Department of Labor in sach
solicitation and the sward of & contract shall
be conditioned upon the accepiance of the
wage determination The recipient shall re-
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port all suspecled oF reported Viciwllons L
the Federal awarding agency

4 Contract Work Hours and Safely Stardards
Ac! (40 U.S.C. 327-333)—Where applicable, all
contracts awarded by TeCiplents in excess of
32000 for construction contracte angd ir ex-
cess of $2500 for otner contracts that inveive
the employment of mechanics or laborers
shall include & provision lor compilange witl
sections 102 and 107 of the Contract Work
Eours and Salety Standards Act (40 U.B.C.
327-333), ac supplementsd by Department of
Labor regulations (3% OFE part 5), Under ssc-
tion 102 of the Act, szch contractier shall be
required to compute the wages 0f every me-
chanic and laborer on the Lasis of a standard
work week of 40 hours. Work i excess of the
standard weork week is permissible providsd
that the worker is compensated at 2 rave of
not 1238 than 1% times the basic rate of pay
for all hours worked in excess of 40 hours in
the work week. Section 107 of the Act if ap-
plicabnle to construction work and provides
that no laborer or mechanic shall be required
te work in surrounndings or under working
conditions which are unsanitary, hazardous
or dangerous. These requirements de not
apply t¢ the purchases of supplies or mate-
rimls or articles ordinarily avaiiable oo the
cpen market, or contracts {or transportation
or transmission of intelligence.

B. Rights to Inventions Made Under o Con-
tract or Agreement—Contracis Or agreements
for the performance of experimental, devel-
opmental, or research work shall provide for
the rights of the Federal Government and
the recipient n any resulting invention ic
apcoriance with 37 CFR part 401, “RHighis to
lnventiong Made by Nonprefit Organizations
and Small Business Firms Under Govern-
ment Grants, Contracts and OCcoperative
Agreemente,” and any implementing regula-
tions issued Dy the awarding agency.

6. Clean Atr Act (42 U.5.C. 7401 et seq.) and
the Federal Water Pollufiom Control Aet (33
7.5.C. 1251 ef seqg.), as amended—Contracts
and subgrants of amounts in excess of
$100,000 shall coptaln a provision that re-
guires the recipient to agree 10 comply with
a]) applicable standards, orders or regula-
tions issued pursuant to the Olean Alr Act
(42 U.B.C. 7401 e seg.) and the Federal Water
Follution Control Act as amended (33 U.3.C
1251 el seg.). Viclations shall be reporiecd to
the Federal awarding agency and the Fe-
gional Office of the Environinental Fretec-
tion Agency (EFA),

7. Byrd Anti-Lobbying Amendment (31 U.5.C.
1382)—Contractors who apply or bid for an
award of $100,000 or more shall flle the re-
guired certification. Bach tier certifies to
the tier above that it will not and has not
used Federal appropriated funds to pay any
persor or organization for influencing or at-
tempting to influence at officer or employee
of any agency, a member of Congress, officer
or empleyee of Congress, or ac employvee ol &
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Pt 220

member of Congress in connection with ob-
taining any Federal contract, grant or any
other award covered by 31 U.5.C. 1352, Each
tier shall also disclose any lobbying with
non-Federal funds that takes place In con-
naction with obtalning any Federal award,
Such disclosures are forwarded {rom tler to
tler up to the recipient.

B Debarmant and Suspension (E.G.5 12649
and 12689>—A contract award with an
amount expected to equal or excesd $25,000
and certaln other contract awards (see 2 CFR
180.220) shall not be made to parties listed on
the government-wide Excludad Parties List
System, in accordance with the OME guide-
lines at 2 OFR part 180 that implement E.O.8
12648 (3 CFR, 1986 Comp., p. 189) and 12689 (3
CPR, 1989 Comp., p. 235), “Debarment and
Suspensicn.' The Excluded Parties List Sys-
tem contalns the names of parties debarred,
suspended, or otherwise excluded by agen-
cies, as well as parties declared Ineligible
ander statutory or regulatory authority
other than E.O. 12549.

[69 FR 26281, May Il, 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.

220.15 Policy.

220,20 Applcability.

220.25 OME responsibilities.

220.30 Faderal agency responsibiiities.

220.35 REffective date of changes.

22040 Relationshlp t¢ previous issuance.

020,45 Information contact.

APPENDIY A TO PART 280—PRINGIPLES FOR DE-
TERMINING COSTS APPLICABLE TU GRANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATION AL INSTITUTIONS

AUTHORITY: 31 U.8.C. 603; 31 U.S5.C. 1111; 41
U.8.C. 405: Reorganization Plan No, 2 of 1870,
E.0. 11541, 35 FR 10737, 3 CFR., 1866-1570, p.
939,

SOURCE: 0 FR 51881, Aug. 31, 2005 ubless
otherwise noted.

§220.5 Purpose.

This part establishes principles for
determining costs applicable to grants,
contracts, and other agreements with
educational institutions.
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§220.10

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

Scope.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Pederal 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 fo place additional restrictions
on individual items of cost. The suc-
cesaful application of cost accounting
principies requires development of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as to Sheir
scope, implementation, and interpreta-
tion.

$220.20 Applicability.

(a) All Federal agencies that sponsar
research and development, training,
and other work at sducational insfitu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work. The
principles shall also be used as a guide
in the pricing of fixed price or lump
sum agreements.

(1) Each federal agency that awards
defense-reiated contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
sducational 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 99.

§220.25 OMBE responsibilities.

OME is responsible for:

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

{(b) Interpreting the pclicy require-
ments in this part and providing assist-
ance to ensure effective and efficient
implementation.
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CIRCULEE NT. B-LYl

Revised May -0, 20064

m( THT HEBDE OF DYECUTIVE DEFRRTMINTC ZNL ESTABLISHMENTE

for determining coste of

i Ferpose Tnxz {irculer esteb & I

granis, contracts anc other agreements with non-profit orgarlizations. It does
not apply To colleges and universities which are covered by Office ¢f Management
and Budget (OMB) Circular A-21, "Cost Principles for Educaticonal Institutions';
state, loczl, and federally-rescognized Indian tripal governments which are
covered by OME Circuler Z-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 mot 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 arpitrary
limitations on individuzl cost elements by Federzl 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 determining
the costs of work performed by non-profit corganizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs zre used in pricing, administration, or settlement. Bll of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which an organization is not reguired toc account to the Federal
Government for actuzl costs incurred.

L. 21l cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
organization concerned. Thus, If &z subaward is to = non-profit crganizstion,

this Circular shzll apply: if & subaward is to a commercial organization, the

cost principlies applicable to commercizl concerns shall apply; if a subaward is
to & college or university, Circular RA-21 shall apply: if a subaward is o a
State, locel, or federally-recognized Indian tribal government, Cizcular A-87

shali apply.
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D, Prior approval mesans securing the awarding agency's permission in
advance to incur cost for those iiems that are designated as requiring prior
approval by the Circular. Generally this permission will pe in writing. Where

an item of cost reqguiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

sion of some non-profit organizations. Some non-profit organizations,
f their size and nature of operations, can be considered to be similer
cial congerns for purpose of applicability of cost priancipliles. Such

t organizations shall operate under Fsderal cost prlnc1ple5 applicable
cial =Zoncerns. A listing of these organizations is contained in

. Other organizations may be added from time to time.
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Responsibilities. Agencies responsible for admini ring programg that
e awards zo non-profit organizations shall 1mplemenu the provisions

ular. Upon reguest, Implementing instruction shall be furnished

ncies shall designate az liaison official to serve as the agency

ative on matters relating to the implementation of this Circular. The

.

t

cr O
Q th

e of such representative shall be furnished to OMB within 30 days
of this Circular.

7 Ettachments. The principles and related policy guides are set forth in the
following Attachments:

Attachment B - General Principles

httachment B Selected Items of Cost

Attachment C Non-Profit Organizations Not Subiject To This Circular

3. Reguests for exceptions. OWMB may grant exceptions to tne reguirements o
this Circular when permissible under existing law. However, in the interast of
achieving maximum uniformity, exceptions will be permitted only In highly

unuvsual circumstances.

9. Effective Date. The provisions of this Circular are 2ffective lmmediataly.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal ysar. Tror
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. EBarlier implementation, or & delay in
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& Be Tor The performance ! the awerd and bhe allucahnis
Lhercto pnder these

oo Confarm v any JimlTations or srxolusionz set [ovIn Lo nhsmne
print.pies or Ln the award as L0 tvoes or amount of cost 3o

< Be consictent with policies and procedures that apply uniiorml
“roboln federally-financed and other activitles of the organlzatlion

d Be accorded comsistent treatment

Be determined In acoordance witn genezralily accepied sccounting
)

printiplas (GAARP

matohing requi

r
Turrxent or @ pricr period.

adequately documented.

o]
o
3]

3 Reascnabie costs. A cost 2Y amount,
iT doess not exceed that which would under <he
circumstances prevaliling at the tims C1is10 S s
The gquestion of the reasonableness of specifiic costs must be scrutinized with
particular care in connection with organizations or sepazste divisions thereof
which receive the preponderance of their support from awards made by Federal
agencies. In determining the reasonableness of a given cost, consideration
shall be given to:

a. Whether the cost Zs of a type generally recognized as ordinarny
and necessary for the operation of the organization or the performance o the

6 ATTACHMENT




IndIviauals LOnUerned

Tl ooamst Their Tesponginpil lies St
m=inne s, iznts, the puniic et large,
GOVeTTImELT

I LZ toer GIoLhe

OrGAnLLIZATIen Which
4, kijozable COSTE.

2. L cost is aliocable Lo a particuiar cost obJective, such &5 2
grant, contract, project, service, or CTivity cocordance with the
relarive menefits received., B cost is le e awerd if it s
treated consistently with other costs incurred for The same purpose in lxe
circumstances and 1I 1t:

(1) Is incurred specificalily for the award.

{2) Benefits both the award and other work and can be
distributed in reascnable proportion to the bensfits received, or

Q

{3} Is necessary to the overall operaticn of the crganizatiom,
zithough & direct relationship tec 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 deficiencies, or tc aveoid restrictions imposed by law cr by the terms o
the award.

(R

5. Applicable credits.

a. The term applicable credits refers to those receipts, or
ion of expenditures which operate to offset or reduce expense ltems that
locable to awards as direct or indirect costs. Typical examples of su
ransactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments oz
rroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federai
Government either as a cost reduction or cash refund, as appropriate.

H
m Q.

(S
T

educt
re al o

et

T

b. 1In some instances, the amounts recsived from the Federal
Government to finance organizational activities or service operatlons should be
treated as applicable credits. Specifically, the concept of netting such credit
items against related expenditures should be applied by the crganization in
determining the rates or amounts to be charged to Federazl awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

2. For rules covering program income (i.e., gross 1lncome earned
from federally-supported activities) see Sec. .24 of Office of Management and
EBudget {OMB) Circuler 2-1190, "Uniform Administrative Regulrements IZor Grants and
Agreemenis with Institutions of Higher Education, Hospitals, and Other Non-
Profit Ozrganizations.”
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The inourrer

T oonoany elem,

erempions
& OMB auinorizes conditional sxemptlion from OMB adminiscrative
st principles circulars for certain Federal programs with

X irc :
ized consclidated planning and consolidated administrative

b Bl a identvified by a Federal agency and spproved by the head of
Tne Brecutive department or establlishment. A Federal agency shall conzult with
MB during iis consideration of whether o grant such an exemptlon.

b, To promote efficiency in State and lccel program administZza-ion,

wnen Federal non-entitliement programs with common purposes have specil:ic
swaturorily-authorized consolidated planning and consolidated administratiwve
funding and wherse most of the State agency's resources come from non-federal
sources, Federal adgencles may exempt these covsxed Stats-administerasd, naon-
antvitlement grant orograms from certain OMB grants management reguirements. The
exemptions would be from all but the a;locab;ll-y of costs provisions of OMB
Tirculars A-37 (Attachment 2, subsection C.3), "Cost Principlies for State,
Local, and Indian Tribal Governments," B-21 (Section C, subpart 4}, "Cost
Principles for EBducational Institutions,” and 2-122 Aitacwmen_ A, subsection
A.4), "Cost Principles for Non~Profit Organizations," and from all of the
administrative reguirements provisions of OMB Circular A-117, "Uniform
Administcrative Requirements for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,"” and ths
agencies' grants management common rule.

c. When a Federal agency provides this flexibility, as a

crarequisite to a State's exercising this option, a State must adopt its own

fiscal and administrative requirements for expending and acceounting for
all funds, which ars consistent with the provisions of OMB Circular A-87, and
extend such policies to all subrecipients. These fiscel and administrative
regquirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatery provisiorns,
costs are reasonable and necessary for operating these programs, and Iunds are
not be used for general zxpenses regquired to carry out other responsibilities of
a2 State or its subrecipients,

3. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, or
other direct activity of an organization. However, a cest may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like zircumstance, has been allocated to an award as an indirect cost. Costs

identified specifically with awards are direct costs of the awards and are Lo be
assigned directly thereto. Costs identified specifically with other final cost

8 Y
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Bowever, =Ven Though These C0stes are ULarlo es of computing
crargas to Feasrzl awsrcs, they noneltheless as direct cousts for
purposes of determining indirect 20ST rates 2C the.r share of The
crgarization's wndirect costs 1f they repre wiiich (1) include the
calaries of personnel, () occupy sSpace, an rom the organization's
indirect coste.

4. The costs of activities performed primerily as a service o members,
clients, or 1ne general puklic when significant and necessary to the
orgarizaticn's mission must be treated as direct costs whether or not allowable
and be zllocated an egquitable share of indirect costs. Some examples ol these

types of activities include:

a. Maintenance of membership rolls, subscriptions, publications,
aznd related functions.

. Providing services and informaticn te members, legislative or
administrative podies, ¢r the public.

<. Promotion, lobbying, and other forms of public relations.

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

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

f. Aaministration c¢f group benefits on behalf of members or

ciients, including life and hospital insurance, anouity or retirement plans,
financial aid, etc.

C., Indirect Costs

1. Indirect costs are those that have been incurred for common or Joint
cbjectives and cannot be readily identified with a particular final cost
chbjective. Direct cost of minor amounts may be treated as indirect costs under
the conditiens described in subparagraph B.2. After direct cests have been
determined and azssigned directly to awards or other work as appropriate,
indirect costs are those remeining to pe allocated to benefiting cost
objectives. A cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpcse, in like circumstances, has been
assigned to an award as a direct cost.

z. Because of the diverse characteristics and accounting practices of
non-profit organizations, 1t i1s not possible to specify the types of cost which
meyv be classified as indirect cost in &)1 situstions. However, typical examples
¢f indirect cost for many non-profit organizetions may include depreciation or
g ATTACHMENT oMo
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TWC SIT0ac
defined zs and
Dit improvamant dan:
sguipment and capitel Impro
"hdministration" 1s defi
suzh as the director's off
i a other types of e¥penditure
weoliis 3 of subcategories of "Faciliiles” (i
atlocations from other pools, where applicablie). S3ze indiract
raporiling reguirsmants in subtaragraphs D.Z.e and D.2.g

Lilozation of Indirect Costs and Determination of Indirsct Cost Rates
1 General
2. Where a non-profit organization has only one major function, or

where all 1ts major functions benefit from its indirect Costs Lo approXimately
egree, the allocation of indirect costs and the computaticon of an

s e may be accomplished through simplified allocation progedures,

ubparagraph 2.

o
b
fau]
(.fJ r!

several major functicns which benefit
allocation of indirect costs may

. Where an organization
rect cosis in varying deg

s
S

s
~r

raguire Tt umulation of such costs into separate cCCST groupings which thnen

are allocated individually to benefiting funcrions by means of a base which pest

measures - he indirect costs allocated o =zac

G5

awards and other activities 1nc;.de

st rate(s).

i

ative degrese of bsznefit. T

n distributed fo individual
~

< The determination ¢f what constitutes an organization's meior
functions will depend on its purpose in being; the types of s2rvices it renders
0 The public, its clients, and its members; and the amcount of effort it devotes
to such activities as fundraising, public information and membership activities

d. Specific methods for allocating indirect =csts and computing
indirect cost rates along with the conditions under which each method should be
usaed are described in subparagraphs 2 through 5.

e. The hszse period for the allcocation of indirect costs is the

period in which such costs are incurred and accumulated for allocation to work
erformed in that period. The bhase period mormally should coincide with the
organization's fiscal year but, in any event, shall be s0 selected as to avoild

ia

inequities in the allocation of the costs.

'U

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 bhase period as either direct or indirect, and (ii) dividing the total
zliowable indirect costs (net of applicable credits) by an equitable

e e e ~

10 ATTACHMENT .
.. | Pace 10.... oF .S paGEs




I Both the divest ooste and The LLQireCt COSTL Zhe.. wxi-oude
capiteld expendirtures and unelilowable C0STs.  REOwWever, Unizd-owanie TOsSLE wWhich
represent astiviblies must be included in The CoYect COSLS under the conditions
descrilbed L1 subparagraph B.G

c. The distribution base may be —otal direcr costs {exciuding
capital expenditures and other distorting ltesms, such as mejor subcoOnTrXalts or
sungranzs), direct szlaries and wages, or otiher Dase which results in azn
eguitable distribution. The distributlon base shall generally excliuds
participant suppert costs ag defined in paragraph 3z cf Atrachment E.

d. Except where a special rate(s) 1s reguired in accordance with
subparagraph 5, the indirect cost rate developed under the above principles s
applicable toc all awards at the crganiration. If a special rate{s) ls reguired,
appropriate modifications shall be made in order to develop the specizl ratels).

=. For an organizaticn that receives meore than 510 million in
Federzl funding of direct costs in a fiscal year, & breakout of the indirect
cost component into two broad cate gories, Facilities and Ldministration as
defined in subparagraph C.3, is required. The rate in sach case shail be stated
as the percentage which the amount of the particular indirect cost category
{+.e., Facilities or Administration} is of the distribution base ildentified with
that category.

2. Multiple allocation base method

. General. Where an organization's indirect costs benefit 1ts
mejor functions in Varying degrees, indirect costs shall be accumulated inte
separate cost groupings, as described in subparagraph b. Each grouping shall
then be silocated individually to bepefitting functions by means of 2 base which
best measures the relative benefits. The default allocation bases by cost pool
are described in subparagraph c.

n. Identification of indirect ceosts. Cost groupings shall be
established s0 25 to permit the ailocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool

of expenses that are of like character in terms of functions they benefit and in
rterms of the zllocation base which best measures the relative benefits provided
to eagh function. The groupings are clessified within the twe broad categoeries:
"Facilities" and "Bdministretion,” as described in subparagraph C.3. The
incirect cost pools are defined as follows:

(1} Depreciation and use allowances. The expenses under this
heading are the pertion of the cosis ¢f the organization’s buildings, capital
improvements to land and buildings, and equipment which are computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
zllowances")
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Ty: o spase and caplial i
recesving. The opaeration and

its allocable share of 7
and interest costs.

rance pmﬂvns cataqgory sb
benef:t :35:3, depreciation and

(4) General administration and general expenses. The expenses
under this heading are fnose that have been incurred for the overall general
executive and administrative offices of the organizatien and cother expenses of a
general nature which do not relate scolely to any major function of the
organization. This category shall also include its allocable share of £
penefit costs, operation and maintenance expense, depreciation and use
zllowances, 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, gsneral
counsel, managemant information systems, and library costs.

ing

ai
[t}

-

In develeoping this cost pool, special care should be exercised to ensure thac
co3ts incurred IZor the same purpose in like circumstances are treated

consistently as =zither direct or indirect costs. For zxample, salariss orf

technical steif, roject supplias, project puklication, telephonz toll charges,

computer costs, travel costs, and speclalized services costs shall be treated 2
Q

[0
xi)
=
(X

direct costs wherev rdentifiabhie to a particular preogram. The salarie
wages of administrative and pogled clerical staff should normally be treated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity explicitly regquires 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 nermally be treated as indirect costs,

c. Allocation pases. Actual conditions shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions. The essential consideration in selecting a method or a

base is that it 1s the cne best suited for assigning cthe pool of costs to cost
obiectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
rzlationship is determinable. When an allocation can be made by assignment cf a
cost grouping directly fo the function henefited, the allocation shall be made
in that mannevr. Whan the expenses in a cost grouping are more general in nature,
the allscation shall be made through the use of a selected base which produces
resulfs 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 demonstrataed that the use of a different base would result in a
more eguitable allocation of the costs, or that a more readily available base
would not increase thes costs charged to sponsored awards. The rasults of

e e >,
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(1) or use clilowzmces on puildings usec for
nere “harn one funcTiol, and improvements and sgUipment usea N such
puzldings, shzll be aliozat ndividual funcrtions performed i1 sach
Loilding on the pesis of usable square feet oI space, excliuding CoOmmon &ress,
such 28 hzllways, steirwells, and restroome.

ic; Depreciation or use allowances on buildings, capital
— k] 4—
L .

improvements and eguipment related space (e.g., individual rooms, and
laborateries! used jointly by more than one function (as determined by Lhe users
of the space) shall be treated as follows. The cost of each Jointly used unit

to the benefitting functions on the basis of:

of space shall be allocated to

{i) the emplovees and other users on & full-time
ziaries and wages of those individual functions

eguivalent {(FTE) hasis or i
that space; or

s
benefztting from the use of

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

{d) Depreciation or use allowances on certain capitel
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, not included in the cest of buildings, shall be allocated To user

egories on a FTE basis and distributed to major functions in proportion to
the salaries and wages of all employees applicable to the Iunctions.

{2y Interest. Interest costs shall be zllocated in the same
manner as the depreciation or use allowances on the buildings, egulipment and
capital ecuipments to which the interest relates.

(2} Operation and meaintenance eXpenses. Uperation and
maintenance expenses shall be allocated in the same manner as the depreciation
and use allowances.

14} Genmeral administration and general expenses. General
acmiristration and gemeral expenses shall be allocated to benefitting functions
based on modified total direct costs (MTDC), &s desczribed in subparagraph D.3.1.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services cor provide benefits.
The aggregate expenses of each group shall then be allocated to benefitting
functicens based on MTDC.

d. Order of distribution.

1) Indirect cost ceategories consisting of depre eciztion
use allowances, interest, operation and maintenance, and general administ

0
i
‘ >
)
x
<
m
Z
__’




aavltoLrn s more aguls
an Aappropriste modific
noragu red

. Dpplic
spetlial ingdirect oo

.
&
Lhe separdate grouplngs
-
.

rate or rates. Except whare a
T is ragu.ved in accordance with subparagraph D.

£ indirect cosuts allocerted to each major Zunction shal
2d as a common pocl for that fanctian. The costs 1in the
ba distributed to individual awards included in that
ngie indirect cost rate.

me aggregatad and
common pocl shall
funotion ny use of a

f. Distribution basis. 1Indirect cos*s shall be distributed to
applicable sponsored awards and other bepefitting activities within each major
function on the basis of MTDC. MIDC consists of all salaries and wages, fringe
aterials and supplies, ssrvices, travel, and subgrants and
s up to the first $25,000 of szach subgrant or subconvtract {(regardless
iod covered by the subgrant or subcoentract). Eguioment, capit
; s, charges for patient care, rental costs and the portion 1n
of 525,000 shail be excluded from MTDC. Participant support costs shall

&

1 xcluded from MTDC. Other items may only be excluded when tThs
1 cost cognizant agency determines that an exclusion is necessary To aveid
a sericous inequity in the distribution of indirect costs,

dividual Rate Components. An indirect cost rate shall e
h separate indirect cost pool developed. The rate in =ach
ed as the percentage which the amount of the particular

1 is of the distribution base identified with that pool. Each
e negotiation or determination agreement shall include
development of the rate for each indirect cost pool as well as the overall
indireect cost rate. The indirect cost pools shall be classified within two
broad catagories: "Facilities" and "Administration,™ as described in
subparagraph C.3.

4., Direct allocation method.

2. Some non-proflt organizations treat all costs as direct cests
except general administration and gensral expenses. These organizations
generally separate their costs inte three basic categories: (i} General
administration and general expenses, (i1i} fundraising, and {iii} other direct
functions (including projects performed under Federal awards). Joint costs,
such as depreciation, rantal costs, operation and maintenance of faclilities,
telephone expenses, and the like are prorated individually as direct costs to
each category and to esach award or other activity using a base most approoriate
to the particular cost beling prorated.

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

14 e
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SADLETE

ect cCost rates. In some instances, & single indirect
vities of an ozganizat:un or for ezcn mejor fanction of
the organization may LOT De appropriate, since it would nol téke L1nto account
*huse different factors which may substantially affect the indirect costs
apoticable to a particular segment of work. Tor this purpose, a particular
segment of work may be that performed under a single award or 1t mey consist of
work under a group of awards performed in a common environment. These factors

may include the physical location of the work, the level of administratvive
support required, the mature of the facilities or other resources employed, the
scientific disciplines or technigcal skills involved, the corganizational
arrangements used, or any combinaticn thereof. When a particular segment of
work is performed in an environment which appears to generate & significantly
different level of indirect costs, provisions should be made for a separate
indirect cost pocl applicable to such work. The separate indirect cost pocl
should be developed during the course of the regular allocation process, and the
separate indirect ccst rate resulring therefrom should be used, provided it Is
determined that (i) the rate differs significantly from thst which would have

been obtained under subparagraphs 2, 3, and 4, and {i1]) the volume of work to

which the rate would apply is materiszl.
E. ©Negotiatiorn and Approval of Indirect Cost Ra
1. Definitions. B&s used in this section, the following Terms have the

meanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organization on
behalf of &1l Federzl agencies.

L. FPredetermined rate meanes an indirect cost rate, applicable to a
specified current or future period, usually the organization's fliscal year. The
rate 15 based on an estimate of the costs to be incurred during the period, &
predetermined rate s not subject to adjustment.

¢

c. Fired rate means an indirect cost rate which has the same
tics as a predetermined rate, except that the difference between the

characteris s
estimated costs and the actual costs of the period covered by the rate 1is
carried forward as an adjustment to the rate computation of a subsequent period.

d. Final rate means an indirect cost rate applicakle to & specified
past period which is based on the actual costis of the pericd. 2 final rate 1is
T subject to adjustment.
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Droposal

Lanmant

arrangemaents are agreed to by the agencies

b the largest dollar value of awards with an
s

a

$35
roncernaed, the Faderal
orgarization will be d
approval of the indire

the cognizant agency for the negotiation and
s and, where neczessary, other rates such as
Iringe 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 ]

as
ot

Fedaral awards to the organization. 211 czoncerned Federal agenciess sha
given the opportunity to participate in the megotiation process but, aft a
rzte has been agresd upon, it will be accepted by all Federal agencies. Whzn a

ral agency has reason Zo helieve that special operating factors aFfecting

te
edea
1ts awards necessitate special indirect cost rates in accordance with
ub e time the rates are negotiated, noTify
e

paragraph D. %, it will, prior to th
cogniczant agency.

b. A non-profit organization which has not previously establishe

an indirect cost rate with a rederal agency shall submit its initial indirect
Tost proposal ilmmediately azfter the organization is advised that an award wiil
e made and, In no event, later than three months after the eifective date of
the award

©. Organizations that nave previously established indizact cost
rates must submit a new indirect cest proposal to the cognizant agency within
six months after the ciose of esach fiscal year.

d. A predetermined rate may be negotiated for use on awards where
there 1s reasonable assurance, based on past experience and reliable projection
of the organization's c st that the rate is not likely to exceed 2 rate hased

on the organization's actudl costs.

e. Fized rates may be negotiated where predetermined rates are not
considered appropriats. B fixzed rate, however, shall not be negotiared if (i}
all or a substantial pertion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-federal work at the organization is too erratic to permit an eguitable
carry-forward adjustment; or (iii) the organizetion's operations fluctuate

significantly from year to vyear.

f. Provisicnal and finzl rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.

—
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8 Bonding <o3ts

L Communization 2oshs

3 Compensation suryices

9. Tontinasency

= 0. oefense and criminel and civil srose clazims, appez.d

and patent i

11 Depreciation allowancaes

z Donstions an

23 cmployes morale, 1 welZare cosis

i4 Zntertalnment Costs

15, Bquipment and other capitszl axpendizures

16, Fines and penalties

17 Fund raising and Investment Manadement oo051S

ig Gairs and losses oT cepraciable assets

19. Goods or services Ior parsonal us:

20. Housing and personal living expenses
2. Tdle facilities and i1dle zapacity

2% Insurance and indamnification
23. Interest

24, Labor rziations 20sis

25, Lobbying

26 Losses on other sponsored 3graemencs Or Ccontracts
27 Maintenance and rapalr 20stsE

28 Materials and supplies costs

24, Meetings and "onferen:es

a. Memberships, subscriptions, and professional activiiy costs

W oW W
[S =

Orgeanization ccsts

Page charges in profzssional journals
Participant support costs

Patent COsts

Plant and homeland s=acurity Ccstis
Pre-agreement costs

W W W
Sy s W

37. Professional services <ostis
38 Publication and printing costs
35. Rearrangement and alteration costs
40. Reconversion costs
41, Recrulting costs
42. Relocation costs
43. Rentsl costs of buildings and 2gquipment
44, Rovyalties and other costs for use of patents and copyrights
45. S@lliﬂg and marketing
46. Specialized service facilities
47. Tazxes
48. Termination costs applicable to sponsored agresments
18 T e
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a.

TrT liary adminishr .
racdio and television,

5, and The like.

Newsnapsy

transminh

Tione and means Those

B. The cerm public relatinns Lnciudes COMMURLTY &l
a

a
activities dedicated to maintalning the image of The non-L organization or

mzinvalning or promoting understanding and fazvorable relations witn =he
community or public at large or any ssgment of the public

non-proric
Atzachmen:

costanh g

{3} The disposal of scrap or surplas mater: he
performance 0f a Federal award eXcept when non-profit org
reimbursed for disposal costs at a2 predetermined amount; or

d. The only allowable public relations costs are:

{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 nzcessary as part of the osutresch =ffort fo:
the Federal award); or

{3) Costs of conducting general liaison with news media and
government public relations ofiicers, to the sxtent that such activities are
limited to communication and llaison neczessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,

financial matters, e=c.

20 ATTACHMENT N\
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Unallovialle advertising and pubii? relallong Costs Lntluoe The

following:

fly LI advertising ang puLlic coste oTher Lhal as
spectfisd in supparagraphs ¢, d, and &/

177 Zecests of meetings, conventi

related To other actrvities of the non—p

anc cother

i) Costs of meeting roome, hospitality suites,
special faciiities used LIn conjunctien with shows and other special events; and

(%]

‘?Jﬁ’

C)

es and wages of employess engaged 1L setting up and
, mak dem

onstrations, and providing briefings;

m -

ari
displaying exhibit ng
S osts of promotionazl items and memorabiliz, including models,
gifts, and souvenircs;
i4) Costs of advertising and public relations designed solely to
promote the non-proiit organization.

Z. bdvisory Councils
Costs incerred by advisory councils or committees are allowable as

&
where authorized by the Federzl awarding agency oI a$ &an ingdirect <cs
allocable to Tederal awards.

cdirect cost
t where

3. Elconolic beverages. Costs of alcohollc beverages are unallowable.
4, Audit costs and related services

2 The costs of audits reguired by , and performed in accordance with, the
Single Budit Act, as implemented by Circular A-133, "zmudirs of States, Local
Governments, and Nom-Profit Organizations” are allowable. Elso see 31 USC
7505 (b} and section 230 (YAudit Costs”) of Circular A-133.

b. Other audit costs are allowabie if included in an indirect cost =
proposal, or 1f specificelly approved by the awarding agency as & dire ct cest Lo

an award.

c. The cost of agreed-upon procedures engagements tc monitor subrecipients who
are erempted from A-133 under section 200(d) are allowable, subject toc the
conditions listed inm A-1323, section 230 (b){2).

;  ATTACHMENT .. D) .
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" Tosts i bonding reguired by the non-profift organization in the
general conduct of Its operations zre allowable tc the sxtent that such nonding
13 in oacoordance with sound business practice and the rates and pramiuams are
reasonabie under the clrcumstances.

7

Uommunication c¢osts. O
distance telephong calls, t
—ransmiztal services and th

ts incurred for telephone sers
egrams, pos;age, messenger
e like are allowable.
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ensation for personal servi includes all
or accrued py tThe O-ganlzatlon for services ¢
e period of the award (except as otherwise provided

i

g C

, but is pot limited to, salaries, wag
teg member's fees, incentive awards, fringe
llowances for off-site pay, incentive p

ay, and cost of living differentials.

<
plan costs,
s, hardship

5. llowability. Except as otherwise specifically orovided in thi
paragraph, the costs of such compensation are allowable To the extent that
X grapn, I

{1y Total compensation to individual employess is re=ascnable for the
ndered and conforms to the established pcolicy of the organ zatli
y applied to both Federal and non-Federal activities; and

o

rr i
p;n

(2] Charges to awards whether treated as direct or indirect costs
are detzrmined and supported as reguired in this paragraph.

. PReasonableness.

{1} When the organization is predominantly engaged in activities
other than thoss sponsored by the Federal Government, compensation f0“ amplove
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.

\'D

S

2) When the organization is predominantly engaged in federally-

{
sponsored activities and in cases where the kind of employees required Ior :the
Federal activities are not found in the crganization's cthexr activities,

22 -
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awards where

-
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ULreasonalis. Among sSuch

directors, associates, offs here
Determination should be made that such compensation 1s reasonable
personal services rendered rather thar a distripution of ecarnings
CoSLS

{7y Rny change in an crganizetion's compernsation poclicy
2 substantial increase in the organization's level of compensation,
when it was concurrent with an increase in the ratlic of Federzl awa
activities ¢f the organization or any change In the treatment of ai
specific <ypes of compensation due tc changes in Federal policy.

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

oot

{ Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overtime, extra-pey shifts, and multi-shift work are allowabls only with the
prior approval of the awerding agency except:

{11 When necessary to Cope with emergencies, such as those resulting
from accidents, natural disasters, breakdowns of eguipment, or occasiona
cperationzl bottlenecks of a2 sporadic nature.

n

{?) When employees are performing indirect functions, such a

administration, maintenance, or accounting.
{3} In the performance cf fests, laboratory procsdures, oI other
similar operations which are continuous in nature and cannot reasonatly be

interrupted cr otherwise completed.

{4) When lower overall cost to the Fedesral Government will result.

g. Fringe benefits.

(1) Fringe benefits in the form of regular compensation pald to
empioyees during periods of authorized absences Zrom the job, such as vacation
leave, sick leave, military leave, ang the iike, are allowable, provided such
costs are abscrbed by &ll organization activities in proportion to the relative
amount of time or effort actually devoted to each.

{27} Fringe benefits in the form of employer contributions or
evpenses for social security, employee insurance, workmen's compensation
insurance, pensiocn plan costs (see subparagraph b}, and the like, are zilowable,
provided such benefits are granted in accordance with established wraitten
organization policies. Such benefits whether treated as lndirect Costs or &s
<

direct costs, shall be distributed —o particuler awards and other activities In
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() Where an organizatlion
2xpensing actual payments to, or on behalf o

mpioyees oOr former emproyess For

Unemployment Compensatlion or workers' compensation, such paymenti are colowalkle

.n the year of payment with the pricr approval of the swarding agzncy, providad
1

L
Tney are allocated to all activities of the organization.

(4} Costs of insurance on the lives of trustees, cfiicers, or other
smplovess holding positions of similar responsibility are allowable only to the
extent that the insurance represents additiocnal compensation. The costs of such
insurance when the organization is named as beneficiary are unallowable.

h. Organizetion-furnished automobiles. That portion of the co:
organizatien-furnished automobiles that relates to personal us
{including transportation to and from work) is unallowable a
indirect costs regardless of whether the cost is reported as
the employees. These zosts are allowable as direct costs to
when necessary for the performance of the sponsored award and

awarding agencies.

i, Pepnsion plan costs
{1} Costs of the organization's pension plan which are incurred in
accordancs with the established policies of the organization are allowable,
provided

iz) Such policies meet the test of reasonablensss;
() The methods of cost allocation are not discriminatory:
{¢c) The cost assigned to each fiscal year is determined i

in Recounting Principles Roard Opinion No. 8 issued by the American Instlitute of
Certified Public Accountants; and

{dy The costs assigned to a given fiscal year are funded Zor
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 liab:lity bevond 30 days after each guarter of the year to which
such costs are assignable are unallowable.

{2} Pension plan terminaticn insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 83-406) are
allowabie. Late payment charges on such premiums are unallowable.
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Severance pay, alse commonly rei
& payment in addition teo regular salaries and Wa ,
whose employment is being terminated. Costs of severance pay are allowaple only
+o the extent that in sach case, 1t 1s reguired by
tal law,
{b) employer-emplicyee agreement,
(¢ established policy that constituies, in effect., an mpliied
agreement on the organization's part, or
{d) circumstances of tThe perticular employment,

- w =
rganizations 1o worker
e

i2) Costs of severance payments are divided into two categories as
= h
follows:

a) Actual normal turnover severance payments =
allocated to all activities; or, where the organization provides reserve
<

S
or &
for normal Sseverances, su:h method will be acceptablﬂ if the charge to current
or
e

b 5

operations is reasonable in light of payments actually made for normal
Severances over a representative past period, and i1f amcunts charged are
zllocated To all activities of the organization.

(b} Abnormal or mass severance pay is of sucth 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. Lowever, the
Federal Government recognizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowapility will be cons:idered
on a case~by-case basis in the event or occurrence.

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

{d] Severance payments to foreign nationals emplcyed by the
organirzation outside the United States, to the extent that the amount exceeds
the customary cr prevailing practices for the organization in the United States
zre unallowable, unless they are necessary for the performance of Feders
programs and approved by awarding agencles.

ie) Severance payments to foreign naticnels employed by the
crganization outside the Unjted States due to the termination of the foreign
national zs a result of the closing of, or curtailment of activities by, the
crganization in that country, are unallowable, unless they are necessary for the
performaence of Federal programs and approved by awardipg agencies.
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i Repors La 5 the distribucion of activiity of each ampl oy
muat be maintained for all s+vzif members (professionals and nonprofessionals,
whose compensation 1s charge whole or inp wart, directly to awards Ir
add_Ticn, in order LG SUppor allocation of indirect costs, such reports
masT alsc he malntained Foz emplovees whose work involves tfwo or moers
funztions nr sctivities :f & disrribution of their compensation beitwesn such
functiona or activitias .5 nesded in the determination of the organization's
indirect cost rate{s; {e. , an employee engaged part-fime in indirect cost

n direct function). Reports maintained by non-

g.
activitiaes and part-time 1n a
atlsfy these reguirements must meet the foliowing

profit organizations to s
standards;:

{aj The reporis must reflect an after-the-fact deferminaticn
of the actusl activity of zach employes. Budget estimetes (i.2., imates
determined bhefore the services are performed) do not gualify as support for
charges To awards

{b} Each report muast account for
empioyess are compensated and which 1s required in
obillgations Lo the organization.

(c} The reports must De signed by the individual emplioyes, or
onsible supervisory cfficial having first hand knowledge cf the
s performed by the employee, that the distribution of activity
s & reasonable estimate of the actual work performed by the employse
e periods covered by the reports.

ts must be prepared at ieast monthly and must
coincide with one or mere pay perl

{3) Charges for the salaries and wages of nonprofessional employess,
n addition to the supporting documsentation described in subparagraphs (1) and
Zi, must alsc 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 3tandards Act (FLSA) (29 CFR Part 516). Feor this
purpcse, the term "nonprofessional employese"” 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 clailmed for reimbursement from awarding agencies.

. Contingency provisions. Contributions to a contingsncy reserve or any
similar provision made for events the occurrsnce of which cannot be foretold
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= DefinlTions

{7} Zonviction, a8 used herein, mearns a judgment cr & conviction of
inal cffense by any court of competent jurisdiction, whether entered upon
ze 2z verdict or & ples, including a conviction due to a piee of nolo contendere.

12} Costs include, but are not limited to, agministrative and
clerical expenses; the cost of legal services, whether pericrmed by in-house or
private counsel; and the costs of the services of accountants, consultants, or

thers retained by the organization to assist it; costs of empioyees, ofiicers
and trustees, and any similar costs incurred before, during, and after
commencement of a jodicial or administrative proceeding that bhears a direct
relationship to the proceedings.

{2t Fraud, as used herein, means i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt 1ts agents, (ii) acts
that constitute a cause for debarment or suspension (as specified in agenc
regulations}, and {iiiy) acts which wviclate the False Claims Act, 31 U.S.C.,

sections 3729-32731, or the hnti-Kickback ARct, 41 U.5.C., sections 51 and LH4.

._I\

) Pernaliy does not include restitution, reimbursement, oI
AMAGES.

er
Compensacory d ge

{5y Proceeding ‘ncludes an investigation.
d g

L =

D. (1) Except as otherwise described herein, costs incurred in
connection with any criminal, civil or administrative preoceeding (including
filing of & false certification) commenced by the Federal Government, or a
State, local or foreign government, are not allowable i1f the proceeding: (1)
relates to a viclation of, or failure to comply with, a Federzl, State, local or

foreign statute or regulation by the organization (including its agents and
empleyees), and (2} results in any of the following dispusitions:

fa) In a criminal proceeding, 2 conviction.
{n) In a civil or administrative proceeding inveolving an
A E

vlar misconduct, a determination of organizational

}y In the case of any civil or administrative proceeding, the
tary penalty.

!d) A final decision by an appropriate Federal cofficizal to
debar or suspend the organization, to rescind or void an award, ©r 1O terminale
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- o LnoomuTm v & oLavio0o
T L : foine zTTion
o Tmare wemilTad i o, oh, o, or
X one proceeding Invelves tne same sllzoed
such proceading:s shail bz unallowabue i ary ona of
dozpositions shows in supparagraph b.oii),
- ~o o in 3ubparsagraph o is commenced by the
aberagl r r ad oy consent Gr SomMpramisSs pursuant tooan
agr=amant entesred into by the organization and the Federal Government, tnen ~he
cosTs Lncurred by the organization 1n connection with such pr;:eedlnqs that are
artnerwise not allowalble under subparagraph b mav be aliowed oo the extent

speniiicaily provided in such agreement.

. If a2 proceeding referred to in subparagraph b is commenced by a 3tate,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceadings, if such authorized official
determines that Zhe costs were incurred as a result of {1) a specific term or
condition of a federally-sponsored award, or {2) specific written direction of
an authorized official of the sponscring agency.

g. Costs incurred in connection with proceedings descril
graph b, but which are not made unallowable by that s
by the Federal Government, but only to the sxtent t}

{1} The costs are reasonable in relation zo the activities regquired

to deal with the proceeding and the underlying cause of action:

3

P
n

(2] Payment of the costs incurred, as allowable and allocable cost
is not prohibited by any other provision(s) of the sponsored award;

{2} The costs are not otherwise recoversd from the
Government or a third party, either directly as a result ¢ <
otherwise; and,

{4} The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official tc be appropriate, considering the
complexity of the litigation, generally accepted principles governing the awaxrd
f lagal fees in ¢ivil 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 expliicitly
zonsidered this 80 percent limitation and permitted a highsr percentage, then

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

[t}

i. Costs incurred by the organization in connection with the defense of
suits brought by its emplaoyees or ex-employess under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700), including the ccst of all relief necessary
to make such employse whole, where the organization was found liable or settled,
azre unallowable.

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

e, %
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Government
in the best interests of th ar

1 Gover 13y vide for conditicnal payment upon
adeguate security, or other adequate assurance, anc agreement
prganizetion to repay a1l unatlowable costs, plus interest,
subseguently determined to be unallowanle.
11. Dgpreczation and use allowances.
&. Compensation for the use of buiidings, octher capital improvemente, and

sguipment on hand may be made through use allowance or depreciation. However,
except as provided inm Attachment B, paragraph f, a combinaticn cof the two
methods may nmot be used in connection with a single class of Iixed sssets (¢.g.,
buildings, office egquipment, computer eguipment, £tc.).

b. The computation of use allowances or cepreclation shell e based con the
acguisition cost of the assets involved. The acquis*tion cost of an asset
donated te the non-profit organization by a third party shall be ite fair maryet
value at the time of the deonation.

c. The computation of use allowances or deprzciation will exclude:

it
]

(1) The cost of land:

(2} Bny portion of the cost of buildings and eguipment borne by or
donzted by the Federzl Government irrespective of where title was originally
vested or where it presently resides; and

i3) Any portion of the cost of buildings and eguipment contributed
by or for the non-profit organization in satisfaction of a sitatutory matching

requirement.

d. Where depreciation method is followed, the period of useful service
tuseful life) establisned in each case for usable capital assets must take into
consideration such facters as type of comstruction, nature of the equipment
used, technological develcpments in the particular program area, and the renewszl
and replacement policies followed for the IZndividual items oI classes of assets
involved. The method of depreciation used to assign the cost of an asset {or
group of assets) to accounting per:ods shall refliect the pattern of consumption
of the asset during its useful 1life.

In the apsence of clear evidence indicating that the expected Fonsumpfion of the

sset will be significantly greater or lesser in the early portions of its
uueful life than in the later portions, the straight-line methed shall be
presumed to be the appropriate method.

Depreciation methods once used shall not be changed unless approved in advance
by the cognizant Federal agency. When the depreciation method is introduced for

==
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f. When the

d
nes depreciation may be allowed on any such asssets that, under subparagra; ,
would bhe wiawed as fully depraciazted Howaver, 2 raasonable use ailowance may
nE negotiated for such assets 1 warranted after taking into oconsideration the
amount of depreciatior previously charged To the Federszl Government, the
ast.mated useful life remaining a =] T Y

arges o

mAaArnTenance

fartors per-inent to

g. Where -he uses azllowance method is followed, the use allowance for
buildings and improvement {inciuding land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exXceeding
twG percent of acgquisition cost.

The usze allowance for equipment will! be computed at an annual rate not exceeding
six and two-thirds percent of aﬁquis*tion cost. When the use allowance method is
vsed for buildings, the entire building must be treated as a single asset; the

building's zomponents (e.g., plumbing system, heating and air COndlthn;Hg,
etc.} cannor be segregated Irom the buillding’'s shell.
percent limitation, howsver, nead not be applied to eguipment which is
ttached or fastened to the building but not permanently fixed to 2t and
usad as furnishings or deccrations or for specialized purposes {e.qg.,
= st chairs and depntal trzatment units, counters, laboratory benches bpolted
to the floor, dishwashers, modular furniture, carpeting, etc.). Such egquipment
will be considered as not being permanently fixed to the building if it can be
removed without the need for costly or extensive alterations or rﬂpal?s to the

building or the equipment. Eguipment that meets these criteria will be subject
to the 6 2/3 percent sguipment use allowance limitation.

h. Charges for use allowances or depreciation must be supported by
deguate property records and physical inventories must be taken at least once
very two years (a statlstical sampling basis 135 acceptable) to ensure that
sets exist and are usable and needed. When the depreciation method is

3
ollowed, adequate depreciaticon records indicating the amount of depreciaticn

12. Donaticns and contributions.

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

. Donated services received:

——
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viilized in the perxformence of &

am>anT, e oonsiderwac in the

dongred s
wWhern messer:

a1 .

‘e2] The aggregate value ¢f the services 1s materizl;

{b) The services are supportied by & sigrnificant amcunt of the
indirect costs incurred by the non-profit organization; and

{c} The direct cost activity Lls not pursued primerily for the
benefzt of the Federal Government

{2} In those instances where there 15 no basis for determining the
fair market value of The services rendered, the recipient and the cognizant
@gency shall negotiate an appropriate zllocation of indirect cost teo the

ervices

A CION

h

t

w

{4} Where donated services directly benefit a project supported by
an award, the indirect costs allocated to the services will be considered zs &
part of the tortzl costs of the precject. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching reguirements.

{5) The value of the donated services mavy be used to meet cost
shiaring or matching reguirements under conditions described in Sec. .23 of
:i“CLla E~110. Where donated services are treated as indirect costs, indirect
cost rates will sepzrate the value of the donations so that reimbursement will
not be made

c. Donsted goods or space.

{1) Donated goods: i.e., expendable personal property/supplies, and
donated use of space may be furnished to & non-profit organization. The value of
the goods and space is not reimbursable either as e direct or indirect cost.

(2) The value of the donations may be used to meet cost sharing or
matching share reguirements under the conditions described in Circular A-110.
Whnere donztions are treated as indirect costs, indirect cost rates will separate

the value of the donations so that reimbursement will not be made.

<

13 Emplicyee morale, health, and weifare costs.
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o Jquipment and otner cap axpendliures
a. Tor purposes of Lhis subparagraph, the Zollowing definiticons apply:
apltal Expendizuras” means sxpenditures for the acguisiztion
cost of ts leguipment, buildings, land), or expenditures io make
improvamants to capizTal assets that materially increase their value or uselul
1ife Aogquisition ¢ost means the cost of the asset including the cost to put iz
in place. Acguisition cost for eguipment, for eXample, means the net invoice
price of the squipmernt, including the cost of any modifications, attachmenis,
sccessories, oY auxiliary apparatus necessary .o make it usable for the purpoes
faor which it Is ascguired. Ancillary charges, such as taxes, duty, prote i:
Transit insurance, freight, and installation may be included in, or CACl ided
from the acgquisition cost in accordance with tThe non-prolit organilzation's
rzgular accounting practlices.

(2) "Egquipment" means an article of nonexpendable, tangible p
r*y having a vseful life of mors than one year and an acguisition cos

a2guals or exceeds the lesser of the capitalization level establishe
the non-profii organization for financial statement purposes, or $5000.

{3) "Special purpose eguipment” means egquipment which is used only
for research, medical, sclentific, or other technical activities. Exampiss of
special purpose sguipment include microscopes, x-Tay machines, surgical
nstruments, and spectrometer

4) "General purpose eguipment” means eguipment, which is not
essarch, medical, scientific or other technical activities. Examples
e equipment and furnishings, modular offices, telephone networks,
echnology =Juipment and systems, alr conditioning equipment,

and printing equipment, and motor vehicles.

ct B

limited to
include off
information

reproduction

b. The following rules of allowability shall apply to egquipment and other
;

capital eypenditures:

[T
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2 g dlrect cost oezcept wlTh e prior approval o
{4, When approved as & dirsct charge pursuant Lo paragraph 1l.b.i1),
(), and (3} above, capital supenditures will pe charged in the period in wrich
e e 1s incurred, or as gtherwise determined approprilate by and
T the awarding zgency.

(37 Tqguipment and other zZapital expenditures ere unallowabkle as
Indirect costs. However, see Attachment B, paragraph 11., Depreclaticn and use
allowznce, for rules on the allowab:ility of use dllowance° or depreciation on
puildings, capitel improvements, and eguipment. Alsc, See Attachment B,
paragraph 43., Rental costs of buildings and eguipment, for rules on the

allowakility of rental costs for land, bulldings, and egulipment.

(&) The unamortized portion of any equipment written cff as a resul:
of & change 1n capitalizetion levels may be recovered by continuing tc claim the
otherwise zlicwablie use allowances or depreciation on the eguipment, or by
amortizing the amount to be written off over a period of ysars negotliated with

The cognizani agency.

16. Fines and penalties. Costs of fines and penalties resulting fZrom
viplarions of, or failure of the organization tc comply with Federal, State, and
lozal laws and regulations are unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing Irom
the awerding agency.

17. Fund raising and investment management cosis.

z. Cests of organized fund razising, including financial campzaigns,
endowmernt drives, sclicitation of gifts and beguests, and similar expenses
incurred solely to raise capital or cbtain contributions are unallowabile.

L. Ceste of investment counsel and staff and simllar expenses incurred
solelv to enhance income from investments are unaliowable.

¢. Fund raising and investment activities shall be allocated an
appropriate share of indirect cests under the conditions described in
supparagraph B.3 of Attachment 2.

18. Geins and losses on depreciable assetls.

a. {1) Gains and losses on szle, retirement, or cother disposition of
depreciable property shall be included in the yesr in which they ocour as
credits or charges to cost grouping)s) in which the depreciation applicablie to

2
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depreciation,
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dance with paragraph

the szle or exchang
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goods or sarvices ior
unallowakle zr=gardiess of
zhe smplovees

mainTznance, utilities,
1

housing allowances and personal

as fringe benefit or 1nd1Lec:
2s taxable income to the employ

una’lowabl

allowab1e as dlrect uOSuS to sponsored award when nQCﬂSSary

the sponsored award and approved by awarding agencies.

includes current and past offic

ities and idle

this section the following

terms have the meanings set forth

"Faci]ities” means land and buildings or any portion thers

aguipment

1ly or cellectively, or any other tangible capital asset,
and whethar owned or leased by the non-profit orgarnization.

perty was provided

extraordinary sales,
case-py-case Dasis,

-

ers and employe
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i "Cost of idle faciiities or idle capacity' means 20STS such as
malntenance, repa_r, housing, rent, anc sther related costs, €.g5., Insurances,
interest, property taxes and depreciation or use allowances

il.tles are unallowallie except ¢ the sxtent that:

o2
;_3
jou

i

3

jal

[4;]

I

tn

o]

s
=

(&3
[}
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[
o

[

I

{1} They are necessary To meet fluctuaticns in worklcad; or

{2} Rlthough mnot necessary to meet fluctuations in workload, they
were necessary when acguired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which ceould not have been reasonably fcoreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a resasonable period of time, ordinarily nol to exceed one year,
depending on the initiative taken to use, lease, or dispese of such facilities.

c. The costs of idie capacity are normal costs of doing pusiness and are =
factor in the normal fluctuations of usage or indirect cost rates from perieced to
eriod. Such costs are alliowabkle, provided that the capacity 1s reasonably
nricipatred to be nacessary or was originally reasonable and i1s not subject te
eduction or elimination by use on other Federal awards, subletting, renitiing, or

oWy

zle, in accordance with sound business, economic, or securlty practices.
idespread idle capacity throughout an entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

=

Z22. Insurance and indemnification.

a. Insurance includes insurance which the crganlzatlon is réguired To
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees {see subparagraphs £.g and £.1(2)).

{1} Zosts of insurance reguired or approved, and malntained,
pursuant to the award are alloweble.

[R

{2) Costs of other insurance maintained by the organization in
connection with the general conduct cf iis operations are zliowable subject to

the following limitations:

a) Types and extent of coverage shall be in accordance with
scund buciness practice and the rates and premiums shall be reascnable under the
circumstances.
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subparagraph 8.qt4;: . The cost of such insurance when © OnL i
idernz.f:ed 25 the beneficiary is unallowable

(fy Insurance againsti defects Costs of insurance with
raspact Lo any costs incurred to correct defects in the organization's materials
or workmanship are unallowaple.

{g) Medical liability (malpractice) insurance. Medical
ligbility insurance is an allowable cost of Federal research programs only £o
the extent that the Federal research programs ipvolve human subJ2cts or training
of participants in research technigues. Mediczl liab:ility insurance costs shall
be treated as a direct cost and shall be assigned to lndledual projects based
on the manner in wnhich the insurer allocates the risk o the populatiocn covered
by the insurance

insurance (through the purchase of insurance or z se
unallowzble unless supressly provided for in the awar

overed by permissible
f-insurance program) are
d, except:

{3) Actuzl losses which could have bean ¢
1

(a) Costs incurred beczuse of losses not covered under nominal
deductible insurance coverage provided in ¥esping with sound Dusiness pragiice
are allowabie.

breakage, and disappearance of supplies, which occur

(b} Minor lesses not covsred by insurance, such as spollage,
in the ordinary course of

operations, are allowable.

to

ne
otherwise, The Federal Government is obligated to indemnify the organizati

b. Indemnification includes securing the organization against TLabll
[=2

fhird persons and any other loss or damage, not compensated by insur or

only TO the extent expressly provided in the award.

a. Costs incurred for interest on borrowed capital, temporary use 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 acguire or replace capital assets {including

Y
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(b} B statement as to wny current facilitlies are not adeguare
{c) B stazement of planned future use of the facility

greement to be arrangsd

=)
Y

(d} A description ci the financing

!

le) A summary of the building contract with estimated cost
“nformation and statement of source and use of funds

{f}) A schedule of planned occupancy dates

(2% For facilities costing over $500,000, the non-profit
8] 5

i
organization prepares, prior to the acguisition or replacement of the facility,

a lesse/purchase analysis in accordance with the provisions of Sec. _ .30
through .37 of Circular 2-110, which shows that & financed purchase or capital

lezse 1s less cestly to the organization than other leasing alternatives, on a
net present value bazsis. Discount rates used should be egual to the nen-profit
organization's anticipated interest rates and should be no higher than the fair
market rate aveiliable 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
elternatives over the period the asset is expected to be used by the non-profit
organization. The cest comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable} not included Zm the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and maintenance costs, and taxes not included in the capital leasing
arrangement, 188s any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of lezsing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organization directly or as part of the lease
arrangsment.
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{¢c) For debt arrangements over 51 miliion, uniezs the non-
zation makes an initial eguity contribution to the asz purchase
or more, non-profif organizations shall reduce claims for _nterest
an amount sgual tc imputed intsrest earnings on excess cash flow,
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it o be calculated as follows, Annually, non-profit organizations shell
pare & cumuelative (from the inception of the project} report of monthly c<ash
flows that includes inflows and outflows, regardiess of the funding source.
Inflows consist of deprzciation expense, amortization of capitalized
~onstruction interest, and annual interest expense. For cash flow calculat:ions,
the annual inflow figures shall be divided by the number of months in the year
{usually 12) that the building is in service ifor monthly amounts. Outilows
consist of initial equity contributions, debt principzl payments (less the pro
rata share attributable to the unallewable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for —hat period and be treated as a reduction
to allowable interest expsnse. The rate of interest to be used to compute
sarnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

0
e

3!
5
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(d) Substantial reiocation 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 depreciaticn 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 acguire facilities and eguipment
are limited to a fair market value available to the non-profit organization from
an unrelated {"arm's length")} third party.

Y
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(1] Re-acguired zssets mezns asgseis held by The non-profit
organization pricr ro September 2%, 1885 thet nave egain come to be held by
the crganization, whether through repurchase or relirancing. It does not include
acsers acguired to replace clder assets.

{2) Initial eguity contribution means the amount or value of
conffibu*ions made by non-profit organizations for the azguisition of the zeset
or prior to occupancy of facilities.

{3) BAsset cosis means the capital
construction costs, acqguisition costs, and othe
accordance with GABRP.

24. Labor relations costs. Costs incurred in maintaining satisfactory
relations between the organization and its employees, including costs of labor
management committees, employvee publications, and other related activitiies are
zliowable

25. Lobbying.

H

a. Notwithstanding cther provisions of this Circular, costs assocliated

with the following activities are unallowable:

i1} Attempts to influence the outcomes of any Federzl, State, or
local election, referendum, initiative, or similar procedure, througt in kind or
cash contributions, endorsemsnts, publicity, or similar activity;
{2} Establishing, administering, contributing to, or paying the
xpenses of a political party, campaign, political action committes, or other
rganlza*lon established for the purpcse of influencing the ocutcomes of
elections;

(3) ARny attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communicetion with any member or employee of the
Congress or State legislature {including effortes to influence State or local
cfficiais to engage in similar lobbyipg activity), or with any Government
official or employee in connection with a decision to sign or veto enrolled
legislation;

!4} Bny attempt to influence: (i) The introduction of Federzl or
State legislation; or (ii) tne enactment or modification cf any pending Federal
vz State legisliation by preparing, distriburting or using pubilcity or
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reguesting restimony or statements for the reacord at a regulariy scheduled
nearing: mdde by the recipient member, legislative bhody or subd:ivision, or &
cognizant staff member therecf; provided such lnformation is readily ohtainable
and zan be readily put in deliverable form; and further provided that costs

under this section for travel, lodging or meals are unallowable unless incurrzd
o Jifer testimony at a regularly scheduled Congressional hesaring pursuant to &
request for such presentation made by The Chairman or Ranking Minority

0f the Committee or Subcommittes conducting such hearing.

i2) Zny lobbying made unallowable by subparagraph a(3} to Influence
State legislation in order to directly reduce the cest, or to aveld material
impairment of the crganization's authority to perform the grant, contract, or
othar agreement.

3 nor
with funds from the gran;, TONTY ar

<. {1} When an organization seejs reimbursement for indirect co

total lebbying costs shall be ssparately identified in the indirect cost ra
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.2 of Attachment A.

{7} Organizations shall submit, as part of the annual indirect cost
ate proposal, a rtification that the reguirements and standards of this
aragraph have been complisd with.

Ja
Z
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{3) Orgarizations shall maintain adeqguate records to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the reguirements of this Circular.

{4) Time logs, calendars, or similar records shall not be raquired
“0 be created for purposes of complying with this paragraph during any
particular calendar month whean: (1) the employee engages in lobbying ({as defined
in subparagraphs f(a) and (b}) 25 percent or less of the employee's compensated
hours of employment during that calendar menth, and (2) within the preceding
five-year period, the corganization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
~onditions (1) and {2) are met, organizations are not reguired to establish
records t¢ support the allowabliliy of claimed costs in addition to records
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d Executive lobbying costs Copste incurred 1n gttempiing to
improperly influence either directly or indirectly, an employes or officer of
the Fxecutive Branck of the Federzl Government to give Considerstion or to act
regarding & sponsored agreament or a regulatory matter are unallowable. mproper
influence means any influence that induces or Tends Lo lnduce z Federal employes
or officer To give consSideration or to act regarding & federel ly sponsered
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 zs a cost of any other award. This
includes, but is not limited to, the corganization’'s contributed pertion by
reason of c¢ost sharing agreemsnts or any under-recoveries through negetiation of
lump sums for, ©or ceilings on, indirect costs.

27. Mzxintenance and repair costs. Costs incurred for necessary maintenance,
repzir, 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 proleong its intended life, but keep 1t in an efficient operating
condition, are allowable. Costs incurred for improvements which add to The
permanent value cf the buildings and eaguipment or appreciably prolong their
intended l1ife shall be treated as capital exzpenditures [(see paragraph 15).

28. Materials and supplies costs.

a. Costs incurred for materials upplies, and fabricated parts necessary
to carry out a Federal award are allowable.

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

. Only materiazls and supplies actually used for the performance cf a
Federal award mey be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing
the Federsl award, such materials will be used without charge.
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4. Costs of membership in any country club or social or dinin
sroanization are unallowable.
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. rganization costs. Expenditures, such as incorporation
es, fees to promoters, organizers or management consultants, a
tant or investment counselors, whether or not employess
rion, in connection with establishment or reorganization
ion, ars unaliowable except with prior approvel of the a

o -
ry
oo
e
g
i3

3 Page charges in professional journals. Page cherges for professional
surnal publications are allowable as a nacessary part of researcnh °osts, where

a. The research pabers report work supported by the Federal Govermment;
and

b The charges are levied impartially on all research papers published by
the journal, whather or not by federaily-sponsored authors.
33. Darticipant support costs. Participant support costs are dirszct costs fzor
i-ems such as stipends or subsistence allowances, ftravel allowances, and

o

T
reglstration es paid to or on behalf of participants or trainees [(but not
employees) in connection with mestings, conferences, sympesia, ©OT Training
e

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: (1} 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; (1i) cost of preparing documents and any other patant

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
Governmment to be conveved to the Federal Goverpment; and (iii} general
counseling servizes relating to patent and copyright matters, such as advice om
patent and copyright laws, ragulations, clauses, and employee agreements [(but

42 o~
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fillD% ana prosecuting any forelign
patent application, where the Federzsl
a rovaity-Iiree license 7o the Federa:l
Fovaltizs and other costs fo0r use of patents
3%. Prant and homeland Security costs.  Necessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel, anc
work products are allowable. Such costs include, but are not limited to, wages
and uniZorme of personnel engaged in security activitiess; equipment; barriers;
contractlhal Security services; comsulfants; etc. Capital expenditu:es for
homeland and plant security. purposes are supject To paragraph 15., Equipment and

othar capital expenditures, of this Circular.

36. Pre-asgreement costs. Pre-award cocsts are those incurred prior to the
effective date of the award directly pursuant to the negotiation and an
anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of performance. Such costes are allowable
only to the extent that they would have been allowable if incurred afier the
date of the award and only with the writien approval of the awarding agency.
37. Procfessional services costs.

a. Costs of professiconel and consultant services render by persons who
are members of & particuler profession or possess a specilal 11, and wnho are
not officers or employees of the non-profit organization, are allowable, subject
“o subparagraphs b and < when reasonable 1p relation to the services rendered

and when not contingent upon recovery of the costs from the Federal Government.

In addition, isgal and related services are limited under Attachment B,
agraph 10.

D. In determining the allowability of costs in a particular case, no
single Zactor or any special combination of factors is necessarily

determinative. However, the following factors are relevant:
g

{1) The nature and scope of the service rendered in relation tc the
service reguired.

{¢) The necessity of contracting for the service, considering the
non-profit organization’s capabllity in the particuler area.

{3} The past pattern of such coests, particularly in the years pricr

.
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c. In addifion fo the factors 1n subparagraph b, rztainer fees ¢
allowable must pe supported by evidence of bona fide services availabl
rendered
28. Publiczation and printing costs.

a. Publication costs include the costs of printing (inciuding the
rocesses of composition, plate-making, press work, binding, and the end

pron
products produced by such processes), distribution, premotion, mailing, and
general handling. Publication costs also include page chargss in professionzl
publications.
b. If these costs are not ldentiZiable with
they should be allocated as indirect costs wo zll
ati

non-— D:CJJ_A. T organlz

8

charges for professional journal publications are allowable as
cf research costs where:

{1y The research papers repcert work supported by the Federal

(2) The charges are levied impartially on all research papers
publisned by the iocurnal, whether or not by federally-sponscred authors.

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

4. Reconversion costs. Costs incurred in the restoration or rehabilitation oi

the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
o normal wear and tear, are allowable.
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-managed Tecrultment program. Where the organizatlon uses employment
costs what are not in excess of standerd commercisl rates Ior such
zre allowab:ie
E. In pubWi“at*ons, coste of help wanted advertising tThat includes color,
includes aavertising materizl for other Lhan recrultment puUrpcses, oI i
excessive in size (taking inte consideration recruitment purposes for wnich
intended and normal organizational practices in this respect), are unaliowable
. Costs of help wanted advertising, special emcluments, fringe benefits,
and salary allowances incurred to attract professicmal perscnnel from other
crganizations that do not meet the test of reasonableness or do not zonform with
the established practices of the organization, are unallowable.
d. Where relocation costs incurred incident to recruitment of z new

employee have been ailowed either as an allocable direct or ilndirect cost, and
the newly hired employee resigns for reasons within his control within twelve
menths zfter being hired, the organization will be reguired to refund or credit
such relocation costs to the Federal Government.

£2. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
assignment [(for an indefinite period or for a stated period of not less than 1z
cnths) of an existing employse or upon recruitment of & new employees
Relocation cests are allowable, subject to the limitation described ik
subparagraphs b, ¢, and d, provided that:

i1} The move is for the benefit of tThe employer

{2} Reimbursement to the @mployee is in accordance with an
ritten policy consistently followed by the employer.

{2} The reimbursement doss not exceed the employee's actual lor
reasonably estimeted) expenses

. Allowable relocation costs for current employees zre limited to the
following:

{1} The costs of transportation cf the employee, members of his
immediate family and his household, and personal effects to the new location.

-
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"Gy Dther necessary and reasonable expenses normal 1y incidant to
elocation, suck as tne costs of canceling an unexplired leas disconnecting and
reinstalliing household appliances, and purchaszing Lnsurance agalnsb loss of o
damaoes to personal property.  The cost of canceling an unexpired leass ics
g times the monthly rental

¢. Allowable relocation costs for new employees are limited to those
described in {1) and i2) of subparagraph b. When relecation costs incurred
icidert to the recruitment of new employess have been allowed either as a
indirect cost and the empleyvee resigns for reasons within his con

in 12 months after hire, the organization shall refund or c¢redit the T
vaernment for its share of the cost. Howewver, the costs of travel to an
verseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents ars
not permit-sd at the location for any reason and the costs do not include costs
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of transporting houszshold goods.

d. The following costs related to relocstion are unallowable:

rt

¢ asspciated with acguiring 2 new home.

08

{l: Fees and otner ¢

sale of a former home.
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{3} Continuing mortgage principal and interest payments on 2 home

neing sold.

{47 Income taxes paid by an employee related to reimbursed
relocation CosSts
43. Rental costs of ildings and sgquipment.
a. Subject te the iimitations described in subparagraphs L. through d. of

this paragraph 43, rental costs are allowable to the extent that the rates ars

reasonable in 11 gn+ of such factors as: rental costs of comparable property, if
any; market conditions in the area; alt ernatives available; and, the type, life
expectancy, condition, and value of the property lzased. Rental arrangements

hould be reviewed periodically to determine if circumstances have changed and
o;her options are avallable.

b. Rental costs uhder “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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:n:ough s, ctoreg, and {iiil & non-profiot
rgarization and & director, trustee, officer, or key employes of the non-profit
crganlzatloh of hle immediate family, eltner cirectly or through zorporetions,
truste, or similar rangsments In which they hold & contrelling Lnterest. For
example, & Dun—ﬂ“LTlt organlzation mayv establish a separate ccrpo:ation for the
sole purpose of owning property and leasing it back to the non-prof:

CrganplIation.

d. Rentz]l costs under leases which are reguired to be treated as capital
leases under GLAF are allowable only up to the amount (as explained in
subparagraph b) that would pe zllowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shalil
be used to determine whether a lease 13 a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criterias in
subparagraph 23. Unallowsble costs include amounts paid for profit, management
fees, and taxes that would not have been Incurred had the non-profit
organization purchased the facility.

44, Royzlties and other costs Zor use of patents and copyrights
a. Royalties on z patent or copyright or amortization of the cost cof
acguiring by purchase 2 copyright, patent, or rights theretc, necessary for the

proper performance of the award are zllowable unless:

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

{7) The patent or copyright has been adjudicated Ttc be invalid, or
has been administratively detvermined te be imvalild.

{3) The paten%t or copyright is considered tc be uneniorceable.

{4} The patent or copyright is expired.

cial care should be exercised in determining rezsonableness where
g

may have arrived st as a result of less-than-arm's-length

T
[ta)

(1) Rovalties paid tc¢ persons, including corporations, affiliated
with the non-profit organization.

(2) Rovalties paid to unaffiliated parties, in
under an agreement entered inteo in contemplation that s Fede
made.

ncluding corporations,
rzl award would be
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b. The costs of such services, when material, must be charged darectly to

2 awards based on actual usage of the services on the basis of a

of rates or established methodology that (1) does not discriminste

edarally-supported activities of the non-profit organization, including

the non-preofit organization for internal purposes, and (ii) is designed
¥ only tThe acg*eaa*ﬂ costs of the sarvices. The costs of 2ach service

nsist norxmally of both ifs direct costs and its allocable share of 211

costs. Rates shall be adjusted at least bilennially, and shall take
o comsideration over/under applied costs of the previous period(s).
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d. Under some sxtraordinary circumstances
interest of the Faderal Government and the ins
costing arrangements, such arrangements may be
Federal agency.

, where it is in the best
itution to establish alternative
worked cut witn the cognilzant

=
t

47. Taxnes.

a. In general, taxes which the organization is reguired to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in lisu of taxes which are commensurate with the local government
services received are zlliowable, except for {1} taxes Irom which sxempitions axe
available to the organization directly or which are available to the
nrganization basaed on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the nacessary exemption
certificates, (ii) specizl assessmentis on land which represent capital
improvements, and (iii) Federal income taxes.

. Any refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either as a cost

=l

reduction or cash refund, as appropriate, to the Federal Government.
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current and scheduled activity.

5
evidence Lhat 1
profit o'canﬁﬂation, the awa
organization's plans and corders fo:
Contemporaneous purchases of common items py Tthe non-profit organization she
pe regarded as evidence that such items are reasconably usable on the non-pro
srganization’s other work. Any zcceptance of common items as allocable to the
terminated portvion of the Federal award shall be limited to the extent that the
guantities of such items on hand, in transit, and on order are in excess ¢f the
reasonable quantitative requirements of other work.

ll
fi

%. If in a particular case, despite all reasonable s=ffortsg by the non-
profit corganization, certaln costs cannct be discontinued immediately after the
effective date of termination, such costs are generally allowalble within the
imitarions set forth inm this Circular, except that any such costs continuing
aft termlnatwon due To the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

|_|

. Loss of useful value of specizl tooling, machinery, and 15 generally
allowable if:

{

i) Such special tooling, special machinery, or eguipment
reasonably capabl

i
¢ of use in the other work ¢f the non-profit organization,

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

(3) The loss of useful value for any one terminated Federal award 1s
limized to that portiom of the acgquisition 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 cther Federal awards for which the
specizl tooling, special machinery, or eguipment was acguired.

d. ERental costs under unexplred ieases are generally aliowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award iess the residual value of such leases, 1f:

{1} the amournt of such rental claimed does not exceed the reascnable
use value of the property lezsed for the period of the Federal award and such
further pericod as may be reasonable, and

{2) the non-profit organization makes &ll reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
2lsc mey be included the cest of slterations of such leased property, provided

P
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12 Reasonable costs for the gtorage, transportation, protaction,
anel disposirion of property provided by the Federal Government or acguired or
produced for the Federal award, except when grantees oY contractors are
reimbursed for disposals at a predsetermined amount in accordance with Supparts
.22 through .37 of Circular A-110.

(3) Indirect costs related to salaries and wages lncurred as
settlement expenses in subparagraphs (1} and (2). Normally, such indirect costs
sha.l pe limited to fringe benefits, occupancy <ost, &and immediate supervision.

£. Claims under sub awards, incliuding the allocaole portion of <¢laims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

An appropriate shere of the nen-profit organization's indiresct expense may be
ailocated to the amount of setilements with subcontraczors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Atzachment A. The indirect expense sv allocated shall
exclude the same and similar costs claimed directlv or indirectly as setilzment
SRpPeNSas.
49. Training costs.

a. Costs of preparation and maintenance of a program of instruction

including but not limited to on-the-job, c¢lassrocm, and apprenticeship training,
designed to increase the vocaticnal effectiveness of employses, 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 crganization;
or {ii) tuition and fees when the training is in an institution not operated by
the crganization, are allowable.

b. Costs of part-time education, at an undergraduats or 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 expected to work, and ars
limited to:

(1) Training materials.

{2) Te=xthooks.
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c. Costs of tuition, fees, ©rEining meterizls, anc Lexthooks [but not
subsistence, Salary, or any other emoluments) in conmectiion with fulli-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 relsted 1o the field in which the emplioyee Is now
working or may reasonably be expected to work, and only where the costis recelive
the prior approval of the awarding agency. Such costs are limited te the costs
attributable to a total pericd not to exceed one school year for sach employee
50 trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specizlized programs specifically designed to emhance the effectiveness of
e¥ecutives or managers or to prepare emplovees for such positions are allowable.
Such costs include enrollment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, znd travel. Costs zllowable under
this paragraph do not include those for courses that are part of z degree-
oriented curriculum, which are allowable only to the extent setr forth in
subparagraphs b and <.

€. Maintenance expense, and normal depreciation cr fair rentzl, on

facilities owned or leased by the corganization for training purposes are
zllowable to the extent set forth in paragraphs 13, 27, and 20.

f. Contributions cor denatlons to educaticonsl or training institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Treipning and education costs in excess of those otherwise alliowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approvel, the organization must demonstrate theat
such costs are congistently incurred pursuant t¢ an established training and
education program, and that the course or degree pursued 1s relative to the
field in which the employe¢ is now working or may reasonably be expected to
work.

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

-
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b. Lodging and sub31st9n”a. Costs incurred by emplovees and vific
avel, including costs of iodging, other subsistence, and incidental e
a:ll pe considered reascnable and allowable only to the 2xtent such co
not excsed cha*ges no*mally dllowad by the non—p“ofit OPganizafion ir its

r
licy. In the absence of an accept able, written non—gLoFlL organléat4o [ole]
rding travel costs, the rates and amounts established under subchapter ]
er 57, Title 5, United States Code (“Travel and Subsistence Expenses;

e Rllowances”), or by the Administrator of General Services, or by the
dent {or his or her designee) pursuant to any provisions of such subchapter
aoply to trawvel under Faderal awards (48 CFR 31.205-46{a}).
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c. Commercial a2ir travel.

(1) Airfare costs in excess of the customary standard commercial

airfares [coach or sguivalent), Federal Government contract alrifare {where
authorized and available}, or the lowest commercizl discount airfare are
urnallowable except when such accomnodations would: {a) reguire circuitous
routing: {b) require travel during unreasonable hours; (¢ ezcessively prolong
travel; Id) result in additional costs that would ofifset the transportation
savings; or (e} offer accommodations not reasonably adequate for the traveler’s
medical needs. The non-profit corganization must Jjustify and document thess

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 airiare is
vnavailable for specific trips if the n@n—profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it i1s the non-profit organization’s overall practice
o make routine use of such airfare.

rt

d. Air travel by otl.er than commercial carrier. CToests of travel by non-
proiit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation {including personnel costs), malntenance,
depreciation, imsurance, and cther related costs. The portion of such costs
that exceads the cost of allowable commercial air travel, as provided for in
subparagraph] <., is unallowable.
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Jrate or a
standards =]
(CAGHS) . &
organ:zations
pudit finding means deiiciencies which the auditor is reguired by
§  .5310(a) zo report in the scheduie of findings and guestioned costs.

CFDA numbeir means the number as

cigned tc a Federal program in the
Catalog of Federal Domestic Assistance (

CFDA) .

i

Cluster of orogramg means a grouping of clesely related programs
shars common compliance reguirements. The types of clusters of programs
research and development {R&D), student financial aid (8FA), and other
clusters. "Other clusters' zre as definsd by the 0ffice of Management and
Budget {OMB) in the compliance supplement or as designated by & State for
Federal awards the State pravldes ©o itg subreciplents that mee< the

H
W

[
[=3

definicion of a zluscer o rograms. When designatlng an "other cluster
State shall ildentify the ral awards included in zhe cluster and advisz the
subrecipients of compliance reguirements applicable o the cluster, consistent
with § _ .400(d} (1) and §_“_.400(d)(2), respectivaely. A clugter of programs
shall be considered as one program fsr determining major programs, as
described in § _ .520, and, with the exception of R&D as described in

§ .200(ct, whether a program-specliiic audit may be elected.

DEU
H{D?

Coomizant acgency for audit means the Fe
our the responsibilitiss described in §__ .40

deral agency designated to carry
0

(a)

Compliance supplement refers to the Circular A-i33 Comoliance

Supplement, included as appendix 3 to Circular A-133, or such documents as
OME or its designsze may issue to replace i1t. This document is availakple Irom
the Sovernment Printing Office, Buperintendsnt of Documsnts, Waeshinagton, DC
20402-2325. -

Torrective action weans action taken by the auditee that:

{1) Correscts identified deficiencies;
(27 Produces recommended improvements; or

(z) Demonstra-es chat audit findings are eirther invalid or do not
warrant auditee action.

Faderz] agency has the same meaning as the Term agency in Section 531010
of title 5, United Starez Code

Faderal award means Federal financial assistance and Federal cost-
raimbursement contracts that non-Federal entities recelve dirsctly from
Tedaral awarding agencies or indirectly from pass-through entities. It doss

ATTACHMENT .. E i




LT i

“i Ea
di Uz Zood
& La \ t inco eoeive g rel
sovvices rendered Lo individuals as aescr_bed in F .20 R
Federal! program medans
Lo £11 Federazi awards to & non-Pederal entiTy asgigned & ELngLs

i1, the CFDE.

1y When no CFDE numpery 18 &EBsl gnﬂd z11 Federal awzrds Ifrom the same
agency made for the same purpose should be compined and considered ons
DI ogram
£2) Notwithstanding paragraphs (1) and (2) of th: &
ciuster of programs. The typss of clusters of programs z
(i) Fesearch and development (R&D)
{11, S8tudent finamcial aid (EFL); and
(i:i) "Other cliusters,” as described in the delirnition ¢f cluster

»f programs in this section.

GAGLS means gensrally eccepted government auditing standards 1ssUsc DY
the Comp-roller Geéneral c¢f the United Statss, which are applicable to

‘nancial audits.

Generslly accepted accounting principles has the meaning specified in
generally acceptzd auditing standards issued by the Lmerican Institute of
Tertified Puklic Ltcountants (AICPL).

Indian & means any Inciarn tribe, band, nation, or osther crganized
group or community, including any kRlaskan Native village or reglonal or
village corporation (as 4ef1n@d in, or sstablighed under, the Alaskan Natl
Craime Settlement Act) that is :e:agnized by the United States as eligible Ior
the special programs and services provided by the Tmited States to Indlians
beceuse of their status zs Indians.

trie




ii1} Demon
SOmG:cance reguiremencs;
‘2 Transactions are executed in compliance with
(i Laws, ragulacions, and the provisions of contracts or grant
agrzaemencs that could have a direct and macerial eifect on a rFaderal progrsm;
and
{i1) Any other raws and regulations that are identified in the
compliance supplement; and
(3} Funds, property, and other assets are safeguarded against Ioss

from unauthorized use or digposition.

Loan means a Federal loan or loan guarantee received or admiristerzd by
a non-Federal anticy

Local government means any unit of local govermment wicthin
ncluding 2 county, borough, municipallty, city, town, township,
uk:l ic authority, special district, school district, intrastate
ouncil of governments, and any other instrumentzlity of local go

) 'U =

<

Malor crodgram means a Federal program determined by the auditor to bs a
major program in aczordance with § .520 or a program identified as z major
vrogram by a Federal agency or pass-through entity in accordance with
§ .215(c} .

Management decisiop means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the igsusnce of a written decision as to what corrective acticon 1s necessary.

Non-Faderal entity mezns a State, local government, or non-proliit
organization.

Non-profit organizatign means:

(1) any corporation, trugt, association, cooperative, or other
organizatiosn that:

(i} Is operated primarily for sclentifie, esducational, service,
charitable, or similar purposes in the public interest;

(i1) Is not organized primarily for profit; and

{iii} Uses its net proceeds to maintain, iwmprove, or sypand its
oparations; and

(2] The term non-profit organization includes non-profit institutions
of bigher sducation and hospitals.
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.ars an audit of one Federzl program zs provided

Ior in § .2DD

OuesTioned CoSt meane & ©oST that is guesticoned by the auditor because
cf an audit finding:

13 Which resulted from 2 viclation or possible viciation of a
provieion of a law, regulation, cont;act, grent, cooperative agreement, oI
oTher agreement or dogument governing the use of Federal funds, Inciuding
funds uvsed to match Federal funds;

12) Wnere —he costs, at the time of the audit, are not supported LY
adeguate documentation: or

(3 Where the costs incurred appeer unreascnable and do not reflect
the actione a prudent person would take in the circumstances.

Recipient means & non-Federzl entity that expends Federal awards
received directly “rom & Federzl awarding agency to carry out a Federzl

evelopment (Pal) means all resezrch activities, both basic
development sctivities that are performed by & non-
esearch 18 defined zs a systematic study dirscted toward
nowledge or upnderstanding of the subject studied. The Ternm
research elso inciudes activities involving the tralnlng of indiwviduzis in
research technigues where such activities utalize the same facilities as other

:esearch and a&ve;opment activities and where such achtivities are not included
in the instruction function. pDevelopment is the systemstic use of knowledge
and understanding gained from rescerch directed toward the production of
peeful meterisls, devices, systems, or methods, including des:ign and
development ¢f prototypes and proCcesses.

Single audit means an audit which includes both the entity's financial
statemente and the Federal awards zs descrabed in § 500

Stete means any State of the United States, the District of
tne Zommonwezlin of Puerto Rico, the Virgin Islanfs, Guam, hmerican Samoa, Lae
CommonweslTn of the Northerr Merienz Islands, and the Trust Territory of the
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d ‘IFA: inz neral student
authorizad Bducetion Ec:
L5.C. 107D a 2red by zhe
ation, and zimilea i other Faders:
nclude programs ‘e DY similar
a7 & Commes Sor ed sTudiss or

Subrecipisnt means a non-rFederal entlity That expends Federal awards
ived irom a pass-through entity to carry out a Federal program, nut doas
otoinclude an individual that lS & beneflcla y of such a program )
sunraciplient may also be a recipi cf otner ?ederal awards directly Irom &
Federal awarding agency. Guidance on distingulishing between a subrecipient
ana a vender s provided in §___. 0.

Tvpes of compliance recuirementq refers Lo the types of compliance
reguirements lisced in the compliance supplement. Examples include:
activities allowed or unallowed; a110wable costs/cost principles; cash
manadement; eligibiiity; matching, level of effort, earmarking; and,

renorting.

Vendor msans a dealer, distr
a

ibutor, merchant, or other seller providing
uired fo

r the conduct of a Federal progrem.

guods or services that are re Y

These goods or services may ke for an organization's own use or for the use of
beneficiaries of the Faderal program. Additional guidance on distinguishing
hetween a subrecipient and a vendor is provided in & .210.

Subpart B—-Rudits

§ __ .z200 Audit requirements.

(a) udit reguired. WNon-Federal entities that expend £300, 000
{2500,000 for fiscal yeers ending after December 31, 2003) or more in a year
in Faderal awards shall have a single or proq;am—apeciflc audit conduciaed fnr
that year in accordance with the provisions of this part. Guidanca on
determining Fesdersl awards expended is provided in §  .205.

() Single sudit. MNon-fFederal entities that expend $300,000 (5300,000
for fiscal years ending arfter December 31, 2003) or mere in a yesar in Federal
awards shall have a single audit conducted in accordance with §__ .500 sxcept
whan they elect to have a program-specific audit conducted in accordance with
paragraph (e} of this section.

(c) Program-specific audit election. When an auditee expends rFederal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agreements do not reguire a financial
statement audit of the auditse, the auditee may elect to have a program-
specific audit conducted in accordance with § . 235. A program-specific

zived from the zame Federael agency, or the same Federal agency and ths
-through entity, and that Federal agency, or pass-through entity in
of a subrecipient, approves in advance a program-specific audit,

() txemption when Federa)l awards eypended zre less than $300,000
(5500, 000 For fiscal vears ending after December 31, Z(03}). MWon-Federal
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der cwe : 1 m
awarc Lo erpeLdec should bE LeSed of, Whel the actlvity Xeiatle
UTZUr S Generally, the zctivity pertaing to events Thel regu
Feoere TCo COmE i lawg, reguletions, &nd the LIov
TOTILY SUCHh @& eAPenCitureexpernss Tr
zE80C moursement contracis, Toopere .
anc o ighursement cof funds passed t
subre C roceeds under loan and loan g
DIOCr ipt of properiy; the recelipt of surpius pro
recel program income: the distribuliond ¥ CORSUMPLIL
ZOMRG isbursement ¢f amounts entitliing the non-Fedex
an in y; &nd, The period when insurance s in fcrce.
oy Loan znd loan guarantees {igarei. Since the Federal Government 1S
at risk for loans until the debt the folilowing guldelines shall be
1 s 1g

axpended under
and (d) of tnis section:

2l TrograliE,

oy Value of new loans made or recexved during the fiscal wvear;
plus

iz} Faiance of lcocans from previous years for which tThe Feoersl
SoveryTent impeses CORtinuing compliance reguirements; plus

] Lpy interest subsidy, cash, o7 admanigirefive <Cs3t a2illliwalCe

Loen end losn Quarentess (leansi @t -nstituticons of bigher
When loans are made to students of an instituticon ¢f higher
& put the institubi i g, then orly the value of
lcans made during the rzl awazrds expend

1 v hall be considered e2d in tThat
vear. Tne halance of ilcans for previous y=ars 1s not includsd as Federeal
ewerds expended because the lender accounts for the pricr balances

=N Endowment funds. The cumulative balance of Federzl awzrds for
endowment funds which zre federzlly restricted are considered awards sxpsnged
in =ach y=er in which the funds are stoll resiricted.
received by itself Zs 1 considered &
part However, free rept receivad &g pazt




& edicaid payments o a subrecipient for providinz
icas to de caid eilgible individuals are not considered
bs a ds ezpended under Ihis part unliess a 3tate reguirss -“he funds oo
ne ftrasted as Federal awards expended hesause reimbursement is on & cusi-
reimbursement basis.

Sl Certain loans provided bhv the National Credit Unipn
hdministration. For purposes of this part, loans made froem the Rational
Tradit Union Share Insurance rund and the Central Liguidity Facilifty that are
funded by contributions from insured institutions are not considered Federal
awards expended.

§  .210 Subrecipient and vendor determinations.

hn zudites may b2 2 rec

E) b
awards expsanded as a recipie eC
under this part. The paymen fo
ndor would not be considered d s ui
d (c) of this sec Llon should be considered in determining
constitute a rederal award or a paymeni for goods and
ederal award. Characteristaics indicative of a Federal award
ubrecipient are when the organization:

(1) Datermines who is eligible to raceive what Federal financia
assLstance;

(2) Yas its performance measured against whzther the ojectivas
cf the Federal program are met;

{3) Has responsibility for preogrammatic decision meking;

(4} Has responsibility for adherence to applicable Federal

: I ¥ Pp
program compliance reguirements; and

15) Uszs the Federal funds to carry out a program of the
crganization as compared to providing goods or services for & program oI the
pass-through entity.

() Pavment for goods and services. <Characteristics indicative of a

sayment for goods and services received by a vendor are when the organzzation:

Provides the goods and services within

(1)

normal business

10
PAGE .
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is5 responeikle for estaklishing
ce by for-profit gubrecipiente,
chould describe appl
yrecipient's complianc
for Fecerzl awszrdes mads to for-
adits, menitcring during The
) Compiiance responsipiiity for wvenders n most zzses, LThe

528
compliance responsibil r vendors is only te ensure that the
., Treceipt, and payment for goods and services comply wiih laws,
, and the provisions cf contrac rant agreements.  Frogram
reguirements normally do 5
aud responsikzle for ensuring compliance for vendor tran
zre structured such theat the vendor is responsiblie for progral
“he vendor's records must be reviewed to determine program
when these vendor transactions relate Lo a major program,
&udir shell Znclude determining whether these Transacilions

with laws, reguletions, and the provis:ions of contracts ox
S .215 Relation to other audit requirements.
n liew of other aucdit
in iieu of any fimanc
o Tne ertent this zud
and use such audits,
ty oI Federzl sgencies,
ot or arrange for acditio
ts, eveluatlions, Ainspectlo
constraln Federzl ggencles {-om
aud:ts shall Le plznned &
rformed by other auditors
for azddijional audits. A Federal agency
tional audits shall, consistent with other
range for funding the full cost of such
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5 .220 Frequency of audits.

ol
and (b) of this section, suditfts regui
annually. Apy biennial audit shall ¢
oeriod,.

Lrxz=pt for the provisions Ior

&l government that is reguired by constitution or
ary 1, 1987, to undergo its audits less freguentiy
d to underge its audits pursuant
=3

=} T his part
nt must =till be In effect for th

than annuaily T
niennial period

!
miannially.  Thi
undsr audis.

O
e

'y

t had biennial audits for all
and January 1, 1985, is
his part biennially.

) Any non-profit organiza n
plennial periods ending keitween Jul

Ti0
y 1
permitced to underge its audits pursua

oo~
+
o~

L2258 Sangtions.

th

No audit costs may be charged to Federal awards when audits reguiresd by
this part have not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
zonducted in accordance with this part, Federal agencies and pass-through
a s shall take appropriate action using sanctions such as:

[
n

f Federal awards until the pudix

o

8 percentage

{m) Withhelding or disallowing overhead costs:

[

uspending Federal awards until the audit is conducted; o

8]
w

(d) Terminating the Federal award.

§ . 230 Rudit costs.

fa) Bllowable costs. Unless prohikbited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges t
Fegderal ewards. The charges may be considered a direct cost or an allocate
indirect ¢ost, as determined in accordance with the provisions of applicabl
OMB cost principles circulars, the Federal Acguisition Regulation (FRR) (48
CFR parts 30 and 31), or other applicable cost principles or regulations,

e
d

[}
o)




& L2358 Program-specific audits.

audit guide avai
avzilabie to provide
to internal contrel, complianc
aundit reporting regu:
Inspector General of
aui s averlable. When & current
able, the auditor shall follow GAGARS
rogram-specific audit.

guide not evallable.

i1} Wnen @ program-
zpecli the szuditee and auditcr shell have
basice the Federal preogram s they wovld have
for an ingle audit.

ghell prepare z—ne financial statementi{s) for the
at & minimum, a schedule of ezxpenditures of
and notes that describe the gnifZcant

mmary schedule of

paring the schedule, a su
with zhe reguirements cf & 315 (), and a
ent with the recuirements of § C21E () .
ch The auditcor shell:
i rPerform zn sudit of tThe financ-al statement{s; for the
Pederel program in accordance with GAGAS;

tiij Obtain en understanding of internsl control and
PEriorm “ests of internal control over tne Federal program coneisient with the
requrrements of §  .500{c) for & mejor program;

{ ) Periorm ietermine whether The aucitee
hias compl a e ovisions of contracts or grant
ag I, & u & a wteriagl effect on the Federel program
consistent with the regulrementis of §_  .500(d) for a major program; and
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t on internal control related Lo Zhe Fa a
ne scope of Testing of internael control and the

fii1; A report on compliance which Includes an opinion {or
disclaimer of opinion! as Lo whether the auditee complied with lawvs,
regulations, and the provisions of contracts or grant agrezments which could
fiave a direct and meterial effect on Zhe Faderal program; and

A schedule of findings and guestioned costs for the
includes a summary of the zuditor’s results relatlive o
a formatz consistent with §  .505(d) (1) and iindings
onsistent with the requirements of §  .505(4) (3},

(el Report submission for program-specific audif{s.
i} Tne audit shall be completed and the reporting requirad by paragraph
1 (2 or () (3) 2f this section submiz<ed within the sarlier of 20 dayvs afiser
ceipt of the auditor’s report(s}, or nine months after the end of the audic
neriod, 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-
spacific audit guide. (However, for fiscal years beginning on or befores Junse
30, 1998, the audit shall be completed and the raguired reporting shall be
submittfed within the earlier of 30 days after recelipt ol the auditor’s
reportis), or 13 months after the end of the auvudit period, uniess a differ
period is specified in a program-spacific audit guide.) nless restricted
law or regulation, the audites shall make report copies available for publ:i
inspection.

{2) When a program-specific audit guide is avallable, the
auditee s3hall submit =0 the Federal clearinghouse designated by OMB the data
ceollegtion form prepersed in accordance with §  .320(b), as appliczable 1o a
program—specific audit, and the reporting “Qqu“ed by the program-specific

audit guide to be retained as an archival copy. BAlso, the auditee shall
qubmit o the Federal awarding agency or pass-through entity the reporting
sgquired by the program-specifilic audit guide

{2} Wnern a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action pian as described in paragraph (b) (2) of
this saction, and the auditor's reportis) described in paragraph (k) (4} of
this section. The data collection form prepared in accordance with

14
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(c; dther secvicons of This LErT may apml Program-spec: ¢ audites
ere subliect o § 100 “hrougn &  Zilbiny, € 220 rtnrougn & .230,
§ _ .300 through §___.305, § S3LI5, §_ L 220(Ef) througn § 320{(3y, & 400
through § 405, € .510 through & 515, and cother referznced p
of this part urlcss_?zhtrafy TC¢ The provisions of this secrion, 3 p
Speciiic audit guide, or program laws and reguleticons

Subpart C--AZuditess
s . 300 Auditze responsibilities.

The audites shalil:

=y ldent
erxpended and the

program and award
nd number, awsrd

nternal contreol over Federal programs that provides
hat the auditee 1s managing

lance with laws, regulations, and
sements That could heve a material

|+
-t
I

contracts or

ete fimsncial statements, incliuding the schedule
awards in accordance with § L3120,

Ensure that the 14 reguire ; this part
and submitied wi . I extensicns to the

ATTACHMENT .G
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d 1o as
,obeeL TIla
azlve Regu and
UCATLOMN, on-
B (48 CFR Dil= OMEB 5
of Admini ns Gffice, room 220U,
& I lding, Washing: Whenever possibla,
audiress shall make positive 2iforcs o ginssses, Minoriiv-
owned [irms, and women's DHUSiness enter oturing audit servizes as
stated in the A- ¢02 Common Rule, 0MB Cir the ¥R (48 CFR part
42z), as applicable. In rsguesting proposals for services, the
objectives and scope of the audit should bz made Factors to be
considered in evaluating each proposal for audit ces include the
responsivenass o the raguast [or proposal, relevant sxperiencs, availapility
of gzaff with professional gualificaticons and technical abilities, thes resulis
of external guality control reviews, and price.

4=} Restriction on auditor preparing ipndirect cost propgsals. An
audizor who prepares the indirect cost propesal or zost allocation plan may
not also bs selected to perform the audit reguired by this part when the
indirect casts racoverad by the auditse during the prior ysar exceeded 31
estriction applies to the pase year used in the preparation of

100

cost prooposal or cost azllocatlon plan and any subsequmnt years 1
which the resultling indirect cost agreement or ¢ost allocation plan is used :
recovar zosts.  To minimize any disruption in existing comtracts for audit

P

gervices, this paragraph applies to audits of fiscal years beginning aftc

Py

June 30, 183B.

n
O

(o) Dse of Tederal anditprs. Federal auvditors may pexiorm all cr par:
£ ; :

of the work reguired under this part if they comply Zully with zhe
reguirements of this part.

g L 210 Finapncial statements.

tay Financial statemepts. The auditee shall prepare financia
ements that reflect its financial position, results of operations or
nges in net assets, and, where appropriate, cash flows for the fiscal yvear
tad The financial statements shall be for the same organizational unit
and fiscal vear that is chossn to mest the reguirements of this part.
However, organization-wide financial statements may also include departmentes,
agencies, and other organizational units that have sepsrate audits in
accordance with §  .500(a) and prepare separate financial statements.

(b} Schedule of sxpenditures of Federal awards. The auditse zhall
also prepare & schedule of expenditures of Fedzaral awards for the period
covered by the audicee’'s financial statements. While not reguired, the
audites may chocse to provide information reguested by Federal awarding
agencizs and pass-through entities to make the schedule easier to use. or
example, when a Federal program has multiple award years, the auditse may 12
the amount of Federal awards expended for =zach award year separately. AT a
winimum, the schadule shall:

*Ly

] List individuel Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards sxpended
shall be shown either by individual award or by Fesderal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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QLar I erntitieg EnNoe:d

& Tnx
prov.cged L¢ sSuprecIipisnts IYom each

LB Inciude, 1L =ither the sch
i the Federzl awards expernqed 1ir
of inmsurance in effect during the v
curstanding at vear end. While not
g information in the schnzdule.

§ L. 215 zudit findings follow-up.

a3 General. The auditee is responsible for follow-up and ¢
action or all audit findings. Ac part of this responeibilicy, the a
shall prepare a summary schedule of prior audit findings. The audit
zlsc prepare a corrective acotion plan for current year audit findings.
summary schedule of prior audit findings and the corrective action plan sh
includes the refersnce pumbere the auditor asesigns to audit findings under
§  .510lc). fince the summary schedule may include audit findinges from
miltipZe vears, it shall include the fiscal year in which the finding
initially ocourred.

N

of

in

() Summarv_schedule of prior audit findings. The summary schedul

ior audit findings shall report the status of a2ll audit IlDdAngS includes

ior audiz's schedule of findings and guestioned costs relative to

1 ards. The summary schedule shall also include audit IZindings

ed in the prior audit's summary schdeTE of prior audit findings except
findings listed as corrected in accordance with paragra pr {(b) (1) of zhis

section, or no longer valid or not warranting further action in accordance

with paragraph (k) {4) of this ssction.

{1y When audit findings were fully corrected, the summazy
hedule need only list the audit findings and state that corrective action
~ =

s5C Ll
was Taken.

iy When audit findings were not corrected or were only
partially corrected, the summary schedule shall describe the planned
correcrtive action as well ag any partizl corrective actiom taken.

[z} When corrective acTtion taken is significantly different from
Corrective action previously reported in & corrective action plan or in the
Federal agency's or pass-through entity’ s mansgement decision, The summary
schedule gnall provide an explanation.

[4) Wnen the auditee belleves the audit *“nf~rg b o longer
valid or de not warrant further action, the reasons for this ngll be

described in the summary schedule. 2 valid reason for cons
finding &s not warranting further action is that all of the fo

S Twe years have passed since the zudit report in
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“re Tonding oocourred was submitied o

The Federa. & no:
with the audi:
1:i; A managsement
2ctivVe agTion olan Af +thne zpmoietion oI tne audit, The
spare a corrective action plan o address each aud: fin
current vyzar audiior's reports. The corrective action o
2 name 's1 of the contact personis) responsible for 2
ective action pianned, and —1e anticipated completl &
oes not agr=e with the audic findings or pelieves o
guir=d, then the zorrective action plan shall includ
speciiic rsasons
g L3290 Report submigsion.

The audit shall be completed and the data collaction

{a) General.
form described in paragraph (b) of this section and reporting package
described in paragraph (e} of this section shall be submitted within the
zarlier of 30 days after receipt of the auditor’s reportis), or nine months
afcer the and of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit, (However, for fiscal

vaars peginning on or before June 30, 1998, the audit shall be completed and
zhe data collection foym and reporting package shzall be submitted within the
sarlier 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.

() Data Collazttion. {1} The auditee shall submit a data collect ion
form which states whether the audit was completed in accordance with <his par
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available Zrom the
Faderal clearinghouse designated by OMB, and include data elements similar :to
thoge presented in this paragraph. B senior level representative of the
auditee {e.g., State controller, director of finamce, chief executive oificer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee cowplied with the raqulrnmenus of thi
parc, the form was preparad in accordance with this part (and the instructions
accompanying the form), and the information included in the form, in its
entirecy, are accurate and complete.

2 The data collection form shall include the following data
a2lamants;:

(i} The type of report the auditor issued on the financial statements of
the auditee (1.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer cf opinion).

{11} Where applicable, a statzment that repor:tzble conditions in internal
control were disclosed by the audit of the financiel statements and
whether any such conditicons were material weaknesses.

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

-

-
1=
ko

1

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

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

18
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aescribed
appl cable

source of

of each major
programe should bDe
Ca

The amount of expenditurec n the schedule of expenditures oI Fedesras
awards asscciaced with each Federzsl program.

1 program, a yes ©r nho Statement &5 Lo whether U
nge in each of ths following types of compliance
d the total amount of any guestioned CosSts:

(&} metivities aillowsd or unallowed.

(B} hllowsble costs/cosSt principles.

e Cash management.

D} Davis-Bacon AGCU.

{E} Eligibilicy.

{(F) Eguipment and rezl property management.

(G) Matcning, level of efiort, carmarking.

(H) reriod of availability of Federal Ifunds.

] Procurenent and suspension and debzrment.

(3 Frogram income.

{33 Real property acguisition and relocafiorn assistance.
(L) Reporting.

(M) Subrecipient MONitoTing.

() Special tests and provisions.

Zuditee Name, Hmployer Identification Number | Kame and Title of

8],
Certifying Officizl, Telephone Number, Signature, and Date.

ruditor Name, Kame ané Title of Contact Person, Audizor hddress,
zuditor Telephone Number, Signature, and Late.

ther the zuditee has either & cognizant or oversight agency for
Lt

cognizant or oversight agency for audit determimed in

The name of the
ith § .40C{a) and § .400(b), respectively.

accordance w

0z Using the information included in the reporting package
in paragraph (c) of this ssction, the avditor shall complete the
sectione of the form. The auditor shsll sign a statement Lo De
e part of the data collection form that inaicates, &t a minimam, the
“he information included in the form, the auditor's responsibillity
informaTion, that the form is not & substitute for the reporting
described in paragrapk (o) ©f this section, and that the content of
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discussaed in §

td Submission to clearinghouss. All auditees shall submit o the
Federal olsaringhouse designated by OMB the data collection form described [n
paragraph (b} of this gection and one copy 2f the reporting package described
in paragraph (c) of this section for
(1 The Federal tlearinghouse te retfain as an archival copy;
and
(2) BEach Federal awarding agency when the schedule of findings

and guesticned costs disclossd audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly.

3
m

2ddicionz]! submiggion bv subrecipisnts. 1y In addition o
n-s discussed in uaragraon (d} of this section, auditess Chat ar
zipients shall subwit to =sach pass-through entity cone zopy 2i oh

1 parkage described in paragraph (c) of this section for each pas
hrough entity when “he schedule of f£indings and guestioned costs disclos
audit findings relating to Federal awards that the pass-through enticy
provided or the summary schedule of prior audit findings reported ths status
of any audit findings relating to Federal awards that the pass-through =ant:ity
crovided.

R g
It

2

(2) Instz2ad of submitting the reporting package to a pass-
through =ntify, when a subrecipient is not required to submit a rspo

packages to a pass-through cn‘ity pursuant Lo Daragraph (e} (1) of this s
the “ubrecipient shall provide written notification to the pass- Liro gh
chat an audit 9f the subrezcipient was conducted in accordance with thi

\1uc‘ud4ng the period covered by the audit and the name, amount, and
numper of hn Dﬂderal award{s) provi ided by the pass- i'1’11"cmf::h “ﬂt:bv);

to _he rederal awardfs) tnat the pass-through entlty provided; and, che
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award({s) that the pass-through entity
provided., A zubrecipisnt may submit a copy of the reporting package described
in paragraph (<} oL this section to a pass-through entity to comply with this
notification reguirsment.

£ Recuests for weport copies. In response o reguedts by a Faderal
agency ox pass- through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph {¢) of this section and, if
reguestad, a ¢opy of any management lettsrs lssued by the auditor.

lg) Report recention reguirements.  Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph {e} of this section on
file for three years from ¢he date of submission to the Federal clearinghouse

20
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Subpart D--Federzl kgencies and Fase-Through Entities
E__ .400 Respensibilicies.

la; Coanizant agency for audir respongibilities. ERecipients expending
more than £25 miilion (S50 million for fiscal years ending after Decemoer 21,
zo0%) & vear in Federel awards shall have a C d for audit. The
degignated cognizant agency for audit shall be ¢ Zraing agency
that provides the predominant amount of direct funding 0o a recipient unless

OME makes s specific cognizant agency for audit assigmnment.

Following is effective for fiscal years esnding on or before December 31, Z003:
To provide for continuity of cognizance, the determination of the predominant
i

amount of dirsct funding shall be based upon direct Federal awards expendsd in
the recipient's fiscal years ending 1n 1985, 2000, 2005, and every fifth yesar
thersafter. For exampls, aundit cognizance for periods ending in 1%97 chrough
2000 wilil Ze de termﬁn@c based on Federal awards sxpended n I22L. [{Bowever,
for States and local governments that expend more than 525 million a year in

= =

i
awarde and have previously assigned cognizant agencie

Federal for audit, The
reguirements of this paragraph are not effective until fisczl vears beglnming
after June 0, ZU00.)

Following ig effective for fiscal years ending after Dscembexr 21, ZLULZ:
The deterwination the predominant amount of direct funding snall be based
upon direct Federal awards expended in the reciplent's fiscal years ending -n

&)
th b

2004, Z00%, 2034, and svery fifih year tnereafter. For example, audit
cognizance for periods ending inm 2006 through 2010 will be determined based on
Federal awards expsnded inm 2004. ‘Mowever, for 2001 through 2005, the

cognizant agency for audit is determined based on the predominant amount of
direct Federz] awards expended in the recipient’'s fiscal year ending in 20007 .

Kotwit ing the manner in which audit cognizance is determined, a Federzl
awaral nicy with cognizance for an auditee may reascign cogrizance to
anoths edera]l awarcing agency which provides substantial direct funding and
agrees e the cognizant agency for audit. Wicthin 30 Qavs afzer any
reasgel hoth the oid znd the new ¢ognizant egency for azudit shall aotify
the aud and, if known, the auditor of the reesssignmert. The cognizant
agency udit shall:
{1) Provide technical audit advice and llalison Lo auditess and
audirtors,
(23 Congider zudites reguests for exteneions o the report
“ ™ e
A ACHMENT ...............




ing by the
guired Dy GAGAS

anforc
T

) xavise ithe auditor and, where aporopriate, the audizze of
25 found in the audics when the deficiencies reguire corrsc:ti

any defic ive
action by he audizor. When advised of deficienciss, the auditee shiall work
with the auditor to fake covractlive action. If corrective actiion is not
:aken, “he cognizant agency for audit shall notify the auditor, the audites,
and wnlicable Federal awarding agencizs and pass-through entities of the
facts aﬂd make racommendations for fsllow-up action. Major inadegquacies or
repaetitive subq andard parformance oy auditors shall be referrsd to
appropriate State licensing agencies and professional bodies for disciplinary
azctlon,

(6) Coordinate, to the extent practical, audlts or reviaws

made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or rasviews build upon
audits performed in accordance with this part.

(7} Coordinate a management decision for audit findings chat
affact the Fedesral programs of morz than one agency.

(8} Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-esffective audit.

(2} FPor biennial auditg permitted under § .220, considex

audites requests to qualify as a low-risk audites under § .5304{a)

(b} Oversight agency for audit responsibilities. 2An auditee which
does not have a designated cognizant agency for audit will be under the
general oversight of the Fesderal agency determined in accordance with
§ .105. The oversight agency for audic:

(1} Shall provide techrnical advice to auditees and auditors as
ragquastad.

(2} May assume all or some of the responsibilities normally
performed by a cognizant agency for audit.

e) Faderal awarding agency responsibilities. The Federal awarding
cy shall perform the following for the Federal awards it makes:

QJ

(1) Identify Federal awards made by informing each recipis=nt
of the CFDA title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Faderazl

ency shall provide information necessary to clesarly describe the Federal
award.

{2) Advise recipients of resguirements imposed on them by
deral laws, ragulations, and the provisions cf contracts or grant

{3} Ensurs that audits are completed and reports are rzczived
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‘iowing for the Federal awerds it

eae by informing each

name and nuamber, awarcé year, oI
Wnen some of ie infcrmation

i} proviae thne best information

(Z} hdvisze subrecipients of reguiremsnts imposed on them by
Federzl laws, regulations, and the proviegions of contracte or grant agreements
as well zs any suppiemental reqguirements imposed by the pass-through entity.

{3} Monitcr the zctivitlies of subrecipients zg necessary Lo
ensure that FPerieral awards are used for authorized purposes in compliance with
laws, regulaticns, and the provisions of contracts or grant agreemente and
that periformance gosls zre achieved,

(£} Ensure that subrecipients expending S300, 000 (£506, 000 for
fiscal years ending after December 21, 20062) or more in Federal awards dur:ing
the subrecipient's fisczl year have met the audit reguirements of this part
Zor that fiscal vyeaxr

Issue a management decision on audit findings within six
eipt of the subrecipient’s zudit repert and ensure That The
e

C
-
months z2fiter r
T s appropriate and timely cerrective action.

subraciplent
6 Congider whether subrecipient asudits necessitate

(e}
adjustment of the pass-through entity's own records.

7 Reguire esach subrecipient to permit the pass-through
ors to nave access Lo the records and fi L&

Yy
i/
entity and auditors f
the pass-through entity to comply with thi

necessary for

E 405 Management decision.

Seneral. The management decision shall clezrly state whether or
it finding i1s sustained, the reasons for the decision, and the
ditee action to repay diszllowed costs, make financial adjustments,
er action. If the zuditees has not completed corrective action, &
or follow-up should ke given, Priocr to Iissuing the managemsent
he Federal agency or pass-tnrough entity may reguest

additional ‘nformation or documentation from the auditee, includlng a reguest
for auditor zssurance related to the documentation, &s a way of mitigatimg
diszllowed coste. The managemsnt decision should describe any appesl process
g che avdites.

o Fageral sgency s provided in § L4000 (&) {7y, the cognizant
agenoy for sudit shall be responsible for coordinating & managemsnt decislon
Zor zudit findings that affect the programs of more than one Fedsral agency.
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providea In §_ .400(0d) (5),
r making the mansgsmsent 3
awards it makes o subrec

irements. Tne entily responsible Ior maving the
hall 4o 50 wicthin six months of receipt of the aud
cuion Zhould e initiated within £ix months 2

as rapidly as possible.

5

T

H o
Q

[§]
oL
b

numberg. Manasgement decisions shall include the
auditor as qzjnmd to each audit finding in accordance

Tt E--Buditors
§  .300 Scope of audit.

(a) General. The audit shall pe conducted in accordance wlth GAGAS.
The audit shall covar the entire operations of the auditee; or, at the option
2f the auditee, zuch audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersd Federal awards during such fiscal year, provided tha:z
each such audit shall sncompass the financial statements and schedule of
evpenditures of Federazl awards for zach such department, agency, and other
organizational unit, which shall bes considerad to be a non-Federal enticy.
The financial statemsnts and schedule of expenditures of Federal awards shall
be for the same fiscal vear.

{(b) Financial statements. The auditor shall deterxmine whether the
financial statements of the auditse are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shall alsc determine whether the schedule of ewpenditures of Federal
awards 1s presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

&

{c) Tnternzl concrol. (1) In addition %0 the reguirsments ol GRAGAS,
the auditor shall perform procedurss to obtain an understanding of internal
control over Federal programs sufificient to plan the audit to support a low

i
assegsad level of control risk for major programs.

e
1

(2) Except as provided in paragraph {c) (3) of this section,
the auditor shall:

(i) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance requirsments for sach major program; and

{(11) berform testing of internal control as planned in
paragraph (c) (2) (i) of this section.

(3) When internal control over some or all of the compliance

regquirements for a major program are likely to be ineffective in preventing or
detscting noncompliance, the plannlng and perferming of testing described in
paragraph (e){2) of this section are not reguired for those compliance

requirements. However, the auditor shall reporit a reportable condition
{inciuding whether any such condition is a material weakness) in accordance
with § .510, assess the related contrel risk at the maximum, and consider

whether additional compliance tests are raguired because of ineffective

24 -
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{ %) For The comp.lance reguiremsnts =1z o 2 ai
LT ograms .7 the compliance sy ement ., an audit ol thess compilance
YEgULTYSMERTS meet the rsguiremsnte of <his part. Where there have been
changses Lo Lhe compllance Yegulr g and the changes are not reflecred in
the compliance supplement, the aua;:’r Shai.l determine the current compliance
requirements and moflfy the audit procedures accordingly. For those Federal
programs not covered in the ﬁothA- ice supplement, the suditor should use tne
types of zcmpl;arﬁe regulrements contained 1n the COMpllanCe Supplemsnt ac
guidzncoe for identifyving the tvpes of compliance reguirements Lo LesT, &0
derermine the reguiremsnts governing the Federal program Dy reviewing Lhe
provislions of contracts znd grant agreemsnts and the laws and regulations
referred To in such contracts and grant agreements.

(4 The compliance resting shall include tests of transacticns
and such other auditing procedures mecessary to provide the auditor sufficient
cvidence to SUPROrt an opinion on compllance

=y Zudit follow-up. The zuditor shall follow-up on pricor aud:l
nge, perform procedures to assess the reasonablensss of the summar
ule of prior audit IZindings prepared by the aud‘fﬁp in accordance with
.215!b), and report, as a current yesr audit finding, when the auditor
nciudes that the sammary scneaule of pr*ov udit Flnd;ngs materially
epresents th= status of any prior audit *1na1ng The auditor shall
T audit ilow-up procedures regardless of whether z prior sucit fondin
£ES To a major program in the current ysar.

t
A

D) Dats Collection Form. Ac reguired in § .320(b)( , the auditeor
snall complete and sign specified sections of the data collectionm form.
E 05 rudit reporting
he guditor’s reportis) may be in the form of elther combined cr
poTrt

he auditor's reporz (s) shall state that the audit was

o]
£ and may be organized differently from the manner presented in
o
cordance with thie part and include the following:

Zn opinion {or disclaimer of opinion) as to whether the financial

&)
ements are presented falrly ir all material respects in conformity with

{
stLateme
generally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federal awards is
presented fairly in all materiazl respects in relation to the financial
statements taken as & whole.

{b) A report on internal contrel related to the financial statements
aﬁd mzjor programs. This report shall dsscribe the scope of testing of

e_nql control and the results of the tests, and, where applicable, refer to

the separate schedule of findings and guestioned costs descriped in paragraph

{d) =f this section.

{c) E report on compliance with lawe, regulations, and the provizions
of zontracts or grant agreements, noncompliance with which could have a
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ay rafer of findings and guestioned
a oarag

s b schedule of findings and gusstioned =osos wnich shall noluds
e foliowing Three COWMPONEDTS

flv A summary I the auditor's resuits which zshall include:

L1 The type of report the auditcr issusd on the
LLna.w;al stacements of the auditee [i.e., ungualified opinion, qualifi=d
opinio adverse opinion, or disclaimer of opinioni;

(i1 Where applicable, 2 statement that reportable
monditions in internal control were discliosed by the audit of the financial
statements and whether any such conditions were material weaknesgses;

{1343) 2 gtatement as to whether the audit disclosed any
noncompl iance which is material to the financial statements of the audizes;

{iv} Where applicable, a statement :hat portable
conditions in internal control over major programs were discl ed by zhe auditc
and whether any such conditions were material weaknesses;

(v) The type of report the auditor issued on compliance
for major programs (i.e., ungualified opinion, gualified opinion, adverss
opinion, or disclaimer of opinion);

{(vi) A statement as to whether the audit disclesed arny
audit findings which the auditor is reguired to report under § L5100 (a);
(vii) An identification of major programs;

(viii})The dollar threshold used teo distinguish between
Type A and Type B programs, as described in § .520(b); and

{ix) L statement as to whether the audites gualified as
a low-risk auditee under § .B30,

{2} Findings relating to the financial statements which are
reguired to be reported in accordance with GAGAS.
{(3) Findings and guestioned costs for Federal awards which

shall include audit findings as defined In § L5310 (a).

(i} audit £indings (e.g., internal control findings,
compliance findings, guestioned costsg, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(11} kudit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (dy {2} and (d4)(3)
»f 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 cother section of
the schedule.
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Frnown guestiomned costs which are greater tham $120,000 Zox
ance requirement for & major program. Fnown gusstioned cosSte
cally adentified by the auditer. In evaluaring the effect of
cn the ominion on compliance, the audltor comsiders the best
cal costs gusstioned (likely guestioned costsl, not just the

ts specifically identified (known guestioned ccsts), The

alsc repocrt known gusstioned costs when likely cuestionsd costs
han 510,000 for a type of compliance requirsment for a major

reporiing questionad costs, the auditor shell inciude information

r perspective for judging the prevalence and conseguences of

w O M M
=W oom I‘H]—’-

Y A. In

{£) Ynown guestioned costs which are greater than $20,000 for
I program which is not audited as a msjor program. Except for audit
up, the auditor is not reguired under this part to perform audit

durﬂs for such & Fedsral program; therefore, the auditor will normally
ind guestionsd costs for @ program which is not audited as a major
However, if the auditer does become aware of guestioned costs for a
21 program which is not audited as a major program ie.g., as part cof
fellow-up or other audit procedures) and the known guestioned cost
r than $10,000, then the auditor shall report this azs an audit fin
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(5) The circumstances concerning why the auditor's report on
"ompT‘unﬂe for mejor programs is other than an ungualified opinion, unlsass
such circumstances are otherwise reported as audit findings in the schedule of
indings and questioned coste for Federal awards.

e} ¥nown fraud zffecting & Federal award, unless such fraud
is otherwise reported as ar auvdit finding in the scheduie of findings and
guestioned costs for Federal awarde. This parzgraph does not reguire the

auditor to make an additional reporting when the auditor confirms that the
fraud was reporved cutside of the auditor's reports under the direct reporting
reguirements of GAGLS.

(7} Tnstances where the results of audit Icilow-up procedures
disclosed thalt the summary schedule of prior audit findings prepared by the
auditee in accordance with & .315 (b) materially misrepresents the status ol
zny pricr audit finding. _——

(b Budit findinog detzil. Rhudit findings shall be presented In
sufficient deterl for the auditee to prepare & ”O*reﬂ':ve action plan and tzke
corrective action and for Federzl agencles and pass-through entitles to arrive
at & management decision. The fcllowing spec:ific Informatlion shall be
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uilrement upon whioh the audic
v, or other citaIlion.

3 T g facts that support the
deficlency identified in the audit F_nd ing.

{4y identification of guestionad costs and how they were
compui ed

(5 Taformavion to provide proper perspective for judging the

prevalence and consseguences of the audit findings, such as whether the audit
findings represent an isclated instance or a svstemic problem. Where
ppropriate, instances identified shall b2 related to the universes and the
umber of cases examined and be guantified in terms of dollar value.

(6} The possible asserted effect to provide sufiicient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper correciive action.

Recommendations vnnt future otcurrences of the

i) Q
deficiency identified in the audit

pr
ndin

-
£4

{8} Views of responsikle officials of the audites when there
is dizagrezement with the audit f£indings, to the extent practical.

() Reference numbers. Each audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy

refarencing of the audit findings during follow-up.

§ .515 Audit working papers.

(a) Retention of working papers. The auditor shall retain working
papers and reports for a 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. Wnen the auditor is aswars
that the Faderal awarding agency, pass-through entity, or audites is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

(B Access to working papers. hudit working papers shall be made
availabla upon rsguest to the cognizant or oversight agency for audit or its
designes, a rederal agency providing direct or indirect funding, or GAO at the

complation of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access Lo working papers includes the right of Pederal
agencies to obtain copies of working papers, as is reasomable and necszssary.
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z. el = w 4 oEpLUTEath Lo
VLI FEQEral prodra & rEms EESC ALLIOAETI
Livi_dde conglidervatlon oI 3 pr u Trenoe, oVErE
Fen-re. SQENCiss anc DESS-L s enTItLes, o] nErent Tish oI
Federas p§agraﬁ The DYOCEess I paragraphs (Dl TLIOJGL i1y of wnis
Zhic_ 2 L= DL 10wWel
L Tre zud Loy =nail ideniliv the Larcer Feasral
Lo ' & ne labeled Type L programs. Ivpe A RrogGrams are oellinsc
s Pedeval programe with Federal awards expended dguring “he aud:zt period
exceeding The lLargsr of
€300, 000 or three percent (.03 of Total Federal

awarde =ups T se of an aucditee for wnich zZotal Federal awards
expendes egual or exceed 500,000 put are less than oy sgual o $10C mzllion

(14 €3 million or three-tenths of one percent {063 of
“omel Federsl awards expended in the case of an audites for which total
Federas. awards expended exceed 3100 million bhut are less than or eguea. to 510
rillion.

tixd 5320 milion or 18 hundredths of cne percent (.0CLEL)
of torazl Pederz: awards expendsd in che case of an audites for whiich total
Federal awards expended exceed £10 Lillion.

Federal programs nct la eled Type A under paragrapk (b) (1)
of this section shall be labeled Type B programs.

h] The inclusion of large loan and loan guarantess [(lcans)
ehould not result in the exclusion of other programs as Type & programs. When
& Federal prograw providing lcans signi f can*ly affects the number or size of
Type & programs, the auditor shall consider this Federzl program as a IType A
program and exclude itg values in determining cother Type L programs.

)

(4 For biennizl audits permitted under § .220, the
determination of Tvpe B and Tvpe B programs shall be based upon the Federal
awaris expended during the two-year pericd.

Step ». (1) The auditor shell idenmtify Type & programs which az
For a Type A program Lo be considered low-risk, it shall have been
& major program in at least one of the two most recent audlt
periods (in the wost recent aud** period in the case of a biennial auditl,

and, in the most recent audit period, it shall have had ne sudit findings
under §  .510{a). However, the " anditor may use judgment and consider that
aud:t findings from questlonad costs under §_ .530(a)(3) and § .510{a) (4),
Lraud under § .520(a) (6), and audit follow- up for the summary Tathedule of
prior audit findings unaer 5 L5106 (a) {7) do not precliude the Type A program
from being low-risk. The auditor shall consider: the criteria in §  .525({c),
§ .B25{4) (1), § _ .525(d) (2}, and § .525(d) {2); the Vasulfs of audit

follow-up; whethﬁr any changes in pevson=el cr systems aifecting a Type A
program have significantly increased risk; and apply professional judgment in

devermining whether a Type B program is low-risgk.

(23 Notwithstanding paragraph (c) {1} of this section, OMB may
approve a Federal awarding agency’s reguest that a Type A program at certain
recipients may not be considered low-risk. For example, iL mey De necessary
for a large Type A program to be audited as major each year at particular
recipilents o glliow the Federal agﬂncy Tc comply with the Zovernment
Management Refcrm Act of 2954 (21 T, : ) The Fedmrzl agency shall
notifv the recipient and, if known, lezst .60 davs pricr to ths

|
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Uiz or =nzliy Type B programs which ars
judgment sriteria in §__ .525 Howaver,
d 4 paragraph (e) (2){i}(B) &f
ldentiiy more high k Type 2
ST ams Bxcept Ior Ti
ompliance problemz az discussad
5(z}{1), a single criteria in
5 be considered kigh-rishk
aadizor is not expscted to periorwm risk assasswents or
al programs. Tnerafore, the auditor ig only reguired to
an Type B programs that excead the larger of:
[i} $100,000 or three-tenths of one perzant {.003) of
total Federal awards =xpesnded when the auditee has less than or =zoual to 5200
million in total Federal awards expended.

fii) $300,000 or Shree-hundredths of one parcesnt [ .0003)
of total Federal awards expended when the auditee has mere than 5200 million
in total Federal awards sxpended.

(e} Step 4. At a minimum, the auditor shall audit all of the
following as major programs: )

i1} 211 Type 2 programs, except the auditor way exclude any
Type A programs identifled as low-risk under Step 2 (paragraph () (1) of this

section) .

{z) (1} High-risk Type 3 programs as identified under
either of the following two options:

(n) Option 1. At lesast one half of the Type B
programs identified as high-risk under Step 3 {paragraph (d) of this sectcion),
2ycept this paragraph (e} (2) {1) {a) does not reguire the auditor to audit more
gh-risk Type B programs than the numbasr of low-risk Type A programs
entified as low-risk under Step 2.

(B} Option 2. One high-risk Type B program for
2ach Type B program identified as low-riszk under Step 2.

(i1} When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (i} (B) or (B},
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Tvpe B programs tCo be audited as major over a p=riod of

time. :

(3} Such additionzal programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section. This paragraph (e) (3) may reguirs the auditor to audit more programs
as major than the number of Type A programs.

(£) Percentaae of coverage rule. The auditor shall audit as major
programa Federal programs with Federal awards expended that, in the agdgregate,
encompass at least 50 percent of total Federal awards expanded. If the
auditee meets the criteria in §_ .3530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggrsgate, encompass at least 25 percent of total
Federal awards expesnded.

(g Documentation of risk. The auditor gshall document in the working
30 e
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L Devigtion Ivo
zuditor may EleCt To QBTE
Tvpe E programs &8 NETESE
in paragraph (£} of this
reguired to perform the p
1S S2CLIO0
& first-year audit is the first vear =ne entity 1= aulized
or the first year of & change of auditors
{2} To ensure that a frequent change of auditors would not
preclude audit of high-risk Type B programs, this electiorn for first-vear
audits may not be used by an auditse more than oOnce LN eVEYY "hree years
§_  .525 Criteria for Federzl program risk.
(&) Gensrzl. The audiror's determination should be pased on an
verall evaluation of the risk of noncompliance cccurring which could be
material to the Feders]l program. The auditer shall use auditor judgment and
consider criteriz, such ac described in paragraphs (b), (¢}, and (d) of this
section, to iGentify risk in Federal programs. Also, as part of the risk
analysis, the auditor may wish —o discuss a particular Federsl program with
auditee management and the Federzsl agency or pass-through entity.
(b Current and prior audit experience. (1} Weaknesses in interngl
control over Federal programe would indicate higher risk. Consideration
T

should ke given to the control environment over Federal programs and such
factors as the expsctation of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agresmentes and the
competence and experience of personnel who administer the Fzderal programs.

(1) Z Federz]l program administered under multiple
internal control structures may have higher risk. When azssessing risk in a
large single audit, the auditor shalil consider whether weaknesses arg isolated
in a single operating unit {e.g., one college campus) or pervasive throughout

che entity.

When significant parts of a Federzl program are

{21}
passed through to subrecipients, z weak system for monitoring subrecipients
would indicate higher risk
fiii) The extent to which computer processing is used Lo
ister Federal programs, as well as the complexity of that processing,
= T T LN 2858 nd rezwentl
u ate
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Aar. Federe. LIUTUSMS audoiten mr omal oo
sizht sxercised bv Faderal a 55— u
B > weroisad nv Federzl agencies an T
tate For sxample, regeal moniTori avia =
N LVErs) izy which disclos2d no signi 1S W
LoweY i ever, monitoring wnich discl ant :
indicate risk

oM3, may

o provide vhis
rd) Inherent xisk of the Federal program. {1} The nacure of a
Fadaeral program may indicate risk. Consideration should bhe given to the
complexity of the program and the extent to which the Federal program
Tontracss Ior goods and services. For example, Federal programs fhat disburss
funds through third party contracts or have eligibilisy criteria may be of
higher risk. fPederal programs primarily involving staffi payroll costs mey

have a high-risk for time and =ffort reporting, but otherwisge b2 at low-risk.

(23 The phase of a Federal program in ics life cycle at the
agency may indicate risk. PFor example, a new Federal program with nsw
rim regulations may have higher risk than an established program with
ted regulacions., Also, significant changes in Federal programs, laws,
o or the provisions of contracts or grant agrzemenis may incrsase
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(3) The phase of z Federal program in itg life cycle abt the
audiszee may indicate risk. For example, during the first and last years that
an auditee participates in a Federzl program, the risk may be higher due to
stari-up or clogeout of program activities and staff.,

(4) Type B programs with larger Federal awards expended wounld
be of higher rvisk “han programsg with substantially smaller Federal awards
axpe

§ .530 Criteria for a low-risk suditee.

211 auditee which meets all of the following conditions for each of the
preceding twe years (or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low-risk audites and be eligible for reduced audit
coverage in accordance with §_  .520:

(a) Single audits were performed on an annual basisz in accordance with
the provisions of this part. 2 non-Federal entity that has biennial audits
does not gualify as a low-risk auditese, unless agresd to in advance by the
cognizant or oversight agency for audilt.

(b) The auditor's opiniong on the financial gtatemants and the
schedule oif sxpenditurss of Federal awards were ungualifisd. However, the
cognizant or oversight agency for audit may judge that an opinion
qualification deoazg not affect the wmanagement of Federal awards and provide a
waiver.

{c) There were no deficiencies in intermal contrel which were
identified as material wesaknesses under the requirsments 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 walver.
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Health information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOGIATE AGREEMENT (‘Agreement”) is made and entered as of Qctober 1

2008 by and between ﬁdc/bd%&%(b . a ﬁ&%{f_’,@%ﬂ'

[carporation, partnership, dba], whose business address is: 500 B, FrH ing sl C

0 £ ﬂb (hereinafter referred to as “Business” Associate”),
and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

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

related services; and

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

protected health information; and

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

to the City; and

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

which may contain protected health information; and

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

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

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

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

164.504(e) of the Code of Federal Regulation.

NOW,

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

Agreement, the parties agree as follows:

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

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

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

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

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

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

e. Business Associate’'s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, fo 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.

ATTACHMENT FE
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Amendment of Protected Health information Business Associate agrees to promptly make
any amendment(s) to protected heaith 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 disciosures 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.
Avaitability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528. _

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

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

a.

d.

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

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

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

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

OBLIGATIONS OF COVERED ENTITY.

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

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

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

PERMISSIBLE REQUEST BY COVERED ENTITY.

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

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

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

Business Associate’s capacity to use or disclose protected 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 viclation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

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

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

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

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

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

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

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

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

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

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

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

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

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

11.

12.

13.

14.

MISCELLANEQUS

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 B(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California {(except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alieged
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 entitied 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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15.

16.

17.

18.

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

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

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

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

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

(Name of Business Associate) ﬁﬂﬁ?ﬂfﬂ)/ // .

o (U, W Non-proft (opdratan—

{corporation, partnership, individul)

&c% 2008 | BO?EW%‘)

(person legally allélved to bind organization)

Title: H a1t / CED

, 20 By:

{person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

ﬁp 7 20p9 By: a,_\ Assistant City Manager

ity Manager or designee _
“Qity” Bk s ng
R CE IR A

The foregoing Agreement is hereby approved as to form this /D ™ day of
jw , 2009

ROBERT E. SHANNON,

City Attorney%g\
By: = /L
Deputy
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CERTIFICATION REGARDING DEBARMENT

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

1.

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

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

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “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.

b 1Y

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

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

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

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12548, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: 4§0% ﬂ) i

p— —
Name and Title of Authorized Representatives_- Cj %&A%} _A)J ;b#’l«\/ ﬁf QSMM /étq)

Ot Loz P

Signature Date
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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 Reguiations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: 60‘9@/&}/ // —

itle of Agthorize Representatwe&jM /)/b&/‘f{w Uﬁ 671'“/ 7)/45)5'&‘% / C/t:7)
W M 12/25/07

Signature ' "Date
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