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CONTRACT FOR SOCIAL SERVICES

- 31476

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

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between ONE IN LONG BEACH, INC. a California nonprofit
corporation (“Organization”), with offices located at 2017 E. 4™ Street, Long Beach,
California 90814, and the CITY OF LONG BEACH, a municipal corporation (the “City”).

WHEREAS, the City has received a grant from the U.S. Department of
Housing and Urban Development (“‘HUD”) for a program to provide human and social
services to very low, low and moderate income residents of the City; and

WHEREAS, as part of the Grant Agreement (“Grant Agreement”), the City
is required to enter into subcontracts with organizations that provide human and social
services to very low, low and moderate income residents of the City and the City has
selected Organization as a sub-recipient of grant funds; and

WHEREAS, Organization provides human or social services to very low,
low and moderate income residents of the City; and

WHEREAS, the City wishes to support these services by providing Social
Service Grant Program funds; and

WHEREAS, the City Council has authorized the City Manager to enter into
a contract with Organization that provides the grant funding within a maximum amount
and program accountability by the City; and

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

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

Section 1.  The above recitals are true and correct and are incorporated

in the Contract.
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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” entitied “OMB Circular A-133”,
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement’, Attachment “G”
entitied “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.

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

Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.

Section 4.

A. Organization shall afﬁrmatively- and aggressively use its best

efforts to seek and obtain all possible outside funding and in-kind cash match at a
2

LT:bg A09S-03593
L:\Apps\CtyLaw32\WPDocs\D012\P010Y00186602.DOC




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

o O 0 N OO b~ O DN -

N N N N N N DN N N A A A @A QA @ @ a2 a -
0 ~N O O A W N 2~ o © 0o N OO O b~ 0N -

dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Eleven Thousand Dollars ($11,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

Disallowed Cost Report is intended to provide detail to Organization for the
3
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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

and reports within fifteen (15) days after the end of the Operational Year may

4
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result in loss of reimbursement of funds.

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

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

Section 5.

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

5
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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, inciuding by way of example but not limited to case files,
program files, policies and procedures. Organization shall provide all reports,
documents or information requested by the City within three (3) days after receipt
of a written or oral request from a City representative, unless a longer period of
time is otherwise expressly stated by said representative.

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

Section 6.

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

or other forms of compensation; and selection for training, including
6
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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

N
IS

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

N
()]

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

N
»

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

N
~J

assignment or delegation.

N
oo

Section 9.  Organization shall indemnify and hold harmless the City, its
7
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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.

&) 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

contractors liability, and products and completed operations liability. The
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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 ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
in an amount not less than Five Hundred Thousand Dollars ($500,000)
combined single limit per accident.

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

If delivering services to minors, seniors, or persons with disabilities,
Organization’s Commercial General Liability insurance shall not exclude coverage for
abuse and molestation. If Organization is unable to provide abuse and molestation
coverage, it can request a waiver of this coverage from the City. The City’s Risk
Manager will consider waiving the requirement if Organization can demonstrate to the

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

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

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

D. Prior to the start of performance or payment of first invoice,
Organization shall deliver to the City certificates of insurance and required
endorsements for approval as to sufficiency and form. The certificate and
endorsements for each insurance policy shall contain the original signature of a
person authorized by that insurer to bind coverage on its behalf. In addition,
Organization shall, within thirty (30) days prior to expiration of the insurance

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

(2) Other federal, state and local private assistance

12
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available for such individuals, including mainstream resources.

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

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

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

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

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

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

Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
13
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and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

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

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

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

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

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

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

7
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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.

ONE IN LONG BEACH, INC., a California

nmatio
\Iauwuun:} 5 2010 B 7 ‘Qﬁwf/l

\Whevim ©efe.  —Plesident Do
PHY LS SepmMminr
Type or Print Name

, 20 By

Secretary

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

JOV\ 75 ,20]0 By

\ Assistant City ivianager

URSUANT
SECTION 301 OF
THE CITY CHARTER.

//BV 20/0

City Mana
“C ity"

This Contract is approved as to form on

, Cify Attorley

ROBERT E.

By

Deputy

15
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City of Long Beach

Social Service Grant (§SG) Program 2009-2010

AGENCY NAME: One In Long Beach, Inc.

PROGRAM OBJECTIVE:

Scope of Work

CONTRACT NUMBER:

. L Actual Cumulative | Actual Cumulative Actual Cumulative Actual Cumulative
1. 50% show an increase in school attendance (prior year vs. end of
current year, self-reported; incentive driven)
250 65 60 65 60
2. 25% show an improvement in academic performance (prior year vs.
end of current year report card; self reported; incentive driven)
125 33 30 32 30
3. 75% show an increase in self-esteem and self-efficacy (based on
surveys)
375 98 90 97 90
4 25% show an increase in school interest including intent to
graduate from high school and attend college (based on surveys)
125 33 30 32 30
Total Unduplicated Clients Served: 500 125 125 125 125

Agrionss

Signatlire

SSG Scope of Work 09-10 Blank

Atftachment "A"
Page 1 of 1

1/8/2010, 4:11 PM
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CITY OF LONG BEACH
Social Services Grant Program 2009-2010

Program Budget for ONE IN LONG BEACH, INC. City Contract #
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
'Youth Outreach Coordinator $8,281 Program Supervisor

Peer Mentors $2,400 Stipends
TOTAL PERSONNEL $10,681 Total Personnel to be Reimbursed
OPERATIONS
Incentives $319 Incentives for youth outcomes
TOTAL OPERATIONS $319 Total Operations to be Reimbursed

SSG 09-10

A//I'A %%V/M

S Htenda

SSG Program Budget 09-10 Blank

Attachment "B"
Page 1 of 1

1/8/2010
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PARTS 200-274 [RESERVED]

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

Sel
2150

ADoUT TS DaAri
Subpart A—Genelal

Purpose

Definiuons,

BEffect o 0tner 1ssuances
4 Devienlons
—
5

Supawarads

Subpar. B—Pie-Award Requirements

510 Purpose.

215.11 Pre-zward policies,

1£.12 Forms for applying for Federal assisi-
whnbe,
13 Devarment and SUSPELSION.

14 Special awerd conditions.

.16 Mewnc sysveln of mezsurement.

16 Fesource Conservalion ALG Recovery

AOL,

41517 Certifications £ncé representatlons

[
=t

[

IEE LRI

IS

1
1

2 B

Subpart C—Posi-Award Requirements

FISANCILL AND PROGEREAN MANAGEMENT

216.20 Turpose of finencial and prograan
management,

2:6.2] Siendards {for finencia! manafement
SYEUEINS

18,22 Tayment

015,28 Cost sharing or MAaLChing.

2:8.2¢ Frogral; IDCOME.

%1820 TRevisien of Dbudget and  program

DIEDE.
21026 Nor-Federa! andite
£.2T  Aliowebls co3US.
2t Feriof of avaellability of lunds.
(28 Conditions] EXEINDLIUNE.

FROPERTY ETLNDARDS
Furpose of property Siandaras
Insuwranse coverage
F.ea: Properiy.

Federallv-ownel wnc exemp. DIrop-
ErTY
218 3¢ Eguipmient
2.5 4L Suppiies and oTher £XpEnLRDIE Prop-

eIy

£.36 lnuanglule proeperiy
¢ gn

27087 Froperty LTUST IEialioLishi]
FHOCURBMERT S ANLARDE
21° 40 Furpose of DrOoCUreITEnIl slandaras
1047 BEoeipient responsibliitiey
vil 42 Codes of conguet
21847 Competition.
41E.44 roculement procedares
21f 45 Cost 2uf Price 2nulysis
215,46 Procurement :1scorge
21547 Contrag: eGrMIIISITALIGL
215 48 Contract provisions
REPORTE ANL KECORDS
215.50 Purpose of reporte eOc IeColds.
214,81 Monitoring and Teporiing Progran
performanae.
215.02 Flpancia. TEpOTINE.
21E.5% KetentionL and access requirsments

{or records.
TERMINATION ANL BNFORCEMENT

215.60 Purpose of terminaztiorn ané enforce-
ment.

216.61 Terminatiorn.

2li.¢¢ Enlforcement

Subpan D—After-the-Award Reguiremenis

21570 Purpose.

21571 Closeout procedures.

Z215.72 uoseguent  adiustInenis
tinuing respensibiifties

215 75 Collection of arnoabis due.

CPPENDTY £ T FART Q15—UORTLACT
BIUNE

=l cob-

Frovi-

LyTHORITY 31 U B.C. B0% 32 UL.E.C

V.8, C 405 EReorganization Flan o z of :
E.C. 11b43, 3¢ FR 10737, 2 CFE, 1860—1870 T
93k,

SOURSCE. 68 FE 26281, Wey 11, 2004, unlless

otherwise noted.

£215.0 About this part.

{a} Purpose. This part coniains OME
puidance to Federal agensies of the ab-
MHnisLrERTion of grante Lo &nd AgTee-
ments with nstitations of higher edu-
cation, nosmitals. and obther nob-prolit
oTganicatione, The guldence sebts forth
standards for oODLEININg  GONSistency
ant uniformity in the agencies admin-

istration of those granbte and agrae-
ILEDLE.
(by Applizcebitiiy. (1) Bxc

videf nerein. the stanfsri
whis part are applicanie U
wEencies. I7 aLy

SLaTLhLE

ATTACHMENT | & ‘
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from

v Lhis part, the provisions of

reliTe-

suandaraids

39
ne

Bre
Lhe statate shall govern.
{21 The provisions of subparis A

through D of this part shall be applied
by Paderal agencies to recipients. He-
aipients shall apply the provisions of
vhose sphparts 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 section.

{3y This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
nnits of State or local governments
rovered by OME Circolar A-102,
“Orante and Cooperative Agreements
with Svate and Local Governments’!
and the Federal agencies’ grants man-
agemeant common rule (see §215.5)
which standardize the administrative
requirements MPederal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
or iocal governments are not covered
hy this part. However, this part applies
to subawards made by State and local
governments 50 organizations covered
by this part.

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

(¢) OMB rasponsibilities. OMB is re-
sponsible for:

1) Issuing and maintaining the guid-
ance in {his part.

{8y Interpreting the policy require-
ments in this part and providing assist-
ance bto ensure effactive and efficient
implementation.

(3) Reviewing FPederal agency regula-
tions implementing the guidance Iin
this part, as required by Exscutive
Order 12866.

{4) Granting any deviations fto Fed-
eral apencies from the guidance In this
part. as provided in §215.4. Exceptions
will only be made in particular cases

18ee 5 CFR i310.9 for avallability of OMB
circulars.

40
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whare adenuase  justi mopre
zented,
(5) Conducting oroad oversignt of

rovernmeni-wide compliance with Lhe
rujdance in Lthis part

(i Federal cgency rosponsibitities. The
nead of each Federal agency that
awards and administers gzrants and
apgreements subject Lo thie guidance in
this part is responsible for:

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

(2) Ensuring that the agency’s com-
ponents and subcomponents comply
with the agency’s implementation of
the guidance in subparts A4 through D
of this part.

(3} Requesting approval [romn OMB
Tor deviations {rom the guidance in
subparts A through D of this part in
situations where the guidance reqguires
that approval,

{4} Performing other functions speci-
fied in this part.

(e} Relutionship lo previous issuance.
The guidance in this part previously
was issued as OMB Circular 4-110. Sub-
parts A through D of this part contain
the guidance that was in the atfach-
menit o the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the atiachment.

(f} Imformation Coniact. Further infor-
maztion concerning this part may be ob-
tained by conbacting the Office of Fed-
eral Financial Management, Qffice of
Management and Budget, Washington,
DC 20503, telephone (202) 3953993,

(gy Termination Review Date. This part
will hawve a policy review three years
from the date of issuance,

Subpart A—General

§215.1 Purpaose.
This part establishes uniform admin-
istrative requirements for Federal

grants and agreements awarded to in-
stitutions of higher educaticn, hos-
pitals, and other non-profit organiza-
tions. Federal zwarding agencies shall
not ‘mpose additional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically

ATTACHMEMNT
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OWME Circuiars and Guidance

ThuITsC D

orger

Foleral stab
Norn-proiit

mplement Federal pro
sne Bianres are 2150 suDistl w0 STale re-
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1 215.2 Deflinitions,

‘ay Accrusd erpendiluTe! means The
srges ncurref LY The recipient aur-
MLE & given periof requlring the provi-
5:0% of funds for:
1 Goods and other tangilble Droperyy
;eﬁuwed'
2; Services performed by empleoyees

¥

wrv‘mm“ subrecipients, and U'E.ner
payees; and,
{3, Otner amounis becoming owed

under programe Ior which Do curTrent
serviges or periormance i reguired.
(p; Accrued meome mezng the sum of

{17 FEarnings during a given period
irom:

(1, Servicez performecC by the recipi-
ent, and

11) Goods and other tengible prop-
erty delivered 10 purchbasers, anc

(2) Amounts becoming owed to the
recipient for wnich no current services
or periormance is reqguired Dy tne re-
cipient.

(¢; Acguisition cost of equipmeni ImMeans
tLe et 1nvoice price of the sguipment,
inciuding the cost of modifications, at-
vechments, accessories, or auxiliary
wpPparabls necessary Lo make the prop-
erty usable for the purpese {or which 1t
was acouired Other chargee, such as
e cost of insvallation, transporvation.
Lexes, Auly Or protecilve In-Lransit 1n-
surance, siall be Included or excluded
from the unit acquisition cost in ac-
sordznce with the recipient’s regaiar
WHGOUNTIDE Praciices,

(dy Acdvemce means z payvinent Immnade
by Treasury check or 0Uher aPpropriace
pavment mechanism L0 & recipient
upon ite reguesi either belore outlays
are made by the recipient or through
the use of predetermined payment
schegunles

Awward means financial £881SLANC
provides 5“ppo“‘ or stlmilatior wo
ornplish & public purpose, Awards
lide gramnie ami otvher egresmerntis in
tne {OITh of MOney Or Dropersy in lieu
of money. DY the Federal Government

L
al

Yt
-
¢

v gible rsecipient. The term Goes
Lot incieder  cechnical  ASBISLAELCE
wiii orovides services insiead of

£21

I’"

Z

GeSIELENLe L2 LLe formr of
L'uhf&.}"\-b&.‘:‘ 1LLkresl Sute

il DaYITents
eny lanc o mdn'muals' wlfd, contiatl
which are reguriret 16 DE ERUETeC 1nLo
and iministersd under progurement
lawe alC regulations

Iy Coeskh comrribulion: meesns the re-
cipient's cash outlay, ncluding e
outley of money cunuriputed Lo The re-
cipient Dy tharC partiee

(gy Closscuw! means Lhe pProcess Dy
whicl 2 Federal awarding agency de-
termines that all applicable adminis-
trative actione and all reguired work ol
the awart have beern completed LY fhe
recipient and Federal awarding agency

hy Contract means a pProcLrement
contract under an &ward or subaward,
and z procurement subcontract under a
recipient’s or snbrecipient’s comtracy.

(i: Cest sharing ©0r moiching neans
that pertion of project Or Program
costs not borne by the Federal Govern-
ment.

(3y Daie of completion. means the Gate
orn which ail work under an award is
compiebed or ine date o the award
documment, OT any  supplement  or
amendment thereto, on woleh Feders!
sponsorship ends.

(kY Dhsclivwed costs means  those
Cnarges L0 BRI awall thal the Federal
awarding agency determines 1o De an-
allowable, in accoriance with The al-

'

in

£

piticable Federal cost prinecipies or
other iverme and conditions cohtelned
in the award

(1 Eguipment means tangible non-

expendalile personal property 1ncinding
EYEIDL propart,\' chearged Qirectiyz uC
the award naving a useful life of more
thar one vear and an acgUisition cost
of $5,000 or more per amit Flowever.
consistent with recipient policy, lower
limite mzy be establishied.

‘o) Excess properiy¥ ImMeaLs Properiy
under ine oonowrol of eny Fsderal
awzrding agency that, as dstermined
Ty the headé Thereof, iz no longer re-
quired {or ite needs or the discharge of

ite responsibliities.

my Ezempi preperiy means tangibie
personkl propsriy aceuired in whole or
in pari with Federal funds, where the
Feders! awerdlng agency Lot slatuuory
aULLOTILY Lo vest Tills 1L LhE TECIpient




§215.2

vrithout further obligation uo the Fed-
sral Government. An example ol sx-
smpl property authority s contained
in the ®ederal Grant and Cooperziive
Acreement Act (31 U.5.C. 6306), for
propersy acquired under an award w0
conduct basic or applied research hy a
non-profil insgitution of higher edo-
canion or non-profit  organization
whose principal purpose is conducting
scientific research.

(0} Federal! cwarding agency means
the Federal agency that provides an
award to the recipient.

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

(q) Federal share of real property,
equipment, or supplies means that per-
centage of the property’'s acquisition
costs and any improvement expendi-
tures paid with Federal funds.

{r} Punding period means the period of
time when Federal funding is available
for obligation by the reciptent.

(s) Intangible property cnd debt instru-
mernts means, but is not limited to,
trademarks, copyrights, patents and
patent applications and such property
a5 loans, notes and other debt instru-
ments, lease agreements, stock and
other instrumeants of property owner-
ship, whether considered tangible or in-
tangible.

(t) Obligations means the amounts of
orders placed, confracts and grants
awarded, services received and similar
transactions during a given period that
require payment by fhe recipient dur-
ing the same or a {etare period.

(u) Oulleys or erpenditures means
charges made to the project or pro-
cram. They may ne reported on a cash
or accrual basis. For reports prepared
on a cash basis, ovutlays are the sum of
cash disbursements for direct charges
for goods and services, che amount of
indirect expense charged, the value of
third party in-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
hasis, ouslays are the sum of cash dis-

42
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hursemense for dirses charges for goods
and services, the amount of indirect ex-
pense incurred, the value of n-ktind
consributions applied, and the net in-
crezse (Or decrease) in fhe amouncs
owed by ihe raecipient for goods and
other property received, for services
parformed by employeas, sontractors,
subrecipients and other pavees and
other amounts becoming owed under
programs {or which no currsnt services
or perfcrmance are required.

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

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

{x) Program incume means gross in-
came earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned ag a result of the award
{see exclusions in §215.24{e) and (h)).
Program Income includes, but is noct
limited to, income from {ees [or serv-
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commeodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and Interest on
loans made with award funds. Interest
earmed on advances of Federal funds is
not program income. Except as other-
wise provided in PFederal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, gradits, dis-
counts, etc,, or interest earned on any
of them.

(¥) Project costs means all aliowable
costs, as sef forth in the applicable
Federal cost principles, incurrad by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing ¢he obiectives of the award
during the project period.

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

(z.a) Properfy rmeans, unless otherwise
stated, real property, equipment, in-
tangible property and debt instro-
ments,

ATTACHMENT _ C/
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OIME Circliars ang Suioanze

Ree pooberle Ineale el iNeius-
E LRLC ILDTC exntt ELIGOLUTSE &l
EOPArLELANLEE  LLEIsLC. DUl EXCILASE

rmovable Machinery and equipment

vGo; Fetipient mennDE AL OPEAan1Zatlon
recriving Nn2ancia: &BSISTaAnce Qirecily
from Federal zwarding agencies o
carry out a proyest or program:. The
LETI: Mmociuies publlc and Privale insti-
paTions Of nigher education. public and
privawe huspitels, ené other guasi-pubt-
lic and privave neon-profitl erganizations
s1Ch 25, but ot limited to, COmrLunity
acTion  agencles, research insitliuses,
sducational associations, and health
centvers. The term may inciude cormn-
mercial organizations, forelgn or wmter-
national organizations {such as agen-
cise of the United MNations) which are
recipients, subreclpients, oI CODLTAG-
vore or subsomtractors of recipients or
subrecipients at the discretiom of the
Federal awarding agency. The Lerm
deoet: not wmelunde government-owned
pontractor-opergted f{acilitles or re-
seaTch  centere providing continued
support for mission-oriented. large-
scale programs that are goveromment-
pwned or controlled, or are designated
ne {enerally-funded research and devel-
OPMERT CENVETE.

(de; Reszarch and developmernil means
&1l research activities, both hasic and
aDplied, and all development aciivities
thatl are sapported abt universities, col-

leges, and other non-profit insUits-
tione. 'Research’ ie defined as & s5ys-
wemetic souoy directed toward fuiler

sciertfic knowiedge o1 understanding
of tne supject studied. “Developrment”
1t the sysiematic use of knowliedge and
understaniing gained {rom research di-
reched toward the produetion of usefnl
materials, deviges, sysiemns, Or Inevh-
pde. inciuding design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuezis in
rescarch technlgues where such activi-
pigs utilize The same iacilities zs oTher
research znd development activitiss
and wnere such activitie: are not in-
cluded 1in sne insiruction {lunctiorn,

feel Smell pwoards mesns & grant o7
couperntive agreement nOY excesting
whie smell purchase thresnold fixzed at
4 11.8.C 4011 {ourrently $25,0005.

AT Subtward means an award of -
nAanCiel  GESISLanCE 1L Lhe

-

form  of

Lol 0! rnoner
Mmeds WLUeD @l LW i & T ELIPIBLT
an eliglible subreCiPienl oY Ly & stu-
recipignl LW & lOWeTr LisT sublecipient.
The werm inclufes ANentia: &EsS1slanie
WHET Droviist DV ANy 1efal akreement,
ever. i the agreement 1€ calied & con-
traClL, bul Qoes not neclude procure-
ment of goods ané servises nor dogs it
1netude any jorm of wsSISLANGE which i
excinged from  the
Caward' in G210 .20
(gg; Sworecipient? mean: the legal enti-
¥ e which & subawzrd iz made and
which 18 acgountabie o the recipisnt
for the use of the funds providea The

MOne)y . L7

JONTATAR O

jefinivion 5!

tarm may include {oreign or inter-
netional Ccrganizatichs (such as agen-

cies of the United Nations) &t the dis-
cretion of the Federal awarding zgen-
cy.
{nh) Supphes meens all personal prop-
erty excluding eguipment, nLaugible
property, and debt insiruments as fe-
fined in this segtion, and inventions of
& contractor concelved or first actually
refuged L practice iv the performance
of work undsr 2z funding agreemeni
(subject inventions';, as gefiped in 387
CFR part 401, “Rightt to Inventions
Made by Nonprofit Organizations and
Small Businesg Firms Under Govern-
ment Grants, Contrachte, ané Coopera-
ive Agreemente

{11 Swspension TMeals 4n acbion Ty z
Federa! awarding agency that Le
rariiy witnhdraws Federal sponsor
under an award, pending corrective ac-
tion oy the recipient or pendlLE & CecCi-
sion bt terminate itne award by the
Federal awarding agency. Suspension
of ali award & & Separste aclion from
suspension under Federal agency regu-
izjione implementing E.0. 12548 (81 FR
6370, £ CFER, 1966 Comy., p. 168 ané E.O.
126BE (b4 FR 34131, 2 CFR, 196¢ Comp.. 7.
235), “Debarment anc Buspension.”

{3}y Termination means bthe cancella-
tion of Federal sponsorship, in wnole or
in part, under an agreement al any
Time prior tc the date of compiation.

{k¥)y Third pariy in-king contributions
means the value of non-cash contribu-
tione provided by nor-Federal thirc
parvize. Toiréd party lr-kEind conuribu-
Tigne ey DEe D The lorm of real prop-
erty. eguipment, supplies and other ex-
pencable properiy. ané Lne valine of
goocE ant services &rect wenefiting




]UTO_EB()K, ar PDrog

1Yy Unhguidaded nbligeitons for finan-
oigl) reports prepared on a ¢ash basis,
means the amount of obligaiions in-
curred by the recipient that have not
heen paid. For repcorts prepared on an
acerued expenditure basie, they rep-
ragenf, the amount of obligations in-
curred by the recipient for which an
ouilay has not been recorded.

imm) nobligated baelance means the
poriion of the funds authorized by the
Federa]l awarding agency that has not
heen oblizated by the reciplent and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(nn} Unrecovered indivect cost means
the difference between the amount
awarded and the amount which could
hawve been awarded under ithe recipi-
ant's approved negotisted indirsct cost
rate.

{no) Working capital advance rmeans a
procedure whereby funde are advanced
to the recipient to cover its sstimated
disbursernent needs for a given initial
period.

£215.3 Effect on other issuances.

For awards subject te this part, all
administrative regquirements of codi-
fied program regulations, program
nanuale, nandbooks and other non-
regulatory materials which are incon-
sistent with the reguirements 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 Meanagement and Budg-
et (OMB) may grant exceptions for
classes of grants or reciplents subject
to the requirements of this part when
excepbions are not prohibited by stat-
ate, However, [n the interest of max-
imum aniformity, sxceptions from the
requirements of this part shall be per-
mitted only in unusual circumstances.
Federal awarding agencies may appily
more restrictive requirements to a
¢lass of recipients when approved by
OMEB. Federal awarding agencies may
apply less restrictive reguirements
when awarding small awards, except
for those requirements which are stat-
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Lase- by s

oy

vlory., Excepfions on a
DASIE may Also e male

awarding agencies

§215.5 Subswards,

Unless sections of Ghis part specifi-
cally exclude subrecipients from cov-
erage, the provisions of this part shalil
be applied to subrecipienss performing
work under awards if such subrecipi-
ents are Institutions of higher edu-
aation, hospitals or other non-profit or-
eanizations. State and local govern-
ment subreclipients are subject to the
provisions of regulations implementing
the grants management common rule,
“Untform  Administrative  Require-
ments for Grants and Cooperative
Agrsements to Staie and Local Gov-
ernments,'’ published at 7 CFR partis
3015 and 301, 10 CFR part 800, 13 CI'R
part 143, 15 CFR part 24, 20 CFR part
427, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 871, 574, 590, 850, BB2, 905,
941, 968, 970, anc 990, 28 CFR part 66, 29
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 3§ CFR part 42, 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 49 CFR peart 18.

[69 R 28281, May 11, 204, as amended ai 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

§216.10 Purpose.

Secticons 215.11 fthrough 215.17 pre-
scrive forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards.

§215.11 Pre-award policies.

(a) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agsncy
shall decide on the appropriate award
instrument (i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Gooperative Agreement Act
(31 U.8.C. 6301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stirnulation authorized by Federal
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OME Cucuiars and Gwdance

Tne sLalulery
CLGURLIE DELWEGLD, ETanus
LIVE REresmienLE 1E Lhal -
CEupELENRal involvemeni 18 BXpstlLed
LELwEET [he eXeCuiive afeLey Ant vhe
SumLe, 1062) FOVernment, or OLNET TI'e-
cipient Wnel CRITYIDRE Oul TNe &CLIVIly
contemplaied i the agreement” Con-
TraCLE SNneli be used WReh the DIINCipal
LLTROBE 18 atgulsition of properiy or
services {or the direct henefit or nse of
the Feaery! GOVEITLINEDL.

Dy Public Worize ané Pricrity Set-
uing. Federal zwerding agencles shall
notHy Ghe pabliie of ize intended fund-
ing priorities {or discretionary grant
programe, uniess funding priorities are
estabiished by Federz! statute.

SlLaluut

£215.12 Yorms for applying for Fed-
eral assistance. :

ta) Federal awarding agencies snall
comply  with the applicable report
clearance regquirements of & CFR part
1820, “Conirplling Paperwork DBurdelis
on whe FPublic” th regard to all
forms used by the Federal awarding
“Eency ir place O O af z supplement
1o the Siandard Form 424 (SF-424) se-
ries.

(b} Applictarits shall use the SF-424
series Or wnose forms and instructions
prescribed by the Fedesral awarding
aEency.

u) For Federa! programe covered by
E. Q. 18378 “'Inzergovernmental Review
of Federal Prograrms,” (47 FER 308858, 2
CFE., 1982 Comp., p. 187 the applicant
snall compiete the appropriate SEciiOnE
of the SF-424 (Application for Federal
Lssistance; indicating whether the ap-
plicavion was subject to review by the
Siate Single Point of Contact (SPOCH.
The name and address o the SPOC {or
= particular State car be ¢bialned from
the Federal awarding agency or the
Cutaiog of Federal Domesiic 4gsisiance.
The SFOC shzii advise the applicant
whether the program for which applica-
tion i mabe nas been selected by that
Stale for review.

id; Federal awarding agenciss that do
not use tne BSF-424 form should indi-
czle whether the applicagiorn is subject
e review DY the Stzle under E.O 12372

£215.13
Federal awarding zgencties and re-
} comply  with Federzl

Tiebarment and suspension.

(RN

(92

pensiorn. - Under those Tépulalions Ler-

Tartles Wno &It deLArTed. BUS-
pended or otherwise excluded may nob
be participante of principals in Fetera)
aSE1SLance awards and subnwards, anc
i, cerLein conuraclE under those
awards anc subawarde.

[70 FE 51874, £ug 3:, 2005]

t215.14 Special award conditions.

if zn appilcant or recipient: has 2 nis-
vory of poor performance. i not Ninan-
cimily stable, has a2 menagement sys-
tem that does not meeil the stanaards
prescribed in this part, has not con-
jormed to bthe terms znd conditions of
a previous award, or 18 not otherwise
rsgponsible, Federal awarding agencies
may irmpose additional requirements as
needed, provided that suck applicant or
recapient is motified in writing as to:
the nature of the additiona! require-
ments, the reason wiy the additionzl
reguirements are being imposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
requesting reconsideration of the adii-
tional requirements imposed. Any spe-
ciel conditions shall be promptiy re-
moved once the conditlons  chat
promplet them nave been corrected

£215.15 Metric svsierm of measure-
ment.
Thne Metric Conversior i, &s

X
amended by the Omnivus Tracde wnd
Competitiveness Act (35 U.5.C. 205 de-
ciares that the metric systermn i the
preferred measurement system for U.
crade and commerce. The Act reguir
ezch Federal agency Lo estabiish & date
or dates in consuitaticn with the See-
retwary of Commerce, when the metric
systern of measurement wil: be used in
the agency’'s proturements, grants, and
ouher business-reizied activinies. Met-
ric lmplementation may tAke longer
where the use of the system is inivially
impracuical or likely to cause signifi-
cant inefficiencies in theé zcocomplish-
ment of federaliyv-funded activities
Pederal awarding agencies snzll follow

™

[

54
ta

the provisions of E.O. 1277C, ““Meiric
Usage in Federal Goverament Fro-
greans’ (56 FL 35801, ¢ CFR. 1897 Comyp .
T 543)

o
ATTACHMNENT L,

PAGE . T ] OF




§215.16

)
R

15.16 Resource Conservation and

Recovery Act.

Under the Act. any 3iate agency or
agency of a political subdivision of a
State which is using appropriated Fed-
funds must comply with section
5002. Section 6002 reguires that pref-
arence he given In procurement pro-
zrams Lo the purchase of specific prod-
ucts  containing  recycled materials
wiengified in guldelines developed by
the Environmental Protecticon Agency
‘EPA) (40 CTR parte 247-254). Accord-
ingly, State and local Institutions of
nigher educztion, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federal funds
shall give preference in Sheir procure-
ment programs funded with Federal
fands to the purchase of recycled prod-
acts pursuant to the TPA guldelines.

aral

£215.17 Certifications and representa-

tions.

Unless prohibited by statute or cedi-
‘ied regulation, each Federal awarding
agency ie authorized and encouraged to
allow recipients to submit certifi-
cations and representations required
by statute, executive order, or regula-
tiom on an annual basis, i the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
sifications and repressntations shall be
signed by responsible officirls with the
authority to ensure recipients’ compli-
ance with She pertinent requirements.

Subpart C—Post Award
Reguirements

FINANCIAL AND PROGRAM MANAGEMENT

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

Sections 215,21 through 215.28 pre-
scribe standards for financial manage-
ment systerms, methods for making
payrments and rules for: satis{ying cost
sharing and matching requirements,
accounting for program income, budget
revigion approvals, malting audits, de-
termining allowahility of cost, and es-
tablishing fund availability.

§215.21 8tandards for financial man-

agement systems.
{z) Federal awarding agencies shall
reguire recipients bto relate financizl

e

(=]

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

gave oo performonce data and des
unit cost informasion whenever
tical.

hi Recipients’ financial management
systems shall provide for $he followinr.

(13 Aczeurate, current and compiele
disclosure of the financial results of
cach federally-sponscred project or

program in accordance wish the report-
ing requirsments aet forch in §215.52 If
a Federal awarding agency requires re-
porting on an accrual oasis from a re-
cipient that maintalns 1ts records on
other than an accrual basis, the recipi-
ent shall not be reguired (o establish
an accrual accounting system. These
recipients may develop such acoraal
data for its reporis on the basis of an
analygis of the documentation on hand

(2) Records that identify adeguately
the source and application of funds for
federally-sponsored activities. These
racords sha!l contain infgrmation per-
saming to IFederal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, ouciays, income and in-
terest.

(3) Effective control over and ac-
countability for all funds, property and
other assets. Recipients shall ads-
nuately safeguard all such assets and
assure they are used solely for author-
ized purposes.

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

(8)y Written procedures to minimize
the time elapsing between the transfer
of funds to the recipiant from the U8,
Trezsury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purpases
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIAY (Pub. L. 101-453)
govern, payment methods of Sfate
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Tressury-State Agreermeante or the
CMIA default procedures codified at 31
CFR part 205, “"Withdrawal of Cash
from the Treasury for Advances under
Faderal Grant and Other Programs.”

{0y Written procedurss for detar-
mining the reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicahble

ATTACHMENT . (
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OIE Circaars and Suidance

ul

coounting reforads
Ting records Thal &re 3upporiec
try SOUrce QoLaim SHANTe) i

ingluding o8l

LLGLY

G; Waere the Federal Govarnmentl
FUATATILEEE OF 1DSLTed the repavinent of
money hoTrowed Dy tne reciplen., Lhie
Feteral awardlng agency, al i1s Aissre-
mon, mav reguire adequate bonding
and insurance if tne bonding &ng insur-
ance requirements of the recipient are
not deemef adeqtabte to protect the in-
tLerest of the Feders! Government,

(d; The Federal zwarding agency Inay
require adeguate fidelity nond coverzge
where the recipient lacks sufficient
coverage to protect tne Federal Gov-
ernInent’s interest.

{e. Where Donde are reguired in the
sithations described above, the bonds
snall be obtained from companies Noid-
:ng certificates of eushority as atceDdL-
aDie sureties, ag prescribed in 31 CFR
part 223, “Surety Companies Doing
Fusiness with the United States.”

§215.22 Payment.

{a; Payment methode shall minimize
the time elapsing Lvetween the transier
of funde {rom the United States Treas-
ury and the 1ssuance or regemption of
checks, warrants, or payment by other
mezns by the recipiente. Fayment
methods of 3iale agencies br InsSiru-
mentalitiee shall be coneistent with
Treasury-Siate CWI1A agreemnsnle oT
defarlt procedures codifled 31 CFR
part 205,

(n) Eecipienis are to be paid in ad-
vance, provided they maintain or dem-
onstrabe the willingness Lo maintaln,

(1% Written procedures that mimiInize
e tirne elapsing between the wransier
0! funds and disbursement by tne re-
cipient, and

(2, Finanocla! menagement syslems
that meei the gtandards {for {fond con-
rol and accountability ag establishied
in L2i0.21 Cash advances te 2 recipient
crganization shall be limited to the
minimur  amounts needed and DbDe
cimed to ve in accordance witk the ac
tral, immedizte cash rsguirements of
the refipient organifation in CErryving
oul Thie purpose of uthe approved pro-
gram  or project. The timing end
amount of cash advarnees shall De as

ciose &% if aGministretively feasibDie LC

o
AN

s
pe

SlSpuUrteInel L LY LLE Teliin
diretl progla
LHE  Droportionave
cwliowaDie 1ndirTscl LOSLE

» Wrenever Dossitie. alVanses shall
consolitesed Lo cover anticipsLed
cash nesds for all awards made by the
Federa, awzarding agency wo the recipi-
ert.

1) Ldvance payYment MecrnanlsmEe -
clude, but are not limited ve, TTreasury
check ané elecwronic funds transier

{21 Advance paymenl MeCHanIsmE ale
subject vu 31 CFER part 205.

(3; Recipienss shall be autherized to
submit reguesss for advanceg and reim-
pursements at lerst monitnly woen
glectironic fund transiere are not usad.

1d) Remueswe {for Treasury check zc-
vance payment snall be submitted om
S5F-270, “'Request {or A4vance or Reun-
pursernent,” or othel {ormns 48 mMay bLe
authorized by OWE. This form is not to
e used when Treasury check advance
payrnente are made 1o the recipient
putomatically shrough the nuse of & pre-
determined payment schednle or i pre-
ciuded by specia! Federa! awarding
agency inswructions  for elecironic
fnnds transier.

(e} Reimpursement is the preferred
metbhod when the reguiremenis ¢
§216.1%(p; cannot Dbpe met. Federa!
ewarding agepncies ILay alsc Uee Thls
method on any construction agree-
meni, or if the majior porbion o the
vonstruction project i accomplished
through private market fimalicing or
Federal loans, and the Federal assisi-
ANCE constituies 2 minor portion of the
Droj}éct.

{1y Wrer the reimbursement method
is used, the Federal zwarding agency
snall make pevment within 30 days
afler receipt of the piiling, unless the
piliing is improper.

{2y Pecipients shall be authorized o
submit reguest {or reimoursement &t
1east monthly when electrolic iunde
transi{ere are not used.

() if & recipient cannot mest the cri-
verig for advance payments and the
Federzl awarding agency nas Qeter-
mined that reimparsement i& not fea-
Bible Decense the recipient lacks suffi-
cien: working cepival, the Fsler
awardinf agenCY ILEY provide GeSh On =
working capital advance basis, Under
thle provedure. vne Federal awarding

nitk

be

ATTACHMENT
Pact S of




wance oash ohe e
mipient to cover its estimated disburse-
menl needs for an initial period gen-
srally geared to the awardee's dis-
aursing ovele, Thereafter, the Faderal
awarding apency shall reimburse the
~eciptent for its actual cash disburse-
ments. The worlking capltal advance
method of payment shall not be used
for reciptents unwilling or unable to
provide timely advances to their sub-
recipient 1o meet the subreciplent’s ac-
wual cash disburserments.

gy To the extent available, recipi-
ents shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, pregram income, re-
bates, refonds, contract settlements,
andit recoveriss and interest earned on
such funds before requesting additional
cash payments.

{h) Unless otherwise required by stat-
ute, Federal awarding agencies shall
not withhold paymments [lor proper
chargas made by recipients at any time
during the project period unless para-
graphs ¢(h)(1) or (2) of this section
apply.

{1y A recipient has failed to comply
with the project objectives, the terms
and conditions of the award, or Federatl
reporting requirements.

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

(1) Standards governing the use of
banks and other institotions as deposi-
rories of funds advanced under awards
are 25 follows. i

{1y Except for situasions described in
paragraph {132} of this section, Federal
awarding azencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
eligibility requirements for deposi-
tories for fjunds provided to a recipient.
However, recipients must be able ¢ ac-
count for the receipt, obligation and
azpanditure of funds.

2 CFR Ch. It (1~1-G6 Edition)

'3y Adwvances of Fadera) funds shall be
deposited and maintained in insured
accounts whenever possibie

i) Consistent with the national goal
of expanding the opportunities for
women-owned and minority-owned
husiness enterprises, recipients shall be
encouraged Lo wse women-owned and
minority-owned baniks {a bank which is
owned at lezst 50 percent by women or
minority group members).

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

(1} The recipient receives less than
$120.000 in Federal awards per year.

t2) The best reascnably available in-
terest bearing account would not he ex-
pected to earn intersst in excess of 250
per year on Federal cagsh balances.

(3) The depositery would require an
average or minirnum balance so high
that it would not be feasible within the
expecied Federzl and non-Federal cash
resources.

(13 For these entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest hearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up to 3250 per
year may be refained by the recipient
for administrative expense, State uni-
versities and hospitala shall comply
with CMIA, as it pertains to interest. I
an entity subject to CMIA uses ifs own
funds to pay pre-award costs for discre-
tionery awards without prior written
approval from the Federal awarding
agency, it waives iis right to recover
the interest under CMIA.,

(m) Except as noted elsewhere in this
part, only the following forms shall be
authorized for the recipients in re-
guesting advances and reirmburse-
ments. Faderal agencies shall not re-
guire more than an original and two
copies of these forms.

(1) SF-270, Regquest for Advance or
Reimbursement. Fach Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstroction
programs when electronic funds trans-
fer or predetermined advance methods

48
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O

Telara! aWallilif &pel-
GBS, NoWevE!. Nave She 0DpLioh of USing
his forrm ior CONSTILUGHON Prograrns ir
el of Tne 8F-271, vOutiay Report aug
eoasst ior Rewmpursement for OoL-
ruonion Programs

/2, BF-271, Qutizy Report ant Re-
guest for Rewrnbursement for Construc-
wor. Frograme Bach Federal swarding
afency snall adopt the SF-271 as the
stendard form Lo be used 10T requesting
revnbursement Ior construction pro-
grems. However, a Federal awarding
agency may supsiituie the SF-2I0
when the Federz] awardng agency ds-
termines that it provides adeguate in-
{ormeation 1o meet Federal neede.

e

oo
oo

£215.23 Cost sharing or matching.

{a; Alj conuribations, including Cash
and third party in-kind, shall be ac-
cepted zs part of the recipient’s cost
SNAaTinE Or Mmabshing when such con-
iriputions meet 211 of the following cri-
teriz.

{1y Are verifiable Irom the recipient’s
records,

(2; Lre not included ze contributions
{or any other federally-assisted project
OT PrOgram.

(37 Are necessary and reasonable for
proper and efficient accomyplishment of
project or program objectlves.

14; are sllowanle under thoe applica-
uie cost principlee.

{31 ATe DOt paid by ihe Federz! Gov-
grnment under anotlier awartd, e€xcept
wliere euthorized by Feders! siatube 1o
be used for cost sharing or matching,

(67 Are provided {or in the approved
pudget when reguired vy the Federal
awalrding 4gency.

{7) Conform to other provisions of
tnis part, as applicable.

(b; Unrecovered indirect cosis may oe
inciuded as part of COSL SNATIME OT
malithing only with the pricr zpproval
of the Federa! ewarding agency.

(c) Valuee for recipient coniributions
of services an@ property snall be estab-
lished in accorgance with the appblics-
wle cost principles. 17 2 Federal) award-
ing agency authorizes recipients o do-
neve bulidings or land for consLrucLion/
facilitiee acguisitiol projecis or long-
term use, the wvalue of the donawed
PrOperyy {07 COBT SLATLE 0T mabching
snall DE DE lesser of paAragraDpns (cylii
Dr {2- of ThlE sBCTION

L

=8

o

L The veroithed VeIUE 07 Lhe Telmein-
ing le of The DropeTly Tecoriec IL Lhe
recipient’s aCGUUUNUINE YEL0orde &l The
Tlme LI GOLEALIOT

2, The current f{alr markel value
Howevsr, whern where £ sufficient jucs
tificetion. tne Federal awal@ing =gen-
oy mey epPProve he use of the current
igir markel vzlue of the donated prop-
erty, even 1f exceeds the certified
value at the time of donaticn 1o the
project

(@} Volunieer services furnished by
professional and technical personnel,
constltants. ant other skilled apd un-
skilled labor may be counted as cost
sharing or matcning if the service is an
integral andé necessary parc of an ap-
proved Project or DIOETaIT. Fates for
volanbeer services Shall be consistent

1th those paid ior simmilar work 1n the
recipient’s organization. In those in-
gtance: in whick the reguired skills are
not iound in the recipient organization,
ratee shall be consistent with those
peid for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. Ix either
case, pald fringe benefits thal are rea-
sonable, allowable, ant zliocabple may
be included in the valuation.

(e) Wher an employver other thal the
recipient furnishes tne services of ar
employee. these services shall be val-
ued at the emplovee's regrlar rate of
pay (pius an amount o! ringe beneflie
that art reasonable, aliowable. and al-
losable, but exclusive of overhead
costs), provided these services are in
the samne skill for which the employes
is nermeally paid

(fi Donated supplies may include
such 1vems as er¥pendabDle equlpment,
oifice supplies. laborelory supplies or
worksnop and classroorm supplies.
Value assessed tp donated supplies in-
cluded in the cost pnaring or matChing
gbare snall De ressonabie anc shall not
exceed the fajr market vaiue of tne
property at the time of the donation.

g}) The methed used {or determining
¢ost shamng or matching for donaled
sguipment. buildings and iznd for
which title passes 1o the recipient meay
fiffer atcording 1C the purpose of the
award, 1f paragraphe (gx1) or (2; of this
SeCTI0n 2pply.

it

{1: 17 the purpose o7 the award 1= wo
assigt the recipient 1T The acguisition
(.
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§215.24

of eqguipmeni, buildinegs or iand, ihe

tonal value of the donated propery
may be claimed as cost sharing or
matohing

{2} If the purpose of the award is to
support actbivities that reguire the use
of eguipment, buildings or land, nor-
rnally only depreciadton or use charges
for eguipment and buildings may he
made. However, the full value of equip-
ment or other capltal assests and falr
rensal charges for Jand may be allowed,
provided that the Federal awarding
agency has approved the charges.

(h) The value of donated propservy
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the fecllowing gualifica-
tions.

(1) The wvalue of domated land and
huildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-
pendent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
certified by a responsible official of the
recipient.

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

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

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

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

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

{ii) The basis for determining the
valuatbion for personal service, mate-
rial, eguipment, buildings and land
shall be documented.

§215.24 Program income.

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

20

2 CFR Ch. Il (1-1-D4 £dlfion;

raloved Lo projects financed n whoie or
in part with Faderal funds

th) Except as provided in paragravh
fm} of this sentlon, program ncome
earned during the project period shal)l
be retained by the recipiont and, m o
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in one
or more of the ways listed in the fol-
lowing,

(1} Added %0 funds committed to the
project by the Federal awarding agency
and recipient and used to further =ligi-
ble project or program objectives

(2) Used to [inance fhe non-Federal
share of the project or program.

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

{c) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)1) or (bX2) of
this section, program income in excess
of any limits stipulated shall be uged in
accordance with paragraph (h)2) of
this section.

tdy In the event that the Federal
awarding agency does not specify in its
regulations or the terms and condi-
¢ions of the award how prograrm income
is Lo be used, paragraph (b)(3) of this
section shall apply avtomatically to
all projects or programs except re-
search. For awards that support re-
search, paragraph (b)1) of thie section
shall apply automatically unless the
awarding agency indicates in the terms
and conditions anofher alternative cn
the award or the recipient is suhject to
special award conditions, as indicated
in §215.14.

(e} Unless Faderal awarding agency
regulations or the terms and condi-
tions of the award provide otherwise,
recipients shall have no obligation to
the Federal Government regarding pro-
gram ingome earned afier the end of
the project period.

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

i
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LU aRiE D LIOpETLE

a : . aLLOTGanLnE Wit Lhie
ceguiTermente 0f tne Froperty 3Uano-
ards isee (81030 through €210.87,.

vy Tinlesr FPederw! awaldillf &EENcY
rerilation: or The Lerme anf condition
of the award provide OTherwise, recip:-
stite shall nave mo obligatior to the
Federal Goverhrment with raspeclt UL
prografrn. incorme eerned {rom lcense
{ses and royelties lor copyrighied méa-
terial, patvents, patent spplicationg,
wrademarks, and inventlone produced
under an award, However, Patent and
Trademark Amendnients (35 U.E.C. 18)
appiy L0 inventiont made undsr aL ex-
perimental, developmental, or research
award,

£21525 Revisiom of budget and pro-
gram plans.

(27 The pudget plar i= the financial
expression of the projeci Or prograln as
approved during the awzrd process. It
may include either the Federal and
non-Federal share, or only the Federal
share, depending upon Federal award-
ng agency requirements It shall be re-
ieted vo performance {or prograrm eval-
ualion pUrposes wWienever appProDpriate,

{p; Recipients are regquired Lo report
devietiont from budget and Drogram
plans. and request prior approvals for
pudget and program plan revisicns, in
accorcance with tnis secticn.

fcy For nonconsiruction awaris, Te-
cipiernts shall reguest prior approvals
Irem Federal awarding agencies for one
or more of the iollowing program or
budget reiated reasons.

{1; Cnange in wvhe scope or the ob)es-
tive of the project or program feven if
there 18 no assoclated budget revigion
requiring prioy writien Approvad).

{2, Change in & key person speciiied
in the application or award document.

13y The absence {or more wnap three
months, or & 25 percent redaction in
time Gevpied Lo the project, by the ap-
proved project director or principal in-
vestlgatorT.

(47 The meed for sdditional
{funding.

(& Trhee vransier of amounts bundgeuec
ior indiresct costs wo AbsOrD increases \n
direct coste, or vice versg, ¥ approval
ie required by tThe Federal! awariing
“EENCY

Federai

()]

v

£, The wnclus.on,
tne Tedera: awalding afsnoy,

Thal TegULls PIriovl &PErova: i1 &bLori-
snce Wilh 2ny of the Iollowing. ay a
piicab.e ’

<02 CFR pert 226, “Cust
ior BEducational Institutions
coiar H-2307

i, 2 CFE part 236, " Coust Prncipie:s
Tor Wor:-Profit Urganizetiong (OME
cular £-12200

(iii; 45 CFE part 74, Appendy E,
“Princirles for letermining Costs LD
plicable to Research and Deveiopment
under Grants and Contrazcts with Hos-
pitals," and

tivy 48 CFR pert 31, “"Conuract Cost
Principles eand Procedures.™

7, The trensfer of funds allovted for
wreining aliowances {drect peyment 1o
trafnees) to ovher categories of ex-
DEDBE.

(B) Unless descriped in the zpplica-
tien end funded in vhe approved
awards, the subaward, transier or con-
recting out of any woerk under an
award. This provision does not apply to
the purchase of supplies, material,
equipment or generz] SUpPPOrL SEIVICEE.

(d3 No cther prior approval regulre-
ments {or specific items may be im-
posed unless & Geviation has been an-
proved Dy OWEB.

(e} Except for reguirements listed in
saragraphe {(c)/1) and (c)4) of this sec-
tion, Federz]l awarding agencler are at-
thorized, al their option, vo walve cost-
relzbel and administrziive Drior writ-
Len approvals reauired by 2 CFR paris
220 znd 230 (OME Circulars A-21 apd A~
122). Soch waivers may inclade anthor-
izing recipients ¢ 4o any Oké oI Inore
of the following.

(1) Incur pre-award cosis 80 calendar
GayE prior to award or rmore whan 80
celendar days with the prior epproval
{ Federal awarding sgency. All

Promoipies

"OME Cir-

N
AT

Lne
pre-aWward oste ere incurred al ting re-
cipient’s risk {i.e., the Federal award-
ing agency is under no obligation Lo re-
imbuarse such coste if for any reason
the recipient does not receive an award
or if the award i less than anticipated
ané inadeguate Lo cover such cosLsh

(20 Imitiate £ ome-time exiension of
the expiration éate of the award of up
o 17 monvhs unless one or morg of The
{ollowing conditions eppiy. For ome-

o]




215.26

[Z22]

LiTe 8N Lensione, vhe recipient mush no-
tify the Federal awarding agancy in
writing witn the supporiing regsons
and revised expiration dabe at least 10
days bafare the expiration date spaci-
fied in the award. This one-sime exten-
sionn may not be exercised merely for
the purpose of using unobligated bal-
ances,

{ij The terms and conditions of award
prohibit She extension.

/i1y The extension requires additional
Faderal funds.

{111y The extension Involves any
chanpe in the approved objectives or
scope of the project.

(3) Carry 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 prior ap-
proval requirements described in this
paragraph (e} are antomatically waived
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e)2) ap-
plies.

{f) The Federal awarding agency
-may. at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project sxceads 5100,000 and the
cumulative amount of such transfers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a transfer that would cause any
Federal 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 nonconstragc-
tion budgets, except for the changss de-
scribed in paragraph {§) of this section,
do not require prior approval.

{h) For construction awards, recipi-
snts shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs (nX1), (2) or (3) of this sec-
tion apply.

(1) The revision results from changes
in the scope ar the objective of the
Orijech or DTOgTam,

(2) The need arises for additional
Feders) fonds to complete the project.

2 CER Ch it (i~1-06 Edition)

{31 A revision is desired which in-
wolvaes gpecific costs for which prior
written approval Tequirements may he
imposed comsistent with  applicable
OME cost principles listed-in §215.27.

f{; No other prior approval reguire-
ments {or specific lbems may bhe im-
posed wnless a deviation has heen ap-
proved by OMB.

{j} When a Faderal awarding agency
makes an award that provides suppori
for both conetruction and noncenstrac-
tion work, the Federa]l awarding agen-
cy may require the recipient to reguest
prior approval from the Federal award-
ing agency before making any fund or
pudpet trancfers 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
vriting promptly whenever the amount
of Faderal authorized funds is expecied
to exceed the needs of the recipient for
the project period by more than $500C
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.

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

fm) Within 30 calendar days {romn the
date of receipt of the request for budg-
et revisions, Federal awarding agancies
shall review the request and notify the
recipient whether the budget revisions
hzave been approved. If the revision is
st1l]l ander consideration at the end of
30 calendar days, the Federal awarding
agency ghall inform the recipienft in
writing of the date when the recipient
may expect the decision.

[6%9 FR. 25281, May 11, 2004, a5 amended at 70
FR 51880, Aug. 31, 2004)

§215.26 Non-Federal audits,

(a) Reciplents and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
(31 U.8.C. 7501-7507) and revised OMB

aTTacHmENT e
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OME Circuiar: and Guigance
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Eanlaniion:

{0, State &0C LOGA! governmentt shali
pE Bub}eCT WG ohe audli reguLIrsSments
sontaimed in tne Single  Audit Aot
Lmendrments of 1898 (31 U.£.C Th0I-
THt¥7, and revissed OWME Cirgular £-38%

E£udite of Stetes, apcal GOVErnInentE,
wné Non-Frofil Crganications.”

(c; Far-profit hospitzls not covereé
oy the audit provisions of revised OME
Circular £-137 shall be subject to Lhe
audit requirements of the Federal
RWArding agencics.

(d) Commercia! organizations shall
be subject Lo tne audit requiremente of
thie Federal awarding agency or thne
prime recipient zs incorporated 1no
the award document.

£215.27 Allowable costs.

For each king of recipient, there is a
set of Federal principles for deter-
mining allowable coste. Lllowability of
costs shall be determined in accord-
ance with tne cost principles applicable
Le the entity incurring the costs. Thus,
zllowability of costs 1ncurred by State,
igeal or {ederally-recognized Indian
tripal governments 1s debermined in
agcordance with the provisions of 2
CFE part 225, “Cost Principles for
State. Lipcal, andé Indian Tribal Govern-
mente (OME Circular A-B7. The aliow-
anility of costs incurret oy non-profit
CPE&DIZATIoNs 15 devermined in accord-
ance with the provisions of 2 CFL. part
230, *'Cost Principles for Non-Profiy Or-
ganizations (OME Circunlar A-122;." The
ailowapility of costs incurred by inst:i-
tutions of higher education is deier-
mined ir acgordance with the provi-
sione of 2 CFR part 220, “Cost Prin-
ciples  for Educational Institutions
(OME Circniar £-213."" The allowabilivy
of costs incurred Dy hospitals is deter-
mined in accordance with the provi-
sione of Appendix T of 45 CFR part "4,
“Principies for Determining Costs AD-
plicable o Research and Development
TUnder Grants and Contracte with Bos-
piveis.” Tne allowability of cosue in-
curre@ DY commercizl organmzations
zn¢ those non-profit organizations iist-
ef 1T £ttecnment C %o Circular A-122 18

c

E21E8.2¢
wigne of the Federa: Acuuis tion hey
wisztron FALIH: al 48 OFKE pary 32
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£215.28 Period of availlability of funds.

Where & funding pericc ik specifiec, «
recipient may Charge Lo the granl oniy
allowalble costs resuiving from oblipa-
tioneg incurred during the funding pe-
ripG anf any pre-awWard cosSLs aulnor-
ized vy the Federal awarding agency

$£215.28 Conditional exemptions.

() OMEB authorizss condivional ex-
emption from OME adminisiretive re-
quiremente and cost principles cirou-
izrs for cerizin Federal programs with
statutorily-anthorized consohidated
plenring and consolidated adminisira-
tive funding, that are idexntified by 2
Federal agency and approved by the
head of the Execurive depsroment or
estaplisnment. £ Federal agency shall
consult with OME during its consider-
tion of whether to grant such an ex-
ernplion.

{(b) To promote efficiency in Sieb
and logcal program  adminpisuraetion.
when Federal non-entitlernenl pro-
grame With common PUrpcSeE Nave Spe-
cific statutorily-atathorized consoli-
dated planning ant consolidabed ad-
ministrative fundimg and where most of
the State =zgency'S TeS0UIrLES  GOIne
from non-Federa! sources, Federal
aEenlies MmeY exempl these covered
Steie-administered, non-eniulement
grant Drograme Irom certain OME
grants mabagement requirernencs. The
exempiions woulé be from:

{1; The requirementt in £ CFR part
225, “'Cost Principles for Btate, Local,
ené Indian Tripa! Govermments (CME
Circular  A-87)"  other thano the
allocability of coste provisions that are
contained in subsection C.3 of Appendlx
A Lo That part,

(2) The reguiremenss in 2 CFR part
220, “Copst Principles {or Edutational]
Instisutions (OME Circular £-21)"
other thar the zliocabilisy of cosLe Pro-
vigione thaet are contained in paragraph
C.¢ in section C of The ADpendix Lo thal
part;

(%7 The reguiremsnis 1 2 OFE pari
23¢. "Cost Pringinies for Non-Profit Or-

cevermined in AGCOrAanCEe Witk Lhe pro-  ganizations  (OME  Circular  A-15277
e S T T T AT T T T
AT AT e miNT L
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§213.30

ver than the aiocabil { DO8LE Pro-
sislons Sthat are in paragraph A4 n
secbion & of Appendix A w that pari,

4} The adminirtrative requirements
provisions of part 215 (OMB Circular A-
116, "Uniform Administrative Require-
ments for Grants and Agreements with
Insticutions of Higher Hducation, Hos-
pitals, and Other Non-Profit Organiza-
tions,”); and

(57 'The agencies' grants managament
commen ruie (see §215.5).

(¢} When a Federal agency provides
this flexibllity, as a prerequisite to a
State’s exercising this option, a State
must adopt 1ts own written fiscal and
administrative requirements for ex-
nending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A-
87)"" and extend such policies to ail sub-
recipients. These fiscal and administra-
tive requirements must he sufficiently
gpecific to ensure that: funds are used
in compliance with all applicable Fed-
aral statutory and regulatory provi-
sions, costs are reasonable and nec-
sssary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or ifs sub-
recipients.

(60 FR 26281, May 11, 2004, 28 amended at 70
FR. 51881, Aug. 31, 2005]

PROFERTY STANDARDS

§215.30 Purpose of property stand-
ards.

Secsions 215,31 through 21637 set

forth uniform standards governing

management and disposition of prop-
erty furntshed by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal award.
Faderal awarding agencies shall re-
quire recipients to observe these stand-
ards under awards and shzll nat impose
additional requirements, uniess specifi-
rally reguired by Federal statute. The
recipient may use its own Dproperty
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

54
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£213.31 Insurance voverarge.
Racipients shall, 2t a minimam. pro-
vide the sguivalent 1MSUTANCe GOVerage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by ohe recipient.
Faderally-owned property need not be
insured unless required by the terms

and conditions of the award.

£215.32 Real property.

Bach Federal awarding agency shall
prescribe reguirements for recipients
concerning the use and disposition of
real property acguired in whole or in
part under awards. Unless otherwise
provided by staiute, such require-
ments, at a minimum, shall consain
the fellowing.

{a) Title to real property shall vest in
the recipient subject $o fhe condition
that the recipient shall use the real
property for the authorized purpose of
the project as long ae it is needed and
shall not encumber the property wich-
out approval of the Federal awarding
agency.

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

{(c) When the real property is no
longer needed as provided in para-
graphs (a) and (b) of this section, the
recipient shall request disposition in-
struotions from the Federal awarding
agency or its successor Federzi award-
ing agency. The Federal awarding
agency shall ohserve one or mare of the
following disposition instructions.

(1) The recipient may be permitted 0
retain title without further obligation
to the TFederal Governmeni after it
compensates the Federal Government
for that percentage of the current fair
market valune of the property attrib-
utabie to the Federal participation ino
the project.

ATTACHMENT
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o The reciment mey be iresiel Lo
sell Lhe property under guifdelings 12 o-
vided by the Federa] awarding agency
anté pay the Federa: Government {or
rhat percentage of the currert fair
martel vaiue Qf the propertyd awtric-
dlable Lo the Federal participseidon 1L
the project (after deducting aciuzl and
reasonable selling ant flx-up SXpEnses.
if zny, from: the sales proceeds, Whern
the recipient is auvtherized or reguired
w6 sell the property, proper siles proce-
dures shall be establisnec that proviae
{for competition to the exXueni Dragc-
ticable znf result in the hignest pos-
sible return.

3y The recipient may be directed tc
transier title to the propert¥ uc The
Federal Government or to an eligible
thiré party providsf thai, in such
cases, the recipient snall be entitied o
compensation {or its atiributaple per-
centage of ihe ourrent fair markel
vazlue of the property.

£215.33 Federally-owned and exerapt
property.

(&) Federally-owned property. 1) Title
wo federally-owned property remalns
veeted in the Federal Government. Fe-
cipiente snall submit annually an in-
ventory listing  of Iederally-owned
property 1o their custody to the Fed-
eral awarding agency. Upon completion
of the awart or when the property is nic
longer needed, the recipient shzll re-
port the property tc the Federal award-
ing agency lor further Federal agency
utilizatior.

(2y If the Federal swarding agency
Lias no further need {fur the propesty, it
snall be declared excese ang reporied Lo
the General Services Laministrabtiorn,
uniess the Federal awarding agency
has statutory anthority to dispose of
the property by alternative methods
(e ¢., the suthority provided by the
Federal Tecnnoluvgy Transfer Lot (18
U.s.C0 30 {I)) w donate research
eguipment o educations] and LoG-prof-
il organizavione in accordance with
E.O. 1282, “Improving Methemetics
zufd Science Education in Support of
tne National Edrucation Goals' (57 FR
54286, 2 CFR, 1892 Comp.. p. 322); AT-
proprizte nsiructicns shall be issued
we The recipient ny the Federe! award-
iNE aEenCY

h, Lzemys properiy  Wnel gLaLQM0
AUSHOTIDY existt e Fedaral awartin

Agency NAS ThE ODLIiDL LC 3
property acguired with Fedsrs f

inL the regipient withoul furtner obhige-
LioL L0 ohe Federal Government z
unger conditions the Fraeral awerding
LEETICY  CONSIGeTE &DRPropridle. Such
Properiy iE exempl propsriy Bhoulc
: Federal awarding gency Lol B8LaD-
list conditicons, Titie Lo exempi Prol-
erfy Upon zcguisitlon shall vest 1n ihe
recipient without furtiier obliretion Lo
the Federal Government.

&l

§2156.34 Eguipment.

‘z; Title to eguipment acouired by a
recipient witn Feders! funds shall vest
it the recipient, subject 0 conditions
of this sectiorn.

(D) The recipient shuli not use eqguip-
ment acouired with Federa! funds o
provide services 10 non-Federsl ouisige
organizations for &z fee that i less than
privete companies cherge for equiva-
lent services, unlsss specifically zu-
thorined by Federal stasute, for &8 long
as the Federal Government reuaing an
interest 1o tne eguipment.

{¢) The reviplent shiall use the sguip-
ment in the project or pregram oo
which it wae acguired as 1o0nE a8 need-
ed, whethier or not the project oY pro-
gram: continuee 1o be suppoervet Ly Fed-
eral funds and snall not encamber the
property without approval of the Fed-
eral awarding agency. Wher no longer
needed {or the original project or pro-
pram, the recipient snal’ use the sguip-
ment in connection with jts otner {ed-
erally-sponsorel zotivities, in the {oi-
10wWing order of priority:

(1} Activivies sponsored by the Fed-
erel awarding agency whiich funded the

riginal project, then

2y Activities sponsoret by ouher Fed-
eral awarding agencies,

{4y During the time that egulpment
is useG on The projett or program for
which 1t was acquired, the recipient
shall make it zvailable 1or use on other
projects or programe 17 such other use
will not interfere with the work on the
preject or program {or whick the equip-

ment was originelly acgumired. FPirst
preference for such other ust shall e
given %0 QUNETr Projecie Ur DrOgrame
sponsored Dy the Federa: swarding
apency that finanoed the eguiprnent,
bE I
ATTACHMENT .
13 o DM mamre




§215.34
second  prefersnce shali be ziven o
projects  or programs  sponsorsd oy

nther Federal awarding agencies If the
snuipment is owned by the Faderal
Tovernment, use on other activitles
not sponsored hy the Federai Govarn-
ment shall be permissible if authorized
oy the Paderal awarding agency. User
charges shall be freafed ag program in-
come,

{e) When acquiring replacement
gquipment, the recipient may use the
eguipment to be replaced as frade-in or
sell the eguipment and use the pro-
seeds to offset the costs of the replace-
ment eqiipment subject to the ap-
proval of the Federal awarding agency.

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

1) Equipment records shall be main-
sained aceurately and shall include the
following information.

(i) A description of the equipment.

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

{ili) Source of the eguipment, inclad-
ing the award number.

{iv) Whether title veste in the recipi-
ent, or the Federal Government.

{v) Acquisition date {or date re-
ceivad, if the equipment was furnished
by the Federal Government) and cost.

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

fvii) Liocation and condition of the
equipment and the date the informa-
tion was reported.

{viiiy Unift acguisition cost.

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

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

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

(]}
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baetween nuanuities darnar.
mined by the physical inspection and
shose shown 1n the accounting records
shall pe investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current oti-
Hzation, and contlnued need for the
eguipment.

{47 A control system shall be in effect
to insure adegquate safeguards o pre-
vent Joss, damage, or theft of the
aquipment. Any loss, damage, or theft
of equipment shall be Investigated and
feily documented; if the equipment was
owned by the Federal! Government, the
recipient shall prompsly notify the
Federal awarding agency.

(5) Adequate maintenance procedures
shall be implemented fo keep the
agquipment in good condition.

{6) Where the recipient is auathorized
or required o sell the equiprnent, prop-
er sales procedurses shall be established
which provide for compefition to the

POTOTOaR

extent practicable and result in the
highest possible return.
(g) When the recipient no longser

needs the zsquipment, the equipment
meay be used for other activities in ac-
cordance with the following siandards.
For equipment with 2 current per unit
fair market value of §5000 or more, the
recipient may retain the eguipment for
other uses provided that cornpensation
is made to the original Federal award-
ing agency or 1is successor. The
zmount of compensation shall be com-
puted by appiying the percentage of
Federal participation in the cost of the
criginal project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
quest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whether the equipment can be used to
meet the agency's requirements. If no
requirement exists within that agency,
the awvailahility of the eguipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to defermine 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

ATTACHMENT ...
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Suyr dfuer LhE TRUIPIELIE regiell wlil
Sl (0IL0WINF PrGLefules SLall FOVErL
1 I s instrucled or 1Y GLEposilion
TOSUIUCAonE are nol issted withan 126
cRiETIAAT dave after Thne reciplent’s re-
guest, the Tecipient snall sell the
pquipméent &nd reirnburse the Fodera
awzerdinge agpency &l amountl Compuiet
oY ADDIVIRE L0 Lhe sales proceeds Lhe
vercentage of Federal participation in
the cost of Uhe OTiginal Project or pro-
gram. Eowever, the recipient shall be
permitted to deduci and retain from
the FeGeral share §500 or ten percent of

the proceeds, wkiichever is lesg, for the
recipient’s seliing and handling ex-
DEDSES.

{23 If the recipient ie instructed o

ship the equipment elsewhere, the re-
clpient spal’ be reimburseé by the Fed-
eral Government by an amount which
is computed by applying the percent-
wfe of the recipient’s parvicipation in
the cost of the origingl project or pro-
gram to the current fair market value
of the eqguipment, pius any reasonable
snipping or interim storage cosls in-
cLrred.

{8y If the resipient 1e instructed Lo
otherwise dispose of the eguipment, Tne
recipient shall De reimbursed by the
Federal awerding agency for such costs
inecurred in ihs disposition.

(4; The Federal awarding agency may
reserve the right to transfer the title
w0 the Federal Governmeny oI U &
third party named by the Federal Gov-
ernment whep such Whiréd party is oth-
erwise eligible under eYisting siatutes
Sucb transfer shall be subject w0 the
{ullowing standardcs.

(i) The epuipment shzll be appro-
priately identified in the award or oth-
erwise made kmowr Lo the recipient in
writing.

{11} The Tederz! awarding agency
gnall  1ssue dieposition  imstructions
vathin 120 celender days after receipt
of 2 fnal inventory. The final inven-
vory snell st zl]l eguipment acquired
with grant funds and {ederally-owned
equipment. 1f the Fedsral zwearding
sgency falls 10 issue disposition in-
structions within the 120 calendar day
per:08, the recipient snail apply the
standarde of this section, &b appro-
Drisle,

Y Wnen the
ETICY BYLETUISE
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orovisions for eQeredi-swnec
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t 215.85 Supplies wnd other expend-

able property.

ja) Title Te supplies end olher ex-
vendable properiy shall vest in the re-
cipient upon aGOuUisltion. L7 there 1 e
residue! inventory of anused supplies
exceeding 0000 In T0La:  aggrégale
vallue uporn termination or completion
f the project or program: and the sup-
plies are not neeted for zny other ied-
-sponsored ProjeCt or Program.
the recipient shall retzin the suppiies
for use on non-Federa) sponsorel al-
mivities or sell fhiem, but shkall, ic -
tLer case, compensate the Federal Gov-
ernment {or its shere. The zmount of
compensation shali be computed in the
same manner &§ 10T equipment

(h; Toe recipient shell ot use sup-
plies acguired with Federal funds o
provide services Lo non-Federal outside
organizations {or & fee that ig less than
private companies charge for eguiva-
lent services, urdess specifically au-
vhorized by Pederal statite wt 1oDg e
the Federal Governmernl relaine an in-
terest in the supplies

$215.36 Inlangible pruperty.

(&7 The reclpient may COPYTrignl &ny
work that 18 subject L copyright and
wae developel. or for which ownershi
waE purcbased, onder an award. Toe

Federal awarding zgency(ies, Ireserve &
royalvy-free, nonexclusive and irrev-
ocable right o reproduce, publish. or
otnerwise use the work for Federal pur-
poses, 2Ll Lo autnorize others Lo 4¢ 50

(b) Reclpienis are supiect 10 &pPpliCa-
pie regolations governing paients and
ipventions, including government-wide
regulztions issueé by the Department
of Commerce at 37 CFE part 400,
" H Invenuions Made Dy Non-

RiEDes o
profit Organizetions and Small Busi-

nest Firme Under Government Granis,
Contracts and Cooperalive Agres-
ments.”’

2) The Federal Sovernment Ias Te
right Lo

(1, Obtain, reproduce, pubiish or DIk-
erwise Use the dawe Jirst produced

uner & awart

j ATTACH

LS

e

| BAGE

PAENT

Or‘

AU pecis




£§215.37
20 mushoriee others Lo receyve. repro-
durce, publis or atherwise use such

dave for Federal purposes

iy Ty InoaddiSion, in response Lo a
Freadom of Information Aot [(FOIA) re-
raest for resaarch dats relating to pub-
hished rescarch findings produced under
zn award that was used by the Federal
Zovaernment n developing an agency
action that has the force and effect of
taw, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonzable time, the re-
search data so that they can be made
available to the public through the pro-
cedures established ander the FOIA. IT
the Federal awazrding agency obtalns
the research data solely in response to
a FOIA request, the agency may charge
the raquester a reazsonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and she applicahle subrecipi-
ents. This fee is in additicn to any fees
the agancy may assess under the FOIA
(5 U0.8.C. 352(a)(4) AN

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

{i} Research data is defined as the re-
corded factunal material commonly ac-
cepted In the scientific community as
necessary to validate research findings,
but nof any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, plans for future research, peer re-
views, or commaunications with col-
ieagues. This ‘‘recorded” material ex-
cludes physical objects (e.g., lahoratory
samples) Research data also do not in-
clude:

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

(8) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
clearly unwarranted invasion of per-
sonal privacy, such as informatian that
aould he used to identify a particular
person in a research study.

‘3i) Published is defined as either
when:

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

2 CFR Ch Il (1-1-04 Edition)

£ Pederal ageney publiciy and of-
ficially cites the resexroh findings in
support of an agency achion that nas
the farce and effzct of law.

©ridly Used by the Federal Govarnment
in developing an agency action that
has the force and effect of law is de-
fined as whern an agency publicly and
officially cites the research findings in
support of an agency action that has
the foree and effect of law,

(e) Title to intanglble property and
debt instruments acquiresd under an
award or subaward vests upon acguigi-
tion in the reclpient. The recipient
shall use that property for the origi-
nally-authorized purpose, and the re-
cipient shall not encumber the prop-
erty without approval of the Federal
awarding agency. When no longer need-
2d for the originally authorized puar-
pose, disposifion of the intangible prop-
erty ghall ocenr in azgcordance with the
provisions of §215.34(g).

[69 FE 26281, May 11, 2004, as amended zi 70
FR 516881, Aug. 31, 2005]

§215.37 Property trust relationship,

Real property, equipment, intangible
property and debt instruments that are
acquired or improved with TFederal
funds shall be held in trust by the re-
cipient as irustee for the beneficiaries
of the project or program under which
the property was acquired or improved.
Agencies may reguire recipients to
record liens or other appropriate no-
tices of record tc indicate that per-
sonal or real property has been ac-
quired or improved with Federal funds
and thai use and dispositicn conditions
3, pply to the proparty.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement

standards.

Sections 216.41 through 21548 set
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expand-
able property, eguipment, reai propersy
and other services with Federal funds.
These standards are furnished to en-
sure thaf such materials and services
are obtained in an effective manner
and in compliance with fhe provisions

ATTACHMENT C
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OME Tirculars and Guidance

plicabit Federal slaiulet ant ex-
soppive oraer: Mo aoditionel prosars-
rLenl SLanCeETOE oY ZedUITEINENLE ERall
e nposed Dy the Federal awaroing
aEEencies NpOIL reclDIen.E, Unlless Epeé-
cificelly reguaired by Feleral statule or
exprULlve order or approvec oy OME.

L210.41

The standarfe conteined in thie sec-
tiorn 4o net relieve the resipient of the
contractual  responsibilities arising
unger its congraciti(s). The recipient is
the responeible authorivy, without re-
gourse to the Federal awarding agency,
regarding the settlement and savisiac-
tior of all contractual and administra-
tive issues arising out of procurements
entered intc in support of an award or
cther agreement. This includes dis-
putes, claims, protests of award, source
eveluation or other matters of a con-
Wwactlal nature. Matters concerning
viplation of statute are to be referred
e such Federal, State or lecal aubthor-
ity as may have proper jurisdiction.

Hecipient responsibilities,

{21542 Codes of conduct.

Tne recipient shall maintain written
spandards of conduct governing the
performence of its employees engaged
in the award and administraticn of
contracts, Ne¢ empioyee, officer, or
agent shall participate in the selection,
award, or edministretion of 2 contract
supported vy Federal funds if & Teal or
apparent conflict of inverest would be
invoived Such a conflict wouid arise
when the employee, officer, or agent,
any member of hie or her immediabe
fz1nily, his or her pariner, 0T &0 OIE&-
nizaslon wWiich £mplOYE 0r 18 aboul to
empley any of the parties indicated
nerein, has & financial or other interest
in the firm selected {or zn award. The
officers. empioyees, ané agents of the
recipient shall neither solicit nor ac-
~ent Eratuliies, {avors, or anything of
monewary velue from coniraciors, or
pariies te subagreements. However, re-
ciplente may set standards for situa-
vione in which the financizal interest is
not supsuantial or tone gift 18 an unso-
“eited ivem of mominagl value, The
svandards of condust shzell provide jor
disciphnary actions Lo be applied for
v.olauione of such svandards by offi-
cers. emplovses, or agenis of the re-
CipLent

§210.48 Compelilion.

£]1) procurernent WCALSaCTIonS Shka
ne cONOUCLEE 1N & Manner Lo Proviae
LC UNhE TMEXIINU, EXUenl Dracticel, wpen
and free competition. The recipient
shanl]l De alert WG organzabional con-
fNicue of interest as well a4 noncombet: -
tive practices 2MOng SOnRLraciurs thet
mey Iestrict or ellmiLale COMPELITior
or oTherwise resirzaln trate. ln order o
ensure objecilve contraclor periormc-
ance and ellminate unlair competitive
advantage, contractore thai develop or
draft  spescifications, reguirements
spasements of work, invitztions ior
bidse and/or reguesie {or proposals shzll
be excluded from competing for suct
procurements. Awards shali be made o
the bldder or offeror whose nid or offer
ig responsive W the solicitation and is
most edvantagedne to the Tecipient,
price, guality and other fzctors consid-
ered. Solicitations shall clearly set
forth all requirements that the bviader
or offeror shall fulfill iz order for tne
bid or offer tc be evalugted by Toe re-
cipient. An¥ and all pids or offers mey
be rejscted when it is in The reciplent’s
interest o deo so.

£215.44 Procurement procedures.

{a) £11 recipients shall establish writ-
ten procurement procedures. Thsse
procedures shall provide for, 2t & min-
imum, that paragraphs (2)1). {2} and
{3; of this section apply.

(1) Recipients avoid purchasizig un-
necessary items

(2) Where approprizie, al AN&IYSIE 15
made of lezge and purchase alter-
natives 1o determine which would be
tne Mmost economical and Pracuical pro-
curement for the Federal Government

{3 Solicitations for guods and serv-
jces provide {or &} of the {ollowing.

(i) £ clear and accurate Gescription
of the wecnmical requirements for the
malerial, product or service Lc De pro-
cured. In CoOmMpeniTiVE PrOCUTEINEniLE,
such 2z description shall not Contein
features which undaly restrict com-

etition.

(i1} Reguirements the bidder
offeror must fudfill and all other fac-
Lore te De usef in evzluabing bDids or
Proposals,

(1317 A descripilon, WhEnREVer Pral-
ticabie, ©f teCnnical IeQLIrernentes in
verme of funcilons o be performed or

which
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weluding the
range af g sble charactemstios or
minimurn aceeptahle standards.

iv; The specific features of “‘brand
name or sgual’ descriptions that bid-
ders are required Lo meet when such
tterns are inciuded in the solicitation.

iv; The acceptance, to the extent
practicable and economically feasible,
of products and services dimensloned in
the metric systemn of measurement.

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

(b) Positive efforts shall be made by
recipients to utilize small businesses,
minority-owned firms, and women's
husinesg enterprises, whenever pos-
sible. Recipients of Federal awards
shall take all of the following steps %o
further this goal.

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

() Make information on forthcoming
oppertunities available and arrange
vime frames for purchases and con-
tracts to encourzge and facilitate par-
ticipation by small businesses, minor-
tty-owned firms, and women's business
enterprises.

{3) Consider in the confyract pracess
whether firms competing for larger
contracts intend to subcontract with

small huginesses, minority-owned
firms, and women's husiness enter-
prises.

(4) Encourage contracting with con-
sertiums 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-
vally.

{hY Use the services and assistance, as
apvropriate, of such organizatione as
the Small Business Administration and
the Department of Commerce's Minor-
ity PBusiness Development Agency in
the solicitation and utilization of
small businesses, minority-owned firms
and womean's husiness enterprises.

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

60
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propriate for ohe pardeular procure-
meni and for promaiing the hest imoer-
ast, of the program or project invelved
The “eost-plus-a-percentage-of-cost”
or '‘percentage of oonstrucfion cost”
methods of contracting shall not be
used.

fd} Contracts shall be made only with
regponsible contractors wvwho possess
the potantial abillty to perform suc-
cessfully ander the terms and condi-
tions of the proposed procurement.
Consideration shall be glven to such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibility to
cther necessary resources. ILn cerbain
circurnstances, contracts with certain
parties are restricted by agencies' im-
plementation of E.O.5 12349 and 12689,
‘‘Debarment and Suspension.”

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

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

{2) The procurement is expected to
exceed the small purchase threshold
fixed at 41 U.5.C. 403 (11) (currently
$25,000) and ig to be awarded without
competition or only one bid or offer is
received in response to a solicitation.

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

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

{5) A proposed contract modification
changes the scope of a contract or in-
creases bthe contract amount by maore
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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OMME Circuiars and Guidance
procurement action Frice ahal-
assomplishes 1o various
ineiuding  the comparison ol
price GuOLATiOnE submmitited, marketl
prices and  similar indiciz, zogether
with discounte Cost analysis 18 The Te-
view and evaluation of each element of
GoEL L0 ASLeTITNINE TPeRS50LaDIeDEsE,
wllocabilivy and allowabilicy

.
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t215.46 Frocurement records.

Procurement records and files {or
purcheses in excess of the small pur-
chase thresnold shall include the fol-
lowing &t & minimurn:

{a; Basiz Tor coniractor selection;

(b Justification {for lack ol competi-
tion when competitive pids or offers
are not obtained: angd

{cy Basic for award ¢DSU or Price.
£215.47

4 systern for contract administration
shall be meintained to ensure con-
tractor coniormence with the termns,
conditions and specifications pf ihe
contract and to ensure afequale
cimely follow up of all purchases.
cipients snaell evaluabte contractor per-
{ormance znd document, as appro-
prialbe, WhHether ConiTacLors have mel
the ierms, conditions ané specifica-
tions of the contract.

Contract administration.

t215.48 Contract provisions.

The recipient shzll include, in addi-
L10L: Lo provisions Lo define z sound and
complete agreement, the {cllowing pro-
visions in all contracts The {oilowing
provisions shell also be applied to sub-
COnLracts

&) Contracts in excess o the small
purchase thnreshold snall contaln con-
vractual provisions or conditions that
allow for admimisirative, contractual,
or legal remedies in instances iz whick
2 oontractor violalee or preéeacneg the
contract terms, and provide for such

remedial actions &5 may be &appro-
priate.
(by All contracis in excess of the

gmzll purchase thresnold shall contain
sultabie provisions {or termination by
he recipient, including the rmanner by
whick terminationn snall pe eflected
and the basis for settlemeni. In addi-
10D, such sontracie snal! describe con-
divions uwnder wnich the CONLrast IMEY
Le terminated for default as well ag

£212.48
Lon@itithe wWhers the SUNITAC ey be
Lerminiabed Decause Uf circumstancer
Levond the control of Lhe COLITGILOT

{¢y Exoepi ag oLherwisSe reguired o
SLalbube, 2L awaré LhAl reguires The
LOnTrACLing  (or  saboontractingy  {or
construction or {aciiity improvements
shzll provide for the recipient o foliow
1t owrn regrirermente relating we oid
Fualaniees, perlOIThLADCE Londs, ano
payment ponds unlese the constraciion
CONTTalty or suhcon tract exceeds
$10C,000 For those contracis or sub-
contracts enceedlng 100,000, the Fei-
eral awarding agency may actepl the
bonding policy ant requirements of the
recipient, provided the Federal award.
ing agency has made & determination
that the Federal Government’s interest
ie adequatlety protected. 1T such & de-
terminaticon has not been mede, the
minimum requirements snall be as {0i-
10WE.

{1; & pid guzrentee fromn eacn bidder
egquivelent to five percemt of the bid
price. The "bid guarantee’ shall cop-
sist of & firm commitment seckt as a
pid bond, certified cneck, or other ne-
gotigDle Instrumient aCCOmMPARYINE &
pid as assurance that the bidder shall,
upon accepiance of nis bid, execnie
sueh conbractual documents a5 may be
required within the time specifisd.

(2) A performance bond on the part of
tne contractor for 100 percent of ihe
conwract price. A “performance obond’
i one execnted irn connection with =z
contract 1o secure fulfillment of all the
contractor's cobligations under such
contract.

(8, £ peyment boné on the part of the
contractor {or 100 persent of the con-
sraft price. A “payment bond” is one
execnted in connection with & contract
to assure payment ag reguire by stat-
ute of all persons supplying labor and
meaterial 1 the execution of the work
previded {or in the contract.

{4, Where bonds are requirTed in the
situations described herein, the bonds
snall be obizined {rom companies hold-
ing certificates of authorTity &£ acCepl-
able sureties pursuznt to 31 CFR part
228, 'Surety Companies Duing Business
with the United Siates.”

(d) £Y% negotiated cOnTralls (excepl
those for less tharn the smmall purchase
whresheld; awarded 0y recipiente shiall
include & provision ¢ the eifsct that
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wne jptent. whe Federal awording
agency, she Compurolier General of the
United States or any of their duly aug-
thorized representatives, shall have ac-
sess Lo any hooks, documents, papers
and records of the congractor which are
directly persinent to a specific pro-
eram for the purpose of making audiis,

sxaminations, excerpts and  iran-
sCriptions.
tey All contracts, including small

purchases, awarded by recipients and
their contractors shall contain the pro-
curement provigions of appendiz A bo
this part, 2s applicable.

REPORTS AND RECORDS

$215.50 Purpose of reports and
records.
Seetions 215.51 through 215.53 set

forth the procedures for moniboring
and reporting on the recipient’s finan-
ta] and program performance and the
necessary standard reporiing forms.
They also set forth record retention re-
quirements.

£215.51 Monitoring and reporting pro-
gram performance.

(a) Recipients are responsible for
managing and monitoring each project,
program, subzaward, function or activ-
ity supported by the award. Recipients
shall rnonitor subawards to ensure sub-
recipients have met {he audit reguire-
ments as delineated in §215.26.

{(b) The Federal awarding agency
shall prescribe the frequency with
which She performance reports shzll be
submitted. Bxcept as provided in
§215.51(f), performance reports shail
not be required more frequently than
guarterly or, less frequently than an-
nuzlily. Annual reports shall be due 30
csalendar days after the grant year,
quarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
reguire annusal reports befors the anni-
varsary dates of muiltiple year awards
in lien of these reguirements. The final
performance reports are due 80 cal-
sndar days after the expiration or ter-
mination of the award.

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

62
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‘dy Wnen required, performange og-
ports shall generally contain, for each
award, vrief information on each of the
iollowing.

f1) A comparison of actaal accomn-
plishments with the zoais and objec-
tives established for the period, the
findings of the investigator, or both.
Whenever appropriate and the outmit
of programs or projects can be readily
quantified, such guantitative data
should be related te cost data for com-
putaticon of nnit costs.

(2y Reazsons why ssiablished goals
were not met, if appropriate.

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

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

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

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

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

§215.52 Financial reporting.

{a) The following forme or such other
{forms as may be approved by CME are
authorized for obtaining financial in-
formation from recipients.

(1) SF-269 or SF-269A, Financial Sta-
tus Repoert.

(1} Each Federal awarding agency
shall reguire recipients to use ithe SF-
269 or SF-260A 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-288A
when the SF-270, Reguest for Advance
or Reimbursement, or SF-272, Report
of Federal Cash Transaciions, is deter-
mined to provide adeguate information
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LG TLeel 1LE DNiaedE, eXCeDt Lhel e I
SF-26L oy BF-BEGE shell Le reguirec at
tre cumipiesion of the Prejeti When tne
~070 ar ussd only iur elvaliGe

'3

Trne Federa awarmng Agency
nIescrlne wneme* Lhe reporil shall
o & oesn or acerual besis. I othe

awarding agency requires
Riormation and the recipient’s

&~

orua)
4CUOUTIINE records are DOL nourmally

kept on Lhe accrual basis, The PeCIDIent.
shall not be reguired to convert 138 ac-
counting svstem, but shall devslop
such accrual informavion through best
ssvimates based on an aualysis of the
documentetion on hand

(i11y The Federal awarding ZEEncy
snal]l determine the {requency of tne
Financiz! Status Iteport {or sach
project or Drogram. considering the
size and complexivy of the particular
project or program. However, the Te-
port snzll not e reguired more ire-

guently than quarierly or less Ire-
guently than annually. A final report

shall be required at the completion of
the agreement.

fivy The Federzl awarding agency
shall reguire recipients to submit the
SF-265 or SF-2654 (an original and no
more tharn two copies) no later than 30
days after the end of each specifisC re-
poriing period for guarterly and semi-
annnzl reports, and 90 calendar days
{for anunal and final reports. Exten-
sions of reporting due daies may be al-
proved by the Federal awarding agency
upon request of the recipient.

(23 SF-272, Report of Federal Cash
Transactions

(1) Wnen funds are advanced to re-
cipients the Federa awarding agency
shell require eacn recipient to submit
the SF-272 and, when Decessary, 1L
continuation sheet, 5F-272a The Fed-
eral awarding agency shall use this re-
port to monitor cask advenced L0 re-
riplenis and tc optaln digpursement in-
formeation for each agreement with the
recipients.

{:1) Federal awarding agencies Imay
reguire foreczste of Federal cash rs-
quirements in the “Remarks’ section
of e report.

11i1; Whern practical znd deemed
E8sSaIY, Feleral awiIQing azgencies
reguire recipisnis o report in
“Temarks’ secrtion the amount of
WOVARLCEE TeEcelveld 1D frcest

nes-
TLEY

e
cash
of 1nree

[a3]

[uln)

pLellL

LIOVIGE  snLU
aCTILILE Lak el
Le reQLGE LNE BXOESS DALRIICES.

TR
Eliai

Anye:. FueCl
.

ATTALIVE BXDIEDLELIONE U

v Beoiplente shals pe reguired uwo
SULINI oL MOTE Lhal LLE Grimnal and
Lwo coples of tne SF-I7Y 1L caientdar

fays follewing the enc of sack guerier
The Fecera! awarding z2geinsist INay Te-
QUIre a INONLNlY report (oI Tndse re
clpiente receiving advances Lolaling §l
million Oor MOTre pel’ Year

(v Federal awalrding agencles may
walve The reguirermnent {or supmission
of the SF-272 for any one of the fol-
IOWILE TBASDRDS!

(£ When monthiy advantes 4o not
sxceed $25,000 per reciplent, providzg
that such advances are moniuvored
through otper forms contained 1 thie
section;

(B, 1f, in the Federzl awarding agen-
cy’'s opinioxn, the recipient’s accounsing
controle are adeguale Lo Minimize ex-
ceBEive Federal advances; or,

{C} When the electronic payment
mechanismes provide adequate data.

{b) When the Federal awarding agen-
¢y Dneeds addivional information or
more freguent reportws, tne foliowing
shall e observed.

1y When =zdditicnal infcrmetion is
reeded o comply with legislative re-
quirements, Federa! awzarding agengiec
shall issne INstructione 10 reguire re-
ciplents 1o submil such mformatior
under the “"Eemarks section of the re-
porig.

{27 When & Federz] awarding agency
determines tThal a recipient's account-
ing systemn doek not meet the standards
in §21£.22, additional pertinent infor-
mation e inriber monitey awards may
be obieined upon written notice Lo the
recipient until such time as the sysiem
is brought up to standard The Fadera"

awarding zgency, in obtaining this in-
formztion, snall comply with report
clearance requirements of 5 CFE pari
1220

2; Pederal awarding agenciet are er-
coursged to shade out any line item on
aly report if not necessary.

{4, Federzl ewarding agenties may

accept the identical wmformalion from
the recipienss L machinge rezdavle 1o7-

mel Or compuber printouts oI eiec-
wronic ourpute 1o e of preserbed for-
ITaLE
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§215.53

Ling Agencies

ey

5, Wederal aw
aravide comipuner or alestronic ouspuis
Lo recipiants when such eypedites or
~oniributes to the acouracy of report-

ng.

%215,53 Retention and access require-
ments for recovds.

(a) This sechbion sets forth reguire-
ments for record retention and access
w0 records for awards to recipients.
Federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.

(h) Financial records, supparting doc-
uments, statistical records, and all
other records pertinent to an award
shall be retained for 2 period of three
years from the dafe of submission of
the final expenditure report cor, for
awarde that are renewed guarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial reports, as authorized by the Fad-
aral awarding agency. The only excep-
tions are the following.

71y If any litigation, clzim, or andit is
started before the expiration of the 3-
year period, the records shall be re-
tained wvnoil all litigation, claims or
gudit findinpgs involving the records
have heen resolved and final action
falken.

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

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

¢4) Indirect cost rabe proposals, cost
allocations plans, =tc. ag specified in
£215.53(g).

{c)Y Copies of original records may be
substituted for the original records if
authorized by bthe Federal awarding

agency.
{d) The Federal awarding agency
shall request transfer of certain

records to its custody f{rom recipients
when it determines that the reocords
possess  long term retention value.
However, in order to avoid duplicate
recordlesping, a Federal awarding
agency may malfe arrangements for re-
cipients te retain any records that are
consinnously needed for joint use.

64
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(e The Federal awarding agency, the
Ingpector General, Compuroller Gen-
gral of the United Statves, or any of
their duly authorized repraseniatives,
nave the right of {imely and unre-
sbricted access to any books. docu-
ments, papers, or aother records of re-
ciptents that are pertinent Lo Che
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies af such documents. This right
also includes timely and reasonable ac-
cess to a recipient’s personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
ited to the required retention period,
but shall last as long ab records are re-
teined.

() Unless required by statute, no
Federal awarding agency shall place
restrictions on recipients bthat Hmit
nublic access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and wonld
have been exempted from disclosure
pursuant to the TFreedom of Informa-
tion Act (5 U.B.C. 362) if the records
had belonged to the Federal awarding
agency.

(g) Indirect cest rate proposals, cost al-
locations plans, ete. Paragraphs {(g)1)
and (g)2) of this section apply to the
following types of documsnts, and cheir
supporting records: indirect cost rate
computations or proposals, cost alioca-
tion ptane, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
{(such as computer usage chargeback

rates or composite fringe benefit
rates).

(1y If submiited for negotiution. If the
recipient submits o the Federai

awarding agency or the subrecipient
submits to the recipient the proposel,
plan, ar other computation to form the
hasis for negotiation of the rate, then
the 3-year retention period {for its sup-
porting reccrds starts on the date of
such submission.

(D) [f not submitied for negotiction, If
the recipient ie not required to submit
to the Federal awarding agency or the
suhrecipient is net required to submit
t0 the recipient the proposal, plan, or
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SLLE! COMmMPULELion 107 Degoliaiilr DuT-
DOSSE . LOEn LhE 3-Vear Ieleniion period
fur ine proposal, Dlal, 07 OLLEI LLIL-
putation and 1ne supporiing Iecords
£harLe al the end of the fiscal year (or

Wi Wi
Gruer wecounting perioed; coveresd LY
thie proposal plan, or GLHer COIMpPUbi-
TLOTL .

TERMIEATION ANL ENFORCEMERT

£ 215.60 Purpose of termingtion and
enforcement.

Secsions 216.61 and 21862 set f{orth
uniform suspension, termination and
enforcement procedures.

£215.61 Termination

la; Awards mey De terminzted in
whole or in part only I paragrapne
(el {2)or (3) of this sectior apply.

1y By the Federzl awarding agendcy,
if 2 recipient materially fails to com-
ply Wwith the terms and confitions of an
award.

(27 By the Federal awarfing agency
with the consert of the reciplent, in
whict casé the two parties shall agree
upon the lermination conditions, in-
cluding the effective date ané, T the
case of partial termination, the portion
to be terminated.

{3 By the recipient uporn sending io
tne Feberal awarding agency wrilten
notification setting forth the rsasong
{for suckh terrmination, ine effective
dete, 2nd. 1In the case of pertlal vermi-
nation, the portion to be terminated.
Eowever, if the Federal awardlLg Zgen-
¢y determines in the case of partial
terminacion that the reduced or modi-
fied portior of the grant will not ac-
complish the purposes for which the
grant was made, it May Lerminale Lhe
grant 1t 1bs entirety under gither para-
grapne (a)(i} or (2) of this section

oy U costs zre allowed under an
awart, Uvhe responsipilities of the re-
cipient referred to in §21571(%), inciud-
ing tOose {or PIOPErty MATALEMENT &
appiicable, shall be considered in the
verrmination of the award, and provi-
sion shall be made for contilaung re-
sponsibilities of the recipient afier ter-
TINEVION. B8 &DRroLriate

£215.62 Enforcement.

(& Remedies for noncomplionse 17 & re-
cipienl malerizally fzile o comply with

[o5)
L1

WHELLEr S$bausl i e Felderal sLellle,
revaiallon, assaralice, application. oT
notite of award, wne ras awarling
sgency rmay. in addiui LG ATLPUBINE
aly Of the spegis! conditlong cutlihed
i 121514, wake one or more of the iok
1OWInE asUIONE, &g aPpropriale 1T the
CIrCLInS SRS

(37 Temporarily withnolé cash pay-
mente pending correction of the defi-
cieney by the reclpient or more severe
enforcement action by the Felera:
awerding agency.

(2) Dngeliow (thiat 18, deny Lotn use of
funds and any applicabie matching
cred:t {or) all or part of t%he cost of the
aCLIVity or action not in compliance.

(3) Whoily or partly suspend or ter-
minate the current award.
f4) Witnhold furtner awards for the

Prolect O PTORTATN.

(5; Take other remedies thatl may obe
legaliy avallable.

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

opportunity for hnearing, appeal, or
other administrative proceeding o

which the recipient is erntitled under
any statute or regulation zpplicable Lo
the action involved.

(cy Effects pf suspension ond levmi-
nution. Cosis of a Teciplent resuluiing
irom obligations incurreé Ty TRE re-
cipient during =z suspensicn or afier
termination of an award are TIOL &il0W-
avle unless the zwarding agency ex-
pressly zuthorizes them in the LOTICE
of suspension oOT termination or subsg-
guentiy. Otber resipient costs during
suspensicen or after termination whick
are necessary and not reaSonably
avoidable are allowable if paragrepbs
1y and (2) of thie sectior apply.
1y The coste result from obligations
which were properly incurret by the re-
cipient before the effective date of sus-
pension or Lermineflon, &Te hol Inoal-
ticipation of it, and in the case of a Ler-
mination, are noncancelizble.

2 The Gosts would be aliowabie if
the award were not suspended or ex-
pired normally &t the end of the fund-
ing pericd i which the iermination
wares effect.

(dY Relationship to debarment wnc sus-
pensior.  The enforcement remedies
sdeniified in this seclion, iLCLLCILE

-
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£215.70

suspension and e asion, do non
g:e.muae a recipiant f7om heing subject
o deharment and suspension under

.08 12549 and 1%689 and the Federal
awarding agency implementing regula-
vlons isee §216.108).

Subpart D-—After-the-Award
Reguirements

£215.70 Purpose.

Sections 2i5.71 through 215.72 contaln
closesut procedures and other proce-
dures for subsequent disallowances and
adjustments.

§215.71 Closeout procedures.

{2) Recipients shall submit, within 90
caiendar days after the date of comple-
tion of the award, 21} financial, per-
fermance, and other reports as required
by the terms and conditions of the
award. The Federal awarding agency
meay approve axtensions when re-
quested by the recipient.

(b} Unless the Faderal awarding agen-
cy aughorizes an extension, a recipient
shall liguidate all obligations incurred
under the award not later than 30 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award

or in agency implementing instruc-
tione.
(c) The Federal awarding agency

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

(d} The recipient shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
advanced or paid and that is not auo-
tnorized to be retzined by the recipient
for use in other projects. OMB Cirgular
A-129 governs unreturned amcunts that
hecome delinguent debts.

{e) Wnen authorized by the terms znd
conditions of the award, the Federal
awarding agency shall mzke a sebtle-
ment for any upward or downward ad-
justments to the Faderal share of costs
aftar clossout reports are recejved.

ify The recipient shall account for
any real and personal property ac-
guired with Federal funds or received
froem the Federal Government In ac-
cordance with §216.31 through §215.37.

(g) In the event 2 final audit has not
heen performed prior to the closeout of

86
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ar zward, che Federa! awarding agency
snall retain the right to recover an ap-
oropriate arnount after fully consid-
dig-

ering vhe recommendations on
allowed costs resulving from the finz)
andit.

§215.72 Subsequent adjustments and

ccmtmumg responsibilities.

) The closeout of an award doss not
d.ffpc,t any of the fuliowing:

t1y The ripht of the Federal awarding
arency o disallow costs and recover
funds on the basis of a later audif or
other review.

(2) The obligation of the recipient o
return any funds due as a resuit of
later refunds, corrections, or other
wransactions.

(3 Audit requirements in §215.26

{4) Property management ragquire-
ments in §216.31 through §215.37.

{5) Records retention as regquired in
§216.52.

by After sloseont of an award, a rela-
tionship created under an award may
be modified or ended in whole or in
part with the consent of the Federzl
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 rmanagement as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as approprizte.

[69 FR. 26281, May 11, 2004, as amended at 70
¥R 51891, Aug. 31, 2005]

$215.73 Collection of amounts due.

{2} Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be anti-
tled under the terms and conditions of
the award constitute a debt to the Fed-
aral Government. If not paid within a
regsonable pericd after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(2)(1), (2} or (3) of $his section.

f1) Making an administrative offset

against other requests for reimburse-
ments,
(2) Withholding advance payments

otherwise due to the recipient.

(3) Taking other actlon permitted hy
suatute.

by Except as ctherwise provided by
law, the Federa! awarding agency shall

ATTACHMENT ...... C/ ....... .
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£l coDtr'acis, awarted LY & rsCiplent in-
ciuding smgll purchesss, shall conlalh une
iollowing provisions at zpplivavle

i Egugl EZonpioyment Opporiunity—Aall con-
tracts shall conLeln & Provision rsQuUiring
compliance with E.O 11246, "Equa) Bmploy-
ment Opportanity' (30 FE 12318 12835, 2
CTR, 19641865 Comp., b. 325;, ar amendsd Dy

E.C 11375, vAmending Exscutive Crder 11248
Toetating w  BEoual Empicymen: Oppor-

Tunity,'’ =ndé af supplementved by regulations
al 41 CFE pati 60, "'Office of Fegera! Con-
tract Compliance Programs, Egual Empioy-
ment Opportunity, Department of Labor.”’

2. Copeland ~Anti-Kickbeck'” Ac (18 U.S.C
&£74 and 40 U.£.0 276cj—4l) contracte and suk-
grahts 1T excess of 52000 Jor conswructior or
repalr awaried Ly recipients &nf sunrec)pi-
ente =nzll include a provisiorn lor compllance
with the Copeland “Loti-Fickback¥' Acy (18
T.8.C BT}, as supplemented by Deparsment
of l.abor regulations (2¢ CFR part &, “Con-
Wractors 2Lt SubsoniTactors or Puplic Build-
ing or Public Work Pinenced in Wnole or 1o
Fart Dy opens or Grapis {romm bhe United

tates'). The Act proviGes thal each con-
Trachior 0T SubTecipieni snall e prohibited
Drom inducing, by &0y INELDS, &0y DPerson
empioyed in the copstruction, compietion, o
repair of pubtic work, to give up a0y part of
the compensatioh t¢ which he 15 othsrwise
entitisd. The recipient snal: report all sus-
pected Or TEPOruvet Viplalions te the Federal
awarding agsnry

2 Dawms-bocomn Aci, oy omended (40 UL.C
2760 ¢ w-7-When reguireé hy Federal pro-
gramn legigiation, all copsiruction coniracis
awikiGeld Dy Lhe recipients and subrecipients
of more than 22000 shall includs & provision
{or compliance with the Davis-Bacon Act (40
UV.£.C. 2762 Lo a~T) anfd af suppiemented Dy
Depariment of Lebor regulations (28 CFR
part b, “'Labor Btandards Frovisions Applice-
nie 1e Contracis Goverming Federally Fi-
nancel and Assisted Consgiruction’) Under
this Act, contraciors shall ve reqguired wo pay
wages L0 laborers apnd mechanice 2l a rale
nol ess Lheb The minimum weages specliled
1L wige determinaticy made by the Ser-
revary of Laber 1n addivion, cobDWraCLOTE
shzll Le required LC pay wages no! iess than
ontGe & week. The recipient shall plase ¢ copy
o 1he current prevalling wape GELEITRNIDALIOL
1ssued Dy the Deparitmeni of Labor ic each
solicitaticl and tne gwarl of & Contract shall
e conditionsq apol the accepLance of ohe
wage Qejermifation. The recipient shali re-

=
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Bt 215 Lpp A
DOTL )l EUSDECULEE O FEPUTLED Nifuwlitly W
it Fedsra: awarding agsniy
4 Cumireor Worp Mours ene Swjety Storegarss
(el U5 C. 327-351—Wnere applusabie zll
CORTIacL: awartel DY IeClPIEnty iy sxuclss Of
22000 o CONSLTLClIOn CONUratli ané 1 ex-
cess of 12500 for Giber GonLTacly Lhel imvolve
the empioyment of mechanics o1 laborers
snall 1nclude 2 provision 10 complialine witl
sectiong 102 and 107 of the Conlract Work
Hpurs anté Safery Standards Act 4L U S C
327-333), ac supplemenied by Depariment of
lapor reguiations (2¢ CFE part 5. Under sec-
tien 102 of vhe Lct, exch contraclor shall ve
required Ll compule The wage: of @VEry Ine-
cnanic anf taborer oL the Desie of z standard
work week of 40 nours, WoTk in excess of the
spanfard work week 1 permissible provided
that the worker 15 compenszied at & rate of
not lest than 1% TiImes the DaSIC TeLe O pay
{or all nours worked in excess of 40 honrs 1n
the work week Section 10T of the Act iE aF-
plicable Lo CODSLIUCTion wWeoTk and Proviges
that no laborer oy mechanic shall be required
16 work in sucroundings or nnder working
conditions which are vnpsanitary, ha2ardous
or Qzngerous. TOESe TeGUITements 0o Dot
apply 1o the purchases of supplies or male-
rials or articles ordinarily avallable or the
oper market. or contracts {or treansporiation
or transmission of inteliigence
5 Rights to Inuventions Made Under o Zon-
tract or Agreemeni—Contrachs OF agTesments
for tne performance of sxperimental. devei-
upmental, or research work shall provide for
the rignus of the Federal Government and
the recipient in any resuwlting inventicorn :in
ascorGance with 37 CFE part 201, “RIELtE wo
Iovention: Mafe by Nenprofit Orgenizations

Al

alh@ Smal! Business Firms Under Govern-
ment Grants, Contracis and Cooperative

Agrsements.”’ and g0y 1MPlementing regula-
tiocns izsued by the awarding zgency.

€ Clean Ar Act /42 U.8.C 740) et seq.; and
the Federal Wuter Fplintion Conrrel Act (58
US.C0 1257 et seg.) as amended—0OConiracts
and subgrabts of amounus Ip excess of
3100,06C szmell contaln a provision that re-
guires the recipient ic agree L0 COMPly with
ull applicable standeras, orders or regula-
tlong issued pursuent W the Clean Alr Aot
142 G.E.C. 7400 e se¢.’ and the Federa: Weater
Foliution Control Act zf amended (38 T.E.C
1255 e! seg.). Violations shall be reporied 1o
the Feeral awarQing agency and the Fe-
gional Office of the BEnvircnmenta. Frotec-
tion Agency (BFL).

7. Burd Anti-Lobbuine Amendment (3] U.5.C
1382—Contractore whe apply or bid for an
eward of 5100000 or more snall file the re-
quired cercificatiorn. Each tier cercifies to
the tier above that it will BoOL i€ hes net
used Federal appropriatec funds o pay &ny
PEISOL or Oorgenizefior for InfluencihE or at-
wempiing t¢ influence ar office: or emnploves
o] WDy mEency, & member of Congress, officer
or ernploves of SOTEress DT &L emMPIGYEE O &




Pt 220
member of Zong coeanestion witih aie
waining any Fed caontract, grant or any
sther award zovared by 31 U.B.C 1352 Bach
sier shall also disclose any lobbying with
non-Federal funds that takes place In con-
nection with obuaining any Federal award,
duch disclosures are forwarded {rom Ster o
tler up tn the reciplent

¢ Debarment and Suspension (E.C.5 13519
and 136B5)—A conwract award with an
amount expectad to equal or exceed $25.000
and certain ather contract awards tsee 2 CFR
180.220) shall not he made to parties listed on
the government-wide Excluded Parties List
Yvstem, in accordance with the OMB guide-
lines at 2 CFR part 180 £hat impliement E.O.5
12549 (3 CFR, 1986 Comp., p. 1688) and 12689 (3
CFR, 1989 Comp., p. 235), ‘'Debarment and
Suspension.' The Excluded Parties List Sys-
tem contains the names ol parties debarred,
suspended, or otherwise excluded by agen-
cies, ag well as parties declared ineligible
under stetutory or regulatory authority
other than E.O. 12549,

(69 F'R 26281, May 11, 2004, a5 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.

420.i0 Scope,

220.15 Poliey.

220.20 AppHeability.

290,25 OMPE responsihilities.

220.30 Federal agency responsibilities.

420.35 Effective date of changes.

22040 Relationship to previcus issuance.

220.45 Information contect.

APPENDIX A TO PART 220—PRINGIPLES FOR DE-
TERMINTNG COSTS APPLICABLE TU GRANTS,
GONTRACTS, AND OTHER AGREEMENTS WITH
EDUSATIONAL INSTITUTIONS

AUTHoRITY: 31 U.S.C. 503; 31 U.5.C. 1111; 11
U.5.C. 405; Reorganization Plan No. 2 of 1970;
T.0. 11541, 35 FR 10737, 3 CFR, 1966-1970, p.
939

Source: 70 PR 51881, Aug. 31, 2006, unless
ctherwise noted.

§220.5

This part =2stablishes principies {or
dstermining costs applicable to grants,
contracts, and cther agreements with
sducational instituticons.

Purpose.

68
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§220.10

The principies in bthis pari deal with
the subject of wost derermination, and
make no atiempt to identify the cir-
cumstances or dictzte the extent of
arency and Institutional parsicipation
in the financing of 4 parsicular project
Proviston for profit or other Increment
abova onst I cutside the scope of this
part.

10 Secope.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment; bear its fair share of total
costs, defermined in accordance with
generally accepted acccunting prin-
ciples, except where restricted or pro-
hibited by law. Agencles are not ex-
pected So place additional restrictions
on individual items of cost. The suc-
cegsful application of cost accounting
principles requires development of mu-
trzal understanding detween represent-
atives of educacional institutions and
of the Federal Government as to their
scope, implementation, and interpreta-
fion.

§220.20 Applieability.

{a) All Federal agencies that sponsor
research and development, training,
and other work at educational instita-
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 2 guide
in the pricing of {ixed price or lump
sum agresments.

(b) Bach federal agency that awards
defense-related contracts to 2 Feder-
ally Funded Research and Development
Center {FFRDC) associated with an
adueational institution shall reguire
the FFRDC to comply with the Cost
Apccounting Standarde and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 9.

§220.25 OME responstibilities,

OMB is responsible for:

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

{b) Interprefing the policy reguire-
ments in this part and providing assist-
ance to ensure gifective and efficient
implementation.
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CIRCULEE NO. L-T4Z
Revised May 10, 200G£

T, THE HEADS OF EXECUTIVE DEPRRTMENTS ENL ESTRELISHMENTS

SUBJECT: fSoet Pringaples for Won-Frolit Organizations
1. pPurpose. This Circulsr ¢stablishes principles for determining costis of
grants, contracts and other agreemsnts with non-profit organizations. It does

not appiy to colleges and universities which are covered by Cffice of Management
and Budget (OMB) Circular A-21, “Cost Principles for Educational Institutions”:
State, local, and federally-recogrnized Indisan tribal governments which are
covered by OME Circular 2-87, “Cost Frinciples for 8tate, Loczl, and Indian
Tribal Goveraments"; or hospitazls. The principles are designed to prov:ide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent cf
cest sharing or matching on grants, contracts, .or other agreements. However,
such cost sharing or matching shall not be accomplished through arbizrary
limitations on individuzl cost elements by Federal agencles. 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.

a. These principles shall be used by zll Federal agencies in determining
the zosts of work performed by non~profit organizations under grants,
cocperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
instruments are hereafter referred to as awards. The principles do not apply %o
awards under which an organization i5 not required to account to the Federal
Government for actuzl costs incurred.

b. 1] cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
crganization concerned. Thus, if z subawerd is to a non-proiit organization,
this Circular shall apply; if & subaward is to a commercial organization, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to a college or university, Circular A-21 shall apply: 1f a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87
shall apply.
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o Non-oroalic 1O MmEans any IoITLOratlaen, TIA5T., &H30CLaTIoLn,

Tononerative, oy ouher organscation which:

(2} uses its npet proceeds to maintain, improve, and/or expand 1.s
operations. For this purpose, the term "non-profit organization" excludes i
collieges and uvniversities; {(ii} hospitals; {iii) State, local, and federally-
recognized Indian tribal governments; and (iv}) thcse™
non-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

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

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

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

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

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

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

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

LM e

so 0 TONDLUsTELIONS

1. CJomposizion of
tne L owwahie direstoand

aviard,

a Be resscnable for z—he parformance oI uhe award and be allocabis
thereto under these principles

b. Conform to eny limizetions or axclusions set (orth in these

principles or ip the award as to bvoss or amount of cost 1rems.

to both federally-financed and orher activities of the organization.

. Be consistent with policies and procedures that apply uniformiy

d. Be accorded consistent tfreatment.

&, Be determinad in aceordance with generally accepted accounting
principlas (GAAP).

f. Not be includsd as a ¢
matching requirements of any other fed
current or a prior period.

¥ used to meet cost sharing or
y~-financed program in 2ither the

= ow
;u
PO

g. Be adequately documentsad.

3. Reasonable costs. B cost is rezasonable 1, 1n its nature or amount,
it does not =2xceed that which would be incurred by a prudent person under the
circumstances prevailing at the time the decision was mads to incur the costs.
The question of the reasonablensss of specific costs must be scrutinized with
particular care in connection with crganizations or separete divisions therecf
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. wWhether the cost is of a type gensrally recognized as ordinary

and necessary for the operation of the orgenization or the performancs of the
award.

=N
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o. Significant devi
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crganizartion which mey urjustifiably increase the award Costs.

4, ERllocable costs.

z. L cost is allocable to a particular cost objective, such as z
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. 2 cost is allocable toc & Federal award if it is
treated consistently with other costs incurred for the same purpose in 1ike
circumstances and 1f it:

{1} Is incurred specifically for the award.

{2) Benefits both the award and other work and can be
distributed in reasonzble proporticn to the benefits received, or

{3) Is necessary to the overzll operation of the corganizaztion,
althocugh a direct relaticnship to any particular cost objective cannot pe shown.

L. Any cost allocable to a particular award or other cost objective
under these principles may not be shifted to other Federzl awards to overcome
funding deficiencies, or to avoid restrictions impesed by law or by the terms oI
the award.

5. Applicable credits.

2. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expanse items that
zre azilocaple to awards as direct or indirsct costs. Typical examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. Tc the extent that such credits accruing or received by the
organization relate to zllowable cost, they shall be credited toc the Federal
Government either as a cost reduction or cash refund, as appropriate.

b. 1In some instances, the amounts received from the Federal
Government to finance organizational activities or service operations should be
treated as applicable credits. Specifically, the conzept of netting such credit
items against related expenditures should be applied by the organization in
determining the rates or amounts to be chargsd to Federel awards for services
rendered whenever the facilities or other resources used in providing such
services heve been fipancad directly, in whole or in part, by Federal funds.

¢. For rules covering program income (i.e., gross income earned
from federzlly-supperted activities) see Sec. .24 of Office of Management znd
Budget (OMB} Cirgular B-110, "Uniform Administrative Reguirements for Grants and

Bgreements with Institutions of Higher Education, Hospitals, and Other Non-
frofit Organizations."”

! 5 AT T o/t .-,,Q.---.-....




o Ldvan~= understandings. Under any gi awarid, the rzasonablzsness and

rizy of sercain items of costs may he 2ifZicult o deilermineg This is

AY Ly TXye LN ZONNecilion witn orgarnizations that receive z preponderance
e supbort Irom Federal agencies In order to avoid subseguent
4a owanga2 or disoute based on unreasonableness or neonalilocapilizy, I is
witen dezirvable o seel a writisn agreement with the cognizant or awarding
agancy .r advance of +the incurrence 2f special or unusual costs. The absence of
an advance agrzement on any element of cost will not, in itself, affect the
rzasonableness or aliocablility of that eliement

Y. Zonditional exemptions.

a. OMB authorizes conditiofial sxemption from OMB administrative
reguirements and cost principles circulars fer certain Federal programs with
statutorily-authorized consclidated planning and consolidated administrative
Funding, that are identified by a Federal agency and approved by the head of
the BExecutive department or establishment. A Federal agency shall consult with
OMB during its consideration of whether to grant such an sxemption.

b. To promote efficiency in State and loceal program administra<tion,
when Federal non-entitlement programs with common purposes have specific
statutorily-authorized consolidated planning and consolidated administrative
ftunding and where most of the State agency's resources come from non-Federzl
sources, Federal agencles may exempt these covered State-administered, non-
entitlement grant programs from certain OMB grants management regquirements. The
exemptions would be from all but the allocability of costs provisions of OMB
Circulars A-87 {Attachment A, subsection C.3), "Cost Principles for Statie,

Local, and Indian Tribal Governments,'" B-21 (Section C, subpart 4), "Cost
Principles for Educational Institutions," and A-~122 {(Attachment A, subsection
A.4}), "Cost Principles for Non-Profit Organizations,™ and from all of the

administrative requirements provisions of OMB Circular A-11C, "Uniform
Bdministrative Reqguirements for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations," and the
agencies' grants management common rule.

C. When a Federal agency provides this flexibility, as a
prerequisite to a State's exercising this option, a State must adopt its own
written fiscal and administrative requirements for expending and accounting for
all funds, which are consistent with the provisions of OMB Circular B-87, and
extend such policies to all subrecipients. These fiscal and administratiwve
requirements must be sufficiently specific t¢ ensure that: funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and funds ars
not be usad for general expenses required to carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

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

ATTACHMENT
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zin zillowable as charges t¢ Feaerzl
zwards see, for enample, fundrezisaing costs in peragrapn 17 ol Rrtacnment b
Lowever, even Tnough these costs are unellowable for purposes of computing
chiarges to Feaeral awards, they nonetheless must be treaZed as direct costs for
purposes of determining indirect rcost rates and be &llocated their share of the
organization's indirect costs if they represent acrivities which (1} inciude zne
szlaries of personnel, (2) cccupy space, and (2] benefit from the organization's
indirect <COsS1E

4. Thne caosts of activities performed primarily &s a service tc members,

clients, or the general public when significant and necessary to the
organization’'s mission must be treated as direct costs whether or not allowable
and be allocated an equitable share of indirect costs. 5Some examples of these
types of activities include:

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

L. FProviding services and information to members, legislative or
administrative bodies, or the public.

c. Promotion, lcbbying, and other forms of public relations.

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

e. Maintenance rotection, and investment of specizl funds not
¢ P p

used in operation of the organization.

f. 2Rdministration of group benefits on behalf of members or
clients, including life and hospital insurance,; annuity or retirement plans,
financizl aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred Zor common or joint
objectives and cannot be readily identified with a particular final cost
objective. Direct cost of minor amounts may be treated as indirect costs under

the conditions described in subparagraph B.2. ZAfter direct costs have been
determined and essigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
objectives. 2B cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpose, in like circumstances, has been
assigned to an award as a direct cost.

2. Because of the diverse characteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in ell situstions. However, typical examples
of indirect cost for many non-profit crganizations mey include depreciation or

9 I ATTACHMENT .}l
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CALTInG and generdal daminis , such as
e salaries and expensa2s of executive ofiilosrs, personn ton, and
gnoounting.
7. Indirect zosts shall be classifiled wicnin twe hroad catsgories:
¢.aitees™ and "Rdmirastration.'"  "Fazilities" is defined as depraciation and
arlowances on buildings, aquipment and capital improvemant, inZterest on dant
jated with certain buildings, equipment and capital improvements, and

sperations and maintenance zxpenses.  "Administration" is defined as gensral
administration and general expenses such as tne director's office, accounting,
personnel, library expensses and all other types of. oypnnd1+ures not listed
specifically under one of the subcatzgories of "Facilities" {including cross
allocations from other pools, where applicable). Sze indirect cost rate
reporting reguirements in subparagraphs D.Z.e and D.Z2.q.

. Bllocation Qf Indirect Costs and Determination of lndlr ct Cost Rates

1. General.

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

b. Where an organization has several major functions which benefit
rom ifts indirect costs in varying degrees, allocation of indirect costs may
reguire the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which best
measures the relative degree of benefit. The indirect costs allocated to each
function are then distributed to individual awards and other activities 1nc+ud°d
in that function by means of an indirect cost rate(s).

<. The determination of what constitutes an organization's major
functions will depend on its purpose in being:; the types of services it renders
to the public, its clients, and its membars; and the amount of effort it devotes

to such activities as fundraising, public information and membership activities.

d. Specific methods for allocating indirect costs and computing
indirect cost rates along with the conditions under which sach method should be
used are described in subparagraphs 2 through 5.

e. The base period for the alleocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be so selected as to avoid
ineguities in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by (i) separating the organization's total costs for
the base period as either direct or indirect, and (ii} dividing the total
allowable indirect costs (net of applicable credits) by an eguitable

L.
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Iepresent iV must be lncluded =n Ti irect o mmcer the conditions
described it subparagraph B.3.

~. The distribution hase may be totzl direct coste fexcluding
capital expenditures and other distorting items, such as major subcontracts or
subgrants), direct szlaries and wages, oI other bise which -esults in an
eguitalble distribution. The distribution base shall generally exclude

participant support costs as defined in paragraph 3% of Attachment E.

d. Except where 2 special rate{s) is regquired in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
applicablie to all awards at the organization. If a special ratels) is required,
appropriate modifications shall be made in order to develop the special ratels).

2. For an organization that rec¢eives more than 510 million in
Federzl funding of direct costs in & fiscal year, a breakouvt of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is required. The rate in each czse shall be stated
&s the percentage which the amount of the particular indirect cost category
(i.e., Pacilities or Administration) is of the distribution base identified with
that category.

3. Multiple allocaticn base method

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

b. Identification of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the basis of
benefits provided te the major functions. Each grouping shall constitute a pcol
of expenses that are of like character in terms of functions they benefit and i
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad categories:
"Facilities" and "Administration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows: '

{1) Depreciation and use azllowances. The expenses under this
heading zre the portion of the costs of the organization's:-buildings, capital
improvements to land and buildings, and egquipment which are computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
glliowances") .
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SIS squipment and 'dp‘.ai ,mp:oJemen:: are computed in aooor
varaaraph 2 of Rttachment B ("Interest”)
{(3: ODperstion and maintshance erxpensis.  The expenses under

- 5= that have been incurred for the administration,

BDE ~a, preservation, and protection of the organization's

phys ¥ inciude expenses normaily incurred for such items as:

JEMER ity serwices; repairs and ordinary or normal alterations of

hu;ldihgs, furniture and equipment; cares of grounds; maintenance and operation
sarthquake and disaster

of bulldings and other plant facilities; security;
preparednass; environmentzl safety; hazardous wastée disposal; proparty,
liability and outher insurance relating to property; space and capital lezsing;
facility planning and management; and, central receiving. The operation and
maintenance expenses cetegory shall also include its allocable share of Iringe
hepefit zosts, depreciation and use allowances, and interest cOsts.

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

In developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staff, project supplies, project publication, telephone toll charges,
computer costs, travel costs, and specialized services costs shall be treated as
direct costs wherever identifiable to a particular program. The salarigs and
wages of administrative and pooled clerical staff should normally bhe treated as
indirect costs. Direct charging of thase costs may be appropriate where a major
project or activity explicitly reguires 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 telephons
costs, pericdicals and memberships should normally be treated as indirect costs.

c. Allocation bases. Actual conditions shall be taken into account
in selecting the base to be used in allocating the expensez in each grouping to
benefitting functions. The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs to cost
oshjectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described berein
unless it can be demonstrated that the use of a different base would reswlt in a
more equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The results of

CI - = s e ik . = h
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ta; Depre
i tne conduct of a s and
eguipment used in such pulidings,

(b} Depreciation or use allowances ob buildings used fox
mere than one functicon, and on capitsl improvements and equipment used in such
buildings, shall be allozated to the individuz) functions performed in esach
building on the baels of usakle square feet of space, excluding common arezag,
such &5 hallweays, steirwells, and restrooms.

fc) Depreciation or use allowancesg on buildings, capital
improvemsnts and eguipment related space (e.g., individual rooms, and
laboratories) used jointly by more than cone function {(as determined by the users

¢f the space) shzll be treated azs follows.

The cost of each jointly used unit

cf space shall be allocated to the benefitting functions on the basis of:

(1)
eguivalent

benefitting from the use of that space; or

{1i) organization-wide employee FTEs or salara

the employees and other users on
(FTE) basis or salaries and wages of those individual functions

o

frll-time

and wages applicable tc the benmefitting functions of the organization.

(d} Depreciation or
improvements to land, such as paved parking
like, mnot included in the cost of buildings,
categories on a FTE basis
the salaries and wages of

{2} Interest.

and distributed to major
all employees applicable

Interest costs
manner s the depreciation or use allowances on the buildings,

use allowances on certain capitzal
areas, fences, sidewzlks, and the

shall be allocated to user
functions in propertion to
tc the functions.

allocated in the same
eguipment and

shall be

apital equipments to which the interest relates.

(2) Operation and maintenance exXpenses.
the same manner as the depreciation

maintenance expenses shall be allocated in
and use allowances.

{4)
total direct costs

based on modified (MTDC}

The expenses included in this category could

functions of the organization to which they

General administraticn
administration and generzl expenses shall be

Operation and

and generzl expenses. General
allocated to benefitting functions
zs described in subparagraph D.3.f.
be grouped. first according to major
render services or provide benefits:

The aggregate expenses of each group shall then be allocated to benefitting

functions based on MTDC.

d. Order of distribution.
{1} Indirect cos
use zllowances, interest, cperation

t categories consisting of depreciation and
and maintenance,

and genergl administration

} ATTACHMENT 3
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yopriate by Tne Oraanizat.on,
MRS TV - (2, this
'Z, mormaily, an indirect cost category will be considerad
~iosed onnce it has be=n allocated to other cost objectives, and costs shall not
ne uh"ﬂcvﬂn*'y allocaved o it. However, a cross ailocation of costs between
“wn ar move indirest oosts catzgories could be used 1f such allocation wiil
regult in a more equitable allocation of costs. If a cross allocation is used,
an appropriate modification to the composition of the indirect Cost categories
3n o reguired.
2. Bpplication of indirect cost rate or rates. Except where o

special indireczt cest rate{s) is reqguired in accordance with subparagraph D.
the separate groupings of indirect costs allocated to zach major function shail
pe aggragated and treated as a common pool for that function. The cosks in the
common pool shall then be distributed to individual awards 1ncluded in that
function by use of a single indirect cost rate.

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
benefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first 525,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant or subcontract}. Eguipment, capital
expenditures, charges for patient care, rental costs and the pertion in excess
of 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MIDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to aveid
a serious inequity in the distripution of indirect costs.

g. Individual Rate Components. An indirect ccst rate shall be
determined for each separate indirect cost pool developed. The rate in each
case shall be stated as the percentage which the amecunt of the particular
indirect cost pool is of the distribution base identified with that pool. Each
indirect cost rate negotiation or determination agreement shall include
development of the rate for each indirect cost pocol as well as the overall
indirect cost rate. The indirect cost pools shall bhe classified within two
broad categories: "Facilities™ and "Administration," as described in
subparagraph C.3

4, Direct allocation method.

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

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

b
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5 L 205t ratss. In some instances, a gingle indirect

:
ies of an organization or for each mejor function of
the organization may not be appropriate, since it would not tzke into account
thouse different factors which may substantiszlly affect the indirect costs
applicable to & par ular segment of work. For this purpose, a particular
segment of work may hat performed under a single award or it may consist of
work under a group of awards perfcrmed in & common environment. These factors
may include the physical location of the work, the level of administrative
suppert required, the nature of the facilities or other rescurces emploved, the
scientific disciplines or technical skills inveolved, the organizaticnzl
arrangements used, or any combination thereof. When a particular segment of
work is performed in an environment which appears to generate a significantly
different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and the
sSeparate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. DMegotiation and Approval of Indirsct Cost Rates

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

a. Cognirzant agency means the Federal agency responsible for
negotiating and approving indirect cest rates for a non-profit organization on
behalf of 21l Federal agencies. -

b. Predetermined rate means an indirect cest rate, applicable to a
specified current or future period, usually the corganizaticn's fiscal year. The
rate is based on ap estimate of the costs to be incurred during the period. &
predetermined rate is not subject to adjustment. ' : '

C. Fired rate means an indirect cost rate which has the same
chezracteristics as 3 predetermined rate; except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of & subsegquent period.

d. Finzl rate means an indirect cost rate applicable to a specified
past period which is based on the actual costs of the period. & finzl rate is
not subject to adjustment.
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7 & final rawe for the period

£, indirecc zost proposal means the documentazion praparxed ny oan

~leim for the reimbursement of indirect costs.
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g. fTost obj means & function, srganlzational subdivision,
contract, grant, Or oih anit for wihich cost data are desired and for
who oh provision is made to accumulate and measure tne cost of processes,
projects, jobs and capiltali projects.

Z. Negotiation and approval of rates.

a. Unless different arrangements are agreed to by the aggzncies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such 2s
fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not he
changed unless there is a major long-term shift in the dollar volume of the

Federal awards to the organization. B1ll concerned Federal agencies shall be
given the opportunity to participate in the negotiation process hut, after a
rate has been agreed upon, it will be accepted by all Federal agenciss. When a

Federal agency has rezasop to believe that special operating factors affecting
its awards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates are negotiated, notiify
the cognizant agency.

b. A non-profit ocrganization which has not previously established
an indirect cost rate with a Federal agency shall submit its initial indirect
cost propeosal immediately after thez organization is advised that an award will
be made and, in no event, later than three months after the eifective date of
the award.

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

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

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

f. Provisional and final rates shall be negotiated where neither
predetsrmined nor fixed rates are appropriate,

—
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‘Advisory counclls

Alcoholic beverages

Budit cests and related services
Bad debts

Bonding costs
Communizatinn costs
Compensation Zor pe
Zontingency provisi
Defense and prosecution of zriminal and civil nroceedings,
and patent i1niringement

Depreciation and use allowancezs

Donations and contributions

Employee morale, health, and weliare costs

Entertainment costs

Fquipment and other capital sxypendizures

Fines and pernalties

Fund raising and investment manadement <O5LS
Gains and losses on depreciable assets
Goods or services for personal use

u
Housing and persoral living 2xpenssas
Idle facilities and idle capacity
Insurance and indemnification
Interest

Labor relations costs

Lobbying

Losses on other sponsored agresments Or contracts
Maintenance and repalir costs

Materials and supplies costs

Meetings and conferences

Memberships, subscriptions, and professional activicty costs
Organization costs

Page charges in professionzl journals

Participant support costs

Patent costs

Dlant and homeland security ccsts

Pre-agreement costs

Professional services costs

Publication and printing costs

Rearrangement and altaration costs

Reconversion costs

Recruiting costs

Relocation costs

Rental costs of buildings and eguipment

Royalties and cther costs for use of patents and copyrights
Selling and marketing

Specialized service facillties

Taxes

Termination costs applicable to sponscred agreements
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AT AU Through 5 provide principles To be applied

DWADLLLTy OFf certain items oI cost. These principles

aarl rect oy indirect. Failure to mention a parti
nar o oints e imply that :t is unallowahle; rather, de Rl

i viabl im eacn zase should be bazsed on the Treaiment DL E
providerd somilar or related items of Cost
i Advertising and pubrlic relations costs.
a. The term advertising costs means the costs of agvertising media and

zorollary adminlistrative ¢osts. Advertising media incivde magazines,
newspapers, radio and television, direct mail, exhibits, s2lzctronic or computer

’+
transmittals, and the like.

I>. The term public relations includes community relations and mezans those
activities dedicated to maintaining the image of the non-proiif organization or
maintaining or promoting understanding and favorable relations with the

community or public at large or any segment of The public.

c. The only zliowaple advertising costs are those which are soleiy

Q
H

{1} The recruitment of personnel reguired ior th
non~profit organization of obligations arising under a Feder
ttachment B, paragraph 41, Recruiting costs, and paragraph

costs); :

{2} The procurement ¢i gocds and aservices for the performance of a
Federal award:

{3) The disposal of scrap or surplus materials acquired in the
performance of a Federal award except when non-profit organizatio
reimbursed Ior disposal costs at 2 predetermined amount; or

{4} Other specific purposss necessary to meet the reguirsments of
the Federal award.

d. The only allowable public relations costs are:
{1) Costs specifically required by the Federal award;

(2) Costs of communicating with ths public and press pertaining %o
specific activities or accomplishments which result from performance of Federal
awards (these costs are considsred necessary as part of the outreach effort for
the Federal award}; or

{3) Costs of conducting general liazison with news media and
government public relations officers, to the extent that such activities are
imited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,

financial matters, =tc.

e,
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ising and public reliztions coste other thern as
¢, d, and g;

i , conventlions, convecatlons, or ohler events
f the non-proIiit orgenization, including:

{&) Costs of displays, demonstrations, and exhibits;

of meeting room=, hospitality suites, and octher
speciel facilities used . in conjunction with shows and other specizl events; and

{ci SBalaries and wages of employees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

{3) Costs of promctional items and memorabilia, including models,
gifts, and souvenir

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

2. Advisory Councils

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

3. Elcoholic beverages. Costs of alccholic beverages are unallowablie.
4. BAudit costs and related services

& The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular 2-123, “"hudits of States, Local
Governments, and Non-Profit Organizations” are allowable. Rlso see 31 USC
7505(b) and section 230 (YRudit Costs”) of Circular B-133.

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

c. The cost of agreed-upon procedures engagements to monitor subrecipients who
are exempted from A-132 under section 200(d] are zllowable, subject to the
conditions listed in A-133, section 230 (b)(Z2).
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4.  Bonding vs arise when the Federal Government reguires assurancs
nsc fipancial loss Zo itself or others by reason of The act or delault of
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nrganszation requires similar assurance. Included are such bonds as bid,
payformance, payment, advance psyment, infringemeni, and fidelity bonds,

b. 7~osts of bonding reguired pursuant to the terms of the award avez
allowable.

¢, Costs of bonding required by the non-profit organization in the
general conduct of its operations are allowable to the extent that such bonding
is in accordance with sound business practice and the rates and premiums are
reasonable under the circumstances.

7., Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, <lecironic or computer
rransmittal services and the like are allowable.

8. Compensation for perxsonal services,

a. Definition, <Compensation for personal services includes all
compensation paid currently or accrued by the organization for services of
employees renderad during the period of the award (except -as otherwise provided
in subparagraph h). It includes, but is not limited to, salaries, wages,
director's and executive committee member's fess, incentive awards, fringe
henefits, pension plan costs, allowances for off-site pay, incentive pay,
location allowances, hardship pzay, and cost of living differentials.

b. Allowability. BExcept as otherwise specifically vrovided in this
paragraph, the costs of such compensation are allowable to the extent that:

{1) Total compensation to individual employees is reasonable for the
services renderaed and conforms to the established policy of the corganization
consistently applied to both Faderal and non-Federal activities; and

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

[« Reasonableness,

(1) When the organizaticon is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for employees
on federally-sponscred work will be considered reasonable to the extent that it
is consistent with that paid for similar work in the organization's other
activities.

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

R 22 -
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empiovess

@ Special COnSiderstions LI, deTermining allow v Certexm
CORAITIONES regulre special consiasration and pessinle limitations Lo dertermining
CCETLEs unaer Federal awards Woere amounts or iypes of compensation appear
unreasonable Amongy such condiiiuns are The Folilowing

{1} LCompensation to members of NOn-profit organizations, Trustees,
Qirectors, zssouclates, officers, or <he immed-ate families therecf
Determination should be mads that such compensation 1s reascnable for the actuel
personal services rendered rather than a distribution of €arnings in erxcess of
coasts.,

{Z2) Any change in an organization's compensation pelicy resulting irn
& substantial increase in the organization's level of compensation, particularly
when 1t was concurrent with an increase in the ratio of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

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

f Overtime, extra-pay shift, and multi-shift premiume. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only with tha
prior approval of the awarding agency except:

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

{2) When employees are performing indirect functions, such as
admin:straetion, maintenance, or accounting.

{3} In the performance of tests, laboratory procadures, or other
simlar operations which are comtinuocus in nature and cannot reasonably be
interrupted or otherwise completed.

{4) When lower overall cost tc the Federzl Government wiltl result.
g. Fringe benefits,

{1) Fringe benefits in the form of regular compensation paid to
employces during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are allowable, provided such
costs are absorbed by all organization activities in proportion to the relative
amount of time or effort actuzally devoted to each! '

{2) Fringe benefits in the form of employer contributions or
expenses for soclial security, employee insurance, workmen's compensaticn
insurance, pension- plan costs (see subparagraph b), and the like, are allowable,
provided such benefits are granted in accordance with established written
Grganization pelicies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awards and other activities in
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{ni Where an organization follows a consistent policy of
axpoansing actual payments Lo, or an beghalf of, employees or former empioyszes f[or
unemployment compensation or workars' compensation, such payments are ailowable
in the year of payment with the prior approval of the awarding agsncy, provided
they are allocated to all activities of the organizatign,

(4] Costs of insurance on the lives of trustees, officers, or other
employees holding positions of similar responsibility are allowable only to the
extant that the insurance represents additional compensation. The costs of such
insurance when the organization is named as beneficiary are unallowable.

h. Organization-furnished automobiles. That portion of the cost of
organization-furnishad automobiles that relates to personal use by employees
(including transportation to and from work} is unallowable as fringe benefit or
indirect costs regardless of whether the cost is reporied as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the periormance of the sponsored award and approved by
awarting agencies.

i. Pension plan costs.

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

ta) Such policies meget the test of reasonableness;
{b) The methods of cost allocation are not discriminatory;

{c) The cost assigned to each fiscal year is determined in
accordance with generally accepted accounting principles (GARFP), as prescribed
in Accounting Principles Becard Opinion No. 8 issued by the American Institute of
Certified Public Accountants; and

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

{2) Pension plan termination insurance premiums paid pursuant to the

Employee Retirement Income Security Act (ERISR) of 1974 (Pub. L. 93-406) are
allowable. Late payment charges on such premiums are unallowable.

oo,
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: Incentive ZOMUENSETLION INCEnTIve ZONDEensSation ¢ emoliovees hesed or
TLET reauction, or zifzcient pericrmance, suggestion awaras, safe:; awenus,
ets., &re ellowanle 1o the sxtept that the overall COMPELEETIOn it determined To
e rezsconable and such cosSts are Lpaid or sccrued pUXSLENT TC an agreement
sntered inte in good faith betweern the crganization and the employees hefore the
Services were Tendered, OF pursuant Lo an established plen Icllowed py the
Organization so consistently as to imply, in effect, an agresment o make such

k. Severance pay.
{1} Severance pay, zlso commonly referred to as d sal wages, is
& pavyment in addition to regular salaries and wages, Dy Organizations TC workers
whese empioyment is being terminated. Costs of severance pay ars zllowable only
to the extent that in each case, it 1s required by

ra) law,

{b) empleyer-employee agreement,

{c) established policy that constitutes, in effect, an implied
agreement on the crganization's part, or

{d} circumstances of the pariicular employmsnt.

{2} Costs of severance payments are divided into two categories as
foliows:

{a) Actual normal turnover severance payments shzll be
allocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge tc current
operations is reasonable in light of payments actually made for normal
sSeverances over a representative past period, and if amounts charged are
allocated to 21l activities of the organization.

{b) Abnormzl or mass severance pay is of such a conjectural
nature that measurement of costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, To the extent of
its fair share, in any specific payment. Thus, allowability will ke considered
on a case-by-case basis inm the event or cccurrence.

(c) Costs incurred in certain severance pay packages [commonly
known zs5 "a golden parachute" payment) which are in ap amount in excess of the
normal severznce pay paid by the organization to an employee upen termination of
employment and are paid to the employee contingent upon a change in management
contrel over, or ownership of, the organization's assets are unallowable.

{d} Severance payments to foreign nationzls emploved by the
organization cutside the United States, toe the extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
are unallowable, unless they are necessary for the performance of Federal
programs and approved by awarding agencies.

(e} Severance payments to foreign nationals employed by the
crganization outside the United States due to the termination of the foreign
national zs a result of the closing of, or curtailment of activities by, the
organization in that country, are unallowable, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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Trainihg oosns.  See paragraph 49

m. Support of salaries and vages.

[:' Charges o awards for salarizs and wages, whather trzated
Alrent ﬂozza or indirect costs, w.ll be based on documented payrolls appr
a responsible ofificial{s) of 1'hﬂ organization. The distribution 5f sala:x
wages S0 awards must be supported by personnel activity reports, as prescribed
i subparagraph (2}, except when a substitute system has Deen approvad in
writing by the cognizant agency. !See svbparagraph E.Z of Attachment 2.)

‘z: Reports reflecting tne distribution of activity of each ampluves
mist be maintained fo, all staff members (professionals and nonprofsessionals:
whose compensation is charged, ir whole or in part, directly to awards. In

addition, 1in order to support the allocation of indirect costs, such reports
must also he maintained for other employess whose work involves two Or more
functions or activities 1f a distribution of thelr compensation between such
functions or ectivities 1s peeded in the determination ¢of the organization's
indirect cost rate(s) (2.g., an employee engaged part-time in indirect cost
activities and part~time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
standards:

(2} The reports must reflect an afier-the-fact determination
of the actual activity of each =mployse. Budget estimates {(i.e., estimates
determined before the services are performed) do not qualify as support for
charges to awards.

(b} Each report must account for the total activity for which
employees are compensated and which is required in fulfillment of their
opligations to the organization.

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

(d) The reports must be prepared at least monthly and must
coincide with one or more pay periods.

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

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

9. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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0. Defense and prosecution of criminsl and civil proceecines, clalms, appezls
and wetent LTIringesmsr
& DefiniTlions

11) Conviction, &s used herein, means a 3
criminzl offense by any court of competent jurisdic
a vergict or a ples, including a conviction due to

uagment ©r & conviction of
tion, whether entered upcn
a plea of nolo contendere.
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(2) Costs include, butr are not limited to, administrztive and
clerical expenses; the cost of legel services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organization to assist it; costs of employees, officezs
and trustees, and any similar costs incurred pefore, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings.

{3) Fraud, as used herein, means [i} acts ¢f Ifraud corruption or
attempts to defraud the Federal Government or te corrupt zts agents, {i1l) acts
that constitute a cause for debarment or suspensicn (as specified in agency
regulations), and (iii} acts which wviglate the False Claims Act, 31 v.s.C.,
sections 3729-27321, or the Anti-Kickback Act, 41 U.5.C., sections 51 and 34.

{4} Penalty does not include restitution, reimbursement, o©r
compensateory damages.

{5) Proceeding includeg an investigation.

b, (1) Except as otherwise described herein, costs i1ncurred 1o
connection with any criminal, civil or administrative proceeding (including
filing of a false certificationj commenced by the Federzl Government, or &
State, local or forsign government, are mnot allowable if the proceeding: {1}
relates to a violatien of, or failure to comply with, a Federal, State, locel or
foreign statute or regulation by the crganization (including its agents a and
employees), and {2) results in any of the following dispositions:

{z) In a criminal proceeding, a conviction.
(b} In a civil or administrative proceeding involving an
allegation cof fraud or similar mlsconduct a determinaticn of organlizational

liability.

(¢} In the case of any civil or administrative procesding, the
imposition of a monetary penalty

‘d) & final decision by an appropriate Federal official to
debar or suspend the organization, to rescind or void an award, or to terminste
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jey A dispesition by Lonsant oL 2ompromise, oI The aCtion
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g
(2. If more <han one procazading involves the same allzged
mizonnduct, *the costs of all such procesdings shall be unallowable if any one of
chem results in ope of the dispositions shown in subparagrapb b f1).
. f z precesding referred to in subparagraph b is commenced by the
Federal Go nment and is resolvwed by consent o compromise pursuant 1o an

sver
aq*umment entered into Dy the organization and the Federal Government, then The
costs incurred by ithe srganization in connection with such proceedings that are
otherwise not allowable under subparagraph b may be allowed to the extent
specilically provided in such agresment.

d. If a proceeding referred to in subparagraph b is commenced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceedings, if such authorized oZficial
determines that the costs were incurred as a result of (1) a specific term or
condition of a federally-sponsored award, or (2) specific written direction of
an authorized official of the sponsoring agency.

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

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

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

{3) The costs are not otherwise recovered from the raderal
Government or a third party, either directly as a result of the proceeding or
otherwlise; ang,

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

f. Costs incurred by the organization in connection with the defense of
suits brought by its employees or ex-employees under section 2 of the Major
Fraud Act of 1988 {(Pub. L. 100-~700}, including the cost of all relief necessary
to make such employeze whole, where the crganization was found liable or setiled,
are unallowable.

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

—
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y be unallowabie under this parzgraph, including
8, shell be segregsted and accounted Zor by the
o During the perndency of any proceeding covered by
suoparagraphs thie Federal Government shall generally withnoid paymern
cf such costs However, if in the best ipterests of the Federal Government, =—he
Federal Government mey provide for conditional payment upon provision of
e

e
curity, or other adeguate assurance, and agreement& by the
organizatlion to repay ell unzllowable costs, plus interest, if the costs are
subsequently determined toc be unallowakle.

il. Depreciation and use allowances.

a. Compensation for the use of buildings, cther capital improvements, and
equipment on hand may be made through use allowance or depreciaticn. However,
except as provided in Attachment B, paragraph £, a combination of the two
methods may not be used in connecticn with a single class of fixed assets (e.g.,
buildings, office eguipment, computer eguipment, etc.).

b. The computation of use allowances or depreciatien shzll be based on the
acguisition cost of the assets involved. The acguisition ceost of am asset
donated to the non-profit organization by a third party shall be its fair market
valve at the time of the donation.

c. The computation of use allowances or depreciation will exclude:
{1} The cost of land;

{(2) Any portion of the cost of buildings and eguipment borne by or
donated by the Federal Gevernment irrespective of where title was originally
vested or where it presently resides; and

{3} Eny pdrtion of the cost cof buildings and eguipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
reguirement.

d. Where depreciation method is followed, the pericd of useful service
(useful life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, Technological developments in the particular program srez, and the renewal
and replacement pclicies followed for the Individusl items or classes of assets
invelved. The method of depreciation used to assign the cost of an asset (or
group of assets} tc accounting periods shzll reflect the pattern of consumption
of the asset during its useful life. '
In the absence of clear evidence indicating that the expected comsumption of the
asset will be significantly greater or lesser in the early portions of its
useful life than in the later portions, the straight-line method shall be
presumed to be the appropriate method.

Depreciztion methods once used shall not be changed unless approved in advance
by the cognizent Federzl agency. When the depreciation method is introduced for

e
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f. When the depreciation method is used for a partizular class of azsetls,
no depreciation may be allowed on any such assets that, under subparagraph d,
would be viewed as fully depreciated. Howaver, a reasonable use allowance may
bhe negotiated for such assets if warranted after taking into comsideration the
amount of depreciation previously charged to the Federzl Government, the
estimated useful life remaining at time of negotiation, the effect of any
incrzased maintenanca charges or decreased efficiency due to age, and any other
factors pertinent to the utilization of the asset for the purpose contemplated.

g. Where the use allowance method is5 followed, the use allowance for
buildings and improvement (including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exczeding
two percent of acquisition cost.

The use allowance for equipment will be computed at an annual rate not ezceeding
six and two-thirds percent of acquisition cost. When the use allowance method is
used for buildings, the entire building must be treated as a single asset; the
building's components (e.g., plumbing system, heating and air conditioning,
etc.} cannot be segregated from the building's shell.

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

mersly attached or fastened to the building but not pesrmanently fixed to it and
which is used as furnishings .or decorations or for specialized purposes (e.g.,

dentist chairs and dental treatment units, counters, laboratory benches bolted

to the Iloor, dishwashers, modular furniture, carpeting, etc.}. Such equipment

will be considered as not being permanently fixed to the building if it can be

removed without the need for costly or extensive alterations or repairs to the

building or the equipment. Eguipment that meets these criteria will be subject

to the 6 Z/3 percent eguipment use allowance limitation.

h. Charges for use allowances or depreciation must be supported by
adequate property records and physical inventories must be tzaken at least once
every two years (a statistical sampling basis 1s acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions.

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

b. Donated services received:
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accerdingly, shall pe allocated & proportionate share of appl:cable indirect
coste when the following erist:

la) The aggregate value of the services 1s mazerial;

(b} The services are supported by a significant amount of the
indirect costs incurred by the non-profit organizaticn; and

) The direct cost activity ig not pursued primarily for
&l Government.
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benefit of the Feder

(3} In those instances where there 1= no basis for determining the
fzir market value of the services rendered, the recipilent and the cognizant
agency shzll negotiate an appropriate allocatlon of indirect cost to the
58IVices.

{4) Where donated services directly benefit a project supported by
an avard, the indirect costs allocated to the services will be considered as z
part of the teotal costs of the project. Such indirect ceosts may be reimbursed
under the award or used to meet cost sharing or matching regquirements.

{5) The wvalue of the donated services may be used tTo meet cost
sharing or matching reguirements under cenditions described in Sec. .23 of
Circular 2-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations s0 that reimbursement will
not he made.

c. Donated goods or space.

(1) Donated goods; i.e., expendable personal property/supplies, and
donated use of space may be furnished to a nen-profit organization. The value of
*he goods and space is not reimbursable either as a direct or indirect cost.

{2} The vaiue of the donaticns may be used to meet cost sharing or
matching share requirements under the conditions described in Circular A-110.
Where donztions are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

12, Emplovee morale, health, and weliazre costs.
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i1, FEntertainment custs. (0sts of entertainment, Inciuding amusement,
dluersion, and social astiv.ities and any costs directly assoCiated with such
nosts {3uch as tickets to shows or r-x events, meals, lodging, rentels,
“ransportation, and gratuitles) are unallowable

1%, Equipment and other capital expenditures.
a. For purposes of this subparagraph, the following definitions apply:

) "Capital Ezpenditurss” means expenditures for the acquisizion
cost of capital assets (eguipment, buildings, land), or expenditures io make
improvements to capital assets that materially increase their value or useful
life. Acguisition cost means the cost of the asset including the cost to put i=x
in place. Acguisition cost for equipment, for example, means the net invoice
price of the aquipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. B2ncillary charges, such as taxes, duty, protective in
transit insurance, freight, and installation may be included in, or exclud=d
from the acguisition cost in accordance with the non-profit organization's
regular accounting practices.

[

(z) "Eguipment” means an article of nonexpendable, tangible psrsonal
property having a useful life of more than one year and an acquisition cost
which =zguals or sxceeds the lesser of the capitalization level established by
the non-prefit organization for financial statement purposes, or $5000,

[3) "Special purpose eguipment" means equipment which is usad only
for ressarch, medical, scientific, or other technical activities. Examples of
special purpose equipment include m1c¢oscop-=s, %-ray machines, surgical
instruments, and spectrometers.

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

b. The following rules of allowability shall apply to equipment and other
capital sxpenditures:
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Py Tapitel expenciivres for improvements to land, puildinges, or
equlpment wnich materially increase Tneirr velue or useful life are unallowablie
£ & direct <OST excepl with The prior approval of the awarding aogency.

f4) When approved as & direct charge pursuant tc paragraph 15.&. {1},

(), and [2; above, capital expenditures will pe charged in the period in which
the expenditure is incurred, or as otherwise determined appropriate by and
negotiated with the awarding agency.

{5) Equipment and other capital expenditures are unallowakle as
indirect costs. However, see Attachment B, paragraph 11., Depreciation and use
gllowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and equipment. Elsc, see Lttachment E,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowability cif rental costs for land, buildings, zand equipment.

(6} The wvnamortized portion of any eguipment written off as a result
f a change in capitelization levels may be recovered by continuing to claim the
other hlse a2llowakble use zllowances or depreciation on the equipment, or by
amortizing the amount to be written off over a period cof yezrs nmegotiated with

the cognizant agency.

16. Fines and pemalties. Costs of fines and penalties resulting from
violations cf, or failure of the organizetion to comply with Federal, State, and
local laws and regulations are unallowable except when incurred as a result of
compliance with specific provisions of an award cor instructicns in writing from
the awarding agency.

17. TFund raising and investment managemeni COSts.

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

b. Costs of investment counsel and staff and similar expenses incurred
solely 10 enhance income from investments zre unallowable. i

c. Fund raising and investment activities shall be.allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of ARttachment A.

18. Gains and lcsses on depreciable assets.

a. (1) Gains and losses opn szle, retirement, or other disposition of
depreciakble property sbzll be included in the yezr in which they cccur as.
credits or charges to cost grouping{s) in which the depreciation applicable

+

=0
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insurance, except as oiherwise provided in

{d} Compensatidn for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

(e} Gains and losses arising from mass or sxtraordinary sales,
retirements, ¢or other dispositions shall be considered on a case-by-case basis.

b. Gains or losses of any nature arising from the sale or exchange oi
property other than the property coverad in subparagraph a shall be excluded in
computing award costs. :

19, Goods or services for personal use. <Costs of goods or services for

personal use of the organization's smployeess are unallowable regardless of
whether the cost is reported as taxable income to the employees.

20, Housing and personal living expsnses.

a. Costs of housing (e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allcwances and personal living expenses for/of
the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costs to sponscred award when necessary for
the performance of the sponsored award and approved by awarding agencies.

b. The term "officers" includes current and past officers and employees.

21. 1Idle facilities and idle capacity.

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

(1} “Facilities™ means land and buildings or any portion thereof,
equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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L. The costs of idle facilities are unallowable except to the extent tha
(1} They are necessary to meet fluctuations in worklecad; or

{2) Rlthough not necessary to meet fluctuations in workload, they
were necessary when acguired and are now idle because of changes in program
reguirements, efforts to achieve more economical operations, recrganization,
termination, or cther causes which could not have been reasonably foreseen,
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not o exceed one year
depending on the initiative taken to use, lease, or dispose of such facilities.

¢. The costs of idle capacity are normal costs of deing business and are a
factor inm the normal fluctuations of usage or indirect cdst rates from period to
period. Such costs are allowable, provided that the capacity is reasonably
anticipated to be nescessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accordance with sound business, economic, or security practices.
Widespread idle capacity throughout an entire facility cr among a group of

ssets having substantially the same functicn may be considered idle facilities.

22. Insurance angd indemnification.

@. Insurance includes insurance which the organization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the crganization meintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees {(see subparagraphs 8.9 and 8.3i{2)).

{1) Costs of insurance reguired or approved, and mainteined,
pursuant to the award are allowable.

{2) Costs of other insurance maiptained by the organization in
comnection with the general conduct of 1ts operations are allowable subject to
the following limitations:

{a} Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reascnable under the
circumstances.
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()i Drovisions for a reserve under a self-insurance program
Toy

{2y Zosts of insurance on the lives of trusiees, officers, or
other employees nolding positions of similar responsibilities are sellowable only
£0 the axtent that the insurance represents additional compensation (sge
subparagraph 8.g{4Y). The cost of such insurance when the organizarion is
identified as the beneficiary is unallowable.

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

(g) Medical liability {malpractice) insurance. Medical
liability insurance is an allowable cost ¢f Federal research programs only to
the extent that the Federal research programs involve human subjects or training
of participants in research techniques. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned to individual projects based
on the manner in which the insurer allocates the risk to the population covered
by the insurance.

{2) Actual losses which could have besn covered by permissible
insurance (through the purchase of insurance or a szlf-insurance program) are
unallowable unless expressly provided for in the award, except:

(2} Costs incurrsd because of losses not covered under nominal
deductible insurance coverage provided in keeping with sound business practice
are allowable,

(b} Minor losses not covered by insurance, such as spoilage,
bresakage, and disappearance of supplies, which occur in the ordinary course of
operations, are allowable.

b, Indemnification includes s=zcuring the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federazl Government is obligated to indemnify the organization
only to the extent expressly provided in the award.

23. Interest.

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit organization’s own funds, however
reprasented, are unallowable. However, interest on debt incurred after

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

b
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& for faciiity

E starem=nt of purpose and Justificaticon
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t

(b} B statement as to why current facilitlies are not adequate
{c) B statement of planned future use of the Facility

{d) A description of the financing agreement to be arranged
for the facility

(e} A summary of the building contract with estimated cost
rmation and statement of source and use of funds

=]
=]
Hh
Q

(f} A schedule of planned cccupancy dates

{2} For facilities costing cover 5$500,000, the non- PIOFlL
vrganization prepares, prior to the acguisition or replacement of the Iac111tv,
a lezse/purchase anelysis in accordance with the provisions of Sec. _ .30
threugh .37 of Circular &-110, which shows that & financed purchase or capitel
lease is less costly to the organization than other leasing alternatives, on &
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipsted interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated (Yarm's
length®) third-party. The leazse/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons ¢f both
zlternatives over the period the asset is expected to be used by the non-profit
organization. The cost compariscns associated with purchasing the facility shall
include the estimated purchase price, anticipated cperating and maintenance
costs (including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchsse option, operating
and maintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates uncer
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
arrangement.

ATTACHMENT _______
.......... OF 55 PAMLES

37




15 The aciuz.: LoTarest
are no nigher Lien

ot »

om oan unrziatad

4
fhy
153

14, Investment =urnings, -noiuading interest income, on bond or 1oan
o ~.usl, pending payment I <hg construction or acguisition coests, are used o
0T fset gliowabie interest zosT. Arpitrage zarnings reportzble te the Intermal
Rewsnue Szrvice are not reguired Lo be offset against allowable interest cosis.

(5; Reimbursements are limited to the lecast costly alternative basad
or the to-al cost analysis reguired under subparagraph (b). For example, if an
opezrating lease is determined to be less costly than purchasing through debt
financing, then reimbursement is limited to the amount determined if leasing tiad

been used. In all cases where a lezase/purchase analysis is performed, Federal
reimbursement shall be based upon the lzast e=zps=nsive alternative.

{6 Mon-profit organizations are also subject to the following
cunditions:

nance zs321s

{a} Interest on debt incurred to f£inance or reii
lowable.

acquired before or reacguired after September 29, 1995, is5 not al
{b) Interest attributable to fully depreciated assets is
uriallowable.

{c} For dsbt arrangements over $1 million, unless the non-
profit organization makes an initial equity contribution to the asset purchase
of 2% percent or more, non-profit organizations shall rzduce claims for interest
expense by an amount equal fo imputed interest sarnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shall
prepare a cumulative (from the inception of the project) revort of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expsnse, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for menthly amounts. Outflows
consist of initial equity contributions, debt principal payments {(less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows zxceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings omn excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

{d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whele
or part through Federal reimbursements, to another facility prier to the
expiration of a periocd of 20 years reguires notice to the Federal cognizant
agency. The extent of the relccation, the amount of the Federal participation in
the financing, and the depreciatieon and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
pregrams in the future.

(2) 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.
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crganization prior to September 2%, 1995 thst have again come to be held by
the organization, whether through repurchase or refinancing. It does not include

i
assets acguired to replace clder assets,

—

) Re-acguired assets means zssets beld by the non-profit

{2) Initial eguity contribution means the amount or value of
contributlons made by non-profit organizations for the acquisition of the asset
or prier to occupancy of facilities.

{3} Esset costs means the capitelizable costs cf an zsset, including
construction costs, acguisition costs, and other such sosts capitalized in
ccordance with GARAP.

24 . Laber relations costs. Costs incurred in maintaining satisfactory
relations between the organizaticn and its employees, including costs of labor
management committess, employee publications, and other rszlated activities are
allowable. : :

25. Lobbying.

a. WNotwithstanding other provisions of this Circular, costs assoclated
Wwith the fcollowing activities are unallowable:

(1) Attempts to influence the cutcomes of any Federal, State, or
local election, referenmdum, initiative, or similar procedurs, through in kind or
cash conrtributions, endorsemsnts, publicity, or similar activity:

{2} Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purposs of influencing the outcomes of
elections;

{3) Any attempt to influsnce: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation thrcugh communication with any member or employee of the
Congress or State legislature (including efforts to influence State or local
officials to engage in similar lobbying activity), or with any Government
cfficial or employee in conmnection with a decision to sign or veto enrclled
legislzation; '

(4) Bny attempt to influence: {1} The introduction of Federal or
State legislaztion, or (i1} the enactment or modification of any pending Federal
or State legislation by preparing, distributing or vcsing publicity or
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. The following activities are excepted from the coverage of

subparagraph a:

'13} Providing a technical and factual pressntation of information on
@ toplc dirsctly related to the performance of a grant, contract or other
agreement through hearing testimony, statements or letiers to the Congress or a
State legislature, or subdivision, member, or cognizant staff member thereof, in
response to a documented reguest (including a Congressional Record notice
requesting testimony -or statements for the record at a reqularly schedulad
hearing) made by the recipient member, lsgislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for iravel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to &
written reguast for such presentation made by the Chairman or Ranking Minority
Member of the Clommittee or Subcemmities conducting such hearing.

{2) Bny lobbying made unallowable by subparagraph a(3) to influencs
State legislation in order to directly reduce the cost, or to aveid materizl
impairment of the organization's authority to perform the grant, contract, or
other agreement.

(3) Bny activity specifically authorized by statute to bhe undertalksan
with funds from the grant, coniract, or other agreement

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

(2) Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the requirements and standards of this
paragraph have been complied with.

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

{4} Time logs, calendars, or similar records shall not be requirasd
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying {as defined
in subparagraphs {(a) and (b}) 25 percent or less of the smployeé'’s compensatesd
hours of employment during that calendar month, and (2) within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions {1) and (2) are met, organizations are not required to establish
records to¢ support the allowabliliy of claimed costs in addition to records
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d. Executive lobbying cost Couste incurred in attempting to

improperly influence ejther dlrectly or indirectly, an employee or officer of
the Lxecutive Eranch of the Federal Government to give consideration or to act
regarding & sponsored agreement or & regulatory matter are unallowable, Improper
influence means any influence that induces or tends to induce a Federal employee
or officer to give consideration or to act regarding.a federzily-sponsored
agreement or regulatory matter on any basis other than the merits of the mattear.

26. Losses on other sponsored agreements or contracts. &Any excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited teo, the organization's contributed portion by
rezson of cost sharing agreements or any under-recoveries through negotiation of
Jump sums for, or geilings on, indirect costis.

27. Maintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and eguipment (including Federzl property unles
otherwise provided for} which neither add to the permanent value of the property
nor appreciably prolong its intendad life, but keep it in an efficient operating
cendition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong their
intended 1ife shzll be treated as capital expenditures (see paragraph 15).

28. Materizls and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts nescessary
toc carry out a Federal award are allcowable.

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

=. Only materizls and supplies actuszlly used for the performance of a
Federal award may be charged as direct costs.

d. Where federally-deonated or furnished materials are used in performing
the Federsl award, such materials will be used without charge.
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A4, Tosts of the non-profit organizetion’ s membership in business,

trechnizal, and professional organizations are ‘allowable.

h. Tosts of the non-profit orgarication’s subscriptions to business,
nrofessional, and technical periodicals are allowable.

2, Costs of membership in any civic or community organization are
z)llowable with prior approval by Federal cognizant agency.

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

31. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or manadement consultants, attorneys,
accountants, of investment counszlors, whether or not employess of the
organizaticn, in connection with establishment or reorganization of an
organizaticn, are unallowable except with prior approval of the awarding agency.

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

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

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

33. Participant support costs. Participant support costs are direct costs for
items such as stipends or subsistence zllowances, travel allowances, and
registration fees paid to or on behalf of participants or trainees {but not
employees) in connection with meetings, conierences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

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

PR
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t Necegsary and reasonable expenses
incurred for routine and homeland security To protect facilities, personnel, and
worl products are allowable. Such costs include, but ars not limited to, wages
and uniforms of personnel engaged in security activities; equipment; barriers;
contractual security services; comsultants; etc. Capital expenditures for
homeland and plant security purposes are subject tco paragraph 15., Equipment and
other capital expenditures, of this Circular.
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36. Pre-agreement costs. Pre-award costs are those incurred prior to the
ceffective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
propesed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowable if incurred after the
date of the award and only with the written approval of the awarding agency.

37. Professionzal services costs.

z. Costs of professional and consultant services rendered by persons who
re members of a particular preofession or possess & special skill, and who are
not officers or emplovess of the non-profit crganization, are allowable, subject
to subparagraphs b and ¢ when reasonable in relaticn to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

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

b. In determining the zllowability of costs in a part;cnlar case, Tio
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

(1} The nature and scope of the service rendered in relation to the
service required.

{2) The necessity of contracting for the service, considering the
non-profit organization's capability in the particular area. '

{3} The past pattern of such costs, particularly in the years prior
to Federzl awards. ’
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c. In addition to the facters in subparagraph b, retainer fees to b
allowable must be supported by evidence of bona fide. services available o
rendered

H D

38. Publication and printing costs.

a. Publication costs include the costs of printing {(including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs also include page charges in professional
publications. '

b. If these costs are not identifiable with a particular ceocst objective,
they should be allocated as indirect costs to all benefiting activities of the
non-profit organization.

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

{1) The research papers report work supportsd by the Federal
Government: and

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

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

40. Reconversion costs. CUests incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable,

p

44 ATTACHMENT 1) .
pacE . MY, oF .55 paGES




z Subhect I L, €, ang <, anc proviaed that the sx-e of
Tne steif recruited and maint in keeping wotl woriloac TegUIXEmEn T,
costs of "nelp wanted' agverti Sperating costs of an employment oifice
NetessSary 10 SeCUure and mailn adeguate steff, costs of opersting an
apiltldse anc educationsl ; ogram, Travel costs of emnlovess wrhile
engayged 1n recruiting pe*%onne travel costs of applicants for interviews for
prospeciive employment, and :_iocat LOT COSTs incurred incident to recruitment of

new employezes, zre allowable te¢ the sxtent that such costs are incurred pursuant
Lo & well-managed recruitment program. Where the organization uses employmient
agencies, costs that are not in excess of standard commercizl rates for such
services are allowable.

b. In publications, costs of help wanted advertising that includes color,
—ncludes advertising materizl for other than recruitment purpcses, or i
excessive in size {taking into consideration recruitment purposes for which
intended and normal organizational practices in this respect}, are unallowable.

n

c Costs of help wanted advertising, special emoluments, fringe benefits,

<.

and salary allowances incurred to attract professional persconnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as am zllocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organization will be requirsd to refund or credit
such relecation costs to the Federazl Government.

42z, Relocation costs.

&. Relocation costs are costs incident to the permanent change of duty
ascignment {for an indefinite period or for a stated period of not less than 17
montiis} of an existing employze or upon recruitment of a new employee.
Relocation costs are allowable, subject to the limitation described in
subparagraphs b, ¢, and d, provided that:

(1) The move is for the ben=fit of the employer.

(2) Reimbursement to the emplovee is in accordance with an
established written policy consistently followed by the employer.

(3} The reimbursement does not exceed the emp;oyﬁe 5 actual {or
reasonably estimated) expenses, '

b. BAllowable relocation costs for current ‘employeess are limited to the
following:

{1) The costs of transportation of the emplcyee, members of his
immediate family and his household, and personal effects to the new location.
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utilities, taxes, and property insurance.

{5) Other necessary and reasonable expenses normally incident to
relocation, such as the —osts of canceling an unezpired lease, disconnecting and
reinstalling nousehold appliances, and purchaging insurance against loss of or
damages to personal property. The cost of canceling an unexpired lease is
limited to three times the monthly rental.

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

d. The following costs related to relocation are unallowable:
{(lj Fees and other costs associazed with acguiring a new home.
{2 B loss on the sale of a former home.

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

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

43. Rental costs of buildings and equipment.

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

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

e e
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& non-profit organization; {1l nop-profit organiceiions under CoOmmon —orn
“nrough common cfficers, directors, or members; and {1ii} & non-profit
organization and & director, trustee, cofficer, or key employee of the nonfp:of;t
crganization or his immediate family, either directly or through czorporat

trusts, or gimilar arrangsments in which they hold a contrelling _ntcres
erample, & non-proiilt organization may establish a ssparate corpo Zon
scle purpose of owning property and leasing it back to the nOL—pIGflt
organization.

d. Rental costs under leases which are reguired to be treated as capital
leases under GAAP are allcwable only up to the amount (2s explained in
subparagraph b} that would be allowed had the non-profit organization purchasad
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is & capital lease. Interest costs related
toc capital leases are allowable to the extent they meet the criterisz in
subparagraph 23. Unzllowable costs include amounts paid for prefit, management
fees, and taxes that would not have been incurred had the nom-profit
organization purchased the facility.

44. TRoyalties and other costs for use of patents and copyrights.
2. Royalties on a patent cor copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights thereto, necessary for the

propex performance of the award are allowable unless:

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

(2) The patent or copyright has been adjudicated to be invalid, or
Lhas been administratively determined to be invalid.

(3} The patent or copyright is considered to be unenforceable.
{4) The patent or copyright is expired.

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

{1} Royalties paid to persons, including co:pofations, atfiliated
with the non-profit organizationm. ' o

{2) PRoyalties paid to unaffiliated parties, including corporations,
under an agreement entered into inm contemplation that 2z Federal award would be
made.
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46. GSpecialized service Ifacilities,

a. The costs of services provided by highly complex or specialized
facilities operated hy the non-profit organization, such as computers, wind
tunnels, and reactors are allowable, provided the chargss f[or the services meet
the conditions of either 46 b, or ¢. and, in addition, take into aczount any
items of income or Federal financing that qualify as applicable credits under
Attachment A, subparagraph A.,5. of this Circular.

-

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or sstablished methodology that (i) does not discriminate
against federally-supported activities of the non-proiit organization, including
usage by the non-profit organization for internal purposes, - and (ii} is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under appliasd costs of the previous periodis).

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

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

47, Taxes.

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

b. Any refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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Contemporaneous purchases cof common items by the non-profit <rganization shall
be regarded as evidence that such items are reasonably usable on the non-profit
organizaticn's other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
gquantities of such items omn hand, in transit, and on ordsr are in excess of the
reasonable quantitative regquirements of other work.

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

c. Loss of useful value of special tooling, machinery, and is generally
allowable if:

(1) Such special tooling, specizl machinery, or eguipment is not
reasonably capable of use in the other work of the nom-profit organization,

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

{3) The loss of useful value for any cne terminated Federzl award is
limited to that portion of the acquisition cost which bears the same ratioc to
the total acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
special tooling, special mechinery, or equipment was acguired.

d. Rental costs under unexpired leases are generzlly allowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

{1} the amount of such rental claimed does not exceed the reasonable
use value of the property leased for the period of the Federal award and such
further period as may be reasonable, and

{#] the non-preofit organizaetion makes all reascnable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lzase. There

alsc may be included the cost of alterations of such lessed property, provided

Vo
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Cirzuiar A-110:; and
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(b} The termination and settlement of subawards.

{2} Reasonable costs for the storadge, transportation, protection,
and disposition of property provided by the Federal Government or acquired or
producaed for the Federal award, except when grantess or contractors are
rejmbursed for disposals at a predetermined amount in accordance with Subparts
.32z through __ .37 of Circular A-110. )

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

f, Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organication are generally allowable.

An appropriate share of the neon-profit organization's indirect expense may be
allacated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense su allocated shall
exclude the same and similar costs claimed directly or indirectly as settlzment
expenses.

49. Training costs.

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

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

w

(1) Training materials.

(2} Textboogks. '
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i) Streignt-time compensation cf each employee for time spent

o ¢ during working hours not in excess of 156 hours per year and
ly fc the extent that circumstances do not permit the operetion of classes or
tendance &t classes after regular working hours; otherwiss, such compernsation

c. Costs of tuition, fees, treining materials, &anc texthookes (but not
subsistence, salary, or any other emoluments) in comnnection with full-time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowahble only when +the
course or degree pursued is related to the field in which the employee is now
working or may reasonably Dbe expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee
S50 trazined. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specificzlly designed to enhance the effsctiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrollment feess, trazining materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowakle under
this paragraph do not include those for courses that are part of a degree-
criented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

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

f. Contributions or donations to educational or training institutioms,
including the domaticn of facilities or cther properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be allowed with prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course cr degree pursued is relative to the
field ip which the employee is now working or may reasonably be expected to
work.

50. Transportation costs. Transportation costs include freight, express,
tartage, and postage charges relating either to goods purchased, in process, oz
delivered. These costs are allowable. When such costs can readily be identified
with the items involveéd, they may be directly charged as tramnsportation costs or

e
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2. General. Travel ous:5s are the erxpenses for transpeortation, lodging,
supsisteance, and related ltems incurred by employees who are in travel status on
offjicial business of the non-profit organization. Sugh cos5ts may be charged on
an sctual cost basis, on a per diem or mileage basis in lieu of actual cosis
incurred, or on & combination of tha two, provided the method used is to
an entire trip and not to selected days of the trip, and results in charges
consistent with those normally alliowed in like circumstances in the non-profit
organization’s non-federalily-sponsored activities.

b. Lodging and subsistence: Costs incurred by employees and cificers for
travel, including costs of lodging,.other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit orgapization pelicy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Administrator of General Services, or by the
President (or his or her designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards {48 CFR 31.205-46!a)}.

c. Commercial air travel.

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

(2) Unless a pattern of aveidance is detected, the Federal
Government will generally not question a non-profit organizatiomn's
determinations that customary standard airfare or other discount zirfare is
unavailable for specific trips if the non-profit organization can demonstrate
either ¢of the following: {(a) that such airfare was not available in the
specific case; or {(b) that it is the non-profit organization’s overall practice
to make routine use of such airfare. '

d. Air travel by otl.er than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs}, maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c¢., is unallowable.
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NOR- PROFTT ORSANIZATIONS NOT SUBJECT TO TRIS CZIRCULAPR
harlesten, South farsling

Advance Tathnology Institute ETI),

Aerospace Corporatioh, Ll Segundo, California

"

pmerican Institutes of Researcn (BIR), Weshington D.
prgonne Matisnal Laporatory, Zhicago, Iilinols
Atowmic Casualty Commission, Washington, D.T.
Bat*elle Mamorial Inecitotz, Headguartersd in Celumbus, Ohilo

Brookhaven National Laboratory, Upton, New York

[

narles Stark Draper Laboratory, Incorporated, Cambridge, Massachusetts

(D]

NE Corporation (CNAC), ARlexandria, Virginia

Environmental Institute of Michigan., Ann Arbor, Michigan

ia Tech Research Institute, Atlanta, Georgia

-
i

Georgia Imstitute of Technology/Georgia Tech Applied Research Corporation/
org '

Hanford Environmental Health Foundation, Pichland, Washington

1IT Research Institute, Thicago, Illinois,

Irnstitute of Gas Technology, Thicago, Illincis
institute for Deiense Analysis, Alexrandria, Virginia

LMI, McLean, Virginia

Mitre Corporation, Bedford, Massachusetiis

Mitretek Systems, Inc., ralls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginia
Hational Renewable Ensrgy Labqratory, Golden, Colorado

Oak Ridge Lesociated Universities, Oak Ridge, Tennessesz

Rand Corpcoration, Santa Monica, California

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

South Carolina Research Authority (SCRA), Charleston, South Carolina
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SovTnwsst Resceron 1nsTiiuTe, San hntonio, Te
EF: Internatzonel, Menlc Fary, Taiiforniz
Syracuse Resezron Corporation, Syracuse, Wew

Uriversities Research Rgsociatich, Incorporzted

Argonne,
Jrban Institute, Wasnington D.C.

Non-profit insurence companies, such as

X

Iy ZiiTuLe, Elrnmongl.am, klanahe

cl

Other non-profit organizations zs negotiatec with awarding zgencies
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Circuler No. E-122
pevissd tc ehow changee published in Tl er
Ludits of States, Locsl Governments

SUEJSECT: Budits of Srares, Loczl Governments, &nd Non-Profit OrganlzalUions

iz issued pursuani Lo The Singie audit Aot of

ingle Rudit hct mendments ol 1996, .P. L. 104-15€.
teining consistency and uniformity among Federzl

a of States, local governments, and non-proii

ding Federzl awards.

o

[y

M e gt
ju

40 -

e gt

e b o

Hu3 tow

o
w m
a
jnl
)
m
N
d
[n

horitv. Circular R-132 is issued under the authority of sections
. and 7501 et seg. of title 21, United States Code, znd Executive
g and 11541.
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3. Rescission and Supersession. This T

ircular rescinds Circular A-12B,
12udits of State and Local Governments,® issued April 12, 1SE6, and supersedes
the prior Circular A-133, "Audits of Institutions of Higher Education and
Othar Non-Profit Institutions," issusd April 2z, 1596. For effective dates,
see paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
Circular snall be applied by 2ll Federal agenciss. If any statute

specifically prescribes policies or specific regulrements that differ from ths
standards provided nerein, the provisions of the subseguent statute shall
govVEernl.

Federal agencies shall apply the provisions of the sections <f this
Circular to non-Federal entities, whether they are recipients expending
‘Federal awards received directly from Federal awarding agesncies, or are
subrecipients ewpending Federal awards received from a pass-through entity (&
recipient or another subrecipient).

This Circular doess not apply to non-U.&. based entities ezxpending
Federal awards received either directly as a recipient or indirectly as =2
subrecipient.

5. Deiinitions. The definitions of key terms used in this Clreelar are
contained in § .105 in the Zttachment to this Circular.
6. Peguir=ed Action. The specific reguirements and responsibilities of

Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agencies

making awards to mon-Federal emtities, either directly or indirectly, shall
_adopt the langnage inm the Circular in codified regulations as provided in
Section 10 (below), unless different provisions are reguired by Federal
statute or zre approved by the Office of Mansgement and Budget {(OMB) .

7. OME Pesponsibilities. OMB will zeview Federz] agency ragulatione and
implementation of this Circular, and will provide interpretations cf policy
regquirements and zssistance Lo ensure uniform, effective and efficient ’
impiementation. B : o

B Information Contact. - Further information concérning Circular 2-132 may
be.obtained by contacting the Financial Standards and Reporting Branch, Office
‘of Federal Financizl’ Management, Office of Mansgement and Budget, Washington,

DC 205463, telephaone. ) 3953983, . _

o
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. review Da Tris Cirzular will Rave a pUlicy reEviaw tnares vsars from

-e
the date of issuance.

Dates. The standards set Zorth in §_ 400 of the Bfzachment
Tar, whizh apply dirsctly to Federal agencies, shall be =2fective
and sha.l apply to audics. 2i fiscal vears beginning alier Juns

as otherwise specified in § 400 (a).

The standards set forth in this Circular that Federal acﬂnc 235 sha
apuly Yo non-Federal entities shall be adopted by Federal agencies in co -
regulacions not later than 60 days after publigation of this final revigion
in the Federal Register, so that they will apply to audits of fiscal years
beginning after June 30, 19396, with the exception that § _ .305(b) of the
Atcachment applies to audits of fiscal years beginning after Jume 20, 1998.
The reguirements of Circular B-128, although the Circular is rescinded, and
the 1290 version of Circular A-133 remain in effect for avdits of fiscal years
heginning on cor before June 306, 1996,

The revisions published in the Federal Register Junme 27, 2003, are
effective for fiscal years ending after Dezember 31, 2003, and early

implementation is not permitted with the exception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director

Attachment




ORGENIZLTIOND

fuppart E--Gzneral

Sec

~00 rurpose .
e Definitions.
Suppart B--Audite )

200 Budit requirements : -
TTzo0s Bacis for determining Federal awards. expended.
TTzuo Subrecipisnt and vendor AETErminaLions. ' ’
.zt Relation o other audit reguirements.

T z20 Freguency of audits.

T .z225 Sanctions.

:: 230 Audit costs.

__.235 Program-specific audits

Eubpart C--iuditees
L300 huditee responsibilities.

T__.zos huditor selectiom.

_ 310 Financial statements.
__.215 Audit findings follow-up.
__.3z0 Report gubmissicn.

Subpart D--Federal Rgencies and Pass-Through Entities
___.400 Eesponeibilities.
__.405 Mznagement decision.

Subpart E--Auditors,

___.500 Scope of audit.

-1 Audit reporting.

_ 510 - Audit findings.

_.51: rudit working papers.

__.520 Major program determination.

___.525 Criteria for Federal program risk.

__.520 Criteria for a low-risk auditee.

ippendix 2 to Part - Data Collection Form {Form SF-5AC)H.
B-133 Compliance Supplement .

Zppendix B to Part __ - Circular

[N

SLUDITE OF STLTED . LUTRL GOVERNMERTE, INL WIK-PROGFIT

23




Subpart h-.General
§ RS Purpose .

audit

ce means any acnR-Federal entity that expends Fadeval awards which
1ted undsr this part:

Auditor means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which meets the general
standards specified in genesrally accepted government auditing standards
{(GAGAS) . The term auditor does not include internal auditors of non-profit
organizations.

Budit finding means deficiencies which the auditor is reguired by
5 .510 (a) to report in the schedule of findings and guestioned costs.

CFD) number means the nhumber assigned to a Federal program in the
Catalog of Federal Domestic Assistance (CFDA).

Cluster of orograms means a grouping of closely related programs that
share common compliance resguirements. The types of clusters of programs are
regearch and development (R&D), student financial aid (SFA), and other
clustars. *“Other clusters" are as defined by the Office of Management and
Budget {(OMB} in the compliance supplement or as designated by a State for
Federal awards the State provides to its subrecipients that mest the
definition of a cluster of programs. When designating an “"other cluster," a
State shall identify the Faderal awards included in the cluster and advise the
subrecipientes of compliance reguirements applicable to the cluster, consistent

with § .400(d) (1} and § .400(8) (2}, respectively. A c¢luster of programs
shall be considered as one program for determining major programs, as
descriped in § .520, and, with the exception of R&D as deecribed in

§ .2p0{c) ., whether a program-specific audit may be elected.

Coonizant agency for audit means the Federal agency designated to carry
out the responsibilitiss described in § .400(a) .

Compliance supplement refers to the Circular A-i33 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents as
OMBE or its designee may issue to replace it. This document is available f{rom
the Government Printing Office, Superintendent of Documents, Washington, DC

20402-9325.

Corrective action means action taken by the auditse that:

(1) Correcsts identified deficiencies;
{2} Produces recommended improvements; oT

{3) Demonstrates that audit findings are either invalid or do not
warrant auditee action.

Federal aagsncy has the same meaning as the term agency in Settion 551(1)
of title 5, United States Code.

rederal award means Federal financial assistance and Fsderal cost-
ursement contracts that non-Federzl entities receive directly fram
al awarding agencies or indirectly from pass-through entities. It does
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£Y granie or Crecis. used o Duy
udize of-such VEndors Sha.i e TOVEXES
TYaCcT . ConTracns to operate Faderal
faoiiities (GQOCOE; zre sxcludesd from The

~he Federal sgency theT Provide:s an awaro

= erice meane &efiszance Lhat noL-Federsl ent_ TLes
receive Y administ in the form of grante, loans, loan guarantees, DYOpErTYy
{inciuding donated surplus propertyl}, cooperative agreements, iNLErest
subsidies, insurance, food commodities, direct appropriarions, and other
zseistance, but does mot include amounts received as reimbursement for N
cervices rendered to individuzls as described im §__ .205{n) and §__ .205(i).

Federzl DYogram MESaLEs:

(1) 211 Federzl awards to a non-Fedérzl-entity assignsed a single
number in the CFDE. ’ R .

{2}  When no C?Dk'number is assigned, all Federal awards from the same
agency made for the same purpose should be combined and considered oms
program. .

{3} . Notwithstanding paragraphs (1Y and-(2) of thzis definition,_a
cluster of - programs. The types of clustE?s of programs ETe: '

(i) . Research and development (R&D);

{ii) Student financial 2id (SFA) - and )
{iii) "Other clusters," as descrlbed in the deflmAtﬂon Qf,qluéﬁe?
of p*ograms in this secticm.

SAGRS means generally aﬂcepted government audﬂtlng standa?dsfi;éued_by
the Comptroller Géneral of the United Staues, which are appﬁlcable-to -
financial-audits. ‘

Cenerally accepted accounting principles has the meaning spécifisd in
generaltly acceptsd auditing standards 1ssued by the Ame?lfan Inst¢tute of
Certified Dub14c Accountants (RICER) . ) & A e

Tndlan tribe means any Indian Lflbe, band, ‘natiorn, or other’ organized
group or community, including any 2laskan Native wvillage or fegional -or
village corperation. {as defined in, or_established under, the Alaskan Native
Clzims Settlement Act) that is recognlzed bY'the United Sbates .25 eligible for
the specizl programe and services provided by “the Unitéd States to Indlans
because of their status as. Indians.

Internal contrcl means a procass, gffected by an ent;ty s management and
other personnel, designed to pIOV1de 1easonab1e assurance regafdlng the
achievement of objectives in the following" catngor¢es_- : e

(1) Effectiveness

regulations.

‘ternal control pert51n_nq to the compl»ance requirements for Federal
proaramg (Interhzl  contrel ove;mFederal_p?ograms) means a process--effected by
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ii) Maintai

4]

1 azcouncability over assets; and

{iii} Demonstrate compliance with laws, regulations, and other
compllance reguirements ; '

(2} Transactions are executed in compliance with:

(i) Laws, regulations, and the provisions of contracts or grant
agrezements that could have & direct and material effect on a Federal program;
and

(i1} Any other laws and regulations that are identified in the
compliance supplement; and

(3) Funds, property, and other assets are safeguarded against locss
from urnauthcrized use or disposition.

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

Local government means any unit of local government within a Stace,
including a county, borough, municipality, city, town, township, parish, lozal
public authority, special district, schoocl district, intrastate districk,
council of governments, and any other instrumentality of local governwment.

Maior orogram means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identiiied as a major
program by a Federal agency or pass-through entity in accordance with
§ .215(c).

Management decisipn means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective action is necessary.

Non-Federal entity means a State, local government, or non-proiit
organization. :

Non-profit organization means:

{1) any corporation, trust, association, cooperative, or other
organization that: ‘

(1) Is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

{ii} 1Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2) The term non-profit organization includes non-profit institutions
f higher sducation and hospitals.
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OME meane Tos Eyecurive Dffice of zne DPrecident, Gffices of Managemsos

fversigqnt adencvy or audit means Lhe F:de*a7 awarding agsncy nhat
ne preﬂqmlnaﬂ‘ amount of direct funding To & YeItiplenl Lot ase

provideg th ignea
&z cogrizant agency for auedit. When there if no direct funding, tne Federszl
agency with the predominant indirect funding snzll =messume th: oversignt
responsibilities. The duties of tne oversight agency Icr aucit are described
in § 400 (b) . S
Effective July Z2&, 2003, the following is added Lo this defi:ition:

2 Federal agency with overuégnt for an zuditee may reae £ign overgight Lo

another Federadal agency which prOV¢dE° substantizal Funalng and agress Lo

e The oversight agency for audit. Within 30 days after any’

resscignment, both the old and the new oversight agency for audit shall

notify the zudites, and, if known, the auditor of the reassignment *

Pass-through entifv MEans & non-Federal entity that provides & Federal
award to & subretfipient To carry out a Federal program.

udit means an audit of one Federzl program as provided

ific &
and § _ .235.

Program—spe
for in § .200 (¢

)

Questicned cost mezns 2 cost that is guestioned by the auditor because
of an audit finding: : ' ' ‘ o

(1) Which resulted from a violation or possible viclation of a
provisicn of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
funds used to match Federal funds: T SR B

(2% Wnere the costs, at thé time;of ;ﬁé aUdit,*are n't SquDr_ed by
adeguate documentation; or B ‘ _ ?”:7"-"' : 3

{3} Where the costs incurred appear unreasonabTE'nnd dD not reflect
the actiomns a prudent person would take in the circumstances. o

Recipient means a non-Federal ontlty _that experds Federal. awards
received directly ﬁrom“a_FederaluaWQ;d ng'agency to carry out a- Federal
program. : ' S

Research and development (R&D) means all resesarch. aﬁt¢v1t1eu, hoth basic
and .applied, and-zll development activities that are pcrIormed by a non-
Federal ‘entilty. -Research is defin&dias Eystematlc ‘study diregcted toward"
fuller.. sc1ent1f1c knowledge or- understandlng of the subj=ct stidied... The term
research alseo dAncludes actlv1t1e5_ﬂnvolv1ng the tralnlng of lndlvlduals imn
research technigueg where :such acthlt ¢ tilize. tbe same facilities .as other
research and development act1v1tles and where such act1v1ules are.nct included
in the-instruction- function, : pevelopment 1s° the systematlc use 0f knowledge
and understandlng gained from resedrch dire téd tOWnId the productlon of -
useful materials, devices, systems,. oL meth_ ﬂ.]
deve1opment of pro*otypes and - p*oce=595 T

Sﬁno‘e audlt means @I
—_—————e— ok - " J PRS-
statements dnd the Feae*a1 awaras qS des

~Btate -means-any. S5tate of the Unlted ‘States, the District of Columbia,

ict
hie

I Pommonweal h-of. Puerio: Rico, the Virgin Islands, Guam, American Samca, the
c ommonwealth. of ‘the Northern Mariana Isiands, and the Trust Territory of the

o




nose programs oI ga2neral student
those authorized by Title IV of the BHigher Education kot

{20 U.5.C. 1070 =t 3¢g.) which is administered by the
tducation, and similar programs provided by other Federal
not include programs whizh provide fellowships or similar
Fageral awards to students on oa competlitive basis, or for specified studies or
reszarch.

cigl 2id 1SPa) includes
T

cubrecipient means a non-Federal entity that gxpends Federal awards
received from a pass-through entity to carry ocut a Federal program, but does
not include an individual that is a beneficiary of such a program. &
suhrecipient may also be a recipient of other Federal awards diresctly from a
Federal awarding agency. Guidance on distinguishing bhetwezen a subrecipient
and a vendor is provided in § _ .210.

Iypes of compliapce reguirements refers to the types of compliance
reguirements listed in the compliance supplement. Examples include:
activities allowad or unallowed: allowable costs/cost principles; cash
management; =ligibility; matching, level of effort, earmarking; and,
reporting. -

Vepder means a dealer, distributor, merchant, or other seller providing
goods o1 servigces that are rﬂqul ed for the conduct of a Federal program.
These goods or services may be for an organization’'s own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
between a subrecipient and a vendeor is provided in §~__.210;

Subpart B;—Audits
5 L200 Audit regquirements.

(a) Audit reguired. HNon-Federal =ntities that expend $300, 000
({5500,000 for fiscal years ending after December 31, 2003) or more in a year
in ¥edeval awards shall bave a single or program-specific audit conducted for
that year in accordance with the provisions of this part. Guidance on
detarmining Federal awards expended is provided in §  .205,

(b} Single audit. Non-Federal entities that expend 5300,000 (5500,000
for fiscal years ending after December 31, 2003} or more in a year in Federal
awards shall have a single audit conducted in accordance with § _ .500 except
when they slect to have a program—specific audit conducted in accordance with

paragraph (e} of this section.

(c) Program-svecific audit election. When an auditee expends Federal

awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §  .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that rFederal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

{d) Exemption when Federal awards expended are less than $300,000
{5500, 000 for fiscal vears ending after December 31, 2003). WNon-Federal

8
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§ . 2058 Basit for determining Federzl awards expended.

ermining Federal awprds expended. The cdetermination of when arn
¢ should he based on when the activity related to the awerd
ly, the activity- Dertc¢nvito events That reguire the non-

0 comply with laws, regulations, and the provisions-of

5 DL agreements; such as; expencditure/expense Trahsactions

eC with grants, cost-reimbursement contralts, cooperative agreements,
o
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T 2ppropri ations; the disbursement of funds passed through to
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programs; the receipt of property; the receipt of surplus property.; the
receipt or use of program incomé;i the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federsl entity to
an interest subsidy; and, the peIlOd wher; insurance is in force. = = 7

) Loan and loan guarantiees (loanAL Since the Federal Goverhment is
atr Tﬂsy for loans until the debt is repaid, the following guidelines shall be
used to calculate the value of Federzl awards éxpended under lcan program
except &s noted in paragraphs {c) and (d) of this section:

. (1) Valune of new loans made or received duringfthexﬁ;gcal YEAY ;
plus o o :

(2} Balance of loans from previous years for which the Federsz]
Government imposes continuing compliance requirements; plus ' ‘

(33 any interest subsidy, cash, or administrative cost allowance

ic) Loan and loan gusrantess (loagns) st institutionsg of higher
education. When loans are made: tovetudents of an institution of nigher
education but the institution does Dot make the loans, then pnly the vealue of
loans made during the yszar shall De considered FTederal awards. expendéd in that
year. The balance of loans: for prev10u5 years ls pot included &s Federal
awards expendad because the lender accounts for the prior, balanres._

(d) Prior loan and lcan guarantees floan=) Lcans, fhé prbceedé"bf
which were received and expended in“priorzyears, are not considered Federal
awards erpended under this part whén fhe laws, 1'egu‘atz.cms,--an 5 provisions
of caontracts or grant agreements pertalnlno to such loans wmpose no continuing
compliance anhlrempp+5 other than 6 repay the loalhs .

(e) Endowment funds' The'Cumu ative balance of Federal awards for
endowment funds which are federally restricted sre considered awards expended
in =2ach yeer in-wnigh the funﬂs are Stlll restricted,

Free rent. Fregﬁrent received by itself is not considered a
award“expended wnder-tHis pgrt.* Howevey, free rent received as part
L9 - AT‘I’ACHMENT E
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i Yaluipno non-cash sscistanges. Fadera. non-cesh zszistance, such as
<. Tood stamps, food commodities, donated propsriv, or donatad surn_us
, 5hall pe valued at fair market value at Ihe t_me ¢l recelipt o zhe

value srovided by tne Federal agency

J Medicaid. Medicaid paymenis to a subrecipient Ifor providing
care services to Medicaid eligible individuazls are not considered
awards expended under this part unless a State requires the funds
ted as Federal awards expended because reimburssment is on a cost-
ament basis.

e

Q

D] Zertaip loans provided by the Mational Credit Union
Administration. For purposes of this part, loans made from the Natisnal
Credit Union Share Insurance Fund and the Central Liquidity Facility that ar
fundsd hy contributions from insured institutions are not considered Federal
awards expended. .

W

o

L

5 .210 Subrecipient and vendor determinations.
(a) General. &n auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be

subject to audit under this part.. The payments received for goods or servicsas
provided as a vendor would not bz considered Federal awards, The guidance in
paraygraphs (b} and (e} of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services.

{h) Pederal award. Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Determines who is eligible to resceive what Federal financial

(2} Has its performance measured against whether the objectives
of the Feaderal program are met;

(3 Has responsibility for programmatic decision making:

{4) Has responsibility for adherence to applicable Federal
program compliance reguirements; and

(3) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass-through entity.

(c) Payment for goods and serviges. Characteristics indicative of a
payment for goods and services received by a vendor are when the organization:

{1 Provides the goods and services within normal business
operations; '

10 ATTACHMENT &
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3 OpErEtes il & COMPETITIVE SLVIICDMELT)

(L Provides goods 0X SgIVICES That zre entil:ery to the
operation of the Federal Erogréan; and

Ly 12 not sub T re compliance Teguirementes of the Faderezl

1di Use of judament in meking determinsts £re may be unusual
cirmumstances or exceptions to the listed charact stics. 1n~mak1ng the
determination of wnether a subrecipient or vendor relationship exists, the
substance of the relationship it more important Than the form of the
agreement. It iz not expected that 1]l of the characteristics will be present
and judgment should be used in determining whether an entity isg & subrscipient
¢r vendor. T

(e ¥or-profit subreciviept. Since this part doks not apply to for-
profit subrecipients, the pass- through entity is responsib;e"fcr establishing
*equ;:ementu, ag necessary, .to ensure compliance by for-profit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance 1w=-.qu3.v-emen|.5 and the for-profit subrecipient's compliance

responsibility. Methods tc ensure compliance for Federal awards made to for—
profit subrecipients may include pre- award zudits, monitcring durlng The
contract, and post—award audits. ) Co-

(1) CquWWance responsibility for vendors. In most cases the

auditee's compliance responsibility for vendors is only to &nsdre that “th
procuremen receipt,and’ payment for goods and services comply with laws,
reégila thnS, and the preovisions of contract ‘o grant’ ag*eementu.“ Progrand
compliance requirements normzally do not pass through to vendors. “HoWwever; the
auditee is responsible for ensuring compliance for vendcr tramsactions which -
are structured such’that- the vendor is responsible for program”campllance or-”
the vendor's records must be reviewed to detsrmine program -Aémpliantel ELs0y
when these vendor transacticns relate to a major program, the scope cf the
audit shall inciude determining whether these tranSactlons are ih ‘compliance
with laws, regulations, and the PIOV'SLOEE of contracts or grant agreements:

§ | .215 Relation to oth.er audit Teguirements.

‘a}  Audit under this part in lieu of other audits. An @udit made in
accordance with this part shall be in lieu of any fimencial audit reguired
under individuzl Federal ‘awards. To the extent this audit meets a Federal
agency's meeds, it shall Tely upon and use such audits. The, provisions ot |
this part neather ‘1m1t the authority of Federel agenc;es, 1ncludwng thelr.
Inspectors General, 6r GAC to conduct or arrange for dditional audits te.g.,
‘flnanc151 @udlts, perfb' ance auths, EVaWuatlops, 1ns or ‘reviews)

(b} Feceral doEncy to pav for addltlonal aud1t5.
that fonducLs orncontracte forkaddltﬂonal audits sh;ll,-conszstent with ‘other
4, a+1on5, arrange for funding the. full cost of such

R T L .




L g A METHY Drogram.
1 Federal program avo.
i > SY condusiing LY arranging iy the
dits,.  To vlanning, such reguests shoulz be meaz at
5 Trisry o To £ the fiscal we=ar <o npe audited The
consulzat i¢s aunditor, should promptly respond to such
crming The agency whether <he program would s=nerw.se o=
@jor program using the risk-based audit aporaach described in
L i¥ noz, the estimated inc-emental cost Thne Federal agency
shall Unen promptly confirm te e guditee whather it wants <he program
aud.ted a5 a maior program. If the program is to be avdiited az @ mao: )
progrem hased upon thnis Federal agency reguest, and the Faderal agency d;reeg

to pay h° ;ulL incremental costs, then the auditee shall Lave the program
sudlted as a major program. 2 pass-through entity may use the provisions of
whis paragraph for a subrecip:ient.

& L R20 Frequency of audits.

Except for the provisions Ior biennial audits provided in paragrapns (a)
and (b) of this section, audits reguired by this part shall be performed
annually. Apy blennial audit shall cover both years within the biennial
pariod.

(al A State or local government that is reguired by constitution or
statute, in effect on January 1, 1987, to underge its audits less fregquently.
than annually, is permitted to undergo its audits pursuant to this part
bignnially. This reguirement must still be in effect for the biemmial period
under audit.

{hy  Any non-profit organization that bad biennial audits for all
biznnial periods ending beiwesn July 1, 1992, and January 1, 1995, is
permitted to undargo its audifs pursuant to this part biennially.

§ .225 ' Sanctions.

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

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

(b) Withholding or disalleowing overhead costs;
{(c) Suspending Federal awards until the audit is conducted; or
(d) Terminating the Federal award.

S_d_.230 Audit costs.

{a} Allowable ¢costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FRR) (48
CFR parts 30 and 31}, or other applicable cost principles or rsgulations.

12
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. Unzl:lw . non-FeQeral SLILTY Snell Mot CLErygs Tns
fo.lowing o & Feds
L Tne cost of any suUcll ancer *re £ingle ERu EmendmenTs
ef TG4y LI ULEZ.C. 7501 2t ozec.: LOT conducTel” in BCCOIGELLE WITE Thif LEIT.
v Thne cost oFf aud:ziing & Lon-Feders: ent Ty which Las Federeas
swords erpended of resg than 5300, 006 (S840, 000 For fiscel yesre snding aiter
Decemper 1, 2003} per weer &ane L:i thereby exémpted under §_ . 200(d) from
nev.ng an audit conducied under TLoS parT. However, this dees<mot prohilbatr e
pess-through entlity from char ing Federal awards fcr the cost of limaited scope
audite To monitor its subrecipients ib accordance with & .400(48) (3},
provided the subrecipient does Lot nheve a £ingle éqdit. For purposes of tnis
part, limited scope audits only include agreed-upon proCEdures-Engagements-
conducted in accordance with either tne AICER’ s generadl ily accepted auditing
standzrds or attestation standerds, that are peid for and srranged by @ pass-
through entity and address. ornly one or more of. the fol1ou ng typee cf
compliance requirementsi- activi ‘ties allowed or unciloyed zllovable
costs/cost principlés; eligibility; matching, lsvel of effort, esarmarking;
zngd; reporting. ' ' ' ‘ -
§ _ .235 Program-specific audits.
(&} Program-specific audit guide esveilable. In many cases, a program-
specific audit quide will be available to provide specific guidance tec the
auditor with respect to’internal Cont*ol compliance reguirements, suggested

audit procedures, and audit reporting requirements. = The -auditor should
contact the Offica'of Inspector General of the Federal acency to determine
whetkier such a guidé ig available. When a current pr ogram spec1f1c andit’-
guide is nva1lable, the auditor shezll *ol’ow GAGAS and_the gulde when
performing a program—'pec1flc audltf

(b) Program—specific audﬂt guide not- avallablﬂ - (1) vWhen a program-
specific audit guide ig not avai lable, the dudﬂtee and’ audltor shall have
basically the 5ame;respon°lblllt1e5 for the Federal program as thPy would have
for an audit of a major program in a =J.nglD audlt ;

(2} The auditee sheall prepare fhe flnanc1al statement{s) for the
Federal program that includes, at & minimuam, & schedule of expenditures . of -
Federal awards-for the” program znd notes that. describe Lhe_=1gnﬂnﬂfant
aﬁhountlng pOllClES uséd inp. preparing the srhedure,ta summdry schedule of
prior audit flndﬂngs cohsistent with the requlrements of § 315(b), and- 2
corrective actlon plan consistent with the. “equrrements of"§ ' 315(c)

(3} The audltor shall:

(i) Perform an audit of the frnanc;al statemﬂnt{s) for the
Federal program ln accordanre with GRGRE;

(11) obtain an understandrng cf\lnterndl controW and
Lu1 control over the Fece*al program con,r=tent wrth th

perrorm +es*s Of b
requremen+s =]

- Perform pro"adures to determine. wl -
Ras COmpllEd w1tn‘laws,~regL1atwon5, and the provisions of contracts or grant
agreements that co d havé a direct and material effecdt on the Federal program

cons_=rent w1th‘the regquirements of §___.509(d);for_a mizjor program; and




ne ne 1es s
T uricas and DOXL, 4% g °.
iudss zhat the summary sThedule
8 the ste=us o anv prior audic
of §__ .500(e)
{43 The suditor's reportlis) mey De in the foxm of either
comhined or separate reports and may be srganized differently from the manner
presented In this section. The audiior's renort’s) shall state that the audit

was conducted in accordance with this part and include tiie following:

(1) An opinion {(or disclaimer of opinion) as to whether
the financial statement{s) of the Federal program is presented fairly in all
material respects in conformity with the stated accounting policies;

{ii) B report on internal control related to “he Federal
program, which shall describe the scope of testing of internal control and the
results of the tests; :

(iii) A report on compliance which includes an opinicen {or
disclaimer of opinion} as to whether the auditee complied with laws,
reqgulations, and the provisions 0I contracts or grant agreements which covld
have a direct and matsrial effect on the Fzderal program; and

(iv} B schsdule of findings and questioned costs for th
Federal program that includes a summary of the zuditor's results relative
the ¥Federal pregram in a format consistent with §  .505(d) (1) and findings
and questioned costs consistent with the reguirements of § _ .505(d) (3}.

(c) Report submission for program-specific audits.

(1) The audit shall be completed and the reporting required by paragraph

{e) (2} or (e) (3} of this section submitted within the zarlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for f{iscal years beginning on or before June
30, 19%8, the audit shall be completed and the raquired reporting shall be
supbmitted within the earlier of 30 days after receipt of the auditor’'s
report(s), or 13 months after the end ¢f the audit period, unless a different
period is specified in a program-specific audit guide.) Unless restricted by
law or regulation, the audites shall make report copies avajlable for public
inspection.

e
Lo

(2} When a program-specific audit guide is available, the
auditee shall submit to the Federal clgaringhouse designated by OMB the data
collection form prepared in accordance with &  .320(b), as applicable to a
program-specific audit, and the reporting reguired by the program-specific
audit guide to be retained as an archival copy. 2Also, the auditee shall
submit to the #ederal awarding agency or pass—-through entity the reporting
required by the program-specific audit guide.

(3 When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s} of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2} of
this section, and the auditor’'s report(s) described in paragraph (b} (4) of
this section. The data collection form prepared in accordance with
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ste drsclosed a Sumhery SCchedulc
g reported the sietl inge, tne audites
of The replrting  pa -clee;;nghouse con
awarging &Qency, oI ¢-through éntity-
ecipient. Inst ead - of y 3 crring pcﬂjage e
Ty, when & subreciplent: 1ernof uu;:»d T subm-: &

reporiing pac}due 1u the pass-ihrough entity, fhe SuLVELlD ent sha?i prov‘ae

i

written notification
reguirements of §
reporting package to
requirement .

.320 (&) (2) .

Qther sections

toe the pass-through entity, concistent with el
% subrecipient may subm4t upy of the

the pass-tnrough entity:to comply with this notlflca{ on

=

of this part mav og am—sp=c1flc andits

aDD 1 A,

{d)
are subﬂect te §__ .100 through & 215(b), 5. 220 th:ougn § _ .230,
§ .300 throagh § .305, § L3156, & 320{f) ‘Through §_ °20(j), 5 - 400
tnrough 5§ . L4057 § .510 threugh § . .3135, and other,m_ferenced p*ov1=1onu

of this part unle&s: contfary to the provisions::of this =ectlan,

speCﬁfec augit . gL¢de,

Subpart C--2uditees
5 L300

The auditee shall:

(a) Identify,

erpended and the Federzl
p*ogram.and award identification shall-dngludey
award flumber and year)

and number,
pass-— tbrough entlty

(D)
contracts cr grant ag

Federal~ p*ograms

(a)

of expendltu:es of FEdEIdl awards

(e}
pe*formnd and

ubmltt

die date«requr:ed by &

agency for audit
and’ each pass~through

RT3
preparatio
action plan

Fol”aw up
LTI

s .. 3bE

promptly notify the Federal

HJ§CQOIQaDCE with § .

a program-
or program laws and regu1atlons

Zuditee responsibilities.

iln its accounts, all Federal
programs under which Lhey
as:

namesof the,Fed

awards recel ved and
were received. ' TFederal . .
.applicable, the CFDA title

rai ‘dgency, ~ahd name cif.the

Malnteln internal control over Fedexdl prog*ams that peovwdes
rezsonable ! assurance that the. audltee
Federal awards-in compliance with laws,-

5 mana Ing : - }
iegulatlons, and the prev1510n5 of
reements that UOLTd Have: a’ materlal effect. ocn each-ol .

‘of contracis or

"udlng the schedul&

in accordance: 310

S

ed when due
L2320 (a)

When_
are gra

=nt1ty prov1dlng Fe
‘take co:rectlve act

ary schedg}e cf pr*or audlt
315{B) and_ﬁ

nd1ng5 and @ correct:
.3154e), respoctlvely
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LTOTUY.nG avd.t zerts e shazll
cxined oy tne SGrantz TR T
“E-10Z Tommorn Ruie". roh L1,
Yt aporopriate CFR cization: cuiar
ﬂqu+~ements Ior Grants and hgresm with
Hospitals and Otner Non-Profixt

e :AR {48 ”“R part 42i, as applicable ([OMB Circulzrs zre

ice of Admlnlstrdtion, Publications Office, room 2200,
Mew Executive Office Bullding, Washington, DC 20%03). Whenever possible
auditess shail make positive afforts to urilize small businesses, minority-
owned firms, and women's business enterprises, in procuring audi: services as
stated in the A-102 Common Rule, OMB Circular R-310, or the FAR (4B CFR part
42), as applicable. 1In reguesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit ssrvices include the
responsiveness to the request for proposal, relevant experience, availability
of staff with professional gualifications and technical abilities, the results
of external guality control reviews, and price.

(b} Restriction_on auditor preparing indirect cost proposals . An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit required by this part when the
indirect costs recoversd by the auditege during the prior year exceeded 51
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
which the resulting indirect cost agreement or <ost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
serVi:es, this paragraph applies to audits of fiscal years beginning after
June 30, 1998B.

-

(ci Use of Federal auditors. Federal auditors may perform all or part
of the work required under this part if they comply fully with the
reguirements of this part.

§_ _.310 Financlal statements.

(a) Financial statementg. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizatlonal unit
and fiscel year that is chosen to meet the requiremenis of this part.
Howewver, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §__ .500(a)} and prepare separats financial statements.

{b) Schedule of expenditureg of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
coveraed by the auditee's financial statements. While not required, the
auditee may chooge to provide information reguested by Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for ecach award year separately. At a
minimuam, the schedule shall:

(1) List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
programe within a cluster of programs. For R&D, total Federal awards expsnded
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Serviges.
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3 Lrovide rotel Federal awerde £
am znd the CFDE number oOF oOLn&Y 108D
g nut available. e S :

rn o rndividual
¥ wnen “he CFDL

(4} Include notes thar deséripe the g3 rificant accounting
policies used in preparing ThEe schedule -
153 Te the extent practical, pass-through entities.should

identify in-the schedule the total amount DTOVWde Lo suDrECﬂpienrs from each
Federal program ; -

{&) include, im Eluhel +the schndule or a note to the schedule,
the value of the Federal awards erpended in the form of nen- cash ASElsCance,
the amount of insurance in effect durrng the year, and loans or-loan
guarantees. outstanding at year end. ~While not requlred it is preferable. to
present- this information in the scneaule : .

g ;3i5, A gudit findings follow up -

(a} General . The audﬂtee is® r&sponclble for foWIOW up and correctlve
acrion.on zll audit flndlngs As part of this respons*b111ty, the auditée
shall prepare a Summary schedule ‘of prlor -gudit findinhgs. : The -auditee shall

zlsc prepare. a corrective action Dlan ‘foY ‘current year audwt findings.  .The.
summary schedule of prior audit’ ndlngs_and the .corrective. action Dlan .shall
inglude the reference numbers the audito aSETQHS to audit findings under

5 .510(:),_ Since the summary’ schedule

1tiple years, it shall. rnCTude the
ﬂally occurred

avy. incliide audit findings.. from'.
cal xgar',n which th Afipding.-

(b) Summarv schedules oF - The summary scheduln of
prwor audlt findings shall’ report ‘the starcu of gll:iaudit findings 1nclud=d in
the prior audit's schedule of flndlngs ah&*questloned costs relative to
Federasl awards. The summery schedule. shall "also include aundit flndlngs .
reported. ip.the prior audit's summary schedule of prior audit f*ndlngs except
audit findings listed as corrected in “apEdTdance with paragraph {B) (1) of this
section, or no longer valid or nmot warranting further action in accordance
with: paragraph ib) (4] of thls.sect; 0.

{i) When audit f_nﬂlng ‘were_fuily corrected thy sunnﬂzy
schedule need only list the audit flndlngs and state that corrective action
was’ taken . . )

(2) When audit flndlng= were not corrected ‘or-were only
partially corrected; the summary schedule ‘shall describe tlies planned
corrective jaction as well as any. part1a1 correct1ve actlon taken

(3} When COIIeCthE actlon taken is slgnlflcantly dlfferent from
cofredtive action,n1ev1ously reported in &, ‘corrective action plan oOr in the
' ] " ragement dec1s;on, the summary

(‘) ‘When. the. audltee longer
va71d or do not warrant further acti . : shall: be
descrlbed in the summary schedule. A& valid Yeason for conswoerﬂng an audit
.not warranting furthex action is’ that all of the foiloWlng have

<o) Two.ye re have passed since the audrt report in wh:ch




the Tondipg oporurred was submizted o The Tederal oisarinonouss

ncy or pass-through e2nzizv 23 nol

(ii} The = 2
< e on cthe audit finding; and

Turrantiy Isnilowing up with

;iil; b management cision was not issued.

o
1]

ic) —orractive azpiop plan. At the completion of the audit, thne
auditee shall prepare a corrective action plan to address each audit Zinding
inclouded in the zurrent yzar auditor's reports. The <orrective actisn plan
zhall provide che name!s) of the contact person!/s) responsible for corractive
actisn, the corrective action planned, and the anticipated completion date,
If the audites does nat agree with the audit findings or believes corrective
action is not reguired, t“hen the corrective actian plan shall include an
explanation and specific reasons.

§ .320 Report submission.
(a) General. The audit shall be completsd and the data collection

form described in paragraph (b) of this section and reporting package
described in paragraph (¢} of this section shall be submitted within the
carlier of 30 days after receipt of the auditor's repuart({s), or nine months
after the end of the audit period, unless a longer period is agreed to in
advarnce by the cognizant or ovarsight agency for audit, ({However, for fiscal
years beginning on or before June 30, 1998, the audit shall be completsd and
the data collection form and reporting package shall be submitted within the
earlier of 310 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 audifee shall make copies available for public inapection.

) Data Collactjon. {1} The auditee ghall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
resulece of the audit. The form shall be approved by OMB, available from the
Federal c¢learinghousge designated by OMB, and include data elements similar to
those presented in this pavagraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditse compliad with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the information inc¢luded in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elaments:
(i) The type of report the auditor issued on the financial statements of

the auditee {(i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinicn).

(i1} Where applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such cenditiong were material weaknesses.

(ii1) A statement as to whether the audit disclosed any neoncompliance which
is matsrial to the financial stacements of the auvditee.

(iv) Where apwplicable, a statement that reportable conditicne in intermal
contrel ovar 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




fvrindg

lix)

(114)

{3iv)

(%)

{xviy)

_descrlbed in pdragraph ) : - s
applicable sections of the form.  The auditor shall 51gn a sta*emﬂnt To ‘be

réing agsnciss which will receive & copy of
suant o & - 3220(4) (2} <f OME Circdulaer
k yeS O L SLEiEemENt ag il whether tne guditee QuUa-:Zised 25 2 10w-
risk auditee under g 530 of OMR Circulsr R-1ZZ
The doliar thresheold used to d;st‘nghwsh between Tyne L ang Type t
programe ¢ defined in-§ 520 (b) of OMB Circular p X
The Carelog of Federal Domestic Zeseigtance [(CFDL) number for each
Federzl program, as applicable.

The name cf each Federzl program and identification of esach major
program. Individual programs wichin a cluster of programs should he
listed in the same lewvel: of ‘detzil as. they are listed in th= scheau*e
of expenditures of FndeLal awards..

The amount of eypendltures in the schedule of eypendlruVES or Fndersl
awards associated wlth each Federal program.

For each Wederal pTogram, a yes or 1o s*atemnnt as to whether th=r=
gre audit findings- in -each of ‘the following types of cornpllancn '
reguirements and the total amount cof any guestioned costs:

(%) Activities a2llowed or unallowed.

{B} " hllowable costs/cost principles.
oy Cash managemsit:
{D) Davis-Baccn Act.
. {E) Eligibility.
(F) - Eguipment:and Teal property. management.
(G) Matching} -level of effort, earmarking.
(H) Period of availability of Federal fumids.
(1) Procurement and suspen51on and debarment.
() ﬂProgram income .
(X3 " 'Real property acguisition and Telocatlon 35515tanﬁe
{L) Reportlng.n. S
My Subrecipient’ monltorlng :
{1} Special tests:and prov1510ns

ruditee Name, Employer’ Identlflcatlon Number(S)“ Name and Tltle of

Certifying OfflClnl Telephone Number, SlgnaLure, and Date

huditor Name Name 2nd Title of Contact Terson, Aﬁditdriﬁdaréss,
Auditor Telephone Number, Signature, and Date. ”

Whether the audltee ha= elther a cognlzant or overswght agency for
audit . Lo

The name of the ¢pgnizant or OVETSIth agency for audlt determlnﬂd in
accordance with § 400(6)-and § 400(b) IESpEC: ely

rEang: packa931
“-mplete the

(2)

ctioni the- aud1tor shaL

included as part of the data collection form that indicates, at a mlnlmum the
source of the 1nformatlon lncTudnd in“the form, the auditor’s responsibility
for the information, that’ the form is not & substitute for the. reperting

Paquge dssc;lhed 1n.pqragﬁ‘

n {c) of this section, and that the content of

a9




whe Inrm L3 limized to the data £lements prascribed by OME.

o) Reporting sackade. The reporting package shail include the:
) (3 Financial statements and scheduls of expsnditurss of
Faderaz. awards discussed in §_ ,310(a) and § .310 (b}, respectively;
(2) Zummary schedule i pricr audit f£indings Ziscussed in
§_ .315(b}; '
=y sudidor's report’‘s) discussed in § .505; and
13} Corrective action plan discussed in §,  .215({c}.
(d) Submission to clearinghouss. All audites=g shall submit to =he

“ﬂderal clsaringhouse designated by OMB the data collection form described in
aragraph {b) of this sectiom and one copy of the reporting package descrihed
in paragraph (c) of this section for:

- ":J

{1} The Federal clearinghouse to retain as an archival copy;
and

{2} Each Federal awarding agency when the schedule of findings
and guestioned costs disclosad audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the gtatug of any audit findings relating to Federal
awards that the Federal awarding agency provided. directly.

{2} Additional gubmisgion bv subrecipients. (1) In addition to the
reguirements discussed in paragraph (d) of this section, auditess that are
also subrecipients shall submit to each pass-through entity one copy of the
reporting package descrikbed in paragraph () of thie aection for each pass-
through =sntity when ths schedule of findings and gquestioned cogts disclos=d
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through =ntity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) {1} of this section,
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrescipient was conducted in accordance with this part
(inciuding the period covered by the audit and the name, amount, and CFD2
number of the Federal award{s) provided by the pass-through entity); the
schedule of findings and gquestioned costs disclosed no audit findings relating
to the PFederal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit - findings relating to the Federal award{s) that the pass-through entity
provided. & subrecipient may submit a copy of the reporting package described
in paragraph (c} of this section to a pass-through entity to comply with this
notification requirement.

(£) Requests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (¢} of this section and, if
requested, a copy of any management letters issued by the auditor.

(g} Report retention reguiremegnts. 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 paragrapb (¢) of this section on
file for three years from the date of submission to the Federal clearinghouse
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(i} r?eavlnqhouse address. The address of the Féderel clearinghouse
currently designated by 'OME is Federal rudit Clearinghouse, Bureau cf the
Census, 1201 E. 10th Street Jeffersonville, IN 47122, : : e

{31 Electronic f11¢ﬂq Nothing in this part shall preclude electronic
submieczions to the Federal clearinghouse in such manner as may be approved by
OME. With OMB approval, the Federal clearinghouse may pilot test methods of’
electronic submissions. :

Subpart D--Federzl hgencies and Pase-Through Entities
5 a2 Responsibilities.

ia) Coanizant agsncy for andit responsibilities. Recipients expending
more than $25 million (£50 million for fiscal years ending after December 31,
2003} & year in Federal awards shall have a cognizant agency for ‘audit. Thé
designated cognizant agency for audit shall be the Federal awaralng agency
that provides the predominant amount of direct funding to a. reci p|ent unTEss
OMB makes & specific cognlzant ~agency for audit a551gnment

Follow1ng is e*fectlve fof fiseal vears ending on or be;ore Decnmber 31, 2003:

Tc provide for. continuity of cognizancs, the determination of the- "edomlnant

amount of-direct'funding~§ha'lwbehba5ed upon direct Federal awards expended in
the recipient's fiscal years+ending-in- 1995, 2000, 2005, & exy fifth-year
thersafrer. For ekxample, audit ‘cegnizance for periods: end;ng in .1387 through
2000 will be determined based on Federal awards expended :in 1895 (Howevﬂr,‘
for States and local governments that expend more than $25 m1711OD & year-in-
Federal awards and have previously assigned cognizant -agencies for aualt the
requirements of this pevagraph are not effective until fiszcal years beglnnlng
after June 0, 40001

Following 1s _efectlve for flscal years ending after December 31 2003
The . determipation of the predomlnnnt amount of direct: funding sne.l e Desed
upen direct Federal awards esxpendeéd. in the recipients: fisca:

2004, 2009, 2014, and every fifth year thereafter. . For example. . 4
CDgnlpance for perlods ending: in 2006 through 2010 will be determined based on
Federal awards expended in. 2004 fHowever, - for 2001 through 2005,the”
cognizant agency. for audit "is determined based on ‘the predUMLpapt amount - of.
direct Federal awards expended in Lhe recipient's flscal year endl”g An DQD).

Notwithstanding the manner in Wthh audit cognizance is uetermlned ‘2 Fedérel
awarding agency- w1th eognlzance for an auditee may reassign cognizance tg .
another Federazl awarding. agency which provides substamtial dirgct’ fundlng and
agrees to be the cognizant:. -agency for aundit | Within? 30 asys, aftenw 1y
reassignment, both the old &nd the new cognizant agency’ for audit:shail
the auditee, apd;-if kqown” the: auditor of the reassignment. The cognlz nt'
agency for awdit shall:” : : : el

Provide "technical audit advice and liaison to. auditees and

er.auditee reguests for extensions to the report .




Suam. 58
mar rdan”

) {55 Obrain or conduct guality =ontrol reviews of selectsd
sud. s made by non-Fedérzl! auditors, and provide the results, when
aporopriale, to other incerested organizaticons.

(4) Promptly iniorm other affected Faderal agsncies and
rate Federal law enforcement oificials of any direct reporting by the

r
2 Oor iis auditor of irregularities or illegal acts, as required by GAGAES
s and rezgula:cions.

(5) Advise the auditor and, where appropriate, the audirese of
any deficiencies found in the audits when the deficiencies require corrsctive
action by the auditor. When advised of deficiencies, the auditee shall work
with the awnditor to take corrsctive action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the audit=e,
and applicable Fzderal awarding agencies and pass-through entities of the
facts and make rzcommendations for follow-up action. Major inadeguacies or
repatitive substandard performance by auditers shall be referred to
appropriate State lieensing agencies and professional bodies for disciplinary
action,

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

{(7) Coordinate a management decision for audit findings that
aff=ct the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective aundit. '

(9} For biemnial audits permitted under § .220, consider
auditee reguests to gualify as a low-risk auditee under § .530¢(a) .

(b} Qversiaht agency for audit responsibilities. An auditee which
does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
§ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
reguested,.

(2} May assume all or some of the responsibilities normally
performed by a cognizant agency ior audit.

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

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

award.

(2) bdvise recipients of regquirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements. .

{3) Ensurz that audits are completed and reports are regeived
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of che compliance supplement to OMEB.

) Dass-through entity responsibilities. A pass-through entity shall
perform the following for the Federal awards AT makes:

(1) ~ Identify Federal awards made by 1nform;ng each”
supreciprent of CILA title and number, award name and pumber, award year, if
the award is R&D, ‘drd name of Federzl agency. . When .some of 1'hJ.s information
iz not avaﬁlab¢e,'the pass-through entity shall’ prov1ue the nest lnfDTmatan
avaiiable to. aﬁscflbe the Federal award. e T

L (2)” i? Adv1se subre51plents of requlr,men'sllmposed on them by
Federal laws,;regulatlons and the provisions:.of conktracts or grant agre
as well as any supplemen*al requirements meosed by the .DREE- th;ough =nt

(3} Monltor the activities of subrec1plents as HECESSdTy to"
ensure that Federal awards are used for authorized purposes in compliance with
laws, *egu’atlons, and the provisions of contracts -Qr: grant agreemﬂnts and
that perovmance goals are achieved. . ;

(&)
fiscal years ending after December 31 - B =
the subrecipient's-fiscal year have met the . audﬂt *equlrement
for that fiscal. year-~ . .

(E)?‘ ue a management decisionon ﬁud
monthe after receipt of the subrecipient’'s audit raport,and ensure that the
subrecipient, taYes appropriate and timely corre tive E.tlDﬂ

(65" Con51der whether subrecipient aundits nece551ta*
ad]UStm=n+ of the pass-through entity's own records.

(7}
entity and aud_ta_
necess;ry for the

£&qu1Te each subrecipient: o “permit the pass-through
0. havg access to the records and;financial. statnments as
ass-through entity to comply‘with this:

: fa)
not: the- audlt -f

e7pﬂcted audit

u;ly state whether or
and the

If the auditee has not
shouid be gﬂven Rr'

addlt;onal
for aud;;o

:',ff75; the cognizant
management decision
&n  one, de ral agency

ﬁiect the programs gﬁ}m




provided in §
ULDZ 8 Tansgement

makes o razcipients. hlternate a**angnmangs may e mad
nasis DY agreement among The Pederal agencies concerned.

) el Pass-“hroyugh snticy bs provided in § .400(d) (5), =—he pass-
wnrough e2ntity shall b2 responsible Ior making the management dz2cision for
audit Jindings thar rslats to Faderal awards it makss o subrecipients,

‘dl Time reguirements. The entify respongible for making the
management decision shall do so within six months of receipt of the audit
report.  Corxrective action should be initiatzd within six months afier receint
of the audit report and procsad as rapidly as possible.

le) Reference numhers. Management decisions shall include the
reference numbers the auditor assigned to szach audit finding in accordance
with § 510 () .

Subpart E--auditors

§ .500 Scope of audit.
(a) General. The audit shall be conducted in accordance wibth GAGAS.

The audit shall cover the entire operations of the auditee; or, at the gption
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expsnded or
otherwise admlnlster=d Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and scheduls of expenditures of Federal awards ghall
be for the same fiscal year.

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

{c) Internal control. (1) In addition to the reguirements of GRGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programsa sufficient to plan the audit to support a low
assessed level of control risk for major programs. .

(2} Except as provided in paragraph ({(c} (3} of this section,
the auditor shall:

(i) Plan the testing of internal contrel over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance requirsments for each major program; and

(i1) Perform testing of internal control as planned in
paragraph f{c) (2) (i) of this sectionm.

(3) When internal control over some or all of the compliance
raquirements f£or a major program are likely to be ineffective in preventlng or
detecting noncompliance, the plannlng and performing of testing described in
paragraph (e) {2} of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
{including whether any such condition is a material weakness) in accordance
with § .51D0, assess the related control risk at the maximum, and consider
whether additional compliance tests are reguired because of ineffective
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(50 rommlignce . (17 in addition to -Lhe.reguirementg of GAGRE, the

1 =

zgucizor sha derermine whetner tne audites has ed with Yaws,
requiations, and the provicions of CONLIacLs O Egreemerits that may have
s diréct and material effect on sach of its: wajor progvamC

12} The pTWﬁC‘Dc- compliance regurirements applicable Lo most
Federzl programs and the' compliance regquirements of lzrgest Federzl
programs are inmcluded in the ﬁJmpr;en-etsupp_em nt . - :

) (3) ‘For the compliance.‘reguirements related to Federzl

programs contalned in the compliance supplemsnt, an eudlt of, these compliance
requirements will méet the reguirements: of this. par* . Whére theré have been

changes to the compliance requirements and the changes are not reflected 'in
tne compllance supplement the audivor shall. determine the current compliance

eguirements” and modlfy the audit procedures;. accordlngly For those Federal
programs not covered in the compliance supplement the auditor should ise  the
types of compllance requirements contained im the’ compliance supplement as
guidance for ‘d“nt;leng the” tyoes of scompliance Teguirement s to test, and
determine the reguirements governing the Federal, program by reviewing the
provisions of contracts and grant agreements and the laws and regulations
referred to in such contlacts and grant agreements

{2} The complﬂance testlng shall;lnclude tests of t*ansactlons
and, such other aunditi ing procedures necessary Lo provu‘l-= the auditer suftlc1ent
ev1dence te support an OplnlOn on complﬂance

8 'g,-—,y.
(e) Zudit follow-up. Tne auditor shall rollow up on prlor audlt

findings, perform procedures 'to assess: thk’ reasonableness of the SUMMaTY -
schedule of prior audit flndﬂngs p*epared by the aunditee in accordance with

5 .215({b}, adhd’ report as & currentsyear: @atdit finding, when the auditor
concludes that the summary :schedule of-priorsaudit i dlngs margrially -
_mlsrepresents the sratus of any prior audit flnmlng “The audltor shall”
perform azudit follow-up proceaures regardless of whether a leOI audit flndﬂng
relates to a major program in the current yeari. '~ L de

(£} Data Collection Form. ‘BB requ'red ins§. -.220{(k) (3), the auditeor
shall complete and sign specified sectlons wfthe data cellection form.

5 .505  Aundit "Epdrtlng

.. The auditor's report(s) may be in the form ot e1ther combined or
separate reportf;anﬁ ay be‘organlzedfd fféteritliys from the manner presented in

thls Sectlon‘ .gh rate.that the audlt wasé_j

&n oplnlon (or dlsclalmer of.oplnl ') =33 to whetner the rlnanc1a1
g respects in conformity with

(&)

oplnlon)
pregented fa Ly..in,
statementq taken as & 'whole.
(b 2 report on nternal control e afed to the frnan01a1 statements
and major programs. . This. report shall descri : : ;
_nternal control and the results of ! the te

reguletions,'and the provisions
ce. with which could have a2 |




Tt on tne ILnanc.al im
r dizclaimer of o3 1
ions, and the pro ments Wi
conid havs a direct and material =2fZsct on =ach maior program, and, whers
app..oable, refer -Co Cnhe separate schedule of findings and guestioned costs
descraibed in paragraph {(d) of this ==zction.
id; A schedule of findings and guestioned costs which shall include
the following thrse componencs: :
f3y 2 summa:ry of the auditor's results which shall include:
{1} The type of report the auditor issued on the

financial statements of the auditee (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinien}:

(ii} Where applicable, a statemsnt that reportable
conditions in internal control were discloged by the audit of the financial
statements and whether any such conditions were material weaknesses;

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

(iv) Where applicable, a statement that reportable
conditiecns in internal control over major programs were discloged by the audit
and whether any such conditions were material weaknasses; '

{(v) The type of report the auditor issued on compliance
for major programs {i.e., ungualified opinion, qualified opinion, adverss
opinion, or disclaimer of opinion};

(vi) A statement as to whether the audit disclogsed any
audit findings which the auditor {is reguired to report under § .510(a);

{vii) An identification of major programs;

{viii)The dollar. threshcld usged to distinguish between
Type A and Type B programs, as described in § .520 (b} ; and

{(ix) I statement as to whether the auditee gqualified as
a low-risk auditee unger § L530.
(2) Findings relating to the financial statements which are

reguired to be reported in accordance with GAGRS.

(3} Findings andiquestioned costs for Federal awards which
shall include audit findings as defined in § .510 {a).

k=
(i} Rudit 'findings (e.g., internal control findings,
compliance findings, gquestioned costs, 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.

{(ii) Audit findings which relate to both the fimancial
statements and Faderal awards, as reported under paragraphs (d) {2} and (d) (3}
of this section, respectively, should be reported in both sectioms of the
schedule. Howsver, the reporting in one gsection of the schedule may be in
summary form with a reference to a detailed reporting in the other section of
the schedule.

§  .510 sudit £indings.
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programs. Th tor's T tion of. whether a deiiciency in internal
control is & ablie = LL for vhe purpose of. reporting ap awdit
finding is :In ion to & type oI compliance reqe~*=ment fgr & major program
oy an audit ve identified in the compiiance. supplemsnt. The auditor
she:l dasntify rraple conditions which- are.ﬂ;d vroual'j or cumulatively
materizl wsakne . o :

] Material noncompliance with the provicione of laws,
regulations, conzracts, or grant agreements related to & major program. The

zuditor'5 determination of whether a noncempliance wi th the provisions of
laws, T’egu"at:.or's _contrac_o, or grant agreements-is muTErlul for the PRIPOSE
of reporting ao audit finding ig in relationmifo, Lype- of'oompWrance ]
requirement for a major pVogram or an” audltm bgec;;ye identified in the’ e
compliance Equ1€m=nt r - e e L T

{3) - ‘¥nown guesticned!costs which:are greater than £$10,000 for
a type of compllanﬁe requ1rement for ‘e major: program Known questloned costLs
are those specifically identified by the audito -In evaluatlng the” effect of
guesstioned coets on the opinion oh complmance,,.he audrtor considers the best
estimate of totzl costs gquestioned (likely quastloned costs), not Just the
quest1oned costs specifically identified {known guestioned costs}. The
auditer shall also report known guestioned ‘costs when likely questloned COSLS
zre greater than $10,000 for a type of compliance requirement for ‘a major
program. _Ino Teportlng guestioned coste, the auditer shall include informaticn
to provwde proper ‘perspective for judglng the prevalence and conseguences of.
the qu=5tloned costs . i

: (4)' Xmown questloned coste;whlch are: great
a Federal picgran which is nbt audf'f
follow-up, the auditor -is not- Fequi: Svoart to performxaud
procedures for such a Federal program; therefore, the auditor will normalﬂy
not find guestioned costs for a program whichi ds-not audited as; a major.
Drogram-meowever, if the auditor does become aware of questlonad costs. for a

‘$1o 009,

then tne

such crroumstances are: othe,rsm se reporned e auds
findings and gquestioned costs for FEﬁeral awards

(6) .

Known fraud affectlng a Federal award unless such fraud
in 2 ' findings -and

'-Tnstances wWher Mol Sl o ; ; CEC -3
dlSClDSod that the summary 5chedu1e of prlor audlt flndlnge prepared by t-e"
auditee. in accordance with § “' 13 " presents Lhe statue oF
any prlor audlt.F"ndlng o B :




snmiuded, as applicanie, in avd.t Ifindings:

o % Federal program and speciiic Federal awayd identification
~nTiuging the CFDR titie and number, Faderal award number and yezw, nams oF
rerderal agency, and name of the applicable pass-through enticy. Wnnn

=
infgrmation, such as the CFOp title and number or Federal award number, -z not
aval.ablie, tne auditor shall provide the best infgrmation available to
duszribe tne Federal award.

(2) The
imetn

N _ rite iz or specific requirement upon which the audit
find:ng 1s based, £a

tatdtory, regulatory, or other citation.

() The copdition found, including facts that support the
deficiency identified in the audit finding. '

(4) Identification of guestioned costs and how they were
computed.

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

(&) 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 corrective action.

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

{8) Views of responsible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbers. EBach audit finding in the schedule of findings
and gquestioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§ .515 audit working papers.

{a) Retention of working papers. The auditor shall retain working
paperd and reporis for a minimum of thrsze 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 sntity to extend the retention period. When the auditor is awars
that the Federal awarding agency, pass-through entity, or auditee ig
contesting an audit finding, the auditor shall contact the partieg contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

{D) hooegs to working papers. Audit working papers shall bes made
available upon reguest to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAD at the
completion of the audit, as part of a guality review, to resolve audit
findingsg, or to carry out cversight responsibilities consistent with the
purpos=s of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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& Gensrel | " iTor |
wn:coh Federzl programs are mejo¥ programs. This risk-based approach-shall.
include consideration of urrent and pricr zudlt &lDEI-&D”&,:DV&ISlghE oy
Fedsre! agencies anc pass-through =nt*tﬁes and tne inherent rigk of tche
Fedsral program The process in pavagvaphs (o} through (i) of this section
gha’.l be followed : -

j2¥ Ster 1. (2} The auditcr shall ;d=n_ify The large‘ Federal
programs, which enasll be labeled Type B programs. Type R programs are defined
as Federal programs with Federzl awqrdc eypended during . the audit period
erxceeding the larger of: o i o

1%
e

iy . ¢500 ‘000 -6r three percent {.02%} of total Federal
awarde expendesd in the cése of an zuditee-for which totel Federsl .awards.
expended egual or exceed S300,000 but are less than or egual. to 3100 m11110n

(11} 53 m;lllon or three- tenths of one. spercent { 003) of
Feae*al aWaTdS expended eyceed 5100 m11110n but are less than or equal t5 810
billiomn. :

(iid) 530 m¢|110n or 1E hund_edths of on° pe*cbnt (. ODLﬁ)
of total Federal awards expendad in the cage of an auditee for whﬂch total
Federzl awards erpended excesd %10 billion.

12) Pederal programs not labeled Type A under paragraph (b (1)
of tnls gection shall be 1abeled Type B programs

(2} The_lncluSﬂ o of Ta?ge lozn and 1oan guarantees (leans)
should not result in the excluslon of"bthér ‘programs as Type E progyrams. Whén
& Federal program pvov1dlng loans: slgnlfﬂcantly affects the- number T ELlZ
Type A -programs, the auditor shall.consider this Federal program as.a Type A .
program and exclude its: values Ln derermlnlng other Type B p*ograms

14) For blennlal audlts permltted under § 220 che"'
determination of Type 2 andd-
awards expended during the two ye_

(c) Step 2. (1) -~ 5hall identify Type & p-@grams‘whlch are
low-risk. For a Type A program to be considered low-risk, it .shall bave been
audl €d a5 a major program in‘ab 1gastjone of the two most recent audat
periods {in the most recent audl 'the case of a bienmial audit),
and;-in the most recent.- audlt,pe 1 lt S all ‘héve had’ ng-avndit-findings: o

may e, judgment and conslde
S51042)(3) and

audit flndlngs from guestionad ‘costs

fraud under § - .510{a) (6}, and
prior audit findings: under-§
from bieing low-risk: Thea
§_ .525{d)(1), §  .5254d)
follow- up, whether any Chang

schedule Df
3 e ‘A program

y; the res
o7 -systems” afxec n} :
apply profess dnal

pagagranh (c)( of this se
approve a Federal awarding ‘agenc: guest that' & Type4 - > .
recipients may not be considered’l ek For‘eyample LA ma, be, necessary
for. a Targe Type A ‘program, Lo be & ted ‘ag major each year at. partlcular
recipients’ to allow the: Fede*alzagency tio comply with the Government
Management’ Reform Act of 1994 {372:°0.8.C: .3515) . The Federal agency shall

notlry the Ieclpﬁent and £k W the nudltor at 1E:St g0 duysﬂprlor to‘;he




L

2ud L the Tizcal wzar o one audited ol OMD s approval

o) Tne zuditor shall [s=ntify Type 3 programs whicth are
high-zisk using prof ional judgment and the criceria in § -225. Howsver,
snould the audigor T Option 2 under Step 4 !pavagraph (e) (2) {i) (B) o
trnis section), the or 1s not reguired to identify more high-risk Type 3
Srngrams Chan the number of low-risk Tyvpe B programs. EBxcept Zor known
reportable conditions in intermnal control or compliance problems as discussed
in §___ .525(b} (1), §___.525(b) (2}, and §_  .525(ec) (1), a single criteria in
§ __.325 would seldom cause a Type B program to be considersd high-risk.

'd) 3tep .

12) The auditor is not expected to perform risk assesswments on
"ﬁlc ively swmall Federal programs. Therefore, the auditor is only reguired to
cform risk assessments on Type B proagrams that exczed the larger of:

(i) $100,000 or three-tenths of one parzent (.002) of
tofal Federal awards expended when the auditee has less than or =qual to 3100
million in total Federal awards expended.

{ii) $300,000 or :-hree-hundredthd of one percant {.2003}
of total Federal awards expended when the auditee has more than $I00 million
in total Federal awards expended.

(e} Step 4. At a minimum, the auditor shall audit all of the
following as wmajor programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identifi=d 28 low-risk under Step 2 {paragraph (¢} (1) of this
saction) .

(2) (i) High-risk. Type B programg as identified under
either of the following two options:

() Option 1. At least one half of the Type B
programs 1dnnt1fled as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e} (2) (1) (A} does not reguire the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identifisd as low-risk undexr Step 2.

(B} Optiop 2. One high-risk Typ= B program for
sach Type B program identifiesd as low-risk under 3tep 2.

(ii) When idemtifying which high-risk Type 8 programs to
audit as major under either Option 1 or 2 in paragraph (e} (2) (i} (&} or {(Bm),
the auditor is encouraged to use an apprcach which provides an opportunity for
diffarent high-risk Type B programs to be audited as major over a period of
time.

(3} Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section. -This paragraph (e) (3) may require the auditor to audit more programs

ag major than the number of Type A programs.

(£} Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate
encompass at lesast 50 percent of total Federal awards expsnded. If the
auditee meets the criteria in §__ .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Fzderal awards expended. :

(g} Documnentation of risk. The auditor shall document in the working
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S AT de:erminizgrﬂejor programs.

Eudi r'C'ﬁﬁddméﬁtj “Wnsn The MEJoOr program, ae:erm ation

i WES.
periormec and GOﬁumene=d in accordance with this B2IT, tpe,aud_rarjs_judgment
ir, applying the.risk- -pased @pproach to determine mejor.programs shall be
presumed SOYTEST . Cna'lenge= by Federal agencies and. pass-through enctities
shall only be for clearly nmproper use ‘of the guidance in this part. However,
Federal agencies and pacs- through entitles may provi de.anditors guwaanﬂe anour
the riskh of & par:c 1cu ar Federzl program and the audizor shail consi dnv this
guidance in determining rig ] or p‘ngamS in augite no* ¥EL: comp]

&) Deviation From use o?:risy criteria . por first-year audits, the‘

zuditor may elect to determine major programs as 21l .Type Aiprograms plug any
Type B programs as necesgayy to meet the percentage of -coverage-rule discussed
in puragrdph (£) of thid section. Under this option; the anditor would not. be
required to perform the procedures discussed in Dardgraphu (e), {d), and (&)
of this section. .

(1)," A flrst year audit is the first year The entlty *s zudited
under this part. or; the flrst year of a cnange of auditers. : - -71‘ :

(2} ' To gnsSuré that a frequent change of audltors would not
preciude audit of high-risk Type B programs, this election for firsc-year
audlts may not be. used by an auditee more than once in every three Years.

§ .E25 Crlterla for Federal program risk,

(2) Generzl. The auditor's détermination should be based on an .
overall evaluation; of..the risk of noncompliance occurring which could be-
material to the Federal program ~ The zuditor shall useiadditor judgment” and
consider griteria, such as described 'in paragraphs Y, le), rand 4d)sof hls
section, to identify riskX in Federal programs. Also, as part of the ri :
‘analysis, the auditor may-wish to discuss.a partlcuiar Federal:- program w1th
'audlfee management and the Federal agency or pass- through -hou oty iy SRR SR o

(b} Current and Drlor audit experience. (ay Weakne=se5 in. ipternal
_control over Federal!programs would indicate higher risk. - Conslderatlon
should be given to the control environment over Federal , c
factors as the eypectatlon of management's adherence o app11cable 1aws and
regulations and th":rovle;ons of contragts and grant- agrenmpnts and the
competence and- exp 'lenc ersonnel who admlnlster

(1) A-?ederal program admlnlst
1nterna1 control strucrures fay have higher risk. ~When gts&ssing riskedAn:a.
large single audltfwtheza itor: shall consider whether weaknesses are lsola*ed

~in & simngler operatlng uni =g . one college campus} o
the Entlty R i e 8

.(ii) ; When Elgnlflcant parts of & Federal‘program are_.ﬁ
passed through to subrec1plents, a weak system for monltorlng 5ubrec1p1ents.

flndﬂngs coqu have a
.corrected :

cas major programs-—




may e of higner risk than Federal Troglams recentlv audited ar mElioy programs
wothoul audlt Zindings
iz Oversiohy exXercised by Federal agencies apd pass-through entities .

it Oversight axercisad by rederal agencies or pass-through entities couid
indicate risk. For example, recent moniioring or other reviews pexricrmad by
an oversignt entity which dlaclosad no significant problems wou:d indicate
sower risk. However, monitoring which disclosed significant probiems woulid
indicate higher risk.

(23 Federal aaencies, with _h° concurrence of OM3, may

identily Federal programs which are nigher risk. OMB plans to provide thisz
identification in the compliance supplement.

(d} Inherent risk of the Federal program. (1} The nature of a
Federal program may indiecate risk. Consideration should be given to the
complexity of the program and the extent to which the Federal program
zontracts for goods and services. For example, Federal programs that disbursae
funds through third party contracts or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise bs at low-risk.

(2) The phase of a Federal program in ics life cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may incrzase
risk.

{3} The phase of a Federal program in its life cycle at the
auditee may indicate risk. Por exampie, during the first and last years that
an auditee participates in a Federal program, the risk may be higher due to
start-up or closeocut of program activities and staff.

{(4) Type B programs with larger Federal awards expendsd would
be of higher rigk than programg with substantlally smaller Federal awards
expended .

§ .530 Criteria for a low-risk auditee.

2n auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall ‘qualify as a low-risk auditesz and be eligible for reduced audit
coverage in accordance with §_ .520:

{a} Single audits were performed on an annual basis ip accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit. '

(b) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were ungualified., However, the
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a

wajiver.

(c) There were no deficiencles in intermnal control which were
identified as material weaknesses under the regquirements of GAGAS. However,
the cognizant or overaight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide

a waiver.
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i In-ernal contro: Qefrcliencise

3) Fnowr or 1:kely guestioned costs that sxceed five percent
of the totzl Federal awards expended for = Type 2 program during the year.

Bppencix L to Part - Data Collection Form (Form SF-ShAC)
jinsert SF-SLT after finalized]

rppendix E to Part __ - Cirgular AR-13% Compliance Supplement
Note: Provigional OMB Circular R-133 Compliance Supplemsnt is available
from the Office of administration, Publications Gffice, room 2200, New

Executive Qffice Brilding, Washington, DC 20503.
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“‘Agreement”) is made and entered as of October 1

2009 by and between One(n Loy, Beady e a_covperation

[corporation, partnership, dba], whose business Gddressis: 20T . Yyt Streed

Beath , (A FG081Y (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, inciuding, 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 ASSQOCIATE.

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 infarmation

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 heaith
information by Business Associate in violation of the requirements of this Agreement.

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

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

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

ATTACHMENT E
PAGE 1 of 5 PAGES




g.

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

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

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

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

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

a.

d.

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

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

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

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

OBLIGATIONS OF COVERED ENTITY.

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

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

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed 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 permitied under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

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

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

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

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

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

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

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

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

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

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

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

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

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

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

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

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

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

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

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

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

Regulations and California law.

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

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

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

costs, including appeals. :

NOTICES. Any. notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Bilvd., 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:

I'lé ,20 [0 By:

(Name of Business Associate)

o Qe ln Lona Beach, [nc.

“(corpdyation, partriefship, individual)

i
R

persoH legally alfJowed to bind organization)

Tite: _Ladeam exeantive Divedar

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation
" Assistont City iianaier

JU*\ Z5 ,20]0 By: (\;\/ EXECUTED PURSUANT

City Mapager or designee TO SECTION 301 OF
“City” THE CITY CHARTER.

The foregoing Agreement is hereby approved as to form this /B#h\' day of
J &nmnanad 20

ROBERT E. SHANNON,
City Attorney gor designee

Deputy -/
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ATTACHMENT “G”




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 o which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the

Definitions and Coverage sections of rules implementing Executive Order 12549.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

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

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

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

Nothing contained in the foregoing shall be constructed to require establishment of a
systermn 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, inciuding suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: O/f/’/ [V’ W B(ﬂ%r (Wé
ized Representative; Pf/\le),mé gd/lVVH d’('\({(/l'{'gf/fm g({cﬁ Dﬂf&fﬁ]f

(|5 (2010
U pate
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ATTACHMENT "H”



CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that ali
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification 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: le{' (Z] (JVW\ %fﬁd/l (ﬂc-
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