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CONTRACT FOR SOCIAL SERVICES

- 31475

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 BOYS AND GIRLS CLUBS OF LONG BEACH, a
California nonprofit corporation (“Organization”), with offices located at 3635 Long Beach
Boulevard, Long Beach, California 90807, 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 Contraét, the parties ‘agree as follows:

Section 1. The above recitals are true and correct and are incorporated
1
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110”, Attachment “D”
entitted OMB Circular A-122", Attachment “E” entited “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City's Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.
Section 4.

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fourteen Thousand Dollars ($14,000.00) 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
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Disallowed Cost Report is intended to provide detail to Organization for the
purpose of communicating disallowed costs due to reasons of insufficient source
documentation, ineligible expenses, exceeded line items, and other similar
reasons. In the event that an item is disallowed in the invoice, Organization will be
permitted to resubmit the disallowed costs along with adequate source
documentation, other eligible expenses, and the like in the next invoice. The City
reserves the right to refuse payment of an invoice (a) received by it thirty (30) days
after Organization provided the services relating to that invoice; (b) including
inallocable or ineligible expenses; or (c) for the unauthorized expense of funds
requiring written approval for budget changes or modifications.

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

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

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

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

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

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

Section 5.

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

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

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

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

Section 6.

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

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

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

Section 7.

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

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

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

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmiess the City, its
Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the Claim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.

Section 10.

A. Organization shall procure and maintain at Organization’s
expense (which expense may be submitted to the City for reimbursement from
grant funds allocated to Organization if itemized on Attachment “B”) for the
duration of this Contract the following insurance and bond against claims for
injuries to persons or damage to property that may arise from or in connection with
the performance of this Contract by Organization, its agents, representatives,
employees, volunteers or subcontractors.

(1)  Commercial general liability insurance (equivalent in
scope to ISO form CG 00 01 11 85 or CG 00 01 11 88) in an amount not
less than One Million Dollars ($1,000,000) per occurrence and Two Million
Dollars ($2,000,000) general aggregate. Such coverage shall include but

not be limited to broad form contractual liability, cross liability, independent
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contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 15. The City Manager or histher 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.

"
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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.

BOYS AND GIRLS CLUBS OF LONG

BEA a California nopprofit corperation
Dec. 10, 2009 , 2009 B /

~ President >
Ir Miller

Dec. 10, 2008 /71_ egzir Print Name

ExecutivZ Director

Don Rodriguez
Type or Print Name

“Organization”

CITY OF LONG BEACH, a municipal

corporat@x ~ Assistant City Manager
{ZS ,20(0 By f- "EXECUTED PURSUANT
) ( ~ City ManageFO_SECTION 301 _OF

THE CITY CHARTER.

“City"
This Contract is approved as to form on f,/ /|3 , 20[@.
ROBERT E. SHANNQMX: City Attorn
By \N [ A

s

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

Scope of Work
AGENCY NAME: Boys & Girls Clubs of Long Beach CONTRACT NUMBER:
PROGRAM OBJECTIVE:
QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4
Goals: T‘:::{f::)" 10/1-12/31 11-3/31 4/1-6/30 7/1-9/30

Actual Cumulative

Actual Cumulative

Actual Cumulative

Actual Cumulative

1. Select 95 youth from daily attendance of 125 with grade level
deficiencies for targeted tutoring in core academic subjects

93
2. Increase academic performance in key subjects (English, Math,
Social Studies, and Literacy by one letter grade on report cards in
60 of the members 51
3. Improve AP}{Academic Proficiency Index) scores in English, Math,
and Social Studies by 1 scoring level for 55 of the of the members
51
Total Unduplicated Clients Served: 93

SSG Scope of Work 09-10 Org

Attachment "A"
Page 1 of 1

1/7/2010, 3:08 PM
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Program Budget for

CITY OF LONG BEACH

2

AGENCY: Boys & Girls Clubs of Long Beach City Contract #

ITEM/PERSONNEL

ALLOCATION

BUDGET JUSTIFICATION

1. Site Director/Education Specialist - 54% FTE - Antonio

Site Director oversees all staff and implements the educational intervention curriculum

HPalacios $7,500 in partnership with Academic Advisor and Education Support Staf
b Education Support Leader - 25% FTE - Eyelyn Choi $3.500 )I;:::t%atlon Support Leader executes educational invertion curriculum with targeted
3. Art Specialist - 21% FTE - Julian Aquino $3.000 Art SpeC|a!|st implements amstlc. agtwutuesw to engage youth who are disengaged from
the education system and have limited academic skills
TOTAL PERSONNEL $14,000 Total Personnel to be Reimbursed
OPERATIONS $0
TOTAL OPERATIONS $0 Total Operations to be Reimbursed
TOTAL PROGRAM BUDGET/CLB CONTRACT $14,000 [Total Program Amount to be Reimbursed

$8G 09-10

/

ignatur

SSG Program Budget 09-10 Final

Attachment "B"
Page 1 of 1

1/11/2010
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FARIS 200-214 [RESERVED]

PART 215—UNIFORM ADMINISTRA-
TIWVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS OF HIGHER EDUCATION,

HOSPITALS, AND OTHER HNON-
PROFIT ORGANIZATIONS (OMB
CIRCULAR A~110)

SeC

2154 ADOUL LS DRTL

Subpart A—General

21¢.7 Furpose.

218.2 Deflimitions.

215.5 Effech o othier 155uances.

215.¢ Devialions

2155 Subewaras

Suppar B--Pre- Award Reguirements

21510 Purpose.

21£.11 Pre-awart policies,

215.12 Forme for applying for Federa! assisi-
ance.

215,13 Debarment ant sGSpensicorn.

23514 8peoal awerd conditions.

215,18 Metnc system of measurement.

2iE.16 Tuespurce Conservation and Recovery

AGL.
Certifications and representalions

Subpart C—Fesi- Award Reguitermnents

FinaNCIAL AND PROGRAN MANAGEMENT

212,20 Purpose of financial ang
Mmanagement

o2 Standards for financis: menagerment
S¥ELeInis

Faymeni,

Cost sharing or matching

Frogrem income

2F Revisiol, of Dbugget

I ans

DIOET&IN

b3
e

[ERERTEE
N
-~

2 Y-;\?‘

3

=l Program

21026 Non-Federa! andine,

2127 Allowable CcosLS

22028 Feriog of avalianility of funds.
21£.28 Conditions] exeILpLIORE.

PROPERTY BTANDARDSE

21230 Purpose of property stantards

21831 InsuranGe Goverage.

215,30 Rsal properiy

210,28 Fedsrallyv-owned snc eremp. Prop-
MY

210.3¢ Rowipment

2:0.30 Supplies and Other eXpenGiaDie Prop-

20y,

ZHEIBIE DI GRETLY
LDEILY LULRST FEIAllonshly

THODURBMENT ETZNLARDE

21040 Turpoest of PrOCUvEInEnT sland=ris
215 47 Recipient responsivilities

215 4f  Codes bl eoniuol.

415,42 Competition.

215 44 Procurement procedures

215,45 (Cost anf Price £naiysis.

21546 Procurement records
21547 Contrasi eGmADsiralicr.
1248 Contract provisions

EEPORTE ANL ERCORDS

y PurposSe of reports &nf records.
215.5 Monitoring &nRd TepoTruing pProfTaln

perinrMmanse.
21645 Finalcla. Tepcriing.
32,55 ERetention and access reguirements

for records,
TERMINATION £NL ERFORCERMENT

215,60 Purpose of termination and enfores-
ment.

218.61 Terrmnation

215,62 Eplorcement,

Subpart D—After-the-Awarc Reguiremenis

21570 Furpose.

2:5.71 Closeount proceaures.

21£.72 Bubseguent &adjusSuInEnis
“inuing responsibllinies.

220 Coliection of amonnts dug.

_PPENDIY. & TC FART 25—DONTRACT Frovi-
S1OME

end  LOL-

AUTHORYTY: 33 U.8.C. 603, 81 U.R.C. 3iil; 4%

TV.E.C 408, Reorganisetion Plan Ne ¢ of 1870
E.0. 115431, 38 FR 10737, 8 CFE, 1860-1870. 1
g3e

SOQURCE. 68 FL
vtherwise noved

20281, May 1l, 2004, unlese

£215.0 About this part

(a2} Purpose, This part containg OME
Euidence v Federal agencies on the ad-
ministration of grante LG &Ll agTree-
ments with 1nsvitutions of nigher edu-
cabion, nhospitals, and othier mon-profit
organizations. The puidance sets forth
standards {or oblzining consistency
and uniformity in the agencles admin-
Buralor o those granbs and agree-
TLENTS.
(0; Apphoaini

Except as pro-
ndards set forth in
, te all Fegeral

iue specifically

ATTACHMENT |
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prascrihos pollcies or 51 i reguire
miantg shal differ from sorindurds
provided in khis pars, Whe provisions of
e statute shali govern

%y The provisions of subparis A
chrough [ of this part shall be applied
hy Federal agencies to reciptents. Re-
cipients zhall apply the provisions of
those subparts to subrecipients per-
Torming substantive work under grants
and agreements that are passed
throagh or awarded by the primary re-
cipient, if such subreciplents are orga-
nizations described in paragraph (a) of
this section.

{2 This part does not apply te grants,
contracts, or other agresments be-
twean the Federal Government and
units of 3tate or local governments
novered by OMPB Circular A-102,
“Frants and Cooperative Agreements
with State and Local Governments''i
and the Federal agenciles’ grants man-
agement common rule (see §218.5)
which standardize the administrative
reguirements Federal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part applies
ta subawards made by State and local
governmenss to organizations covered
by this part.

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

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

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

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

{3) Reviewing Faderal agency regula-
tions implementing the guidance in
this part, as requirsd hy Executive
Order 12866,

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

'Gee 5 CFR 1310.9 Tor availabllity of OMB
circulars.

40
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wnere adeguate Justifical:on r pre
sented,
(5 Conducting oroad over "M

govarnment-wide compliance with L
guidance in this part

i1y Federe! ogency responsiniiitizs. The
rnead of cach Federal apency that
awards and administers grants and
agreamenss subject te the guidance in
this part is responsible for

(1} Implementing the guidance in
subparts A through D of this part by
adopting the language in those sub-
parts unless different provisions are re-
guired by Federal statute ar are ap-
provad by OMB.

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

(3) Reguesting approval from OMB
for deviations f{rom the guidance in
subparts A through D of this part in
situations where she guidance reqguires
that approval.

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

(e} Relationship (o previous issucnce.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the atbach-
ment o the OMB circular. Appendix A
to this part contzing the guidance that
was in the appendix to the atiachment.

Ny Injormaition Conlact. Further infor-
mation concerning this pari may be ob-
tained by contacting the Office of Fad-
eral Financial Management, Office of
Management and Budget, Washington,
DC 205803, selephone (202) 395-3093.

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

Subpart A—General

§215.1 Purpose.
This part establishes uniform admin-
istrative reguirements for Federal

grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except zs provided in
§215.4, and §21%.14 or unless specifically

didl

by A ~
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SIE Cacuiars and Guidance
Fed oELabute O &l )
NOon-proflh OrgAriisetilnE

Fedsra! programs o
£ nlse Bubpech L0 Sialt Te-

£215.2 Definitions.

tn. Accrued erpendilures Imeane
crnarges incurred by the reciplent Qur-
INE & EIVEL PErief Tequiring Lhe provi-
siar. of funds for

{1 Gooas and othser ta
recelived,

2 Servicers performed by eImploress,
COnLtrachore, subreclpiente, andé other
peyees and,

{3, Otner amounts becomipg owed
under programs {or wnich no current
services or periprmance i& reguired

{b: Accrued meome rmsans the sum of

(1) Earpings during sz given periog
irom:

11, Services performed by the Tecipi-
ent, and

11y Goods and obther tangibple progp-
gervy delivered to purchasers, and

(2 Amounts becoming owed o the
recipient for which no current services
or performance is reguired by tne ro-
cipient,

(¢ Acguisition cost 0f eguipment IMeans
s net invoice price of the ecuipment,
incinding the cost of modifications, at-
veChmenis, accesscries, or auxiliary
ADPATALUL necessary Lo make The prop-
erty usame {or the purpose {or which it
wazg aogured Other charges, such as
the cost of installation, LrAnSROTLALION,
weres, duty O Dprovective in-uLransil in-
surance, shall be included or excludsd
from the unil acguisitlon cost in ac-
sordance with the recipient’s reguisr
aOCOUNTing pPraciices
{ ACQUUTCE INeans z paYhenl Imade
v Treasury check or other approprigte
peyment mechanism to & recipient
upon 1te reguest eithier before outlays
sre mmade by the recipient or fhrough
tne use of predetermined pavment
scheduies

(&) Award means financial assistance
Lhal provides support or SLmulation o
wocornplish & poblic purpose. AwWaIQE
include grants and ovther agreements in
shie form of money or property it lieu
of money, by the Federal Governmen:
v &n eligible rscipient. The term Goes
Loy inciadss vecnnica! i
Wil | services Instead of

e

ngiule property

WOLey
Loans

i suL-
s1dies oroanzurense. Siredl povrnente of
a1y E1nc e individuals, and, COnWracie
Wrich are reguiret Lo DE enteresl inuo
and adrmanisuered urider proouremrent
L&WE el regulations,

iy Cdosh ocomiribwiiont mesns the re-
cipient's cash oullay, 1nciuding the
outlay 0 money CONLTILULED Lo TiE ré-
cipient Dy third parties.

gy Closepwi means Lhe Drocess Dy
whickh z Federal awarding agency de-
termines that all applicable adrminis-
tretive actions and 21l reguiref work of
tne gwart have been completed by the
recipient and Federal awarding agency.

Y Cortrogl means & procurement
contract under an award or subaward,
&NC & procurement subcontract ander a
recipient’s or subrecipient's contract.

(i; Cost snuring or muicning IMeans
that portior of project or program
coste not borne by the Federal Govern-
ment.

(1) Dute of compietion means the date
on whick all work under an awzard is
completed or the date on the award
gocument., OI ALY  SUDDLeInENnt or
amenament thereto, o which Feders!
sponsership ends.

() [nsalivwed costs INeans  Lose
charges L6 a0 award that the Federal
AWEATrdInE AfEnCY Gelermines 1o De Un-
allowable, in accordance Witk The af-
plicavle Federal cost principles or
other terms and comditions contalned
in the award.

{2y Eguipmeni means tangible non-
expentable personzl property 1mclading
exempt property charged cGirestly
he zward having a useful iife of more
than one vear and an acguisltion costi
of 35,000 or more per unit. However,
GOnSisLent with recipient policy, lower
limnits may be estabiished

{rmy Ezcess preperiy mMezng Droperoy
unger tne contrel of any Federal
awarding agency that, as deberrined
Dy the head thersof, is no 10mger Te-
gquiret for it meeds or the Gischarge of
itE respousinilivies.

‘n) Ezempi property means tangibie
personal propersy acguired in whols or
it pari with Federal funds, where the
Federa! awarding agency Las svatulery
aubnority t¢ vest vitle in vhe recipient

1Lilerest

——
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“thouwt iursther obligation oo the Fed-
1] Towernment. An exampls of ex-
smpl properoy authority is contained
in the Federal Grant and UJooperaziive
socreement  Act (31 U.S5.C. 6305, for
nroperty acquired under an award to
sonduet basic or applied research by a
non-profit inssitution of higher edu-
cation or non-profit organization
whose principal purpose 1s conducting
scientlfic research.

fo} Federa! awarding ogeéncy means
the Federal agency that provides an
award to the recipient.

(D) Federal funds authorized means the
total amount of Federal funds obli-
rated by the Federal Government for
use by the recipient. This ameount may
include any authorized carryover of un-
obligated funds from prior funding pe-
ripds when permitted by agency regula-
tions or agency implementing insfruc-
tions.

{¢qq) Federal share of real property,
equipment, or supplies means that per-
centage of the property's acguisition
costs and any improvernent expendi-
tures paid with Federal funds.

(r) Funding period means the period of
time when Faderal funding {5 available
for obligation by the reciptent.

(s) Intungible property and debt instru-
ments 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 instruments cof property owner-
ship, whether considered tangible or in-
tangible.

(t) Obligations means the amounts of
orders placed, contracts and grants
awarded, services received and similar
transactions during 2 given period that
reguire payment by the recipient duar-
ing the same or a fubuare period.

)y Oullays or cxpenditures means
charges made o the project or pro-
gram. They may De reported on a cash
or accruzl hasis. For reports prepared
on a cash basis, outlays are the sum of
cash dishursernents for direct charges
for goods and services, the 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
nzsis, outlays are the sum of cash dis-

42
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orsemente Tor direct charges for goods
and servicee, the amount of indirect ax-
pense incurred, the value o7 in-kind
concributions applied, and the net in-
crease (or decrease) in the armounts
opwed by the recipient for goods and
other property recejved, for services
nerformed by employees, Lontractors,
subrecipients and other pavees and
gther amounts becoming cwed under
programs for which no current services
or performance are required.

(v) Personal property means propercy
of any kind except real property. It
mey be tangible, having physical exist-
ence, or intangible, having no physical
existence, such as copyrights, patents,
or securivies.

{(w) Prior approvel means writven ap-
proval by an aubtheorized official evi-
dencing prior consent.

(%} Program income means gross in-
come ezrned by the recipient that is di-
rectly generated by a supporbed activ-
itv or earned as z resulf of the award
{see axclusions in §215.24{e) and (h))
Program income includes, but is not
Himited to, income {rom fees for serv-
fces periormed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commodi ties or items fabricated under
an award, license fess and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
garned on advances of Federal funds is
not program income, Except zs other-
wise provided in Federal awarding
agency regulations or the terms and
gonditions of the award, program in-
come {does not include the receipt of
principal on loane, rebates, credits, dis-
counts, ete,, or interest earned on any
of them.

(¥} Profect costs means all allowable
wosts, as set forth in the applicable
Federal cost principles, incurred by a
recipient and the value of the centribu-
tions made by third parties in accem-
plishing she objectives of the award
during the projeci period.

2} Project period means the period es-
tablished in the award document dor-
ing whigh Federal sponsorship begins
and gnds.

{z2.a) Property means, unless otherwise
stated, real properiy, squipment, in-
tangible property and debt instru-
ments.

ATTACHMENT C/
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OME Circuiars and Guidance

TiealE walhid 2hu
s TLEruv 6MEenLE s‘u:‘uc:u'bv ;
EDTNrLenansEt  LLEeretl.  Dal
MOVaLie Machinsry and t-,qulprm:mh
[ hf«,c‘am&nt mMeahE &l GFga.I“.lZf:.LlUI:
receiving finar wagistance directly
from  Federal swarding agengies o
carry oul B oprojest or program The
term mciudes publiic and DIVELE JLSTI-
taione of npher sduoation, public and
provale hospivals, and otller oLasi-poi-
e and privaue non-profil orgamaations
suel 25 but ot Iimived to, community
aCTion  Agencies, researchk  institutes,
cducational assecialions, and healthk
genters. The term may incluas com-
mercial organizations, forelgn or inuer-
national organizaticons (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors or subsontraciors of recipiente or
sabrecipients at the discretion of the
Federal awarding agency. The Lerm
doss noi include governmens-owned
conwractor-gperated facilities or re-
seaTch centerg providing continued
support Jjor Iussion-oriented, large-
cale programs that &Te government-
pwhned oI controllsd, or are designated
zg fegerally-funded research and devel-
opment centers.
(dg; Research ond development means
11 research activities, both basic ang
applied, and all development achivitles
nat art supporied al universivies, coi-
ges, and otner non-profit  1nst
ne. CHesearch' i defined as a svs-
tic stuty directed toward fuller
cis mlfm knowiedge 01 Dndersiantilg
T the subject studied. “Development”’
the sysiematic use of knowledge and
ndergsteanding gained from research di-
rected poward the production of usefnl
materials, devicee, systems, or meih-
ods, including design and developmnexnt
of provotypes anc processes. The term
research aiso includes activities in-
volving the training of individoals in
resesarch techriigues wiers sneh activi-
vies utllize The same facilities 2& other
research and development activities
anl whnere auch activities are nol in-
cinged in she Instruciion fenction.
{geer Small cwards means grant or
cooperative agreement not excesding
uhE’ small purchase tnreshold fixed af

e
LlE

ex (o

g

2Ll e

.

‘r*[‘r?\‘

LEE
s

LT

oh-

OU‘l:'n

<
3

ol

£

U.S.C 40311 {currentty §28,000)
;:‘1‘ Suoeward meane an award of -
rancial  aBsistence in the Iorm 0.-’

o

€27

Ezit.z
THONE) G JErOLpert) il sltn O Inohe]
mele Whilel al. WLl T4 & TsCIDIERL W
al eliginic subrelinenl of Dy & sab-
Tecivient L0 & 1GWED T18T SUDTECIPIeltl.
e werm includes JiNETGIAD wSELSTRLGE
when providged oy any efal apreement,
ever 1 Lthe afreemsni if pelled & COn-
tract. but does 1ot include procure-
meni of goods ant servites nor 4oes 11
incluge 2ny form 07 assisbanse whnick e
excluded  d{rom the definition  of
Caward' in [ 21E.2(e)

lEE) Subrecipient rmeans
¥ te which 2 subaward
which 18 accounta

Lhe legal enti-
i made and
the reclpient
for the use of the funds provided, The

blg wo

term may include foreigr or inter-
nations] orgarnizablons (such zs agen-
cies of The United Nations) at the dis-

crevion of the Federal awarding agen-
Cy.

(nhh; Supplies meansg all personal prop-
erty excluding eguipment, ntangible
property, &and debt insiruments as de-
fined in this section, and inventions of
a contractoer conceived or first actnaliy
reduced to practice 1n vhe performance
of work under a funding azgreement
{(“sublect invenztions’), as defined in 2V
C¥R part 401, “Rights to Inventions
MWade by Nonprofit Orgaznizabions and
Small Business Firms Under Govern-
ment Grants, Contracis, and Joopera-
TIve AETeeTnente.’’

(1) Suspension means an atiion DY &
Federal awarding agency toal wempo-
rariiy withdraws Feleral SpOnSorsEhil
unfter an award, pending cGrrectlve al-
tion Ty the recipient or pendlng & Geci-
sion tCc werIninate tne pward by the
Federal awarding agency. Suspension
o ah award 18 & Separate attion irom
suspension under Federal &gencv rega-
lations implementing B.O. 12048 (51 FR
8370. 2 CFE, 1666 Comyp.. 1. 188 and K .C
1268 (B4 FR 34131, 8 CFR, 1586 Co*np . L.

5, "Debarment and Suspension.’

f«JJ Te.mma flom Tieens the canceils
vion of Federa! sponsorship, 1n whole or
i part, under an agreement al any

fime Prio? o the Gate of completion.

k) Third purty in-kind contributions
means the valune of non-cash conLribpu-
tiont provided Dy non-Federal tnird
parties. Third party In-Eind conwribu-
tions mey e 1n the m 07 rea; Bro]-
erty, eguipment. suppnes aunf other ex-
penfzble Property U

N
oo
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Aty IUnbgue
cial reports prepared on a cash basis,
means the amount of obligations in-
curred by the recipient that have not
neen pald. For reports preparsd on an
aceruved sxpenditure basis, they rep-
resenit, the amount of obligations in-
curred by the recipient for which an
outiay has not been recorded.

imm} Unobligated bulanece means the
porvon of the funds authorized by the
Paderal awarding agency that has not
been obligated by the reciplent and is
determined by deducting the cumu-
lative abligations from the cumulative
funds authorized.

mn) Unrecovered indirect cost means
the difference between fhe amount
awarded and the amount which could
have been awarded under the recipi-
ant’s approved negotiated indirsct cost
rate.

(o) Warking capital advance msaans 2
procedure whereby funds are advanced
to the racipient to cover its sstimated
dishursement needs for a given initial
period.

£215.3 Effect on other issuances.

For awards subject to this part, all
administrative requirements of codi-
fied program regulations, program
manuzals, handbooks and aother non-
regulatory materials which are Incon-
sistent with the reguirements of this
part shall he superseded, except to the
axtent they are reguired by sfatute, or
authorized in accordance with the devi-
ations provision {n §315.4.

£215.4 Deviations.

The Dffice of Management and Budg-
et {(OMB) may grant exceptions for
classes of grants or recipients subject
to the requirementsg of this part when
excepbions are not prohibited by stat-
ute. However, In the intersst of maz-
imum uniformity, exceptions {from the
reguirements of this part shall be per-
mitted only in unusual circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awsrding small awards, except
for those requirements which are stat-
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i)}
madie

CASE- DY LaRe

by ederal

clory. Exceplions a.
hasis may Alse be

awarding agencies.

£215.5 Subawards.

Unless sections of this part specifi-
celly exclude subrecipients from cov-
arage, the provisions of this part shall
ne applied to subrecipiente performing
work under awards if such subrecipi-
ents are institutions of higher =adu-
cation, hospitals or other non-proftt or-
ganizabions. State and local govern-
ment subrecipients are subjsct to the
provisions of regulations implementing
the grants management common rule,
Y“Uniform  Administrative  Require-
ments for Grants and Cooperziive
Agreements to State and Local Gov-
arnments,’” published at 7 CFR parts
3815 znd 3018, 0 CFR part 600, 13 CTR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 378, 590, 850, B82, 905,
941, 859, 970, and 980, 28 CFR. part 66, 29
CTFPR parts 87 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CTR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 802, 1157, 1174, 1183,
1234, and 2015, and 42 CFR part 18.

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

Subpart B—Pre-Award
Regquirements

§215.10 Purpose.

Sections 215.11 through 215.17 pre-
scribe forms and instructions and other
pre-award matters to be ased in apply-
ing for Federal awards.,

§215.11 Pre-award policies.

(a) Use of Grants andé Coopsrative
Agrsements, and Confracta [n each in-
stance, bthe Federal awarding agsncy
shall decide on the appropriate award
instrament (i.e., grant, cocperative
apreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.8.C. £301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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OIAE Circulars ang Guidance
slatuue The SLAWLLTY Tor
CLUOELNE DEVWEET gTanit anl GOORETa-
Tive AErESmMENLE 18 LHeD U LNE laller
Cgubstantal involvement 18 expedled
LETWEETN The EXECULIVE AZelCY ahl e
Suale, local government., or OTher re-

CIiLE Ul
‘

conbemplated i vhe agrecment ' Con-
wractE Snzll be used WhReEn the DrinCipal
UTROSE 18 aALGULSiticn of pProperty or
services ior the direct benefil or use of
the Feders! Government.

by Puntic Wotice and Priority Bet-
ting. Federal awarding agencies shall
notfy the public of ite invendsd fund-
ing pricrities for discrellonary Eralti
programes, unless Tunding priorities are
esiablisned by Federal statulbe.

£215.12 Feorms for applying for Fed-
eral assistance.

{a) Federal awarding agencieg shall
comply with the =applicable report
clearance regquirements of § CFE part
1220, “'Controliing Peperwork Burdens
on Lhe Public with regard o all
forms used by the Feaeral awarding
agency 1n place of or zg & supplement
o the Siandard Form 224 (SF-424) se-
Tigs.

() ADphcants shzll use the BF-424
series OF Luose forms and instractions
orescribed by the Federa! awarding
AaTEncy.

{c; For Federal programs covered by
E.(3. 12372 -‘Inmtergovernmentil Review
o! Federal Programe.” (47 FE 30058 2
CFE. 1982 Comp., p. 197) the applicant
shall compiele the APpTOoPriabe SECLIOLE
of the SF-424 (Application for Federal
AsEistanice) indicating wnether the zp-
plicatidon was Subject to review by the
State Single Point of Coxntact (BFPOC:.
The name and address of vhe SPOC for
z particular Stale car be obtaine from
tne Federal awarding agency or the
Curaiog of Federal Domestic assistence
The SPOC shall advise the zspplicant
whnetner the program {or whick applica-
tion is made has beer selected Dy that
Stale for review.

4 Federal awarding agencies that 4o
rict use the SF-424 iprm should wmdi-
cate whnesher the application ig subject
e review by the 3laie under E. O 12372

§216.18 Debarment and suspension.
Federzl
CLPRENLE

ané ore-
Federal

EWETOINE afoncies

ghall comply  wilh

IS

W

it al Lt ALG Sus
pengior  Under LLose Jepulalionus. Ger-
vain paruies whe o are debarred, sus
pendet or otherwlise exciuded may notl
nE paTticipante O principale i Federal
aEslstance awards and subewards. zuc
i ceriain  contracus ander  those
awards and subawards.
170 FE 51878 £ug 31 2003)
t215.14 Special award conditions.
If an applicant oy recipient: nac z his-

vory of poor performance, i= not finan-
cielly stable, has & management £y¥5-
tem that doss noi meet the standards
prescribed in Tids part, nas not con-
formed 10 the terms and conditions of
a previoug award, or i€ nol otherwlse
regponsible, Federal awarding agencies
may impose additional reguiremsnis &g
nesded, provided that stck epphcant or
recipient is motified 1n wnting as Lo
the pature of the additional require-
ments, the reason why the additional
reguirernents are being 1mposed, the
nature of the corrective action needed,
the time zliowed for compieting the
correciive acuions, and the mmeshod for
reqnesting reconsideration 2! the aadi-
tional requiremente imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditions that
prompled them have besn corrected.

£215.15 Metric svsiem of measuare-
ment.

The Metric Conversiop ALct, &as
amendged by the Omnibus Trade and
Competitiveness Act {15 T.5.C. 205 de-
clares that the metric sysierm iz the
preferred measuremnent systemn for U.S.

trade and commerce. The Act reguires
sack Federal agency o establish & date
or dates in consuluatlon witht the Sec-
revary of Commerce, when the metric
svstemn of rmeasurement will he used in
the agency s procurementis, grants, anc
oiher businsss-related activities, Met-
¢ impiementation may take longer
where the use of the systermn is initially
impractical or likely bto cause signifi-
cant inefficiencies in the accomplish-
ment of federally-funded activities
Federa! awarding agerncies snall inilow

the provisions of E.O 12770¢, “MWelric
Usage it Federa: Governmenl Pro-
grams’ (bt FE 35801, & CFR. 1801 Comrp.
. 348).

T
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§213.16

$915.16 Resaurce Conservation and

Recavery Act.

Under she Act, any State agency or
reency of a political subdivision of a
Iiate which is vsing appropriated Fed-
aral funds must comply with secuion
5002 Section 68002 reguires that prefl-
srence be given in procurement pro-
grams o the purchase of specific prod-
ucts containing regycied materials
1dentified in guidelines developad by
the Environmental Proteciion Agency
‘EPA) (40 CFR parts 247-254). Accord-
ingly, State and local institutions of
nigher educaticn, hospitals, and non-
profit organizasions that receive direct
Federal awards or other Federal funds
shall give preference in thelr procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
nets purswant 50 the EPA guidelines.

$215.17 Certifications and representa-

tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency ig authorized and encouraged to
21low recipients to submit certifi-
cations and representations required
by statute, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
tifications and representations shail be
signed by rzsponsible officials with the
authority to ensure racipients' compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

FIRANCIAL AND PROGRAM MANAGEMENT

§215,20 Purpose of financial and pro-
gram managemertt.

Sectvicns 215.21 through 215.28 pre-
soribe standards for financial manage-
ment systems, methods for making
payments and rales for: satisfying cost
sharing and matching requirements,
aecounting for program income, budget
revision approvals, making avdif¢s, de-
termining allowahility of cost, and es-
sablishing fund availability.

§215.21 Btandards for financial man-
agement systems.

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

2 CFR Ch. il (1-1-0¢ Edition}

data o performance data and deveiop
unit cost informascion whnenaver Lrac-
weal.

) Recipients’ financial management
systems snall provide for the following.

{1} Accurate, current and complete
disclgsure of the financial results of
each federally-sponsored project or
propram in accordance with the report-
ing reguirements set forth in §215.52. If
a Federal awarding agency reguires re-
porting on an accrual nasis from a re-
ciplent that maintains its records on
other than an accrual basis. the recipi-
ent shall not be reguired Lo establish
an accrual acoounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

(2) Records that identify adeguately
uhe source and application of funds for
federally-sponsored activities. These
racords shall contain information per-
taining to Federal awards, authoriza-
tlons, obligations, uwunoblizated bal-
ances, assets, outlays, income and in-
terest.

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

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

(6) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient from the U.8.
Treazsury and fhe issuance or rademp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient To the extent that the
provisions of the Cash Management Im-
provement Act (CMIAY (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and {fisczal
agents shall be consistent with CMIA
Trezsury-State Agreements or the
CMIA default procedures codified at 31
CFR part 205, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

{6) Written procedures for deber-
mining the reascnableness, allocability
and allowability of costs in accordance
with the provisions of the applicable
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Feugral LOsL [
28 CONLMILIONE 07 LhE Award
oy »

7 Accoanving records including cost
ALGOATITINE reCoIds Lnal are supporuel
S SOLTCE GuLUmEn Lation

o, Whnere une Federzl Government
TLAFALLEEE OF 1INSUTeE LhEe Tepayment of
money borrowed LY Lhe recipieni. the
Federal awarélng agency, ab i1e discre-
orn, Immay requite sdeguate bonding
ang insurance 17 the ponding and insur-
ance reguirementcs of the reciplent are
10t Geermned adeguate te protect the in-
terest of the Federa! GOVernment.

td, The Federal awarding agency may
require adequate fidelity DONC coverage
whnere the recipient lacks sufficient
coverage e provect the Pederal Gov-
ernment’s interest.

{e: Where ponds are required in the
situabions descriped above, the bonds
snali be obtained {rom companiss nold-
ing certificates of authority ae accept-
abie sureties, ag prescribed in 31 CFR
part 223, “Sorety Companies Doing
Business with the United States ”

§215.28 Payment

(a) Payment metnots shall minbinize
the time elapsing between the transier
of funde {from tne United States Treas-
ury and the issnance or redempiion of
checks, warrants, or payment by olher
means by the recipients. Payment
methods of Biate agencies or insiru-
menvalities =hzll be consistent with
Treasury-Suate UOMIA agreements or
defaull procedurss codified at 31 CFR

) Recipisnts are to be pald in 24-
vance, provideé they maintain or derm-
onsirate tne willingness L0 rmalintain.

(2 Writien procedures thal miniinize
the wme elapsing between the transier
ol funds end disbursemeni by the re-
cipient, and

{2) Financial menagernent sysbems
thzt meet the standards {or fund con-
ol and secountability as established
1n £215.21. Cash advances L0 & reciplient
crganization shall ke limited 1o the
minimum  amounte neeted ané  be
nmed Lo be in atoprdance with the ac-
tusl. immediate cash requirements of
Uhe rscipient Organlzation in CRITYINE
out the purpose of the approved pro-
grar: or project  The timing ané
armount of casl advances shall De ks
ciGst 28 i aGmuinisiratively leasibie o

[ESN
=1

£25222

thi allld QIBLUTSSIMENLE LY Lhe Jeuin:-
EnT OTEATIRALLn Jor firecl [rugraln or
proiect COBLE ANC Lhe DToporhidnale
share 07 any llowable iNC0ITE0L COsLE

(o Whenever possipie, advance: shall
be congolidaied W COVEr anticipaisl
cash needr for all awards meade Dy the
Federei awarding agency L0 the retipi-
ent

(1, AQvance pa)ment mechanisme 1n-
clude, but are not Lmited to, Treasury
check and eiecironic funds transier

{2y Advance payment mechanisme are
sublect 1o 31 CFPE part 205,

{3y Recipients shall be auviborizes o
submit requests for advances and reims-
bursements &t least montkly when
electronic fund transisrs are not used

tdy Reguests for Treasory check ad-
vante payment shall be submitted on
SF-270, "Request {or Advance or Reim-
bursement,” or other forme as may be
zuthorized vy OME. This {orm 18 1ot W
be used whern Treasury check advance
peyrnents are made o the recipient
automatically through the use of a pre-
devermined pavment schedule or if pre-
clude@ by special Federal awarding
agency  instruciions  for  electronmc
sunde transier.

{e) Reimbursement 1s the preizrred
methed when Uhe regulrements In
£215.12(p; cannot we met. Federn!
awaIQing agehcles IMEY 2lsc use toic
method on any constructiom agres-
ment, or if the major porvler of ihe
censtruction project ig accomplishsd
through privaté merket [inancing or
Federal loang, znd tne Federal assist-
ancE constituies z minor portion of the
project

{1, Wrern the reimburserment rmeinol
15 used, the Federal ewarding agency
ahiall meke pzyment within 30 days
afier receipt of the billing. unless the
niding is improper.

(2 Hecipienis shall be authorized Lo
submit reguest for reimpursement sl
least monthly when electronic funds
tranefers are not ased.

(I) I{ & recipient cannot meel the ©ri-
verie {or advance paymenis and the
Federal awarding agency has deter-
mined that reimpuarsement is not fes-
sible because the recipient lacze suaffi-
¢ient working capital, the Federa
awWaTGINE agenCy ey provite cash on a
working capiiel awlvance basis. Under
thie procedure. Federal award:ng

whe
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¥ zhall advance oash she re
nient Lo cover (s estimatad disburse-
ment neads for an initial period gen-
srally meaved S0 whe awardee's dis-
sarsing cycle. Thereafter, the Federal
awarding apency shall reimburse che
~ecipient, for its achtual cash disburse-
ments, The working capttal advance
mathod of payment shall not he used
for recipifents unwilling or unable to
provide timely advances to tcheir sub-
racipient to meet the subrecipient's ac-
tuzal cash disbursements.

(ry To the extent avallable, recipi-
ants shall disbarse funds available from
repayments to and interest earned on a
revolving fund, program [ncomme, re-
hates, refunds, contract settlements,
andit receveries and Interest earned on
such funds before requesting additional
cash payments.

{h) Unless otherwise reguired by stat-
ute, Federal awarding agencies shall
not withhold payments for proper
chargss made by reciplents at any time
during the project period unless para-
graphs (h)(1) or {2y of this section
apply.

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

{2) The recipient or subrecipient is
delinquent in 2 debt to the United
States as defined in OMB Circular A-
198, “Managing Federzl Credit Pro-
grams.”” Under such conditions, the
Federal awarding agency may, upon
ressonable notice, inform the recipient
that payments shall not bse made for
obligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Faderal Gov-
ernment is liguidated.

{1y Standards governing the use of
hanks and other institutions as deposi-
rories of funds advanced under awards
are as follows.

(1) Bxcept for situations described in
paragraph (132} of this section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
eMegibility reguirements for deposi-
nories for funds provided to a recipient.
However, recipients must be able to ac-
count for she receipt, cbligation and
expenditure of funds.

48
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) funds shall be
in insured

o Advances of Feder

deposited and maintained
accounts whenever possible

(i1 Consistent with the national goal
of expanding &the opportunifies for
womean-ownad and minority-owned
husiness enterprises, recipients shall be
sncouraged Lo use women-owned and
minority-owned banks {a bank which is
owned at least 50 percent by women or
minority group mermbers).

(k) Reciplenis shall malntain ad-
vances of Federal funds in inferest
bearing accounts, unless paragraphs
(k1) (2) or (3) of this section apply.

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

(2) The best reasonably available in-
terest bearing account woulid not be ex-
pected to earn inferest in excess of 250
per year on Federzl cash balances.

{(3) The depository would require an
average or minimum balance s¢ high
that it would not be feasible within the
expected Federal and non-Federal cash
resources.

(1Y For those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Paderal advances deposited
in interest bearing acccoun$s shall he
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20B52. Interest amounts up to $250 per
vear may be retained by the recipient
fer administrative axpense. State uni-
versities and hospitals shall comply
with CMIA, ag il pertains to interest. If
an entisy subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

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

(1y SF-270, Request for Advance or
Relmbursement. BEach Federal award-
ing agency shall adopt the SP-270 as a
standard form for all nonconstruction
programs when electronic funds frans-
fer or predetermined advance methods
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Lre nGL uskd Federal awarCGlng Lyeh-
Liks nowever, have the oplicr of using
v IpTmm fo7 CONELTULLION DrOETarmnmt in
net of the SF-271, "Outiay Report and
Fecuest ior Beimpursement for
suruenion Programs.”

4 BF-271, Ouilay Report and He-
guest for Rerrnbursement {or Constroc-
o, Programes. Back Federa! awarding
ageLey shall adopt the SF-271 as the
stanbard {orm Le pe used {07 reguestlng
reimbursemen: Jor CoRSTruction Pro-
grames. However, a Federal zwarding
ageELCY may supstitute  the SF-270
when tne Pederal awarding agesncy de-
termines that it providss adeguate in-
{formation to meet Federal nesds

ars
LOL-

£215.23 Cost sharing or matching.

(&) Al conoributions, including cask
zndé thiré party in-kind, shall pe ac-
cepied & part of the recipient's cost
shering or matching when such con-
vributions meet all of the following cri-
Leria.

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

{2y &re not inciuded as contributions
{oT any other lederaliy-assisted project
OT Progra,

(37 Are necessary and reazscnable for
proper and efficient accomplishnent of
Droject or program opjectives.

54J Are aliowable under the applica-

¢ Gost principies.

5" Lre not paid by the Federal Gov-
ernment under another award, excepl
wnere atthorized Py Federal sna.,uue Lo
e used Tor cost sharing or matching.

(8) Are provided lor in the approved
budget when reguired by the Fedsral
AWATUIOE agELCY,

(7, Conform: to other provisions of
this part, ag applicanle.

{I;y Unrecovered indirect cosLE may be
included as pert of cost sharing or
matehing only with the prior approveal
of tne Federal awarding agency

i) Values for recipient contributions
of services and property shall be estzb-
lisned in actordance with the applica-
Dle cost principles. 17 2 Federal award-
ing afgency authorizes recipiente 4o do-
natt bulldings or lend {for censtruciion/
facilities acouisition projects or long-
term use, the vaiuse of the don veo
property lor cost sharing oT ma‘ucm
shiel!l De the lesser of paragrapns (C)ll
or {2 of This s2CLion

3
e

18.28

E{‘!

0 Tne ceroified value 07 Lhe remall-
11’1g e of the property recordsec 1rn
TECIDIEIIL’E RLCOLNULE TeLords &l
Tlme Of QOBELION

(2, The current markel value
However, wher where 15 suificient }u‘s
tificarion, the Federal awalding ays
oy TReY APprove the Ub(: ol the cur eLt
isir markel value of vhe domated prop-
arty, evern if 11 exceeds the certiiled
ralue al the time of donation to the
project.

idy Volunteer services
professicnal

Tne

Tk

€.
1enll

furnished by
and techniczl! personnel.
consultants, and ovher skilied and un-
skilled labor may De counted as COSL
shamng or matcning if the service is &n
integral and necessary part of an ap-
proved project or program. FRates for
volunseer services shall be consistent
w1tk those paid for glmiiar work 1n the
recipient’s organizetion. In those in-
stances in which the required siills are
not found in the recipient organization,
rabee shall be consistent with those
paid for similar work in the labor mar-
Eet in which the recipient compeies for
the ¥ind of services involved. 1n either
case, pald fringe benefite that are rea-
sonabie, allowable, ané zllocable meay
e included in the valuation.

{e) When an employer other than the
reciplent furnishes the servicet of an
empiovee, these services shall be vai-
ued at the employee’s regular rate of
pay (plus an amount of fringe benelile
tnat are reasonaple, allowanle, and zl-
locable, but exclusive of overhead
cosbsy, provided these servicses are 1n
tne same skill {or which the employee
is mormally paid.

(I} Donated supplies mMay inc
saCh 1lemE as expencable eguipment,
office supplies, laboratory supplies or
workshop and classrcomm  supplies.
Value assessed te donated supplies in-
ciudel in Ltne cost sharmng or matohing
ghare shall De reasuvnabie and sball not
exceed the {zir market value of Tne
prorverty ai the time of the donation.

(g; Thne method used for determining
cost sharing or matlching for donaied
squipment, buildings and land Jor
wnieh Sitle passes L0 The recipient may
differ according o the purpose of the
i paragraphe (@)1 or {2; of this
aoply.
the purpose of
&8816% The recipieni in

luGe

BWETH
EBCLIDE

Ay I the award ie Lo
Tne asouisivion

D AarsF H
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§215.24

ggquipment, buildings or .and, ihe

o

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

{27 7f the purpose of the award is o
support schivities that reguire the nse
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildlngs may be
made. Bowever, the full value of equip-
ment or other capital assets and fair
rental charges for land may be aliowed,
provided that the Federal awarding
agency has approved the charges.

¢(hy The value of donated properiy
shall be determined in accordance with
the nsual accounting policies of the re-
cipient, with the f{ollowing aualifica-
tlons.

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

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

{3) The value of donated space shall
not excead the fair rental value of com-
parable space &8 egtablished by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
puilding in the same locality.

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

{5) The following requirements ver-
tain  to the reciplent's supporting
records Tor in-kind contributions irom
third parties.

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

(ii) The basts for determining the
valuation for personal service, mafe-
rial, equipment, bulldings and land
shall be documented.

§216.24 Pragram income.

(a} Federal awarding agencies shall
apply the standards set Tarth in this
section in requiring recipient organiza-
tions Yo accouni for program income

50
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relaved Lo projects financed in whole or
in part with Faderal funde.

)y Except as provided in parazraph
th) of this section, program income
earned during the project period shall
be retatned by the recipient and, in ac-
cordance with Federal awarding agancy
reguiations or the terms and condi-
tions of the award, shall be used in one
ar more of the ways listed in the fol-
lowing.

(1) Added 5o funds commitied to the
project by the Federal awarding agency
and recipient and used to further eligi-
ble project or program objectives

{2) Used to finance the non-Fadera)
share of She project or program.

(3} Deducted from the total project or
prograim allowable cost in determining
the net allowable costs on which the
Faderal share of costs is hased.

(c)y When an apency authorizes the
disposition of program income as de-
scribed in paragraphs (1) or (bX2) of
this section, program income in excess
of any lirmits stipulated shall be nsed in
accordance with paragraph (h¥3) of
this section.

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

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

(7Y If authorized by Faderal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the genersation of program income
may be deducted from gross income 0
determine program incorne, provided
these costs have not been charged to
the award.

T
ATT ACHMENT L/ _______

pact |2 of B0 paces |



DWAE Circulars and Guidance

€& Frogesds (1o Lhe ziie o

e nendl

2l 180 1L ASLOrGanss
requirements of e Froperiy Slend-
a.IOE (556 L210.80 vhirough §12.37;

Urnless Foders! awarding agsendy
regulations or the Lerme ant condition
of tht award provide OLNETrwlse. reciDi-

ents shell nave h©ho obligationl Lo the
Felfiera. Governmment with respect L
Prograln income earnef irowm hcelise
feee and rovalties Ior copyrighteld ma-
verial., palenits, Datent applications,
trademarks, and inventions produced

anger an uwfu‘d, However, Patent and
Trafemark Amendments (36 U.8.C 18
&pply Lo mventions made under an ex-
perimental, (evelopmental, or research
award.

£215.256 Revision of budget and pro-
gram plans.

(z; The pudget plan it the financlal
expression of the project or program as
approved during the award process. It
may inciude either the Federzl and
non-Federal snare, or only the Federal
share, depending upcon Federal award-
ng agency requirernents. It shall be Te-
lzved o performance Ior program eval-
UaLiOn purposes wihenever appropriate

{n: Reciplents are reguired to report
devintione Irom budget and Drogram
plans, and Teguest prior approvals for
pudgel and program Plan revisions, in
accordance with this section.

{g; For noncanstruction awarlds, Te-
cipiente shall reguest prior approvals
{frem Federal awarding agencies {or one
or more of the following program or
budgel related Teasons.

11y Change in the scope or the objec-
$ive 0f the projeclt or program jeven if
tnere is no associated Dudgel revision
requITing prior writtern approval;,

2; Change in a key person specified
in the applicavion or award docurmnent.

3y The absence {or more than three
monthe, or a 25 percent reduction in
time devobed 1o the project, by the ap-
proved project dirsctor or principal in-
veSTIEatoT

47 The need for
funding.

{i7 Tne transier of amounts budgetsd

iditional Federza!

for indirect cOSLS L0 2B50TE INCreasss in
direct ooste, or vice verss, i approval
is required by the Federal awarding
LEELCY

)]

ot The

vk Federa

8.0, ul.lest
aW el CINE iy,
TEOVATE DUIGT APDIOve. 1L
ante wiih any of the (ollowing
plicable.

4y 2 CFR part 2200 'Cost Princip.st
ior Bducaiional Institution:

1ne

thiat

OME Car-
Chlar A-21
i & CFER part 236, ~Cost I—'r'ujf”p
{or Nor.-FProfit Organlzation -.’QN];
cular £-122:"
{iil; 45 CFE part 74, Lppendix E,

“Frincipies for Determining Cosie Lp-
phicable to Hesearch andé Development
unger Granus znd Contracts will Hos-
pials)” and

4v) 48 CFER part 3i, "'Coniract Cost
Principles and Progedures.”

(73 The transfer of funde zilotted for
training sllowances (AiTelt payment 1o
treinees) o oTner cabegories of ex-
pense.

(8) Urniess descriped it the applica-
tlon and funded inm  the approved
awarde, the sabaward, transfsr or con-
tracting out of any work under an
award This provisior does uot apply to
the purchase of supplies, materizal,
equipment or genersl support SErvices.

(d} No other prior approval reguars-
ments for specific items may be hm-
posed anliess & deviation nas been ap-
proved by OME.

(g1 Except for reguirements listed in
paragraphe (o)1) and (oj(4; of this sec-
tiox, Federal awarding agencles are al-
thorized, at their oprion, L0 walve cost-
relatel and administrative pricr writ-
ten approvale reguired by 2 CFR parts
220 and 230 (OME Circulars A-Z21 apnd A-
122y Suech waivers may include author-
iZine recipiente o do an¥ OnEe OT IMOTIe
of tne {oliowing

{13 Ineur pre-award cosbs 90 calendar
days prior %o awaré or more than 90
calenfar da¥s with the prior approval
of the Federal awarding agency. All
pre-award cosle are incurred at the re-
cipient’s ris¥ (i.e., the Federal awarc-
ing agency is under no obligation Lo re-
imburse such costs if for any reason
the recipisnt does not receive an award
or if the award is less than anucipated
and inadeguate L0 COVET SOCH COSUS).

(2; Imiviabe & OnE-TiINE EXLERSIOD OF
the expiration dave of the award of up
e i months unless one o7 more of the
{zliewing condivione app!y For olnie

ATTACHIAENT
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215.26

Wy

Lime axnensions, the racipient must no-
tify the Federal awarding agency in
wrising with the supporsing rsasons
and revised sxpiration date at least il
dave hefore the expiration date speci-
fiad in the award. This one-sime exten-
sion may not be exercised merely ior
sne purpose of using unobligated bal-
ANCBS.

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

11} The extension reguires additional
Fadersl funds.

(i13) The extension Involves any
change 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 automatically waived
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e)2) ap-
plies.

(fy The Federal awarding agency
may, at its option, restrict the transfer
of fundes among direct cost categories
or programs, functions and activitles
for awards in which the Federal share
of the project exceeds $100,0600 and the
cumulative amount of such Sransfers
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 sransfer that would cause any
Faderal appropriation or part thereof
to be used {for purposes othner than
those consistent with the original in-
tent of the appropriation.

(g) All ether changes to nonconstruc-
tion budgets, except for the changes de-
seribed in paragraph (i) of this section,
do not reguire prior approval.

(h) For consbruction awards, recipi-
ents shall reguest prior wriften ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs {(h)1), (2) or (3) of this sec-
sion apply.

{1) The revision results irom changes
in the scope or the objective of the
project or program.

{2) The need arises for additional
Padersl funds to complete fhe project.

2 CFR Ch. §l {1-1-04 tdition)

(37 A revision is desived which in-
volves specific costs for which prior
written approval requirements may he
imposed consistent with applicauie
OME cost principles listed in §21527

{i; No o%her prior approval reguirs-
ments for specific items may be m-
posed unless a deviation has heen ap-
proved by OMB. )

{j) When a Federal awarding agency
makes an award that provides support
for botl construction and nonconstruc-
tion work, the Federal awardlng agen-
¢y may reguire the recipient to request
prior approval from the Federal award-
ing agency before making any fund or
budget transfers hetween the two {ypas
of work supported.

(Ix) For bhoth construction and non-
construction awards, Faderal awarding
agencies shall require recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal authorized funds is expecied
to exceed the neads of the recipient for
the project period by more than $5000
or five percent of the Federa! award,
whichever is greater. This notificaiion
shall not be required {f an appilcation
for additional funding is subrnitted for
a continuation award.

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

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

{69 FR 26281, May 11, 2004, a5 amended at 70
FR 51880, Aug. 31, 2009)

§215.26 Non-Feders! audits.

{2y Recipients and subrecipients that
are institusions of higher education or
cther non-profit organizations (includ-
ing hospitals) shall be subject to the
audit reguirements ceniained in the
Single Audit Act Amendments of 1996
(31 U.B8.C. 7501-7507) and revised OME




OME Circuigre and Guigance
al  A-adn U Audiue 07 Blaime
Gouvernrnense, and Non-Froiy G-
0, Soale anl 100a) EOVEIIINEeNnis sheil
Le SUMPECL LU th wdit regriremente
coklatlhed in the Single Audit Aol
cmendrmente of 1896 (31 U.E.C T5H0i-
707 and revised OME Circular £-13C
CALGite of States, Loca! GOvVernmenls,
zng Non-Profit Organlzations.”’

oy For-profit hospitals not covered
by the andit provisions of revised OME
Circular £-133 shall be subject 1o the

o0

audit reguirements of the Federal
AWArGing agencies.
(8] Commerciz]l organizations snall

pe subject 1o the audit reguirements of
the Federal awarding asgency or the
prime recipient s incorperated Into
the award dogument.

§215.27

For each ¥ind of recipient, there is a
szt of Pederal principles for deier-
mining aliowable costs. Allowability of
c0sts shall be determined in accord-
arice with the cost principles applicable
16 the entivy incurring the coste. Thus,
allowability of costs incurred by State,
local or federaliy-recognized Indian
tripal governments is determined in
aocordance with the provisions of 2
CFE part 225, “Cost Frinciples for
Stete. Local, and Indizn Tribal Govern-
mente (OME Circular A-B7."" The allow-
ability of costs inourred by non-profit
organizations is determined in acocoré-
anct witt the provisions of 2 CFR part
230, ©'Cost Principles for Non-Frofis Or-
ganizations (OME Circnlar £-1225 " The
ailowability of costs incurred by insti-
tetions of higher educsation is deter-
mined in accordance with the provi-
siong of 2 CPR part 220, "Cost Prin-
ciples for Educavional Institwtions
(OWEB Cirguiar £-213.7 The allowability
of cosie incurred by hospitals it deler-
mined in accordance with the provi-
sione of tppendixy E of 45 CFE part 74,
“Principies for Determining Costs Ap-
plicahie 1o Tesearch and DevelopmeLt
Under Grente and Contracte with Hos-
pivals.” The aliowabllity of costs 1n-
curred Py commerclal organizatlons
anc tnose non-profit organizations 1ist-
ef in Attacnment C oo Circular A-120 i
Getlerminet in acouriance with the pro-

Allowable costs,

L&l

Lt

£215.29

L 0l whe Feters. Loyu.sving Leg
vaol s F AT sl 48 OTR part 21

170 FFE OL1BBL, Lug .. 2005

L 21828 Period of avallability of funds.
Where 2 fanding period iz specified, a
recipient may charge L0 Uhe granl only
allowable cosue resuiting {rorm obpliga-
tione incurred during the funéing pe-
rioé and any pre-award cosis anihor-
1ized py the Federal awarling agency

£215.29 Conditional exemptions.

(&) OWMEB autberizes condivional ex-
semption from OME admirigirasive re-
guirements and cost principles circu-
lars for certain Federal programs with
stetuteorily-anthorized gonsolidated
planning and counsolidated administra-
sive funding, that are idexntified by &
Federal agency and approved by the
neaf of the Executive department or
pstaplishment. & Federal agency shall
consult with OME during its consider-
atlon of whether Lc grant such an ex-
empiion.

(by To promote eifficiency 1o State
znd  local progrem  admindssration,
when Federal nom-entitlement pro-
grarms with common DUrposes have sne-
cific  statutorily-sguthorized consoli-
dated planning and consolidabted ad-
ministrative funding and where most of

nhe BLate wgency s IEROUYLes  UOINE
{fromn non-Federal sources,  Federzl
AgRNCISE May exempl hsese covered

Btete-zdministerst, non-entitlement
grant programs from certzin OME
prante management requirements. The
exemptione woult pe from

{1y The requirements 1 2 CFR part
228, “'Cost Principles for State, Local,
and Indian Tribal Governments (OME
Circular A-87y" other than the
aliccability of cOSte provisione thal are
contained in subsection C.8 of Appendix
£ Lo thal part,

{2) The reguirements in 2 CFRE part
226, “'Cost Principles for Edaducaltional
Institusions (OME Circular A-21)7
other than the allocability of coste pro-
ViEiOnE That are contained 1N DATAgrapn
2.4 3n section C of the Appendiz vo that
pary;

3y The requiremente in 2 CFR part
236, *Coest Principies {or Non-FProfit Or-

ganizziions  (OME  Oircular  A-1207
; —
: AT T T
T LK

]5. _-:;!'—'




§215.30

cuher than she alincabilisy of coste pro-
vizions thaf are In paragraph £4 :n
sectlon & of Appendix 4 to vhat pary

4y The administrative reguirements
provistons of part 215 (OME Circular A-
110, “Uniform Administrative Require-
ments for Grants and Agreements with
Insbigutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tions, "' and

{6) 'The agencies’ grants management
common rule (see §215.5).

(¢} When a Federal agency provides
this flexibility, as a prerequisite to a
State's exercising this option, a State
must adopt its own written fiscal and
administrative regquirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A-
873" and extend such policies to all sub-
recipients. These {iscal and administra-
tive requirements must be sufficiently
specific to ensure that funds are used
in comptiance with all applicable Fed-
aral statutory and regulatory provi-
sions, costs are rezspnable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry ouf other
responsibilities of 2 State or {ts sub-
recipients.

(39 FR 26281, May 1}, 2004, as amended at 70
FR 51881, Aug. 31, 2005])

PROPERTY STANDARDS

§215.30 Purpose of property stand-

ards.

Sections 215.31 through 215.37 set
forvh uniform standards governing
management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federa] award.
Federai azwarding agencies zhall re-
quire recipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally reguired by Federal statute. The
racipient may use its 0owWn propersy
management standards and procedures
provided it observes She provisions of
§215.31 through §2156.57.

2 CFR Ch. Hl (1-1-04% Edition)

£215.31

Fecipients shall, &t & minimum. pro-
vigde the sguivalent msurance noverage
for real property and eguipment ac-
auired with Faderal funds a8 provided
to property owned by Lhe recipient
Federally-owned property need not be
insured unless reguired by the terms
and conditions of the award.

Insurance co serage.

§215.32 Heal 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 statute, such reguire-
ments, at a minimum, shall conizin
the fellowing.

{2} Title to real property shall vest in
the recipient subiect to the condition
that the rescipient shall use the real
property for the authorized purpose of
the project 25 iong as it is needed and
shall not encumber the property with-
out approval of the Federzl awarding
2Eency.

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

(c) When the real yproperty is no
longer needed as provided in para-
graphs (a) and (b) of this section, the
recipient shall reguest disposition in-
structions from the Federal awarding
agency or its successor Federal award-
ing agency. The Fedsral awarding
agency shall observe one or more of the
{oliowing disposition instructions.

(1} The recipient may be permitted to
retain title without further obligation
to the Federal CGovernment after it
compensates the Federzl Government
for that percentage of the current fair
market value of the property astrib-
utahle to the Federal parsicipation in
the project.
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TLoLElD

The recipient Thay be Qireciel
sell Lhe Property LLGer guidellng: DIo-
vided by the Pederal awardQing afelcy
ané pay wie Federa! Government lor
vhat percentage of The current izar
rnarketl wvalue of She properiy avlrin-
unabie YW oohe Federal participation in
vhe projsel jwfuer dedusting actua. and
reasonable selling anté {ix-up sxpensec,
Y any, from the sales procesds; Wonen
“he recipient it autnorized or reguired
6 sell The Propersy, Droper sSales proce-
dures shall be establisned thatl proviae
for compstition to the extent Dprac-
ticable mnd result in the bighest pos-
zible return.

/33 The reciplent may De direcist to
vransfer title to the property w the
Federal Government or to an eligible
thard party provided thail, in sach
cases, the recipient shall be entitied to
compensation for its atiribuuable per-
sentage of the current fzir market
value of the Propersy.

wl

§215.38 Federally-owned and exempt
property.

(&) Federolly-pwned property (1) Title
to lederally-owned property remeins
vested in the Federal Government Re-
cipients shall submit annually an in-
ventory hsting of {ederaliy-owned
property io thelr custody o the Fed-
eral awarding agency. Upon completion
of the award or when the property i no
1onger peeded, the recipieni snall re-
port the property o the Feders! award-
1img agency for further Federz) apency
urilization.

(2) 1 the Federal awarding agency
nae 0o further need {or the property, it
shall De deciared excese and reported to
the General Services Administration,
griless the Federal awarding agency
nes statntery avtheority to dispose of
the property by alternalive mmethods
(¢.0., the authority provided by the
Federal Technology Transfer Act (15
T.E.C 30 (1)) w donaie research
sguipment te educationa! and non-prof-
it organizations in accordance with
E.O. 12821 “Improving Mathematics
and Science BEdocation in Support of
the National Educatior Gozls' (57 PR
L4285, 3 CFR, 19¢2 Comp., b, AT
iate Mmstructions shall be issued
recipient by the Federa! award-

3

e
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(h, Lzamp: properii Whel BlaLiiory
AULLLTITY exisit. tne Fogera, awarding
REENCY nas Lhe OpLion Lo vesSt wibie o
DProperty acguiret with: Federsl ionde
1L the recipient without fariner opliga-
Tion w0 the Feferal Governmenl and
unger conditions the Federal awarfing
agency considers approprialé.  Sucn
property iE exempt roperty U Snould
& Feleral swarding agency niol esbab-
lish conditions, it Lo eXempl prob-
erty Lpon aCguisition shall vest in uthe
recipient witnoul fursher onligation o
the Federa: Government.

o

£215.34 Eguipment.

fz; Title 10 e2quipment acquired by 2
regipient with Federal funds spall vest
in the recipient, supject o conditions
of this section.

(b} The recipient shall not use sgulp-
ment acouired with Federal funds to
provide services Lo non-Federa] outside
organizations for & fee that is lese toan
rrivetve companies charge for eguiva-
lent services, unnless specifically du-
thorized by Federal statute, for as long
a& the Federal Government rétzine an
interest in the equipment.

{¢) The recipient shall use the equip-
ment 0 the project or DISGEram: ior
which it was acquired ag long as Deed-
ed, whether or not the project Or Dro-
gram continunes Lo e supperted by Fed-
era] funds and shalli net encumber tne
property without approvai of the Fod-
eral awarding agency. Wher no ionger
nezded for the original projsct or pro-
grarn, the recipient snall use the sguip-
ment in connection with its other fed-
erzllv-sponsored activities. in the {ol-
lowing order of priority

{1y Acgivities sponscret TY wne Fed-
eral awarding agency which funded the
original project, then

(2 Lcuivities spomsorel by other Fed-
eral awarding agencies

(d» During the time thal sguipment
is used on the project or program lor
wnich it was acquired, the recipient
shall make it available {or use on other
projecte or programs 1f such other use
will not interfere with the work on the
proiect or program for which the eguip-
ment wae originaliy acquired. First
preference for such other use snall De

given L0 OTRer Projecie OF ProOgrams
sponeored Dy the Fedsra: awarding
apency that finencel he eguipment:

e
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nd preference  shall o he given o
projects or  programsg  sponsored by
nther Federal awarding agencies. 1f She
asquipment is owned by the Faderzl
CGiovernment, use on other aculvitles
not sponsered by the Federal Govern-
ment shall be permissible if anthorizad
by the Federal awarding agency. User
charges shall be treated as program in-
come.,

{ey  When acquiring replacement
squipment, the recipient may use the
eguipment to be replaced as frade-in or
sell the eguipment and use the pro-
ceeds tc offset the costs of the replace-
ment equlpment subject $o the ap-
proval of the Federal awarding agency.

{fJ The recipient's property manage-
ment standards for equipment acquired
vwith Federal funds and federally-owned
sguipment shall include all of the fol-
lowing:

‘1) Bgquipment records shall be main-
tained accurately and shall include the
following information.

(i) A description of the equipment.

{iiy Manufacturer's serial number,
model number, Federal stock number,
national stock number, or other identi-
fication nurnber.

(i1} Source of the sguipment, includ-
ing the award number.

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

v} Acguisition date (or date re-
ceived, if the egquipment was furnished
by the Faderal Government) and cost.

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

tvii) Losabion and condition of the
equipment and the dete the informa-
tion was reported.

{viit) Unit acguisifion cost.

4x) Ultimate disposition data, in-
cluding date of dispesal and sales price
or the method used to determine car-
rent fzir market value where a recipi-
ent compensates the Federal awarding
araney for iGs 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 she results rec-
onciled with the equipment records at
jeast once every two years. Any dif-

2 CFR Ch. Il (1-1-0¢6 Edition)

hetwaen ouanticies dater
mined by the physical nspection and
those shown 1n the azcounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
Lory, verify the existence, current oti-
Hzation, and continued need {or the
gquipment.

(4) A control system shall be in effect
to insure adequate safeguards o pre-
vent loss, damage, or theft of the
aquiprent. Any loss, damage, or theft
of equipment shall be Investigated and
fully documented; {f {he equipment was
owned by the Federal Government, the
recipient shall promptly notify the
Faderal awarding agency.

{5) Adegquate maintenance procedures
shall be Implemented to Xee the
equipment in good condition.

{6) Where the recipient is authorized
or required to sell the eguipment, prop-
er sales procedurss shall be established
which provide for competition to the

foroyoon

extent practicable and result in the
highest possible return.
(g} When the recipient no longer

needs the eguipment, the eguipment
may be used for other activities in ac-
cordance with the following standards
For equipment with a current per unit
fair market value of §5000 or more, the
recipient may retain the eqguipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or 1its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Fedseral participation in the cost of the
original project or program to the cur-
rent fair market valve of the equip-
ment. If the recipient has no need for
the squipment, the recipient shall re-
guest disposition instructions from the
Federal agwarding agency. The Federal
awerding agency shali determine
whaether the equipment can be used to
meet the agency's requirements. If no
reguirament exists within that agency,
the availabillty of the equipment shell
be reported to the General Services Ad-
ministration by the Federal awarding
agency Lo determine whether a reguire-
ment for the equipment exists in other
Faderal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no laber than 120 calendar

e
ATTACHMENT ... LA
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Garve afier Thie rellllenl’s reluest alic
the JoLOWIng Procedures shall govern
JiL 10 se instrucied or iof disposition
insLructions art nol issusl within 220
caiEnCar azve afier the recipient's re-
guest, the recipient shall sell the
eguipment anhd rermburse the Fsderal
awal'dlng agenly &L amount compuled
Ly applying L0 the sales proceeds Lhe
pereentage 0of Federal participation 1n
the cost of The original project or pro-
gram. However, the recipient shall be
permitied Lo deduct and retaln Irom
the Federa: share 3500 or ten percent of
the procecds, wnicnever is less, for the
recipient’s selling and handling ex-
Penses.

{23 11 the recipient is instructed 1o
ship the eguipment elsewhere, the re-
cipient shzll be reimburset Dy the Fed-
sral Government Dy an amount which
is computed by appl¥ing the pereent-
=ge of the recipiert’s participatior: in
tne cost of the original project or pro-
grarn to the current fair market value
ol the eguipment, plus any reasonable
SDIPPILE Of interirn StOrage coOSts 1n-
curred.

{3y If tne recipient is instrucied Lo
otherwlise dispose of the equipment. the
recipient shall be reimbursed by the
Federa) awarding agency ior such coste
menrret in ite disposition.

(d) The Federa! awarding agenty may
reserve the right to transier the title
+0 the TFederal Government or Lo 2
third party named by the Federal Gov-
ernment when such thiré party is otn-
erwise eligible gnder exisiing stzbuies.
Such transler snall be subisct 10 the
{oliowing standards.

(i} The sguipment shall bhe appro-
priately 1dernsifizd 1n the award or oth-
erwise made known oo the reciplent in
writing.

(i1} The Federazl awarding agency
shall  issue disposition  ilostructions
witbin 120 calendar dzys after receipt
of & final inventory Thoe final inven-
tory shzall list all eguipment acguired
with grant funds end {ederzlly-owned
sguipment. U the Federal awarding
agency Iails to issue disposition in-
structions within the 12¢ calendar day
period. the recipient shell apply the

svandardr of this section, as appro-
Tri&ate

{111} When the Federa] awarding
REEency exersises 1bE mght Lo Lake LiLIE,

JIRERCH

LitE sGLLPILE e Bl
nrovisions 1

ment.

o7 legeraliv-owhel suu.ie

t215.80 Supplies and other

able property.

expend-

(a, Title o supplies and oiher =
pendable property snall vest i1 the T
cipient apor acguisition. 1f there 18 2
residtal invenuory o! unused supplies
exgesding  §5000 in Lozl agpregale
value upon Lerrmination or completien
of the project or program andé the suf-
plies are not needed {or any other fed-
erzlly-sponsored projett Or Drogrem,
the recipient shall reiair the supplies
for use on non-Federal sponsorel ac-
tivities or sell them, put shall, iz ei-
ther case, compensate the Federal Gov-
ernment for its shere The amount of
compensation shall be computed in the
saIme manner &s Jor egquipment.

(b The recipient shall notl use sup-
piies acqguired with Federal funds to
provide services Lo non-Federal outsite
organizasions {or & {ee thet is less than
privale companies charge [or eghiva-
lent services, unless specifically au-
tnorized by Federal staoule &k long as
the Federal Government ret&ing ar -
terest in the supplies

¥
-

§215.86 Intangible property.

(z) The recipient may soprright any
weork that is subject to cop¥right and
was Geveloped. or for which ownership
was purcnased, under an award. The
Federa! ewarding agency(ies, reserve &
royvally-free, nonexclusive 2ng irrev-
ocable right o reproduce, pablish, or
otherwise use the work for Federa! pur-
poses, and Lo aunsnorize others L0 ag so.

{b; Reciplente are sulzject v applica-
ple regniations governing pabtents and
inventions, including rovernment-wide
regulations issued vy the Department
of Commerce at 37 CFE part 401,
“Eights tc Inventions Made by Mon-
profity Organizations and Small Buosi-
ness Firms Under Government Grantg,
Contracts  and Cooperatlve Agroee-
merite.”’

{e) The Federzl Sovernment has he
Tight Lo

i; Obuain, reproduse, pubilsh or oLk-
erwise Lse tThe firsi produced
unéer &L award,

Gala

T
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ooAanthorize athers Lo receive, repro-
duce, publish, or stherwise use such
date {or Fedarai purposes

by {1y In oaddivien, in oresponse Lo A
Frasdom of Information Act (FOLA) re-
miest {or research dats relating so pub-
i1shed rescarch findings produced under
an award Shat was used by the Federal
Covernment ih developing an agency
action that has the force and effect of
law, the FPederal awarding agency shall
request, and the rectpient shall pro-
vide, within a reasonable time, the re-
search daba so that they can be made
available to the public through the pro-
cedures sstablished under the FOIA. If
the Federal awarding agency ocbtains
the research data solely in response to
a POLA reqguest, the agency may charge
the reguester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
fiect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(b U.8.C. 552(a)4)(AN.

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

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

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

(B) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitote a
clearly unwarransed invasion of per-
sonal privacy, such as information that
counld he used to identify a parsicular
parson in a research study.

‘i) Published is defined as either
wien:

74) Research findings are published
in a peer-reviewed scientific or fech-
nizal journal, or

<
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B) A

ficially

Tederal agency publizly and of-
cites the research Jindings in
suppert of an agency action thatl has
the force and effact of law

/iil) Used by the Federal Govarnment
in developing an agency action Ghat
has the force and effect of law is de-
fined as when an agency publicty and
officially cites the research findings in
support of an agency action that has
the force and effect of law.

() Tifle to intangihle property and
debt Instruments acguired under an
award or subaward vests upon acglisi-
tion in the recipient. The recipient
shall use that property for the origi-
nally-aathorized purpose, and the re-
cipient shall not encumber the prop-
erty without approval of the Federal
awarding agency. When no longer need-
ed for the originally authorized pur-
pose, disposition of the intangible prop-
arty shall ocour in accordance with the
provistons of §215.34(g).

{689 FR 26281, May 11, 2004 as amended at 70
FR 51881, Aug, 31, 2005]

§215.37 Property trust relationship.

Real property, equipment, intangible
property and debt instraments that are
acguired or improved with Faderal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the preject or program mnder which
the property was acquirsd or improved.
Agencies meay require reciplents Go
record liens or other approprizte no-
tices of record to indicate that par-
sonal or rezl property has been ac-
guired or improved with Federal funds
and thaf use and disposition conditions
apply to the propersy.

PROCUREMENT STANDARDS

£215.40 Purpose of procuraement
standards.
Sections 216,41 through 216.48 set

forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
ahle property, equipment, real property
and other services with Federal funds.
These standards are furnished to en-
sure that such materialg and services
are obtained in an effective manner
and in compliance with the provisions

ATTACHMENT

oncE 20 oF A0 PAGES




OME Choular: and Suidance

applicabis Federal Stabuter znc ex-
souLivVe Oraers No addliiunal procure-
Lenl SLALNErGS OF reqUIrEmmEnLE Shall
pe imposed Y the Federa) awarting
AFENCIES UQOL TEGDIEnLE, Uniess spe-
cificelly reguired by FPederal sLatule or
crescutive Order o7 approved ny OME
+215.41

The statdards convained 1 this sec-
1ion do not relieve the regimeant of the
conlractual  responsibilities arising
under ite contracuts). The recipient is
she responsible zuthority, without re-
course vo the Federal awarding agency,
regarding the settlement and satisiac-
tior of all contractual ané adrministra-
tive issues arising cut of procurements
entered inte in support of &n award or
other agreement. This includes dis-
putes, clalmes, proteste of award, source
evaluation or other matters ol & Gon-
traciual nature. Mallers COncerning
violation of statute are two be referred
1o such Federal, State or iocal anthor-
DY ak may have proper Jurisdicvion.

Recipient responsibilities,

{21542 Codes of conduect.

The recipient shall maintaln writien
sgantargs of condact governing the
performance of its employees engaged
in the award and administration of
sonbrachks. No employee, officer, or
azent shall participate in the selection,
“Warg, or administration of & contract
supported py Federal funde i & rsal or
apparent condlict of interest would be
icvoived Suck & conflict would arise
when the empicyee, officer, or agent,
any member of his or her immediate
{zamiliy, hif or her pariner, or an Orga-
nization whnich employs or is abont Lo
empicy any of the parties indicated
nerein, has 2 financial or other interest
in the firm seiecied for an award. The
oificers. empioyees, ané agents of the
recipient snell neisher solicit nor ac-
cept grataities. [avors or anything of
monetary value {rom contractors, or
parties t¢ subagreements. However, re-
clpients meay sei sbahdarde {or situa-
rione in whnich the financlal interest is
not supstantial or the gift 1s an anso-
iicited item of wominal velue, The
standards of conduct skhzll provide for
disciplinary acilons o be applied {or
viciztione of such standards by offi-
cers, emplovess, or aEents of ihe re-
clpient

o&

5215.44

L210.49

L)) DIGLUTEIMEND rANSatUiOLE Slial.
e confducteld in & manner Lo provife
LG the TaXImuln exXtent Nractise!, DBl
and Iree competition. Tone reement
snall e alert to organizational ool
flicue of interest ag well &8 noNCUMDED-
tive pracbiCes amongy CONLraclors that
may resirict or ellminate compeliticr
or otherwise resirzln rade. In crder o
ensuré oDIECIIVe Contractor perforr.
anice znd eliminate unfalr competitive
advantage, contractors thai develop or
Graft  specifications, Taguirernenis.
statements of wor¥, invitailens Ior
Dide and/er requeste for proposals snal
be execluded from competing for sach
procurements. Awards shall be made o
the bidder or offeror whose nid or offer
is responsive Lo the selicitation and is
mest advantiageons Lo the recipient,
price, guality and other {actoTE consid-
ersd. Solicitations shall clearly se=:
forth all reguirements that the bidder
or offeror shall fulfili in order for the
bid or offer tc be evaluated by the re-
cipient. Anv and all bids or oflers may
e rejected wnen it is in the recipient’s
interest Lo de so.

Competition,

21544 Procurement procedures.

{2) £1] recipients shall establisk writ-
ten procurement proceduras. These
procedures shall provide {for, atl & mio-
imun, that parzgraphs (&)1}, (2) z2nd
(3y of this section apply.

(1) Reciplents avoid purchasing un-
nelegsiary 1Temes.

{2) Wnere appropriate, an analysis 1s
made of lease and purchase alier-
natives to determine wnich wonid be
the mMost economical and practical pro-
curement ior the Federal Government.

{3) Solicitations {or goods and serv-
ices provide for all of the following.

i) & clear and acourwte description
of the technica! requirements for tne
material. produact or service Lo be pro-
cured. In competitive procurements,
such & description spall not conlain
{eatures whico unduwly restrict com-
petition.

(11} Reguirements which the bidder
offeror must fulfill and all other fac-
sore o e usef in evaluating bide or
Proposais.

(ili; A description, wheneVer rac-
ticebie. of technical Treguiremente in
wermme of fanctions e ve performed or

ATTACHMENT
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Lt ingluding  the
range of irie Cnaracleristicg or
minimum acceptable standards.

/iv; The specific {eatures of “‘brand
name or egual’ descriptions that bid-
ders are required to meet when such
itemns are included in the solicitation.

vy The acceptance, to the extent
practicable and economically feasible,
of products and services dimensloned in
the metric system of measurement.

{vl} Preference, to the extent prac-
sicanle and economically feasible, for
products and services that conserve
natural resources and protect the snvi-
ronrment and are energy efficient.

{b) Positive efforts shall be made by
recipients to usllize small businesses,
minority-ownad firms, and women’s
husiness enterprises, whenever pos-
sible. Recipients of Federal awards
shall take all of the following steps to
further this goal.

(1} Ensure that small businesses, mi-
nerity-owned firms, and women's busi-
ness enserprises are vsed to the fullest
extent practicable.

(2) Make Information on forthcoming
opportunities  available and arrange
time frames [or purchases and con-
tracts to encourage and facilitate par-
ticipasion by small businesses, minor-
ity-owned firms, and women’s business
enterprises.

{3y Consider in the contract process
whether firms competing for larger
contracts intend to subcontract wilth

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

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

{5) Use the services and assistance, as
apoproprizte, of such organizations as
the Small Business Adminigfration and
the Depariment of Commerce’s Minor-
ity Business Development Agency (n
the solicitation and uatilization of
small businesses, minority-owned firms
and women's businsss enterprises,

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

60
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prooriate the parsicular progcure.
ment and for promoting the hest inter-
ast of the program or project involvad.
The ‘‘cogt-plus-a-parcentage-of-cost”
or “‘percentage of construction cost’
methods of contracting shall not be
used.

1d) Contracts shall be made only with
responsible contractors vho possess
the potential ability co perform suc-
cessfully under the terms and condi-
tions of the proposed procursment
Consideration shall be gilven to such
matters as contracior integrity, record
of past performance, financial and
technica! resources or accessibility to
other necessary resources. In certain
gcircumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of E.Q.s 12549 and 12689,
‘“Deharment and Suspension.”

(a) Recipients shall, on request, make
available for the Federal awarding
agency, pre-award review and procure-
ment documents, such as rsquest for
proposzls or invitations for bids, inde-
pendent cost estimates, ate., when any
of the following conditions apnly.

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

(2) The procurerment is expected to
exceed the small purchase threshold
fixed at 41 U.8.C. 403 (11) (currensly
$25,000) and is to be awarded without
competition or only one bid or ofier is
recelved in response to a solicitation.

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

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

{(8) A proposed contract modification
changss the scope of a contract or in-
creases bthe contract amount by more
than the amount of the small purchase
threshold.

for

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurernent files in connsaction with

-
ATTACHMENT ... L.

PAGE .. 722 OF .20 . PAGES




OME Circuilare and Guidance

SUENY ELCUrErnENl Aciion  Frite wlial
veit may e atoomplisned ln veriduc
waYE, 1nciuGing the combarison ol
price guoulablions submitied, marks:
prices gnd  similay  indicla, wogether
with discounts CoSl analysis 1e the Te-
view ang evaluation of each element of
¢ost o deuermine  Treasonablensss
allpcability and allowability

t 215,46 Procurement records.

Progurement records and fiiesr for
purchases in excess of the small pur-
cnase threshold shall include the 1o)-
lowing &t & minimumm:

fa} Basis for contractor selection,

{p; Justificetion for lack of competi-
tion whern competitive Dpids or oifers
are noi obtalned; and

{c) Basie for aweard ¢ost OF price.

£215.47

£ system {or contract administration
shzll be meaintvained 0 ensure CoD-
tracvor conforrmance with the terms,
conditions and specifications ol the
contract and to ensure adecuate and
timeiy follow up of all purchases. He-
cipients shall evaluate contracior per-
{ormence and docuernent, aE &ppre-
priale, whelther COnLracioTs have metl
the terms, congditions and specifica-
ions of tne ceniract.

Contract adminisiration.

$216.48 Coniract provisions.

The recipient shali include, in addi-
tion vo provisiont o define a sound and
cornplete agresment, the {ollowing pro-
visions in all contracie. The {ollowing
provisions shall also be applied to sub-
CONLracts

\&) Convracts in excess of the smmall

purchase thresho:d shall coniain con-
ractual provisions or conditions that
allow for adminisirative, coniraciual,
or isge! remedigs in Instances 1o which
2 CONLTECLOr VIDlZles OT Dreathes bhe
contract terms, and provide for such
remedial aotions as mey be &ppro-
priate

{(y Al conbtracts in excess of the
small purchase threshold shall contain
suitable provisicons {or termination by
the recipient, in¢cinding the manner by
which termination shall bpe eflecied
and the Dasie {or settlement. In addi-
tion, such tontracte shall describe con-
Gitions tnder wnich the contracl may
e serminated f{or aelault as well as

48

(48]

§21

LULGIDICNE WIESE Ll COLITRCL Thal DE
varminabed bhecalse 0! CircumsLances
pevont the comiiol of Lhe ConTraclLor.

() DMcept as OlLnerwise reguired oy
nalule, & awarc ithal reguires tne
or sehoontiracting;  ior

3

consracting  {(or

construction o Iacllily improvements
snall provide for The recipient Lo {foliow
‘e WD TEQUITEILENLE relaiing o g
puzranvees, performance nonds, sand
payment bonde unlese the construciion
CONLIAct or subsontract exceeds
$100,000. For those contracts or sub-
contracts exceeding 3100000, the Fed-
eral awarding AEEncy may atsept
bonding policy anf reguirernente of thie
recipient, provided the Federal award-
ing agency has meafde & determination
whzy the Federal Government's interest
ie adeguateiy protecued. 1f such z de-
terminaticn has not been rade, fhe
minimum reqguirements shall be asg {ol-
lows,

11y & bid guerentee from each bidder
equivalent to five percent of the bid
price. The “bid guarantee’ shali con-
sist of & firm commitment such as &
bid bond, certified check, or other ne-
gotiabie mstrument acComparnying &
bi€ a& assurance that the bidder shall
upon acceptance of his Did, execute
suCh contractual documents &k may e
reguirsd within the time specified.

(2, & performance bond orn the part of
the coniractor {or 100 percent of the
contract price. A “performance bond”
1& one executef in conhectior with &
contract 1o secure fuifillment of all the
contractor’s obligations under such
conwract

(3) & payment bond or the part of the
conbratior for 100 percent of the com-
tract price. A “payment bond’ if one
executed in connection with & contract
Lo assure payment as required by statl-
ue of all persens supplying labor and
meaterial in the execution of the work
provided {or in the contract.

{4) Where bonds are required im the
situations described herein, the bonds
shall be obiained {rom companies hold-
ing certificaves of authority && actepl-
aple sureviss pursuant to 31 CFK part
2223, "'Serevy Companies Doing Business
with the Uniced Siates.”

{d) Al negotiated conbracis [eXoeDpl
tnose for igss than the srnall purchase
wnresnold awarded by recipients shali
include £ provision ¢ the effect that

61
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§215.50

ihe recipient, the TFederal awording
agency, the Compurolier General of the
United States, or any of their duly aun-
shorized representatives, shall have ac-
sess Lo any bhoolis, docurmnents, papers
and records of $he contractor which are
directly pertinent to a s5pectfic pro-
gram for the purpose of maicing andits,

examinations, excerpts and tran-
scriptions.
fey All contracss, inchuding small

purchases, awarded by recipients and
their contractors shall contain fhe pro-
curement provisions of appendixz A to
this part, as applicable.

REPORTS AND RECORDS

§215.50 Purpose of reports and
records.
Secticns 21551 through 215.53 seb

forth &the procedures for monitoring
and reporting on the recipient's finan-
cial and program performance and the
necessary standard reporfing forms.
They also set forth record retention re-
guirements.

§215.51 Monitoring and reporting pro-
gram performuance.

(a) Recipients are responsible for
managing and rnonitoring each project,
program, subaward, funcfion or activ-
ity supported by the award. Recipients
shall monitor subawards to ensure sub-
recipients have met the audit reguire-
ments as delineated in §215.26.

(b} The Federal awarding agency
shall nprescribe the fraguency with
which the performance reports shall be
submitted. Except as provided in
§915.51(N, performance reports shall
not be reguired more frequently than
quarterly or, less frequently than an-
nuzlly, Annual reporss shall be due 20
calendar days after the grant year,
gquarterly or semi-aznnual reperts shall
ba due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple yesar awards
in Iieu of these reguirements. The {inal

erformance reports are due 90 cal-
endar days after the sxpiration or ber-
mination of the award.

(¢} If inapprepriate, a {inal technical
or performance report shall not be re-
gquired after completion of the project,

62
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idi Whnen reouired, performange re-
ports shall generally contain, for each
avward, brief information on each of vhe
following.

(1) A comparison of actual accom-
plishments with the goals and objec-
tlves established for the period. the
findings of the investigator, or both.
Whenever appropriate and the output
of programs or projects can bpe readily
quantified, such guantitative data
should be related to cost data for com-
putation of unlt costs.

{2) Reasons why established goals
wers not met, if aporopriate.

{3y Other pertinent !nformation in-
cluding, when appropriate, analysis
and eXplanation of cost overruns or
high anit costs.

(e} Recipients shall not be reguirad o
submit more than the eriginal and two
copies of performance reperts,

({} Recipients shall immediate!y no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall he given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet the objectlves of the
award. This notification shall include 2
statement of the action taken or con-
templated, and any assistance needed
to resolve the situation.

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

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

§215.52 Financial reporting.

{a) The following forms or such other
forms as may be approved by OMB are
authorized for obtaining {inancial in-
formation frorm recipients.

(1) SF-269 or SF-260A, Financial Sta-
tus Report.

(1) Each Federal awarding agency
shall reguire recipients to use the SP-
269 or SF-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal swarding agen-
cy may, however, have the option of
not requiring the SF-269 or SF-2694
when the SF-270, Request for Advance
or Reimbursement, or S¥-272, Report
of Federal Cash Transactions, ig deter-
mined to provide adeguate information
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Lorneel 1VE LiseQfs exesDl hel &
SH5L oy BF-ZEUA snall be reguilzt &l
GIE COMPlelion O The Project when ing
SF-270 i used cmiy for advanocet
Fegeral awarding
snazll prestrive Whnether Ghe report shaij
bE On & L&SD OF actrial bDasis the
Feaeral awarding agency regulres ac-
crual informatlon ancé the recipient’s
ZCCOUNTANE records are nol normally
Eept oL The ascrual DaSlE, The recipient
shiall not be required LC convert il€ ag-
sounting system, but skall develop
such aszrual informeation throvgh Dest
estimzates bassed on arn analysis of the
documensation oL hend.

(i1l) The TFederz) awarding agency
shall determine the freguency of The
Finaneiz) Status Report for each
project or program, considering the
size and complexity of the particular
proiect or program. However, the re-
port snall not be regoired more Ire-
guentiy than ouarterly or less Ire-
guently than annually. A final report
shall be required at the completion of
<he agreement.

{iv) Tne Federal awarding agency
shall require recipients to submit the
SF-985 or SF-2654 (am priginal enf nc
more than two copies) ne later than 30
deye after the end of each specified re-
porting pericd for guarterly and semi-
annua! reporte, and 90 calendar aays
{for annual and {final reporis. Erien-
siong of reporiing que dabes may De &p-
proved by the Federal awarding agency
upon reguest of the recipient.

(2, SF-272, Report of Federal Cash
TransatTlons.

(1) Wnern funds are advanced G re-
cipients the Federal awarding agency
shall require each recipient Lo submit
the SF-27% and, wheh necessary, iie
sontinuation sheet, SF-272a. The FTad-

el awarding agency shall use this re-
pory L0 monitor cash advanced Lo re-
vipienw and L obbaln disbursermnent in-
formasion for each agreement wish the
retipients.,

{11) Federal awarding agencies may
reguire {orecaste of Federal cash re-
guirements in the “HRemearks' sectlon
vl tne report.

i1 When p" actic
z85ary, Federal awar
require I‘eciplents
CRermarks’
WOVRICEE

Y
S

i, Tne Lgency

b
I

al and Gzerned
ding agencies may
o report in
section the amounnt of ca
ecelved 1n excesy of

¥l
wnhree

h

(o]

Gaye IeClml
Larralive eXPialations
LU re0uGE LIE EXCesE DALANCES.

Lecipienie snall be I(:L]LllY'{:ﬁ

v

Lo
SULMII NOL MOTe LRAL Lhe Lrige Tial and

WG copies of tne SF-UIZ 16 zziendas
daye {ollowing Lthe enc of each guarier
The Pelera: awarding agenties may re-

gulre a INONUNlY report Iron THOSE Ie-
cipiente recelving advances Lotaling &1
million or more per Year.

tvy Federal awarfing agencief Imay
waive the requirement jor submission
of the SF-27Z for anmy one of the fol-
10WINF I'easons:

{4, When montnly advances 4o not
excesd $25,000 per recipient, provided
That

seeh  advances are monitored
tnrough other forme contained in thic
section;

(B, I, ir the Federal awarding agen-

¢y’s opinion. the recipient = accounting
conurols are adeguate o minimize si-
cessive Federal advances; or,

(C) When ths electroniC payment
mechanisms provide adequate datz,

(o) Whern the Federz]l swarding agen-
cy needs additional information or
more freguent reporis, the following
shazli be observed.

(1) When additional infcrmetion g
negded Lo comply with legislative re-
grirermnents, Federal awarding agencies
shall issue instroctions to require re-
cipients te submnit such mformation
unger the "Temerks' section of the re-
por;..

{2y When & Federal awarding agency
determines tnat 2 I‘BGlpleIlt- 1= coount-
ing system doeg not meet the standards
i £215.21, stditional pertinent infor-
mebion to further moeniter awards may
be obtained upon written notize Lo the
recipient until such time a& the system
15 broughnst up to standard The Federa!
awarding agency, in ovtalning this in-

{ormation, shzl! comply with report
clearance requirements o 5 CFE part
1320.

{3, Federa! awarding agencies are en-
conraged te shade out apy line item or
2Ly report if not LECEssaTy.

i4; Federzl zwarding agencies may
acceps the ideptical information irormn
the recipients in macniné readable for-

metl Or compuier priniouts oI eiec-
wronic catpuie in liew of prescrined for-
MELE
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[£23]

5 Pedergr awarding Apencies may
urovide compuber 0 2lecironic outputs
¢ reciplentes when such expedites or
~gniributes Lo Lthe accuracy of report-

ing.

5215.58 Retention and access require-
ments for records,

{a) This section sets forth require-
ments for record refention and access
to rzeords for awards to recipients.
Faderal awarding agencies shall not
impose any other record retention or
access requirements upon reclpients.

(b} Financial records, supporiing doo-
uments, statistical records, and all
other records pertinent to an award
shall be retained for a period of three
vears from the date of submission of
the final expenditure report or, for
awards ohat are renewed gquarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
tions are the following,

(1) If any litigasion, claim, or andit is
started before the expiration of the 3-
vear period, the records shall be re-
tzined until all litigetion, claims or
audit findings involving the records
have been resolved and {inal action
taken.

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

{3) When records are transferred to or
maintained by the Federal awarding
agengy, the 3-year retention resquire-
ment is not applicable to the recipient.

4y Indirect cost rate proposals, cost
allocations plans, ete. as specified in
§215.53(7).

{c) Copies of original records may be
substituted for the original records if
suthorized by the PFederal awarding
agency.

(d}y The Federal awarding agency
shall request transfer of certaln
records to its custedy from recipients

when it determines that the rescords
nossess  long term retenfton  value.

However, in order %o avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retein any records that are
continucusly needed for joint use.

Z CFR Ch. It {(1-1-06 Edition)

f; The Pederal awarding agsncy, she
Ingpector General, Comoprroller Gen-
eral of the United Staies, or any of

their duly authorized represenszatives,
have fhe right of Simely and unre-
stricted access o any bhooks, docu-
ments, papers, or other records of re-
ciplents that are periinent Lo the
awards, in order to make audits, ex-
aminabions, excerpts, transcripts and
coples of such documents This right
also includes timely and reasonable ac-
cess to a reciplent’s persomne! for the
purpose of interview and discussion re-
lated to such documents. The rights of
access In this paragraph zre not lim-
ited to the required rstention period,
but shall last 28 iong as records are re-
tained,

(1Y Unless required by statute. no
Faderal awarding agency shall place
restrictions on recipients that limit
public access to the records of recipt-
ents that are pertinent to an aweard, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted from disclosure
pursuant to the Freedom of Informa-
tion Act (5 U.B.C. 582) if the records
had belonged to the Federal awarding
agency.

(g) Mndirect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)1}
and (gX2) of this section apply t6 the
following types of documentis, and their
supporving records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeahle
(such as computer usage chargeback

rates or composite Iringe benefit
rates),

(1) If submitied for negpotiction. If the
reciplent submits to the Federal

awarding apency or the subrecipient
submits to the reciplent the proposal,
pian, or other computation to form the
basis for negotiation of the rate, then
the 3-year retention period for its sup-
porting records starts on the date of
such submission.

{2y If not submitied for nmegotiation, I
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not reguired to submit
to the recipient the proposal, plan, or
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STLe! COMPALEDIOT. 107 NBFOWaLI LI DU
POSEs, el bhe F-¥LAr releniiol periol
{ur tne proposal  plah, ©r OCULer com-
putation &n0 11 SuPDUInng records
soarte mt the end of the fisse! year 1or
opoher weoounting period; wcoversd oy
tne proposal. plarn, or Gther Complia-

LT
TEEMIFATION ANL BENFORCEMENT

$215.60 Purpose of termination and
enforcement.
Sectione 21561 =znd 21L.62 sel forih
uniform suspension, sermination &aud
enforcement procedures.

£215.61 Terminatjon.

(a; Awards’ may be terminzted 1n
whole or 1n part only i paragraphe
313 (2) or (3 of this seCTIOT ADP:V.

1) By ihe Federal awarding agency,
if 2 recipient materially fails o comn-
ply with the terms and conditions of an
award,

(2] By the Federal awarding agency
with the consent of the recipient, in
whnich case fne two parties shall agree
upon the verminziion conditions, in-
cluding the effective dale and, i the
case of partial termination, the portion
¢ be terminated.

(3] By the recipient upor sending 1o
the Federal awarding agency writben
novification setting forth the reasone
for such termination, the effective
date. and in fhe case of partial sermi-
nation, the portion to be terminated.
Eowever, Ui the Federal ewaring agen-
¢y determines 1t tne case ©of pariial
termination that the reqauced or modi-
fied portion of the grani will not
complish the purposss for which the
grani wae made, it may LETMINALE Lhe
grant in itz entirety under either Para-
graphs (aX1) or (2} of this section.

o) 1f costs are mliowed under ar
awart, ohe responsinilities 07 the re-
cipient referred oo in §916.7a;, includ-
ing toose Ior Property MATAEETentT af
applicanle, shall e considered in the
rermination of the award, and provi-
gion shall e made {or conTLWITE re-
sponsibilities of the recipient afver ter-
mination, as aDpPropriae

al-

£215.62 Enforcement.

emedies for nonsomplionce 17 a2 Te-
meLerially fails Lo comply wish

= 3|
[ )
Y

(&3]

(&l

Lerme anc
whniner siatel i & F=0
TEFUIALION, ABRUTANGE, ADDPLC&LIOL,
notice Of award, the Federai awarding
agency Trady. 1n additiol: UG iMmMDUSiLg
2V 0 The S5DeClal CONGITIONE GLLLINSs
ir, [21814 uake one or moare of the Toi-
lowing aclione, a8 zDPRropriale 1L ihe
CIrCUTNSLANICES

1 Temporarily wiihhold cash pay-
mente pendig correciion of The defi-
clency by Lhe reciplent Or IOTée SBVEre
erndorcement action by the Federa!
awarding agency.

.
Uik

T

2y Disallow (that ig, deny both use OF

funds znd any applicable matching
credit for) all or part of the cost of The
annivity or action not i compllance

3) Wholly or partly suspenf or uer-
minate the current award.

{4y Withhold further awards
Dro)ect O PrOgTAIN.

(5; Take other remedles that rmay be
legzlly available.

{b) Hearings and appeals. In taking an
enforcermment  action, the awarting
agency shall provide the recipient an
opporoanity for nearing, appeal, or
other administirative procesding e
which the recipient 1s znfivlec under
any statute Or regulation applicable Lo
the action involved.

ior the

() Effecis of suspension and termi-
natipn. Costs of & recipient resaltuing

irom obligavions 1ncurred by the re-
¢ipient during & suspensior or afler
termination of an award are Dol zilow-
able unless the awarding agency ex-
pressly authorizes TneEm 0 the notice
of suspension or btermination Or subse-
guently., Otber reciplent posis during
spspension or after termination which
are TLecessary and not reascnably
avoidable aTe allowable if paragraphs
[y iy and (2 of this secticn apply.

(1: The costs resilt irom obhigations
which were properly incurred by the re-
cipient pefure the sifective date of sus-
pension 07 termination, are not in an-
ticipation of it, angé it the case of 2 Ler-
mination. are noncancellable.

(2 The costs would he allowabie if
the award were not suspended or ex-
pired normally &t the endé of the fund-
ing period ir which Iihe lermination
vazes effent.

(4} Relutionship o debavmenl ond Sus-

pergion.  The enforcement remsdics
identified ir ©hie section  inciuding
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" nnd Enon, do nob
iude 2 recipient {rom heing subiect
tn debarment and suspension ander
®.hs 19549 and 12609 and the Federal
awarding apency Implementsing regula-
tions (see §215.33)

ney

- a

Subpart D—After-the-Award
Requirements

£215.7¢ Purpose.

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

£215.71 Closeout procedures.

(a) Recipients shall submit, within 80
calendar days after the date of comple-
tion of the award, all financial, per-
formance, and other reports as required
by the terms and conditions of the
award. The Federal awarding agency
mey approve axtensions when re-
quested by the recipient.

() Unless She Federal awarding agen-
oy authorizes an extension. & recipient
shall liquidatce all obligations incurred
gnder the award not later than 90 cal-
endar days after the funding pericd or
the date of completion as specified in
the terms and conditions of the award
or in agency implementing instruoc-
tions.

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

{d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
sdvanced or paid and that is not auw-
thorized to be retained by the recipient
for use in other projects. CMB Circuiar
A-128 governs unreturned amounts that
hecome delinquent debts.

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

(fy The recipient shall account for
any real and personal property ac-
guired with Federal funds or recalved
from the Federal Government in ac-
cordance with §215.31 through §215.37.

(g} In the event a final audit has not
heen performed prior o the closeont of

65

2 CFR Ch. I {(1-1-06 Edition)

ar z=ward. the Pederal awarding agency
shall retaln the right to recover an ap-
propriafe amount after fully consid-
ering  the recommendations on dis-
allowed costs rasulting from the [inal
aundit.

9 and

=

21572 Suhsequent adjustments
continuing responsibilities.

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

(1) The right of the Federal awarding
agency wo disaliow costs and recover
funds on the basis of a later audit or
other review.

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

(33 Audit requirements in §215.26.

{4y Property management reguire-
ments in §215.31 through §216.37.

(5) Records retention as required in
§215.53.

fby After closeout of an award, a rela-
sionship created under an award may
be modified or znded in whole or in
part with the consent of the Federal
awarding agency and the recipient,
provided the responsibilities of the re-
cipient referred to inm paragraph (a) of
thisn section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as appropriate.

(69 PR 26281, May 11, 2004, as amended at 70
¥R 51881, Aug. 31, 2005}

$215.73 Collection of amounts due.

{a) Any funds paid to a recipient in
excess of the amount S0 which the re-
giptent is finally determined to be enti-
tied ander the terms and conditions of
the award constitute a debt to the Fad-
sral Government. If not paid within 2
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(a)1), {2) or (3) of this section.

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

(2) Withholding advance payments
otherwise doe o the recipient.

3) Taking other action permisted hy
statune,

/by Except as otherwise provided by
law, the Federal awarding agency shall
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&n Overdue
CPE Chapla:
OeligntlGh

ADPEROIY L TC Far? 25--CORTRLCT
PROVISIORE

£ cuntralits awarted LY & recipient in-
clucing smel! purchases Shal. conlell Lne
1gilowing provisiont at zpplitalhe

1 Bguol Employment Opporiufaiy—4All com-
tracts snalli conualn & provision Tequiring
compliaghoe with E.O. 11246, *'Eguza! Bmploy-
ment Opporturaty’ 0 FE 12815, 18838, 2
CFR, 1964-196f Cormmg., . 339, at amended by
E.C. 11878, “Amending Executive Grder 1124f
T.elating ¢ Eogual XEmployment Oppor-
twnity,” and as supplemented Dy regulations
al 41 CFR part 60, "Office of Federa! Con-
tract Compliance Programe, Egne! BEmploy-
ment. Opportunity, Departmens of Laper. ™

¢ Copeland “Anti-Kicibnok' Act (18 U.E.C.
&74 anad 40 U.£.C. 276c)—41] contracts and sub-
grante i exces: ol $200¢ for comsiructiok or
repair awarded by reciplents ant subrecipi-
ente shall include & provisior {or compliance
with the Gopeland “Ansi-Fickbazk® Aot (1E
T.E.C 81 2t supplemented by Department
af Labor regnlztions {2 CFK part &, “Con-
Tractors ant Subsontractors or Public Bulld-
ing or Public Work Plpzneed 1n Whole or 1o
Part by Loeans or Grants Irom the United
States''). The Act provides that each con-
WaCcLor Or Bubrecipient snali be prohibited
{rom inducing, by ey Imeazls, any peErsen
employ el 1L the constructier, completion, or
repalr of public work, to give up any part of
the compensation o which he 15 otherwise
entitled. The reciplient shull repori all sus-
pecied or reporiet violalipms to vhe Federal
awarding agency
Domis-Bogor Aci, wv amendsd {40 U.L.C.
te a-7—Wnen reguired by Federa! pro-
grarn legisiation. al. construciion conITACLS
awarded by the recipients znd sabrecipients
ol more vhan $2000 shall ipclude & Provisioch
{or compliance with the Davis-Bacon Act {40
TLE.C. 27be 1o &-7) ang at supplemented by
Deparument of Liabor regulations (25 CFR
Part b, “'Labor Siandards Provisions ADplica-
ble v Contracts Governing Federally Fi-
nenced and £ssisved Construction') Under
ihie Act, contractors shal] be required Lo pay
wages w0 lgborers and mechanics al z TaLe
Lol Jess Lhap the minumum wages specliled
in & wege determinatior made by the Sec-
revary of Laebor. In addition, Coniraclors
snall be Teqrired iCc pay wages nol 1e8f LhaD
onoe & week The recipient shall place 2 copy
o] the current prevalling wage delerminasion
1ssued Dy Uhe Deparument of Labor ir each
s50liciLabion ant tne award of &2 contract soall
e conditioned UpOL The ateePLance of The
weage deternminatvion. The recipient shali re-

™

FiOZ2IE App A

pert wll suspeoLeS OF TEROTLEC Aal.s iUl LD
Lhv Federa awarliflf aiency

4 Zemrraot Werp Hours and Sefery Stangar gl
AC (46 LS O 32T-33—Where applicabie =li
COMTIACLY WwaTGEC DY IECIDIBLLE 1L excess of
S2000 {0r LOnSTrucilon COREracts and ir ex-
cest of L2500 {or uiber CORWFECLE Lhal lnvoive
e empioymen: of mechanies or muorers
shall lnclude & provigion 10 Compliante with
secuions 107 and 107 of the Contract Wwork
Hours and Safety Standardas £ol al UEC
327-833;, at supplementied by Depariment aof
Lapo! regulations (3¢ CTER part 5). Under ses-
tion 102 of the Aot gach conlraclor shall be
reguired 0 compute the wages of every me-
chanic and laborer or the baSis of a Slandald
work week of 40 nours Work ir excess of the
svanfdard work week i permissivle provided
that the worker is compensatef at 2 rate of
not less thar 1% times the Dasic raie of pey
for ali nours worked in excesg of 4¢ hours 1n
the work week Sectior 107 of toe Acl is &ap-
plicable to construction work and providges
thal oo laborer or mechanic sShall be required
o work 1n surroundings or under working
conditions which &re ubsanitary, hazartaons
or dazngerpus. These requirements do not
apply wo the purchases of supplies or rmate-
rials or ariicles ordinarliy avaijlable on the
oper market, or contracts lor transporiation
or transmissicn of intelligence

5. Rights to Invention: Mode Under a Con-
tract or Agreement—COonIracts OF AETEETNHENLE
for the periormance of experiinental, devel-
oprmienval, or reseerch work shall provide for
the rights of the Federaw]l Government znd
tne recipient in any resulting inventicn in
nocordance with 37 CTE part 401, "Highie 1o
Invention: Made by MNonprofit Orgarnizations
and Small Business Firme Under Govern-
ment Grents, Conirecis and Cocperative
Agreermenss,” and a0y UnPIEMEnNIng regala-
Tione 1ssuet by the awarding agency.

£ Dlean Air Act (47 U.L.C. 7401 et seq.; and
the Federal Wuoter Follution Conivo! Aot (33

o

.5 1251 et seg.), as emended—Copiracts
and subgrants of amounus o eXcess of

100,000 snall conbaic & provision thal re-
guires the recipient Lc agree it ComMpiy with
a]l applicable standards, orders or regula-
tions issued pursuant to bthe Clean Alr Act
142 U.B.C. 7405 € seg,; and the Federal Waler
Follation Control 4o! as amended (32 T.EC
1281 el seg ) Viclatione shall be reporited to
vne Federal awerding arency and the Fe-
gionel Office of the Bnvironmenval Troues-
tior Agency (BEPAY

7. Byrd Anti-Lobbying Amendment {30 U.8.C.
ji52)~~-Contractors who opply or bid {or an
zward of 5100,000 or more shall flie the Te-
guired certificawion. Each tier cercifies to
the tier above that 11 wili pot &and has nol
used Federal appropriated {unds to pay any
peTSOL Or organizatiol fpr infivenclng or al-
+empting we influence ar officer or emploves
of any sgency, & rmember of Congress, officer
or empicyee 0f COngress, o1 ar elnpleyes of &

——
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memiyer of DONETESS 10 Lonne
waining any Federal sontraci, granf ov a
sther award covered by 31 U.B.C 1362 BEact
sier shall also disclese any iohbying with
non-Fegeral funds shat takes place in con-
nection with obtaining any Federz) award,
Such disclosures are forwarded from sler o
Wer #p to the recipient

§. Debarment and Suspension (E.O.s 12540
and 126894  consract  award  with an
amount expectad to egual or exceed 325000
and oertaln other contract awards (see 2 CFR
160.220) shall not he made to parties listed on
the government-wide Excludsd Parties List
Swyatemn, in accortdance with the OMEB guide-
Hnes at 2 CFR part 180 that tmplement E.C.s
12549 (3 CFR, 1886 Comp., p. 189) and 12680 {3
CPR, 1989 Comp.. p. 285), "“Debarment and
Suspension.” The Excluded Parties List Sve-
tem contalns the names of parties debarred,
suspended. or otherwise excluded by agen-
riss, as well as parties declared ineligible
under statutory or regulatory authority
other than BE.O. 12548,

[69 FER 26281, May 11, 2004, as amended at 70
TR 51879, Aug. 3%, 2005]

PARTS 216-219 [RESERVED]

PART 226—COST PRINCIPLES FOR
EDUCATIONAL INSTITUTIONS
(OMB CIRCULAR A-21)

Sac.

220.5 Purpose.

22018 Scope.

220.18  Policy.

220.20 Applicability.

220.26 OMBE responsibilities.

220.30 Federai agency responsibilities.

220.35 Effective date of changes.

220,40 Relationshlp to previous issuance.

220.45 Informatlion contact.

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

AUTHORITY: 31 U.5.C0. 303; 31 U.5.C. 1111, 41

U.8.C. 408 Reorganization Plan No, 2 of 1870,

E.Q. 11541, 36 FR 10737, 3 CFR, 1886-1870, p.

938.

SGURCE: 0 FR 51881, Aug. 31, 2005, unless
otherwisz noted.

§220.5

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

Purpose.

68

2 CFR Ch. I 11-1-06 Edition;

5 020.70

The principles in this past deal with
e subject of cost determination. and
make no attempt e identify the cir-
cumstances or dictaie the sxtent of
agency znd mmstitational participation
in whe financing of a4 particular project
Provision for profit, ar other increment
above cost is outside the scope of this
nart.

Scoype.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal] Gov-
ernment bear itz fair share of total
costs, dstermined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pected Lo place additional restrictions
on individual {tems of cost. The suc-
cessful apolication of cost accounting
principles requires development of mu-
tuzal understanding between represent-
atives of educasional institutions and
of the Federal Government as to their
scope, implementation, and interpreta-
tion.

§220.20 Applicability.

{a) All Federal agencies thaf sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendizx A to this part in determining
the costg incurred for such work., The
principles shall also be used as a guide
in the pricing of fixed price or lamp
sum agreernents.

(b) Bach federal agency that awards
defense-related contracis to & Feder-
ally Funded Research and Development
Center (FFRDC) assoclated with an
aducational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issuwed by the
Cost Accounting Standards Beard and
set forth in 47 CFR part 99.

§220.256 OMB responsibilities.

OMBE 1s responsible for:

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

(b) Interpreting the policy require-
ments in this part and providing assist-
ance to ensure effective and efficient
implementation.
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CIRCULEFR NT. B-120

kevised May 10, 2004

TG THE HEERDD OF DYECUTIVE DEPERRTMERTS BNL ESTEZBLISHMENTS

for Non-Proeiic Organizations

SUBJECT:

=
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o
n
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1. Purpcse. This Circular establiishes principlee for determining costs of
grants, contracts and other agreements with non~preofit organizations. It does
not apply To colleges and universities which are covered by Office of Managemen:
and Budget (OMB) Circular A-21, "Cost Principies for Educaticnal Institutions™;
State, local, and federazlly-recognized Indizn tribzl governments which are
covered by OME Circulazr Z-87, "Cost Principles for State, Local, and Indian
Tribal Governments"; or hospitzls. The principles are designed to provide thart
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of
cost sharing cor matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on individual cost elements by Federazl agencies. Provision for
proiit or other increment above cost is cuteide the scope of this Circular.

2. Supersession. This Circular supersedes cost principles issued by individual
agencies for non-profit organizations.

3. DLpplicability.

a. These principles shall be used by all Federal agencies in determining
the cests of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and cother contracts in
which costs are used in pricing, administration, or settlement. 211 <f these
instruments are hereafter referred to as awards. The principles dec not apply to
awards under which an organizatiocn is not reguired to account to the Federal
Government for actual costs incurred.

b. &ll cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
organization concerned. Thus, if a subaward is to a non-profit crganization,
thig Circular shall apply; if a subaward is to a commercial organizaticn, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to a college or universaity, Circular &-?1 shall apply,; if a subaward is to a
State, local, or federally-recognized Indian txribal government, Circular A-87
shall apply.

—_—
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&, Non-Lrofllit organizatlion means any SLILGYation, STEST, as30Tiactian,
Tonuarative, oY other srganifation whish
L. is operated primarily Ior Tifiic, educetionzl, service,
ThET =, or similar purpsses in The pubkl nITerasi;
t2: 15 not organized primarily for profii: and

f37 uses iis net proceeds to maintain, improve, and/sor expand its
operatlons. For this purpose, the term "non-profit organization" zxcludes (i
colleges and universities; {(ii} hespitals; {(iii) State, local, and federally-
recognized Indian tribal governmments:; and (iv}) those”
non-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those items that are designated as redquiring priocr
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 9f their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles., Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
attachment C. Other organizations may be added from time to time.

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

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

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

8. Requests for exceptions. OMB may grant exceptions to the regquirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly
unuesual 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 yesar. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Barlier implementation, or a delay in
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T the {clilowing general criteria:

Factors affecting allowanllizy of zosts. To ne allowable under an
s 5L mee

awars, Tosis omy

a. Be resa whe award ang he allocabis
trherets gnder these principls ’

b, Conform to any limitations or exclusions ser forth in thase
principles or in the award as to types or amount of cost items.
< Be consistent with policies and procedures that apply uniformly

to poth federally-financed and orther activities of the organization.
d. Be accorded consistent treatment.

e. Be determined in accordance with generally accepted accounting
principles {(GAAP). '

used to meet cost sharing or

f. HNot be includad as 5t or
rzlly-financed program in either the

d
matching requirements of any other fed
current or a prior period.

g. BPBe adequately documented.

t o

3. Reasonable costs. A cost is reasonable i1f, n its nature or amount,
it does not exceed that which would be incurred by & prudent person under the
circumstances prevailing at the time the decision was made to incur the costs.
The question of the reasonablensss of specific costs must be scrutinized with
particular care in connection with organizations Or separate divisions therecl
which receive %he prependerance of their support from awards made by Federal
agencies. In determining the reasonableness of a given cost, consideration
shall be given to:

L

a. Whether the cost is of a type generally recognized as ordinary
and necessary for the operetion of the organization or the performance of the
award.
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(1) Is incurred specifically for the award.

{2} Benefits both the award and other work and can he
distributed in reasonable propeortion to the benefits received, or

{3} Is necessary to the overall cperation of the organization,
although a direct relationship to any particular cost objective cannot be shown.

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

5. Zpplicable credits.

a. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to cifset or reduce expense items that
are allocable to awards as direct or indirect costs. Typicel examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
organization relsate to allowable cost, they shall be credited to the Federal
Government either zs a cost reduction or cash refund, as appropriate.

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

¢. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. .74 of Office of Management and
Budget (OMB} Circular 2-110, "Uniform Administrative Reguirements for Grants and
Agreements with Institutions of Higher Education, Hespitals, and Other Non-
Profit Organizations.”

S
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reasonabliensss or aiiocability of that
. Zondicional exemptions.

a. OMB autnhorizes conditional a2xempiion from OMB administrative
reguirements and cost principles circulars for certain Fedsral programs with
scatutorily-authorized consolidated planning and consolidated administrative
funding, that are identified by a Federal agency and approved by the head of
the Executive department or establishment. A Federal sgency shall consult with
OMB during its consideration of whether to grant such an exemption.

b, To promote efficiency in State and locel program administra=zion,
when Federal non-entitlement programs with common purpeses have specifi
statutorily-authorized consclidated planning and consolidated administrative
funding and where most of the State agency's resources come from non-Federzl
sources, Federal agencies may sxempt these covered State-administered, non-
entitlement grant programs from ceriain OMB grants management reguirements. Ths
exemptions would be from all but the allocability of costs provisions of OMB
Circulars A-87 (Attachment A, subsection C.3}, "Cost Principles for Staie,
Local, and Indian Tribal Governments," R-21 (Section C, subpart 4}, "Cost
Principles for Educational Institutions,” and A-122 {Attachment 2, subsection
B.4), "Cost Principles for Non-Profit Organizations,™ and from alil of the
administrative reguirements provisions of OMB Circular A-110, "Uniform
administrative Requirements 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
preraguisite 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 A-87, and
extend such policies to all subrecipients. These fiscal and administrative
requirements must De sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and funds are
not be used for general expenses required to carry out cther 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




z cervaln actlvities are not zllowable as crnarges teo Federzl
gwerde te, fundraising coste in peragraph 17 of Ertracnoment Ei.
however, = hese costs are unellowable Ior purposes of computing
charges t¢ Federal awards, they nonetheless must be trested as direct costs for
purposes of determining indirect cost rates and be zllocated their share of tne
organization’'s indirect coste if they represent activities which (1} include the

L& o 1, (2} oceupy space, and {3} benefit from the crganization's

The costs of activities performed primarily as a service to nembers,
r the general public when significant and necessary to the

t 's mission must be treated as direct costs whether or not allowable
1located an eguitable share of indirect costs. GSome examples of thess
activities include:

s. Maintenance of membership rolls, subscriptions, publicaticns,
and related functions.

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

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

d. Meetings and confersnces except those held to conduct the
gzneral admirnistration of the organization.

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

f. BAdministration c¢f group benefits on behalf of members or
clients, including life and hospital insurance, anpnuity or retirement plans,
financial aid, etc.

C. 1Indirect Costs

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

2. Beczuse of the diverse characteristics and accouﬂting practices of
non-profit corganizations, it is not possible to specify the types of cost which
may be classified as indirect cost in all situstions. However, typical examples
of indirect cost for many non-profit crganizations may include depreciation or
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operasions and maintenance zxpenses. "Bdministration®™ is defined as gene
administration and general =xpenses such as the director's cffice, accoun
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perzonnel, library expensas and all other types of expenditures not list
specifically under one of the subcategories of "Facilitles" fincluding ¢
allocations from other pools, where applicable). See indirect cost rate
reporting reguirements in subparagraphs D.Z.e and D.2.g.

. Ellocation of Indirect Costs and Determination of Indirect Cost Rates
1. General.

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

b. Where an organization has several major functions which benefit
from its indirect costs in varying degrees, allocation of indirect cosis may
require the accumulation of such costs intc separate cost groupings which then
are allocated individually to benefiting functions by means of a base which best
measures the relative degree of benefit. The indirect costs allocated to each
function are then distributed to individual awards and other activities included
in that function by means of an indirect cost rate(s}.

¢. The determination of what constitutes an organization's major
functions will depend on its purpose in being; the types of services it renders
to the public, its clients, and its members; and the amount of effort it devotes
to such activities as fundraising, public information and membership activities.

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

e. The base pariod for the allocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be so selected as to avcid
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 cests for
the bage period as either direct or indirect, and (ii) dividing the total
allowable indirect costs {net of applicable credits) by an eguitable
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o bBotn The direct 2oste and the ndilrect costs sha ude
capztel expenditures and unesllowablie costs Howszver, unallowapl which
represent attivities must be included -n the direct costs under iaitions
aescribed I1n subparagraph B.3.

c. The distribution hbase may be totsl direct costs fexcluding

capztal expenditures and other distorting items, such
subgrants), direct salaries and wages, or other base
eguitable distribution. The distribution base shzll
participant support costs as defined in paragraph 22
d. Except where a special rate(s) is reg
subparagrapnh 5, the indirect
applicable to all awards at the organization.

appropriate modi

(=4

If

2. For an organization that receives mor
Federal funding of direct costs in a fiscal vear,
cost compeonent into two broad categories, Facilities
defined in subparagraph C.3, is reguired.
as the percentage which the amount of the particular
(L.e., Facilities or Administration]

that category.

i

i

3. Multiple allocation base method

a. General,.
mejor functions in varying degrees, indirect costs sh
separate cost groupings, as described in subparagraph

then be allocated indiwvidually to benefitting functions by means of
The default allocation kases by cost pocl

pest measures the relative benefits.
are described in subparagraph c.

b. Identification of indirect costs.

Where an crganization's indirect costs ben

a5 major subcontracis or
which results in an
generally exclude
of Attachment B.

uired in accordence with

cost rate developed under the above principles is
specizl ratels
fications shall be made in order to develop the special

5)

is reguired,
ratels).

e than 510 million in

a breakout cf the indirect

and Administration as

The rate in each case shall be stated

indirect cost category

is of the distributicn hase identified with

efit its

all be azccumulated into

b. EBach grouping shall

& base which

(=}

Cost groupings shall be

established so as to permit the allocztion of esach grouping on the basis of

benefits provided to the major functions.

Each grouping shall constitute a pool

of expenses that are of like character in terms of functions they benefit and in

terms of the allocation base which best measures the
to each function.

"Facilities" and "Administration," as described in subparagraph C.3.

indirect cost pools are defined as follows:
(1}
improvements to land and buildings, and equip

accordance with paragraph 11 of Attachment B
allowances") .

11

Depreciation and use allowances.
heading are the pertion of the costs of the crganization’s buildings,

relative benefits provided

The groupings are classified within the two broad categories:

The

The expenses under this

capital
ment which zre computed in
("Depreciaticn and use
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srritdings, sguinment and capital Lmprovements are somputed in ac
Laragravh 22 of httachment B ("InTerest”)
Operstion and maintsnance expenses.  The expenses under
& [hat have heen incurred for the administiration,
2, preserva:ian, and proteczicn of the organization’
include expenses nowmd4¢y incurrad for such items as:

and ptility services; repairs and ordinary or normal alteratisns of

pusidings, furniture and eguipment; care of grounds; maintenance and operation
of buildirgs and other plant facilities; sacurity; earthquake and disaster
preparedness: environmental safety; hazardous waste disposal; propsrty,
liakility and ovther insurance relating to property; space and capital leasing;
farcility planning and management; and, central receiving. The operation and
maintenance sxpenses category shall also include its aliocable share of iringe
hanafit oosts, depreciation and use allowances, and interest costs.

l4) General administration and general expenses.. The expenses
under this heading are those that have bsen incurred for the overall gensral
executive and administrative offices of the organization and other expenses of a
general nature which do not relate solely to any major function of the
organization. This category shall alsc include its allocable szhare of fringe
benefit costs, operation and maintenmance 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
counsal, 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 cests. 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 salaries and
wages of administrative and pooled clerical staff should normally be tresated as
indirect costs. Direct charging of thess costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved cam be identified with ths
program oxr activity. Items such as office supplies, postage, local telephone
costs, periodicals and membserships should normally be treated as indirect costs.

¢. Allocation bases. Actual conditions shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping to
penefitting functions. The essential consideration in selecting a methed or a
base is that it is the one best suited for assigning the pocl of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
rzlationship 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 selecied base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would result in a
more equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The results of

N
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brilding on the basi sable sguare feet of space, =sxcluding common area
such &= hallways, stair w_lLU, and restrooms.
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{c) Depreciation or use allowances on buildings, capita
mprovements and eguipment related space (e.g., individual rooms, and
laboratories) used jointly by more than one function (as determined by the users
¢f the space) shall be treated zs follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

(i) the emplcyees and other users on a full-time
equivalent (FTE} basis or salaries and wages of thcose individuzal functions
benefitting from the use of that space; or

{1i) organization-wide employee FIEs or salaries
and wages applicable to the benefitting functions of the organization.

{d) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, mnot included in the cost of buildings, shall be allocated teo user
categories on & FTE basis and distributed to major functions in proportion to
the salaries and wages of all employees applicable to the functions.

{2y Interest. Interest costs shall be allocated in the same
manner as the depreciation or use zllowances on the buildings, equipment and
capital equipments to which the interest relates.

{3) Operatiomn and maintéenance expenses. Operation and
mzintenance expenses shall be allocated in the same manner as the depreciation
and use allowances.

{4) General administration and general expenses. General
admiristration and general expenses shzll be allocated to benefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.f.
The expenses included in this categery could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be. dl1OCated te benefitting
functions based on MTDC.

d. QOrder of distribution.

Indirect cost categor*bs consisting of depreciation and
T e

use ration and mzintenance, and generzl administration

41}

llowances, in

i o,
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(7: Wormalily, an indirect cost cetegory will pe considerad
~in3ad onze i+ has besn allocated to other cost objectives, and costs shall not
ne subseguent.y alleocated to it. However, a cross ailocation of 26sts between
Swe oy move indirect zosts categories could be used If such allocation will
~23ult in a more equitable allocation of costs. If & cross allozation is used,
an appropriate medification to the composition of the indirecr z—ost categorias
n oredquired.

e. PRpplication of indirect cost rate or rates. £Except where a
special indirest cest rate(s) is reguired in accordance with subparagraph D%,
the separate groupings of indirect costs allocated to each major function shall
pe aggregated and treated as a common pool for that function. The costs in the
common pool shall then be distributed to individual awards included in that

function by use of a single indirect cost rate.

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 zll salaries and wages, fringe
benefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant or subcontract).  Eguipment, capital
sxpenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. Participant Support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to aveid
a serious inequity in the distribution of indirect costs.

g. 1Individual Rate Components. An indirect cost rate shall bhe
determined for each separate indirect cost pool developed. The rate in each
case shall be stated as the percentage which the amount of the particular
indirect cost pool is of the distribution base identified with that pool. Each
indirect cost rate negotiation or determination agreement shall include
development of the rate for each indirect cost poel as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration,™ as described in
subparagraph C. 3.

4. Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate thelr 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 =ach joint cost is prorated
using a base which accurately measures the benefits provided to each award or

ey
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. Special ipdirect zost rates. In some instances, a single indirect
cost rate for all tivities of an organization or for each msjor function of
the organization may not be appropriate, since it would not take intoc account
those different factors which may substantizlly affect the indirect costs
applicable te a particular segment cof work. For this purpose, a particular
segment of work may be that performed under z single award or it may consist of
work under a group of awards performed in a common environment. These factors
may include the pbysical location of the work, the level of administrative
support required, the nature of the facilities or other resources employed, the
scientific disciplines or technicel skills involved, the organizational
arrangements used, or any combination therecof. 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 pocl applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i} the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. DNegotiation and Approval of Indirsct Cost Rates

1. Definitions. As used in this section, the following terms have the

meanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit crganization on .
behalf of all Federal agencies.

b. Predetermined rate means an indirect cost rate, applicable fo g
specified current cr future periecd, usually the crganization's fiscal yezr. The
rate is based on an estimate of the costs to be incurred during the period. &
predetermined rate is not subject to adjustment.

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

d. Final rate mezns an indirect cost rate applicable to a specified
past period which is based on the actual costs of the period. & final rate is
not subject to adjustment.
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2. Megotiation and approval of rates.

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

Federal awards to the organization. R1l concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

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

L. & non-profit organizatlion which has not previocusly established
an indirect cost rate with a Federal agency shall -submit its initial indirect
cost proposal immediately after the corganization is advised that an award will
e made and, in no event, later than three months after the effective date of
the award.

c. Organizations that have previously established indirect cost
rates must submit a new indirect cost proposal to the cognizant agency 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 based
on the organization's actual costs.

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

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

e
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i T othe =¥tent Thal prorleme zre encountered among the Federal
agenclies in connsction with Thne negoriation and approval process, OMB will lend
assistance as reguired tTo resolve such problems in a Timely manner.
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Advertising and publiz re.azions 05Is
Advisory councils

2lcohelic heverages

Audit costs and reslataed services

Bad debts
Bonding costs
Communication
Compensaticn
Contingency provis
Defense and prosec
and patent infring
Depreciation and use allowances
Donations and contributions

Employee morale, health, and wellare cos
Entertalnment costs

Equipment and other capital expendizures
Fines and penalties

Fund raising and investment management COSTS

Gains and losses on depreciable assets

Goods or services for personal uss

Housing and personal living esxpenses

Icddlle facilities and idle capacity

Insurance and Indemnification

Interest

Labor relations costs

Lobbying

Losses on other sponsored agreementis or copnptracts
Maintenance and repair costs

Materials and supplies costs

Meetings and conferences

Memberships, subscriptions, and professional activity costs
Organization cests -

Page charges in professional djournals

Participant support costs

Patent costs '

Plant and homeland security costs

Pre-agreement costs

Profaessional services costs

Publication and printing costs

Rearrangement and alteration costs

Reconversion costs

Recruiting costs

Relopcation costs

Rental costs of buildings and eguipment

Rovaities and other costs for use of patents and copvrights
Selling and marketing

Specialized service facilities

Tazes

Termination costs applicable to sponsored agreementis

perasnal services
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al.nwabl lity in each zase should be Dased on the treatment oOr prionslipld
providerd similar or related items of cost.

1. Adverzlising and public relations £o0sis,

a. The tevm advertising 2osts means the cests of adveriising media and
sorollary administrative costs. Advertising media inziuvde magazines
newspapers, ;deO and television, direcrt mail, exhipits, elesctronic or compuger
transmitctals, nd the like.

b. The term public relations incliudes community relations and means theose
activities dedicated to maintaining the image ¢f <he non-prefii organization or
maintaining or promoting understanding and favorable zelations with the
community or public at large or any segment of the public.

c. The only zliowable advertising costs are those which are solely for:

(i) The recruitment of personnel reguired Ior the performance by the
non—-proiit organization of obligations arising under & Federzl award {3ege also
Attachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocation
COStsl g
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2} The procurement ¢f goods and services o

{3) The disposal of scrap or surplus materials acquire
performance of a Federal award except when non-profit organjzation
reimbursed for disposal costs at & predetermined amount: or

e

S

o)
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(4) Other specific purposes necessary to meet the reguiremen
the Federal award.

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

{2} Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from performance of Federal
awards {these costs are considered necessary as part of the outreach effort for
the Federal awardi; or

{3) Costs of conducting general lizison with news media and
government public relations ofiicers, to the ertemt that such activities are
limited to communication and liaison necessary Keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, etc. '
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Zosts of meetings, conventions,
tivities of the non-prof:zt o
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(2) Costs of displays, demonstirations, and exnibits;

Costs of meeting rooms, hospitality suites, and other
ed 1n conjunction with shows and other specizl events: and

n -

{c) Salaries and wages of employvees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

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

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

2. Advisory Councils
Costs incurred by advisory councils or committees are allowable as a direct cost

where authorized by the Federal awarding agency or as an indirect cost where
ailocable to Federal awards.

Elcoholic beverages. Costs of zlcoholic beverages are unallowable.

(@3]

4. RAudift costs and related services

a The costs of audits required by , and performed in accordance with, the
£ingle Andit Act, as implemented by Circular £-133, "Audits of States, Local
Governments, and Non-Profit Organizations” are allowable. ZAlso see 31 USC
7505(b) and sectien 230 (“Budit Costs”) of Circular R-133.

b. Other audit costs are allowable if included in an indirect cost rate .
proposal, or if specifically approved by the awarding agency a5 a direct cost to
an award.

c. The cost of agreed-upon procedures engagements to monitor subrecipients who
are exempted from A-133 under séction 200{d) are allowable, subject tc the
conditione listed im 2-133, section 230 (b) (2).
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Bonding zosts,
G Bonding costs arise when the Federal Government reguirs$ assurance
s5 o 1ts5e:f or others by rezson of the act or deiault of

57 Zinmancial loss t
non-proflt organization. They arise also in instances where the non-praiit
organscation requires similar assurance. Included are such bonds as bid,
narformence, payment, advance payment, infringement, and fidelity bonds.

b. Tosts of bonding reguired pursuant to the terms oI the award arve
allowahie.

¢. . Costs of bonding required by the non-profit organization in the
general conduct of its operations are allowable to the extent that such bonding
15 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, electronic or computier
transmittal services and the like are allowable.

8. Compensation for personal services,.

a. Definition. Compensation for personal services includes all
compensation paid currently or accrued by the crganization for services of
employees rendered during the period of the award (except ‘as otherwise provided
in subparagraph h). It includes, but is not limited te, salaries, wages,
director's and exscutive committes member's fees, incentive awards, fringe
benefits, pension plan costs, allowances for off-site pay, incentive pay,
location allowances, hardship pey, and cost of liiving differentials.

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

{1) Total compensation te individual employees is reasonable for the
services rendered and conforms to the established policy of the organization
consistently applied to both Federal and non-Federal actiwvities; and

12) Charges to awards whether treated as direct or indirect costs
are determined and supported as reguired in this paragraph.

C. Reasonableness.

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

{2) When the organization i1s predominantly engaged in federally-
sponsored activities and in cases where the kind of employees reguired for the
Federal activities are not found in the organization's other activities,

22




ZoNCiTioNs reqguil I onslasreiion &nd pos 1 5T10NE Il derermining
costs unasr Federal awerds where amounts or types of Compensation appear
unrecesonable Among such conditlons ere tne Zcilowing:

{1} Compensation te members of non-profit crganizations, trustess,
directors, associates, officers, or the immeciate Families “herecf,
Determination should be made that such compensation is reasonable for “he actuzl
personal services rendered rather than a distribution of earnings in excess of
CUSTS.

{Z}) Any change in an crganization's compensation policy resulting in
& substantial increase in the organization's level of compensation, particularly
when 1t was concurrent with an increase in the ratic of Federzl awards to oiher

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 raragraphs
of this Attachment shal! not be alliowable under this paragraph sclely on the
basis that they constitute personzl compensation.

{. Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overtime, exira-pay shifts, and multi-shift work are allowable only with the
pricer 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
operational bottlenecks of a sporadic nature.

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

{3} In the performance of tests, ilaboratory procedures, or cother
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

{4) When lower overall cost to the Federal Government will result.
g. TIringe benefits.

{1) Fringe benefits in the form of regular compensaticn paid to
empicyees 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 proportlon to the relative
amount of time or effort actually devetred to each

(2) Fringe benefits in the form of emplcoyer contributions or
2xpenses for social security, employee insurance, workmen's compensation
insurance, pension plan ceosts (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated a&s indirect costs or as
direct costs, shall be distributed to particular awards and other activities in
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(D) Where an organization follows a consistent policy of
expensing actual payments to, or on behalf of, employees or former empioyees for
unemp loyment compensation or workers' compensation, such payments are allowable
in the year of payment with the prior approval of the awarding agency, provided
they are allocated to all activities of the organization.

{4y Costs of insurance on the lives of trustees, officers, or other
employees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additional compensation. The costs of =such
insurance when the organization is named as beneficiary are upallowable.

h. Organization-furnished avtomobiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
{including transportation to and from work) is unallowable as fringe benefit or
incdirect costs regardless of whether the cost is reported as taxable income to
the employees. These costs ere ailowable as direct costs to sponsored award
when necessary for tne performance ¢f the sponsored award and approved by
awarding agencies. :

i. Pension plan costs.

{1) Costs of the organization's pension plan which are incurred in
accordance with the established policies of the organization are allowable,
provided:

{a) Such policies meet the test of reasonableness:
(b} The methods of cost allocation are not discriminatory;

{c) The cost assigned to each fiscal year is determined in
accordance with generally accepted accounting principles (GAAP), as prescribed
in Accounting Principles Board Opinion No. 8 issued by the BAmerican 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 quarter of the year to which
such costs are assignable are unallowable.

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

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

b
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k. Severance pay.
{1} Severance pay, also commonly referred to as dism

a payment in addition to regular salaries and wages, by organiza
whese employment is being terminated. Costs of severance pay ars sl
to the extent that ip each case, it 1s reguired by

fa) law,

fb) employer-employee agreement,

{c) established policy that constitutes, in effect, an implied

agreement on the ¢rganization's part, or
{d) circumstances of the particular employment.

i wages, is
¢ to workers
owalile only

o

I

o]
oo

{2) Costs of severance payments are divided into two categeries z:=
follows:

{a) Actuzl normal turnover severance payments shell be
allocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of payments actually made Zor normal
SevVerances OVer a representative past period, and if amounts charged are
zllocated to all activities of the organization.

{b) Abnormal or mass severance pay is of such a conjectural
nature that measurement of costs by means of an accrual will not zachieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its cobligstion to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be considered
cn a case-by-case basis in the event or occurrence.

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

{d} Severance payments to foreign nationals employed by the
organization outsidé the United States, to the extent that the amcunt exceeds
the customary or prevailing practices for the organizatiop 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
Grganizetion outside the United States due to the termination of the foreign
national as a result of the cleosing cof, or curtailment of activities by, the
organization in that country, are unallowable, unless they are necessary for the
performance of Federal programe and approved by awarding agencies.

-
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m. Support of salariaes anc wages.

i Therges ¢ awards for salariss and wages, whether t:eat
i\ irect costs, w.ll be based on documented payrolls ap
a : { of the organization. The distribution of sal
wages Lo awards must be supported by personnel activity reports, as pre
i subparagraph (2), except when z substitute system has been approved irn
@writing my the cognizant agency. !See subparagraph £.2 of Attachment A}

‘Zy Reports reflecting the distribution of activity of each 2mployves
must bhe maintained for all staff members (professionals and ronprofessionals,
whose compensation is charged, ir whole or in part, directly to awards. o
addition, in order to suppeort the allocation of indirect costs, such reports
must alse be maintained for other employees whossz work involves two or more
functions or activities if a distribution of their compensation bstween such
functions or activities is needed in the determination of the organization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these requirements must meet the following
standards:

{a) The reports must reflect an after-the-fact determinaticn
of hhe actual activity of each employee. Budget estimates (i.e., estimates
determined before the services are p°r¢ormed) do not gualify as suppo t for
charges to awards.

(b) Each report must account for the total activity for which
empioyees are compensated and which is reguired in fulfillment of their
obligations to the organization.

(c} The repertis must be signed by the individual employze, 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 actuval werk performed by the smployes
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) Charygyes for the salaries and wages of nonprofessional emplovee
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 (FLSAY (29 CFR Part 516). For this
purpose, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee," under FLSA.

{4) Salaries and wages of employees used in meeting cost sharing or
matching regulrements 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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6. Defense and presecution of criminel and civil procsedings, <lalms, appea’ls
and petent niringsmnent.
3 Definitions
{1} Conviction, as used herein, means a judgment or & conviction of
& criminal cffense by any court of competent jurisdiction, whether entered upon

s & verdict or a ples, including a conviction due to @ plea of noleo contendere.

o

{2} Costs include, but are net 'imited to, administrative and
clerical expenses; the cost of legal services, whether performed by in-house or
private coumsel; and the costs of the services of accountants, consultants, oI
others retained by the organization to assist 1t; costs of employees, cfficers
and trustees, and any similar costs incurred before, during, -and after
commencement of a judicial or administrative proceeding that bears a direct

relationship to the proceedings.

{3) Fraud, as used herein, means (i) a&cts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, {ii} acts
that constitute a cause for debarment or suspension (s specified in agency
regulations), and {(iii} acts which violate the False Claims &ct, 31 U.S.C.,
sections 3729-3731, or the Anti-Kickback Bet, 41 U.5.C., sectioms 51 and 34.

{4} Penalty does not include restitution, reimbursement, or
compensatory damages.

(%) Proceeding includes an investigation.

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

{a) In a criminal proceeding, a conviction.

b} In a civil or administrative proceeding invelving an
allegation of fraud or similar misconduct, a determination of organizaticnal
liability. : ' '

{¢) In +he case of &ny civil o:‘administrative procesding, the
imposition of a monetary penalty. g '

(d) B final decision by an appropriate Federal cfficial to
debar or suspend the organizatiom, to rescind or void an award, or to terminate

ATTACHMENT . 4.
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©. f & proceeding referred to in subparagraph b is commenced by the
Federal Government and is resolved by consent or compromisg pursuant te an
agreement entered into by the organization and the Federal Government, then <he
costs incurred by the organization in connection with suszh procesedings that are
ctherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agresment.

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

subparagraph b, but which are not made unallowable by that subparagraph, may be
allowad by the Faderal Government, but only to the extent that:

e. Costs incurred in connection with proceedings described in

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

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

(3) The costs are not otherwise recovered from the rederal
Government or a third party, either directly as a rﬂsult of the proceeding or
otherwise; and,

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

f. Costs incurred by the organization in connection with the defense of
suits brought by its employees or ex-employees under section 2 of the Major
Fraud Act of 1%88 (Pub. L. 100-700)}, including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settled,
are unallowable.

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

e
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organization to repay all unzllowaple costs, plus interest, if
supsequently determined to be unzllowable.

11. Deprecistion and use zllowances.

a. Compensation for the use of buildings, other capital improvements, and
equipment on hand may be made through use aliowance or depreciation. However,
except as provided in Bttachment B, paragraph f, a combination of the two
methods may not be used in connection with a single class of fixed assets (e.g.,
buildings, cffice eguipment, computer eguipment, etc.).

b. The computation of use azllowances or depreciation shall be based on the
acquisition cost of the assets involved. The acquisition cost ¢f an asset
donated to the non-profit organization by a third party shall be its fair market
value at the time of the donation.

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

(2) Any portion of the cost of buildings and eguipment borne by or
donated by the Federzl Government irrespective of where title was criginally
vestad or where it presently resides; and

{3) Bny porticn of the cost of buildings and equipment contributed
by or for the non-profit organization ipn satisfaction of a statutory matching
requirement.

d. Where depreciation method is followed, the period of useful service
fuseful life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developments in the particular program area, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used tc assign the cost of an asset (ox
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its usefunl life.

In the absence of clear evidence indicating that the expected consumption of the
asset will be significantly greater or lesser in the early portions of its
useful life than in the later porticns, the straight-line method shall be
presumed to be the appropriate method.

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

.
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=, When —ne depreciatison method is used for buildings, a building's shell

may oo segragated Srom gacr building component (e.g., plumbing system, neating,
and alr wondltioning system, eic.) and each item depretiated over iIs estimated
efu. life; or The =ntire ulld;ng {i.e&,, =he shell and all componenisi may be

treated s a single asset and depreciated over a single useful life,

f. When the depreciation method is used for a particular class of assets,
no depreciation may be allowed on any such assets that, uander subpzaragraph d,
would he viewed as fully depreciated. Howewver, a reasonable use allowance may
be nedgotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the effect of any
incrzased maintenance charges or decreased efficiency due to age, and any other
factors pertiment to the uvtilization of thz asset for the purpouse contenmplated.

g. Where the use allowance method is followed, the use allowance for
buildings and improvement {including land improvements, such as paved parking
aresas, fences, and sidewalks) will be computed at an amnnuwal rate not exceeding
two percent of acguisition cost.

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

The two percent limitation, however, need not be applied to egquipment which is
mersly attached or fastened to the building but not permanentiy fixed to it and
which is used as furnishings or deccrations or for specialized purposes {e.g.,
dentist chairs and dental tresatment units, counters, laboratory benches bolted
to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipment
will be considered as not being permanently fixed to the building if it can be
removed without the need for costly or extensive alterations or repairs to the
building or the egquipment. Eguipment that meets these c¢riteria will be subject

to the 6 2/3 percent eguipment use allowance limitation.

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

12. Donations and contributions.

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

b, Donated services received:

hin
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accerdingly, shall pe allocated & properticnste share of aprlicable indirsct
zoste wnen the following exist:

faj The aggregate value of the services is meierial;

{D) The services are supported by & significant amount of the
indirect costs incurred by the non-profit organization; and

The direct cost activity is net pursued primarily for the

c)
ral Government.

{
benefit of the Fede

(2) In those instances where there is no basis for determining the
fair market value of the services rendered, the reciplent and the cognizant
agency shall negotiate an appropriate allocation of indirect cost to the
s=rvices.

{4) Where donated services directly benefit a project supported by
an award, the indirect costs allocasted to the services will be considered as z
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to mezet cost sharing or matching reguirements.

(%) The value of the donated services may be used to meel cost
sharing or matching reguirements under conditions described in Sec. .23 of
Circular A-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

c. Donst=d goods or space.

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

(7) The value of the donations may be used toc meet cost sharing cor
matching share reguirements under the conditions described in Circular A-110.
Wnere domations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

o

3. Employee morale, health, and welfare costs.
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7. 3uch zosts will bhe eguitably apportioned to ail activities of thz non-

sruiit organization.  Income generated Irom any o these activities will be
~redited to the cost <her=of unless such income has been irrevocably set over to
amployes weliare ogrganizanlions.

Pq, Erntertainment ¢ssts. Uests of entertainment, Including amusement,

drversion, and sozial activities and any ¢osts directly associated wizh such
costs {such as tickets fo shows avants, meals, lodging, rentels,
Lransportation, and gratuitlies) are unallowable.

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

{1} "Capital Ezpenditures” means expéenditures for the acquisition
cost of capital assets {equipment, buildings, land), or expenditures ito make
improvements to capital assets that materially increase their wvalue or useful
life. Acquisition cost means the cost of the asset including the cost to put i:
in place. Acquisition cost for equipment, for example, means the net invoice
price of the eguipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus neczssary to make it usable for the purpose
for which it is acgquired. BAncillary charges, such as taxes, duty, protective in
transit insurance, freight, and installation may be included in, or excluded
from the acquisition cost in accordance with the non-profit organization's
regular accounting practices.

-

{z) "Eguipment" means an article of nonexpendable, tangible personal
property having a useful life of more than one year and an acguisition cost
which eguals or exceeds the lesser of the capitalization level established by
the non—-profit organization for financial statement purposes, or $5000.

{3) "Special purpose equipment® means equipment which is used only
for ressarch, medical, scientific, or other technical activities. Examples of
special purpose eguipment include micrescopes, n-ray machines, surgical

a

instruments, and spectrometers.

{4) "General purpose eguipment" 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 technolegy eguipment and systems, ailr conditioning squipment,
reproduction and printing equipment, and motor vehicles.

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

2
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rer for Lmprovements to land, buildings, or
eguipment which materia’ly ncrease thelr value or useful life zre unallowab_ e
as & drrect cost except with the prior approval of the awarding zgency

{4} When approvad as & direct charge pursuant to paragraph 13.b. (1),
(23, and (3} above, capital expenditures will be charged in the period in which
the ehpenaltuze 15 imcurred, o©r as otherwise determined approp iate by and
negotiated with the awarding agency.

{5} Eguipment and other capital expenditures zre unallowable as
indirect coste. However, see Attachment B, paragraph 11., Depreciatiocn and use
allowance, for rules on the ailowability of use allowances or depreciation omn
buildings, capital improvements, and eguipment. Rlsc, see Attachment B,
paragraph 43., Rental costs of buildings and eguipment, for rules om the
allowability of rental costs for land, buildings, and egquipment.

(€) The unamortized portion of any equipment written off as a result
of & change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use zllowances or depreciation on the egquipment, or by
amortizing the amecunt to be written off over a period of yzars negotiated with
the cognizant agency.

16. Fines and penalties. Costs of fines and penalties resulting from
viclations of, or failure of the organization to comply with Federal, State, and
local laws and regulations are unallowable except when incurred as z result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Fund raising and investment management costs.

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

b. Costs of investment counsel and staff and similar expenses incurred
sclely to enhance income from investments are unallowable. .

c. Fund raising and investment activities shall be allocated an
appropriate share ¢of indirect costs under the conditions described im
subparagraph-B.2 of Attachment A. :

18. Gains and lcsses on depreciable assets.
a. (1) Gazins and losses on sazle, retirement, Or other disposition of
the

depreciable property shall be included in the year in which they occur as
credits cr charges to cost grouping!s) in which the depreciation applicable to
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fg) B loss resulss from the failure to maintain permissible
insurance, =xcept as otherwise provided in Atfaechment B, paragraph 22.

(d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

{e} Gains and losses arising from mass or extraordinary sales,
retirements, or other dispositions shall be considered on a case-by-case bhasis.-

b. Gains or losses oif any nature arising from the sale or exchange of
property other than the property covered in subparagraph a shail 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 employees are vnallowakble regardless
whether the cest is reported as taxable income to the employees.

of

20. Housing and personal living expenses.

a. Costs of housing (e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and perscnal liwving 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 allowazble as diresct costs to sponscored award when necessary for
the perfermance of the sponsored award and approved by awarding agencies.

Ib. The term "officers”™ includes current and past officers and emplovees.

21. 1Idle facilities and idle capacity.

&. bs used in this section the following terms have the meanings set forth
below: :

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

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

——— S
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dle capacity" means costs such as
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{4; "Cost of acilities or
maintenance, repsir, housing, rent, and other re
interest, property taxes and depreciation or use

L. The coste of idle facilities are unallowzble except Lo the extent that:
{11 They are necessary to meet fluctuations in workload; or

(2) ARlthough not necessary to meet fluctuations in worklcoad, they
were necessary when acguired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reascnable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

c. The costs of idle capacity are normal costs of doing business and are &
factor 'in the normal fluctuations of usage or indirect cost rates from period to
period. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necessary or was originally reazsonable znd is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, o
szle, in accordance with sound business, eccnomic, ©r security practices.
Widespread idle capacity throughout an entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

22. Insurance and indemnification.

a. Insurance includes insurance which the crganization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in cennection 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 8.1(2)).

11} Costs of insurance reguired or approved, and maintained,
pursuant to the award are allowable.

(2} Costs of other insurance meintained by the organization in
connection with the general conduct of its operations are allowable subject to
the following limitations:

(2] Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances. i

15 | ATTACHMENT ~g ..........




LT AT YUDRTLIAT
Mariagamen’

Tusts aonDwWen Ior nuning

wooerclude Toverage

of insuarance or of any provisions for g resary
damage :to Feoeral v are allowable only o

roganizetion 13 liakle [or or damage.

{d' Provisions for a re3 seif-insurance program
are dllowable to the extent fhat Types of ent of cowverage, rsies,
and premiums would nave peer allowsd had insurance been purchased to cover zhe
risks. However, provision for known or reasonably estimated self-insured
Piabiiities, which do not bocome pavable for more than one year after the
provision is made, snall not exceed the opresent vaiue of the Iiabllity.

{2} Zosts of insurance on the lives of trustees, offijcers, orn
other emploveaes nolding positions of similar responsibilities are allowable only
0 the extent that the insurance represents additional compensation (ses
subparagraph B.g{4}). The cost of such insurance when the organization 15
identified as the beneficiary is unallowable.

) (] Insurance against defects. Costs of insurance with
respact 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 of Federal research programs only to
the extent that the Federal research programs involve human subjects or training
of participants in research techniques. Medical liability insurance costs shall
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
py the insurance.

(3) Actual losses which could have been covered by permissible
insurance {through the purchase of insurance or a self-insurance program) are
unallowable unless expressly provided for in the award, sxcept:

(a} Costs incurred because of losses not covered under nominal
deductible insurance coverage provided in keeping with sound business practice
are allowable. :

(b} Minor leosses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ordinary courss of
operations, are allowable. :

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization
only to the exitent 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
represented, are unallowable. However, interest on debt incurred after :

September 29, 1985 to acquire or replace capital assets (including

N

36 ATTACHMENT . )...occo.

PAGE . 2\o.. OF .S PAGES



Ly For faco.iti
ELTEIETIONE) >
TELMLUY SEMBNT L€ : t o
noL-profit Organizatllicon prepe o
aapi:¢l geset s, & justiilcatio Syt ~ £
uct federelly-sponsored activities. Upon reguest, the needs
e provided to the Federal agency with cest cognizance
isite to the continued allowability of interest on debt

ted to the facility. The needs justificazion for the
cility should include, at a minimuem, the following:

B statement of purpose and justification for facility

{b) A statement as to why current facilities are not adeguate
{c} A statement of planned future uwse of the facility

{d} A description of the financing agreement to be arranged

for the facility

{e} 2 summary of the building contract with estimated cost
information and statement of source and use of funds

(f} A schedule of planned occupancy dates

{2} For facilities costing over $500,000, the non-profit
organization prepares, prior to the acguisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular 2-110, which shows that a financed purchase or capwtdl
lease i5 less costly to the organization than other leasing alternatives, on a
rnet present velue basis. Discount rates used should be equal to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated ("arm's
length") third-party. The lease/purchase analysis. shall include a comparison of
the net present value of the projected total cost comparisons of botb
alternatives over the period the asset 1s expected tc be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating 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
sstimated totsl lease payments, any estimated bargain purchase option, opersating
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 under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit crganization directly or as part of the lease
arrangement.
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(5, Reimbursements are limited to the lsast costly aiternative based
or the tozal zZost analysis required under subparagraph (b}, For example, i an
operating lease is determined to be less costly than purchasing Through debt
financing, then reimbursement is limited to the amouni determined if leasing had
bean used. In all cases where a lease/purchase analysis is performed, Federal
reimbursement shall be based upon the lzast expansive alternative.

{0 Nom-profit organizations are also subject to the following
conditions:

fa) Interest on debi incurred to finance or refinancs assets
acquired before or reacquired after September 29, 1995, is not allowable.

(b} Interest attributable to fully deprsciated assets is
unallowable.

{c) For debt arrangements over 51 million, unless the non-
profit organization makes an initial eguity contribution to the asset purchase
of 295 percent or mocre, non-profit organizations shall reduce claims for interest
expense by an amount squal to imputed interest garnings on excess cash flow,
which 13 to be calculated as follows. Annually, non-profit organizations shall
prepare a cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and arnual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
{usually 12) that the building is in service for monthly amounts. Outflows
consist of initial equity contributions, debt principal payments ({less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reducticn
to allowable interest expense. The rate of interest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill clesing
rate as of the last business day of that month. '

{d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future. .

{e) The allowable costs to acqguire facilities and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.
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{1} Re-acquired assets means zsszts held by the nor-profitc
organization pricr to September 29, 1995 that have again come to be held by
the organization, whether through repurchase or refinancing. It does not include
acsets acquired to replace older assets.

{2} Initizl equity contribution means the amount or value o
contributions made by non-profit organizations for the acquisition of t
or prior to occupancy of facilities.

-
L
he asset

(3} Zsset costs means the capitalizable costs of an asset, including
construction costs, acguisition costs, and other such costs capitalized in
accordance with GAAP.

24. Laber relations costs. Costs incurred in meintaining satisfactory
relations between the organization and its employees, including costs of labor
management committeszs, employee publications, and other related activities are
a1l bi

allowable.

25, Lobbying.

a. Netwithstanding other provisions of this Circular, costis associated
with the following activities are uvnallowable:

{1) Attempts to influence the outcomes of any Federzl, State, or
local election, referendum, initiative, or similar procedure, through in kind cor
cash contributions, endorsements, publicity, or similar activity;

{2) Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
crganizaticn established for the purpose of irfluencing the outcomes of
elections;

{3) Bny attempt to influence: (i) The introduction of Federal or
State legislation; or {ii) the enactment or modification of any pending Federal
or State legislation through comminication 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 .
ocfficial or employee in connection with a decision to sign or veto enrolled
legislation; ' ' -

(4} Any attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modificztion of any pending Federal
or State lsgislation by preparing, distributing or using publicity or
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. The following activities are excepted from the coverage of

Jabparagraph a:

‘37 Providing a technical and factual presentation of iniformation 0
a topic directly related to the performance of & grant, contract or other
agreement through hearing testimony, statements or letiers to the Congress or a
3tate legislature, or subdivizion, member, or cognizant staff member thereof, in
response to a documented request {including a Congressional Record notice
requesting testimony or statements for the record at a ragularly scheduiead
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
te offer testimony at a regularly scheduled Congressional hearing pursuvant to a
written request for such presentation made by the Chairman or Ranking Minority
Member oY the Committes or Subcommittze conducting such hearing.

{2} Any lobbying made unalleowable by 'subparagraph a{3) to influencs
State legislation in order to directly reduce the cost, or tec avoid material
impairment of the organization's authority to perform the grant, contract, or
other agreement.

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

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

(2) Organizations shall submit, as part of the annual indirect cost
rate propocsal, a certification that the regquirements and standards of this
paragraph have been complied with.

{3) Organizations shall maintain adeguate records to demonstrate
that the determination of costs as being allowable or umallowable pursuant to
paragraph 25 complies with the requirements cof this Circular.

(4) Time logs, calendars, or similar records shall not be required
Lo be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs (a} and (b)) 25 percent or less of the employeé's compensated
hours of employment during that calendar month, and (2Z) within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying coests. 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. Erxecutive lobbying costs Costs incurred in attempting to
improperly influence either dirsctly or indirectly, an emplovee or officer of

r H
the Executive Eranch of the Federal Government te give consideration or to act
regarding & Sponsored agreement or a regulatory meatter are unallowable. Improper
influence means any influence that induces or tends to induce & Federal employee
or officer to give consideration or to act regarding a federzlly-speonsored
agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponsored agreements or contracts. Any excess of costs
over income on any award is unallowable zs a cost of any other award. This
includes, but 1s not limited to, the organization's contributed portion by
reasoh of cost sharing agreements or any under-recoveries through negotiztion of
lump sums for, or ceilings on, indirect costs. .

27. Mzintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment (including Federzl property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prolong its intended 1life, but keep it in an efficient operating
condition, are allowable. Ceosts incurred for improvements which add to the
permanent value of the buildings and eguipment or appreciably prcelong thelr
intended life shzll be treated as capital expenditures {see paragraph 15}).

28. Materials and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts nescessary
to carry out a Federal award are allowable. '

b. Purchased materials and supplies shzll be charged at their actual
prices, net of applicable credits. Withdrawzls from general siores or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, consistently applied. Incoming
iransportation charges are a proper part of materials and supplies costs.

C. Only materials and supplies actually used for the performance of a
Federal award may be charged as direct costs.

d. Where federally-donated or furnished materizis are used in performing
the Federsl award, such materials will be used withcout charge.
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. Costs of membership in any civic or community organization are
allowable with prior approval by Federal cognizant agency.

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

31. COrganization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organizaticn, in. connection with establishment or reorganization sf an
organization, are unallowable except with prior approwval of the awarding agency.

32. Page charges in professional journals.

Page charges for professional
journal publications are allowable as a necessar

~
y part of research costs, where:

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

b. The charges are levied impartially on all research papers pubiished by
thz journal, whether or not by federally-sponsored authors.

33. Participant support costs., Participant support costs are direct costs for
items such as stipends or subsistence allowances, travel allowances, and
registration fzes paid to or on behalf of participants or trainees (but not
employees) ip connection with meetings, conferences, symposia, or training
projacts. These costs are allowable with the prior approval of the awarding
agency.

34, Patent costs.

a. The following costs relating to patent -and copyright matters are
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii} cost of preparing documents and any other patent
costs in connection with the filing and prosecution of a United States patent
application where title or royaity-free license is required by the Federal
Government to be conveyed to the Federzl Govermment; apd (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employse agreements (but
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patent app!l ion, or any United 5t : application, where the Federal
award doess not require conveying tit lty-free license to the Feaszral
Government [(but see paragraph 45., other zosts for use of patents
and copyrights]

3L Flant and homeland security ocsts. Necessary and reasonapgle expenses
incurred for routine and homeland security to protect facilities, persconnel, and

work products are allowable. Such costs include, but are not llmlted TG, wages
and uniforms of perscomnel engaged :n security activities; eguipment; barriers:
contractual security services; consultants; etc. Capital expenditures for
nomeiand and plant security purpcses azre subject to paragraph 15., EBguipment and
other capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred prior <o the
cffective date of the award directly pursuant tec the negotiation and in
anticipation of the award where such costs are necessary to comply with - the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowable 1f incurred after the
date of the award and only with the written approval of the awarding agsncy.

27. Professional services costs.

. Costs of professional and consultant services rendered by persons who
are members of a particular profession or possess a special skill, and who are
not officers or employses of the non-profit organization, are zllowable, subject
t¢ subparagraphs b and ¢ when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

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

L. In deternﬁning the allowability of costs in a particular case, no

single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

(1) The nature and scope of the service rendered in relation to the
service reguired.

{2) The necessity of contracting for the service, considering the
non-profit organization's capsbility in the particular area.

{3) The past pattern cof such costs, particularly in the years prior
to FPederal awards.

-
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{6) Whether The service can pe pzricormed more ezonomizaily hy diress
employment rather than contracting,

{7) The gualifications of the individual or ZConcern rendering the
service and the customary fees charged, especially on non-Federal awards,

87 Adeguacy of the contractual agreement for the service {a.g.,
description of the service, astimate of time reguired, raze of compensation, and
termination provisions).

c. In addition to the factors in subparagraph b, retainer fees to be
allowable must be supported by evidance of bona fide. services available or
renderead :

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 precesses), distribution, promotion, mailing, and
general handling. Publicetion costs also include page ctharges in profassional
publicaticns.

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs Lo 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 repert work supported by the Federal
Government: and

{2) The charges are levied impartially on &ll research papers
published by the journal, whether or not by federally-sponscored authors.

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

40, Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.

44 ATTACHMENT ..o \)oe,
paGe MY or S5 paGES




&. Subsect to supparagrapns o, C, and &, anc provides tnav thne gize of
tne £taff recructed and maintelned 1&g in keepin worrloae regulrements,
zoets o "nelip want slng, operating co an employment office
Necessary Lo Securs ir an adeguate ST . s ¢f operating &n
apTitunas anc sducationsl testing program, Trave < of emplovees while
engaged in recruiting personnel, travel costs of applicants for interviews for
prospective employment, and relocation costs incurred incident to recruitment of
new employses, ezre allowable fo the extent that such costs are incurred pursuant
to a well-managed recruitment program. Where the organization uses employment
agencies, costs that are not in excess of standard commercizl rates for such
services are allowable.

E. In publications, costs of help wanted advertising that includes color,
includes advertising meterial for other thap recruitment purpeses, or is
excessive in size (taking into consideration recruitment purposes for which
intended and ncrmal organizational practices in this respect), are unallowable.

¢. Costs of help wanted advertising, special emoluments, fringe benefits,
end salary allowances incurred to attract professionzl personnel 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 zs an allocable direct or indirect cost, and
the newly hirsd employee resigns for reasons within his control within twelve
months after being hired, the crganization will be required to refund or credit
such relocation costs to the Federal Government.

42. Relocation costs.

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

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

{2) Reimbursement to the employee is in accordance with an
established written policy consistently followed by the employer.

{3) The reimbursement does. not exceed the employee's actual (or
reasonably estimated) expenses.

b. Allowable relocation costs for current employees are limited to the
following: '

{1) The costs of transportation cof the smployee, members of his
immediate family and his housshold, and perscnal efiects to the new location.

ATTACHMENT D ..... .

4 . PAGES




g% adyancs Criomroony

IMDOXary o );C“_'L"lC

AL T 3unuses
TTancit oo persod, up inzluding advance

3 Ziosing oh oker , -zZal, and appraisal Zfees,
nosdatl ot the disposit e ioyee's rmer hom These cos+te,
(LR PR described in 14), are llmﬁted to 8 percent of the sales price

amp layes's former home.

{4 Tne continuing costs of ownexship ¢f the vacant former home
aizer the =settlement or lease date of the employege's new permanant home, such #s
maintenance of buildings and grounds {exclusive of fixing up expansesi,
utilities, taxes, and property insurance.

!5} Other necessary and reasonable expenses normally incident to
relocation, such as the costs of canceling an unerpired lease, disconnecting ang
reinstalling household appliances, and purchasing insurance against loss of or
damages to personal property. The cost of canceling an unexpired lease is
limited to three times the monthly rental. '

c. Allowable rezlocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been zllowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not peLmltLed at the location for any reason and the costs do not 1nclude costs
cf transporting household goods.

d. The following costs related to relocation are unallowable:
(1) Fees and other costs asscociated with acguiring a new home.
{2 A loss on the sale 0of a former home.

{3) Continuing mortgage principal and interest payments on a home
neing 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 bH. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, if
any: market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine 1f ¢ircumstances have changed and

other options are avazilable.

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization
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lease agreement is able o control or SuLSLantlai ¥ infiuence the actions of the
GTIEr Such leszses incliude, but are not Li ted to thuse betweer (i1} divisigns
of & nmon~prefit organization; {ii, non~profit orgapizatlions undsr COMMOn: ZORLIOL
through common cfficers, directours, or members; and -(1:ii} & non-proizt
organization and a director, trustee, officer, or key employee of the non-profit

crganization or kis immediate fam uly, eitner directly or through corporations,
frusts, or similar arrangements in which they hold & controlling interest. For
example, & non-profit organization may establish & separate corporation for the
0le purpose of owning property and leasing it back to the non-profit
rganization.

d. Rental costs under leases which are required to be treated as capital
leases under GARF are allowable only up to the amount {as explained in
subparagraph b) that would be allowed had the non~profit crganization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Beoard Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are zllowable to the extent they meet the criteriz in
subparagraph 23. Unallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-preofit
organization purchased the facility.

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

proper performance of the award are allowable unless:

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

(2) The patent or copyright has been adjudicated to be invalid, or
has been administratively determined teo 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 st as a result of less-than-arm's-length
bargaining, e.g.: :

1) Rdyalties paid to perscns, including corporations, affiliated
with the non-profit organization. IR : '

(2) Royzlties paid tc unaffiliated parties, lnclud‘ng corporations,
under an agreement entered intoc in conbemPTatlon that a Federal award would be
made.
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: or . are unallowable luniess allowed under
Avzachment B, paragraph 1. as allow e public relations cost. However, these
cozia dare allowabkle as direst costs, with prior approval by awarding agencies,
when they are necessary for the performance of Tederal programs.
1. Specialized service facilities.
8. The costs of services provided by highly complex or specialized

facilities operated hy the non-profit organization, suvch as computers, wind
tunnals, and reacrors are allowable, provided the chargss for the services meet
the conditions of either 46 b. or ¢. and, in additicn, take intoc account any
items of income or Federal fimancing that gualify as applicable credits under
Attachment A, subparagraph A.5. of this Circular,

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodology that (i) does not discriminate
against federally-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and (ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
inte consideration over/under applied costs of the previous period(s}.

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

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

47, Taxes.

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

b. Any refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either azs a cost
reduction or cash refund, as appropriate, to the Federal Government.
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evidence that it would not retain such items at coest without sustaining & loss.

In deciding whether such items are reasonalbly usable on other work of the non-

profit organization, the awarding agency should consider the non-prof:it

organization's plans and orders Lor currept and scheduled activity.

Contemporaneous purchases of common items by the non-profit organization shall
be regarded as evidence that such irems are reasonably usakle on the non-profit
crganization's other work. Any acceptance of common items &s zllocable to the
terminated portion of the Federal award shall be limited to the extent that the
guantities of such items on hand, in transit, and on order are in erxcess of the
reascnable guantitative reguirements of other work.

E. 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-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of special tooling, machinery, and is generally
gllowable if:

{1} Such special tooling, specizl machinery, or eguipment is not
reasonably capable of use in the other work of the non-profit organization,

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

(3) The loss of useful value for any one terminated Federal award is
limited to that portion of the acguisitien ceost which bears the same ratioc to
the total acgquisition cost as the terminated portion of the Federal award bears
to the entire terminated Federasl award and other Federal awards for which the
specizl tooling, special machinery, or equipment was acguired.

d. Rental costs under unexpired leases are generally allowaple where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, 1if:

{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 E

i the non-profit organization makes all reasonable efforts to
ign, settle, or otherwise reduce the cost of such lease. There
neluded the cost of zlterations of such leased property, provided

{2}
terminate, ass
2lso may be in
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{1, hcoounting, lzgal, clerizal,

‘&) The preparat:on and presentation to the awarding agsncy of
serv emant claims and supporting dats vith respect to the tarminated oortion of
the Federal award, unless the termination 1s for default (sze Subpart .61 of

Cirocuiar A-110:; and

{b) The termination and settlement of subawards.

{2} Reasonable costs for the storage, transportation, protection,
and disposition of property provided by the Federal Government or acguired or
produced for the Federal award, except whenh grantees or contractors are

ned amount in accorgdance with Subparts

reimbursed for disposals at a predetermi
__-32 through .37 of Circular A-110,

{3) Indirect costs related to salaries and wages incurred as
et t xpenses in subparagraphs (1) and (2). Normally, such indirect costs
bail bhe limited to fringe benefits, occupancy cost, and immediate supesrvision.

f. Claims under sub awards, including the allocable portion cof claims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

An appropriate share of the non-profit organization's indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated 1s otherwise consistent with the basic
guidelines contained in Attachment R. The indirect expense so allocated shall
exclude the same and similar costs claimed directlvy or indirectly as settliement
exXpenses.

49, Training costs.

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

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

(1) Training materials.

{2) Texthooks.
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is unallowable.

ses after regular working hours; otherwise, such compensation

¢. Costs of tuition, fees, treining meterials, and textbooks (but not
subsistence, salary, or any other emcluments) in ceonnection with full-time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in which the emplovee is now
working or may reasonably be expscted 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 employes
50 trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the effectiveness of
executives or managers or tc prepare employees for such positions are allowable.
Such costs include enrollment fees, training msterials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this parzgraph doc not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

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

f. Contributions or donations to sducational or tfaining institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the organizetion must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected to
work. i

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered, These costs are allowable. When such costs can resadily be identified
with the items involived, they may be directly charged as transportation costs or

e,
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5. General. Travel costs are the s¥penses for transporiation, lodging,
subsiatenze, and related Ztems Incurred by amployees who are in travel stafus on
official business of the non-proiit organization. 3uch costs may be charged on

ar ecrusli cost basis, on a per diem or mileage bDasis in lieu of actuel zosts
incurred, or on & combination of the two, provided the method used is applizd tu
an entire trip and not to selected days of the trip, and results in charges
consistent with those normally allowed in like circumstances in zhe non-profit
crganizaticn’s non-federally-sponsored activities.

b. Lodging and subsistence. Costs incurred by employees and officers for
travel, including costs of lodging, other subsistence, and incidental expsnses,
shall be considered reasonable and allowable only to the 2xtent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code {“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Administrator of General Services, or by the
President {or his or her designee) pursuant toc 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 alrfare (where
authorized and available)}, or the lowest commercial discount airfare are
unallowable except when such accommodations would: (a) reguire circuitous
routing; {b) reguire travel during unreasonable hours; (c) excessively prolong
travel; {(d) result in additional costs that would offset the transportation
savings; or (e) offer accommodations not reasonably adeguate for the traveler’s
medical nzeds. The non-profit srganization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2) Unless a pattern of avoidance is detected, the Federal
Government will genereally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the fellowing: {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. Rir travel by otler than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operatien (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.

[ o~
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herospace Torporation, Bl 3egundo, Calif
american Institubes of Research (BIR), Washington D.C.
Araonne Ne-iwnal Laboratory, Chizago, Iilinols
Atomic Casualty Commiszion, Washingtorn, D.C.
Battelle Memorial Institute, Headguartered in Zolumbus, Dhi
Braokhaven National Laboratory, Uptzon, Naw York
Charles Stark Draper Lahoratory, Incorporated, Cambridge, Massachusetis

CNR Corporation (CNAC), Blexandria, Virginia

[t

nvironmental Institute of Michigan, Ann Arbor, Michigan
Gao
Geo

2

r
-
T

gia Institute of Technology/Georgia Tech Applied Research Corporation/
gia Tech Research Institute, Atlanta, Georgie

Hanford Environmental Health Foundation, Pichland, Washington

1IT Research Institute, Chicago, Illinois

Irstitute of Gas Technology, CThicago, Illinols

Institute for Deifense Analysis, Alexandria, Virginia

LMI, McLean, Virginia

Mitre Corpuoration, Bedford, Massachusetts

Mitretek Systems, Inc., Falls Church, Virginia

W

National Radiological Astronomy Observatory, Green Bank, West Virgipi
National Renewable Energy Labo?atory, Golden, Colorado

Oak PRidge Zsgsociated Universities, Oak Ridge, Tennesses

Rand Corporation, Santa Monica, California

Research Triangle Institute, Research Triangle Park, Worth Carolina
Riverside Research Institute, New York, New York

South Cavolina Research Authority (SCRA), Charleston, South CTarolina

o
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SFI Internaticral, Menlc Farlk, Zalun:

Urban Imstitute, Washington D.C.

o

Nor-profit imsurance COmpanizes,

Other non-profit organizations as negotiated with awarding =zgenci
P g g
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3. Fescission and Supersession. This Circular rescinds Circular A-12E,
rzudits of State and Local Governm=nts, ¥ issued April 1Z, 13E5, and supersedes
the prior Circular B-123, "Audits of Institutions of Higher Education and

ther Non-Profit Institutions," issued April 22, 1936. For effective dates,
see paragraph 10.

4. Eolicy. Except as provided herein, the standards set forth in this
Circuler shall be applied by'all Federal agencies. If any statute

specifically prescribes policies or specific reguirements that differ from the
standards providsed herein, the provisioms of the subseguent statute shall
govern.

Federal agencies shall apply the provisions of the secticms of this
Circular to non-Federal entities, whether thesy are recipients expending
Federal awards received directly from Federzl awarding agencies, or are
subrecipients expending Federal awzrds received from a pass-through entity (&
recipient or another subrecipient). )

This Circular does not apply to non-U.S8. based entities expending
Federal awards received either directly as a recipient or indirectly as a
subreciplent.

5. Definitions. The definitions of key terms used in this Circular are
contained in § ,105 in the Artachment o this lecular.

6. Eecuired Zction. '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 non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular ip codified regulations as provided in
Section 10 (below), unless diffzrent prov_u;onc are reguired Dy Federal
‘statute or sre approved by the Office of Management and Budget (OMBE).

7. OME Pesponsibilities. OMB will review Federal agemcy regulations and
implementarion of this Circular, and will provide imtexrpretations of policy
requirements and assistance to ensure uniform, effective and efficient
implementation. e

8. Information Contact . Further informstion concerming Circular A-133 may
be:gbtained py contacting the Financial Standards and Reporting Branch, Cffice
of Pederal Pinancial Management, Cifice of Managesment qnd Buogeh, Washington,

DC 20503, LeWephone (202) 395 °99°

[ =]
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“ peview pDaze. This Civoular will have a Dulicy reviaw

—he date of ilssuance.

O, pffegtive Dates. The standards ser forth
£ otnis Circular, whizh apply directly to P2
July I, 1996, and shall apply to audits i I
30, 1294, except as otherwise specified in §

The standards set forth in this Circ
appiy Lo non-Federal entitieg shall be adopted b deral agencies in codifled
regulations not later than 60 days alter publication of this final revision
in che Federal Register, so that they will apply to audits of fiscal years
baginning after June 30, 1996, with the exception that §___ .305(b) of the
Acrzachment appliss to audits of fiscal ysars beginning after June 30, 1998,
The requirements of Circular A-128, although the Cirecular is rescinded, and
the 1990 version of Circular A-133 remain in effect for audits of fiscal years

beginning on or befors June 30, 1996.

ular that Federal agsncies shall
te v

g ®

The revisions published in the -Federal Register June 27, 2003, are
effective for fiacal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definition of
oversight agency for audit which is effective July 28, 2003,

Augustine T. Swmythe
Acting Director
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Subpart A--General
§ L3100 Purpose.

and unilormity
oending Federal

§ . 105 Definitions.
Auditee me=ans any non-Federal entity that 2xpends Fzderal awards which
musy ne audited undz2r chis parc

Auditor means an auditor, that is a public accountant or a Fedezal,
3tate or local goverpment audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GAGAS] . The zerm auditor does not include internal auwditors of non-profit
organizations.

L

budit finding wmeans deficiencies which the auditor is reguired by
§ .510(a) to rzport in the schedule of findings and guestioned c¢osts.

CFDA number means the number assigned tco a Federal program in the
Catalog of Federa}l Domestic Assistance (CFDA).

Cluster of vrograms means a grouping of cleosely related programs that
share common compliance requirements. The types of clusters of programs are
research and development (R&D), student financial aid {(SFA)}, and other
clusters., "Other clusters" are as defined by the Office of Managewent and
Budget {OMB) in the compliance supplement or as designated by a State for
Federal awards the State provides to its subrecipients that meet the
definition of a cluster of programs. When designating an "other cluster," a
State shall identify the Federal awards included in the cluster and advise cthe
subrecipisnts of compliance reguirements applicable to the cluster, consistent

with § .400(d) {1} and § .400(8) (2), respectively. A clugter of programs
shall be considered as one program for determining major programs, as
described in § .520, and, with the exception of R&D as described in

] .200(c), whether a program-specific audit may be elected.

Coganizant agengv for audit means the Federal agency designated to carry
out the responsibilitiss described in § L4000 (a) .

Compliance supplement refers to the Circular 2-133 Compliance
Supplement, incliuded as Appendix B te Circular A-133, or such documents as
OMB or its degignee may issue to replace it. This document ig available from
the Gowvernment Printing Office, Superintendent cf Documents, Washington, DO
20402-8325,

Corrective action means action taken by the auditze that:

{1} Corrects identified deficiancies;
{2) Produces recowmended improvements; or

{3) Demcnstrates that audit findings are either invalid or do not
warrant auditee action.

Federal acgency has the same meaning as the te agency 1in Section 551 (1)
of tirle §, United States Code.

Federal award means Federal financial assistance and Federal cost-
ursement contracts that non-Faderal entities recgeive directly from
al awvarding agencies or indirectly from pass-through entities. It does

l‘%%
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inc agency means —he Federal agency that provides an award
ipient .

fedevel fomancial assis-ange means asgistance that non-Federal eptiligs
rensive .or administer-in tne form of gramts, loans, loan guarantees, property
{inciuding donated su*piu= property), cooperative sgreemsnts, Interest
subsidies, insurance, food commodities, direct appropriations, and other
ssistance, but doez not include amounts recelived as reimbursement for
ervices rendered o individuals as described in & .203({h) and § __ .205(i).
s -

:

UJ s

Federz] prodram mans:

(1) 211 Federzl awards to a fhon-Federsdl. entiry sssigned a single
number Inm the CFDRE, o ;

{2) When no CFDE numbér is assigned, all Federsl awards from the same
agency made for the same purpose should be combined and considered cne
Rrogram. |

(3)  Notwithstanding paragraphs (1} and (2) of this definition, a
cluster-of programs. The types of clusters of programs zre: :

(i) . Research and develogment fR&D)'
(i) Student financial aid (SFA )i and.
{(iii) "Other clusters,™ as descrlbed in the Gefin: of cluster

of programs in this sectiom.

GA”AS means generally a"ceptnd governmenf aud*tﬂnc Standafds lséugd.by
the Ccmptroller General of the United Statesy’ whlch zre dppllcable to '
financial-andits.

Generally accepted accounting ErlnClQleS has the m=an1n9 SP°lelEG in
generally accépted auditing standards 1ssued by the Emerican TnstWtu e of
Certified fubl4c Lccounrants (RICPB} . : oo

Tnﬁ;an trlbe means any Indiaf trﬂbe, band; nation, or 'wther oryg anized
group or community, including any 2laskan Native villasge or regional or: .
village corporation (ag defined. in, oOr established wunder, the Alaskan Native
Claims Settlement Xct) that is :ecognzzad By e United States as eligikble forx
the special programs and services provided by ‘the United States to Indians
because of their:status as Indians.

Internal control means, a process”‘effected by an ent;ty § Mmanagement and
other personnel, designed to provide reascnable assurance regaf&lng the
achlevemant of ob]ectlvos in the followwng categorlﬂs. K :

{1y - E;fectlveness and eff1c1ency of

Relisbility of fimancial reporting; and

Compliahcé With‘appiicable laws and regulations.

" [ 1 control perteinindg to the compliance reguirements for Federal
programg {(Interhzl control ove r, Federal programs) means a process--effected by

: un
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ar # -designed T pYowlios raaschable
asgurance regarding the achievament o the Ioilowing objectives Zor Fsderal
oY ograms

1 Transactions are oproperly vecorded and aczounted for o

fi1) Maintain accountability over asssis; and

{iii) Demonstrate compliance with laws, regulations, and other
compl Lance reguirements; '

(21 Transactions are executed in compliance with:

(i} Laws, regularions, and the provisions of contracts or grant
agreements that could have a direct and material =ffect on a Fsderal program;
and

{ii) Any other laws and regulations that are identified in the
zompliance supplement; and :

(3). Funds, property, and other assets are safeguarded against 1oss
from unauthorized use or disposition.

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

vogal government means any unit of local goverament within a State,
including a county, borough, municipality, city, town, township, parish, lscal
public authority, special district, school district, intrastate distric:o,
council of governments, and any other instrumentality of local government,

Maior program weans a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
§ L2158 () .

Management decision means che evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the igsueance of a written decision as to what corrective action ia necessary.

Non-Federal antiry means a State, local government, or non-profit
organization.

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that: ;

(1) Iz operated primarily for scientifie¢, educational, service,
charitable, or similar purpoges in the public interest;

{ii} Is not organized primarily for profit; and

{iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2] The term non-profit organization includes non-profit institutions
of higher education and hosgpitals.




aasncy Ior audit means

Overesight the Feoeral awerding sgsncy That
provides tne predominant amount of dirsct funding to & reciplent not assignsd
& cogrizant agency for audit. Wher there is no direct Zunding, the Federzl
agenc ith the predominant indirecr funding shail zssume “he cversight
rESPO o T Tne duties of the oversight agency for audit are dzscribed
n E 4 b ’ :

Iffecrive July 2§, 2003, the fellowing is added teo this definition:

2 Federal agency with oversight for an zudizee may reasssign oversight to
another Federal agency which provides substantizl funding and agrees o
e the oversight agsncy for audit. Within 20 days after any
regssignment, both the old and the new oversight agency for audit shall’
notify the audites, and, if known,.the auditor of the reassignment.*®
ss-through entityv means a non-Federal entity that provides z Federa

Pa
awzrd To & subrecipient to carry out a Federzl program.

o

Program-specific audit meazns an audit <f one Federzl program as provided
for in § .200{c) and § L2358, ‘

Questioned cost means a cost that is queétioned‘by the auditor because
of an audit finding: : : ' ‘ )

(1) Which resulted from a viclation or possible vwiclation of a
provision of a law, regulation, contract, grant, cooperztive agreement, or
other agreement or document governing the use of Fede*Q? funds[ in&lading
funds used to match Federal Iunds, S :

{2) Where-the-cosis, at thg tims;of the audit;are not supported by
adeguate ddcdmentaticn; or o o s 2 ; R

Wheve the costs 1ncurred appear unreasonable and: do not reflect

3)
ionus a prudent person would take in the gircumstances: Lo

{
the acti

Recipient means & non- Fﬁderal nn*lty that eypends Federal. awards
received directly from a Federzl. awardﬂng dgency to carry out a Fede*dl
Program.

Research ang development (R&D) means 21l research activities, . both basic
and- applied, -and.all- development activities that are performed by a non-
Federal -entity. . Fasearch is defingZd as systematlc study directed toward
fuller. sc1entﬁf1c knowledgé or. understandlng of the subject stidied. . The term
research alsc .incindes activities 1nvolv:.ng th= training -of indi¥iduwals in
research technigues.where such écthltles utll“ZE theé same facilities as other
research and development activities and whnr: such activities &re.not ineluded
in 'the - instruction function. Develcpment iz the systematlc use “of Pnowledge
and understaﬂdlng gained from rasearch,dlrected toward the productlon of -
useful-materials, devices, sysfems,. oI methods,'wncludlng défign dnd:

deveﬁopmenu of’ pIOTotypes and pYocesses.

‘Single -audit’ Teans. an auc
statements and the Federal awards aEWHEE

-~ -5tate-means-any. State of the United States, the District of Columbia,
the Commdnwealth: vl Puert ,Rlcow._he virgin. Islands, Guam, American Samoa, the
Commonwealth of the Northerrn Mariana Islands, and the Trust Territory of the
i el ES - i . P . . . . -
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tn.ans, and

Dtudent Financial Aid (STA) includes “noss programs oI general student
é stance, such as thase authorizad by Titles IV of the Higher Education Azt

ral awards to students on a compeititive pesis, or for specified staudiass or
aarch.

o7 1353, as amended, {20 U9.3.C. 1070 =2t_seqg.) which is administered by the
U.%. Department of Rducation, and similar programs provided by other Faderal
sgencies. I+ does not include programs which provide fellowships or similar

Subrecivient means a non~Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program, but does
rnot include an individual that is a beneficiary of such a program. A
suhrecipient may also be a recipient of other Federal awards diresctly from a
Federal awarding agency. Guidance on distinguishing between a subrecipient
and a vendor is provided in § _ .210.

Tvpes of compliapce reguirements refers to the types of compliance
requirements listed in the compliance supplement. Examples include:
activities allowod or unallowed; allowable costs/cost principles; cash
management; Aqlbll;_y, matching, level of eifort, earmarking,; and,
reporting. ® '

Vendor means & dealer, distributor, merchant, or other seller providing
goods or services that are required for the conduct of a Federel 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
betwazen a subrecipient and a vendor is provided in § _ .210,

Subpart B~—Aud1ts
5 .200 budit “equlremenhs

ia) Budit reguired. Non-Federal entitiss that expend $300, 000
{(3500,000 for fiscal years ending after December 31, 2003) or more in a year
in Federal awards shall have a single or program-specific audit conducted for
that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in §___ .205.

(b} Single audit. Non-Federal entities that expend $300,000 (5500,000
for fiscal years ending after December 321, 2003) or more in a yesar in Federal
awards shall have a single audit conducted in accordance with § .500 except
when they eglect to have & program-specific audit conducted in accordance with
paragraph (e} of this section.

(c) Program-specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D} and the Federal
program's laws, regulations, or grant agreements do not require a fimancial
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 b2 elected for ReéD unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

{d) Eremntion when Federal awards expended arxe less. than 300,000
(5500, 000 For fiscal vears epnding after December 31, 2003). HNon-Federal

8
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Mznazeement of & audiTes thal owne or operstes & FFRDD mey
FFEL. &: & sepalate entity for purpuses ol thisz part
g_ﬁﬂ.205 Bzsis= for determining Federzl awards expended.
fe] LDetermining Federal awards expsnded. Th_ determingtion of when an
awerd iz expenged should be based on when the activity related te the award
ooccurs. Generally, the activity Dcrta¢ns ty 2vents Lhat reguire the non-
Federzl entity —o comply with laws, regulaticns, and the provis ions-of
sontracts OF Jrent agreements, such as: eypnnc1ture/e7pense TransactLions
zgsocisted wlth'gran 5, cost-reimbursement contracts, cooperative dgzeament
and direct appropristions; the disbursement of funds passed through to
subrecipients; the use of loan proceeds under loan and loanr guarantee
programs; the receipt of property; the receipt of surplus property:; the

receipt or use of program income; the distributicn or consumption of Zocd
commodities; the disbursement of. amounts entitling the non-Federal ent ty to
an interest subsidy:; aad, the perlod when insurance is in force.

(o) Loan and loan guarantees (loansi. Since the Federal Government is
at risk for loane until the debt is repaid, the following guidelines shzll be
nsed to calculate the value of Federal awards expended under loan pvogfams,
except a5 noted in paragraphs {c) and (d) of this sectlon:

(1) Value of new loans made of received during“the fiscal year;
rlus o

(2} Balance of loans from previous yszars for which the Federzl
Government imposes continuing complwance requlfements, plus ' )

{33 Eny interest subsidy, cash, or administrative cost allowance
received.

ic) Loan and loan gueranteges {loans) at institut%onc of higher

education. Wnen loans’ are made fo.students of an ipstitution of higher
education but the institution does not make the loans, Lhen oniy the valiue of
loans made during the year shell be considered Federal awards expended in that
year.. The palance of lcans for previous ‘years. is mot included as Federal
avards expended because the lender ‘accounts  for the priox balances

{dj Pricr loan and lcan dquarantees (lcans). Loans, the procends of
which were received and expended in: prlor years, are not considered Federal

awards expended under this part when the laws Tegqutlons,-and ‘the provisions
of contracts or grent agreements perta ning *o such loans impeése no golitinuing
compliance requizements other *han to ?epay the loans. : ’

(e) Endovwment funds. The cumulative balance of Federal awards for

sndowment funds which are federally restricted are conswderod ‘awards expended
in each y&zr in wh;ch the funds are st_ll restricted.

Lo Afyd “Free rent. TFree rent ?ece1ved by itself is not considered &
deét*W"aw rd expended undef thﬁs part. However, free rent received as part

oF 23 PAGES
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i) Medigaid., Medicaid paymentis to a subrecipient Zor providing
patient care services to Medicaid eligible individuals are not considered
Federal awards expendsd under this part unless a 35tate reguires the funds =
he tfreated as Federal awards =upsanded because reimbursement is on a cost-
reimbursement basis.

[

{1 Certaip loapns provided by the National Credit Union
Administration. For purposes of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liquidity Facility that are
funded hy contributions from insured institutions are not considered Federal
awards expended,.

. W

£ .210 Subrecipient and vendor determinations.
{a) Genzral. 2n audites may be a recipient, a subrecipient, and a
vender. Federal awards expended as a raciplent or a subrecipient would be

subject to audit under this part. . The payments received for goods or servicss
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b} and (c) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services.

(b} Federal award. <Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

{1) Determines who is eligible to receive what Federal financial

rt

ig

fu
4]
03]
}

ance;

{2) Hag its performance measured against whether the objectives
of the Federal program are met;

{3) Has responsibility for programmatic decision making;

(4)  BRas responsibility for adherence to applicable Federal
program compliance reguirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
rass-through entity.

(c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services received by a vendor are when the organization:

{1} Provides the goods and services within normal business
operations; ‘

10 ATTACHMENT . &
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y Ts Kot subhect UL compliance reguirements of the Federal
progran

id; Use of Sudoment in meking delermineTion. mhnte may De unusual

circumstances or exceptions to the 2isted characteris In making the
determinazion of whether z subrecipient or vendoer relat ;onsrtp exists, tThe

relationsnip is more important than the Zorm of the
£ not. expected that zll of the characteristics will be present
uld be used in determining whether an entity s a subrecipient

supstance of Th
agreement. It
and judgment sh
oy vendor.

O - b kR

{e) For-profit subrecirient. Since this part does mnot apply to for-
profit subrecipients, the pass-through entity is responsible for establishing
reguiremsnts, ag neEcessary, to ensure compliance by for-profit subtecipients.
The contract with the for-profit subrecipient should dascribe applicable
compliance reguirements and the for-profit subrecipient's compliance
responsibility. Methods to ensure compliance for Federal awards made toc for-
profit subrecipients may include pre-award zudits, monitoring during the
contract, and post-award audits. ' : - :

(1) Compliance responcsibility for vendors. Iin moct cases the
auditee's compl ance responsibility for vendors is only to ensure that tEhe
Drocurement receipt,-and? payment for goods and services comply w1th laws,

‘ﬁtlution and “the provisions of contracts of grant agreements """ “Program
compl;an"e reguirements normally do not pass through tec vendors.:  Howevér, the
auditee iz responsible- for  ensuring compliance for vendor transahtions which
are structured such that  the vender is responsible fQ;'ptogram*CDmpliance-Qr:
the vender's records mast be reviewed to determine program cbmpliance: . Elso,
when these vendor transactions relate to a major program, the scope of the
audit shall include determining whether these transactions &re in ‘compliance
with laws, regtlat_ons, and the provisions of coniracts or gvant sgreements.

§__ .215 Relatlon to otner audit regquirements.
fz) audit under this Da*t in lieu of other audits. An audit made in
accordance with this part shall be ip lieu of any fimancial audit requiread
under individual Federal awards. To the extent this audit meetd a Federal
agency's needs, it shall rely upon and use such audits. _The pr0V1510ns of
this part neither limit the autherity of Federal agencies, inEluding Their
Inspectors General/ " sr GAQ ©o conduct or arrange for additional audits (&.g.,
financizl audits, perfOVmgnce aundits, EV&1Latlong,_1n5pECthn51 “OT reviews)
non authcrize any'a itfée’ 1o vonstrain Federsl agenﬁles_ffom Cafryﬂng feiti
additional audits: “Any additional audits shall be planned and petformed i
such & wsy as to bulld upon work performed by other: audltors :

{bj) Federal. agencv ‘to pav for ddlt‘onal aUstS. 7A IEdEIcl ag_ncy i
that conducts or coptracts for additional audits shall consistent with other
applicable laws and Yectﬁa i"ns, errange for funding the_full cost of such
additional audﬂts. : : '
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re meinr DTOgTan.
izulary Federal program avs.T
x Y SonfunIing oI grranglng Ifur tne
a , 3uc @575 =hould be mase &t
S fiscal o pe sudited. The
tts audizor, promeIly respond o such
agency whether *he osrogram would olhsrw.ss be
<he risk-based audit approach descriped in
! ed iLncrementa The Federal ag=ncy
{onhan promptly e suditaee whe t wants Zhe Drogram
aJd Tad o as a maior pr‘.‘ “he Drogram Is To De avdiited z3 & mannr
program hasaed upon thi eral agency reguest, and the Sadersl agency agraes
o pay Zhe full incremen costs, then the auditee shall have the program
audited as & major program. B pass-through entity may use the provisions of

this paragraph for a subrecipient.
5 . 220 Fregquency of auditis.

Exczpt for the provisions i
and (b) of this section, audits r
annually. Any biennial audit sha
period.

ox blenn;dl audits provided in paragraphs (a)
gguired by this part shall be performed
11 cover both years within the biennial

ta) B State or local government that is required by constitution or
statute, in effect on January 1, 1987, to undergo its audits less frequently}
than annually, is permitted to undergo its audits pursuant to this part
biennially. This reguirement must still be in effect for the biennial period
under audit

{by  Any non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1985, is
permitted to undergo its audits pursuant to this part biennially.

§ .225 ' SBanctioms,

Mo audit costs may be charged to Federal awards when audits required by
this part have not been made or have been made but not im 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
entities shall take appropriate action using sanctions such as:

{a) Withholding a percentage 0f Federal awards until the audit is
completed satisfactorily; '

{b) Withholding or disallowing cverhead costs;
{c) Suspending Federal awards until the audit is conducted; or
{d) Terminating the Federal award.

§ _.230 Audit costs.

(a) 2Allowable 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 Acgquisition Regulation (FAR] (48
CFR paxrts 30 and 31}, or other applicable cost p?lnCLpleS or regulations.

iz
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"1 Tre 20sl of &ly aciT under The fingle kudlt Lot AmendmentTs
ol &% 1z U.E.T.0 7501 2T ozeo. . LT conductaé il aftcordance wiIth thle pezr.

2 The cost of auditong & noun-Federal entity whoch Les Federel
ewerds expznded of leses than (300, 0006 (JE00, 000 for fiscel yesrs ending after
Decemper 31, 2003) per year anc is tnerepy sxneémpted under § 200{d) from
nev.omg &n audit conducted under tiis part However, thisz does not prohlibit s
pess-through entity from charging Fegsral awards for the cost of limited scope
auditTg To mMonitor its subrecipients in accordgnce with § 400¢d) (3),
provided the subrecipient does not heve & singie audit. “TFor purposes of zuis
part, iimited scope audits only include agreed-upon procedures engagements
conaucted 1T accordance with either tne RICFPL' s gene*a~ly accaepted auditing
standards or attestation standards, that zre paid for and arranged by z pase-
:*Tough entity end address only one or more of tfthe *olTow-ng types of
compliance reguireménfs: activities allowed or unzllowed: zllowable
costs/cost principles; eligibility; matching, 1

level of effort, esrmarking;
and, reporting. : -

§ .235 Program-Specific andiis. ] .

() Program-specific andit guide aveilable. In many cdges, a program-
specific audit gulde will be avzilable to provide specific guidance to the
auditor with respect to internal cont*ol, compliance reguirements, suggested

avdit procedures, and audit repoerting requirements. ' The #uditor should
contact the Office” of Inspector Generzl of the Federal agency to de+e¢mlne
whether such a guide is available. When & current pZ ogram- specific audit’
guide is ava1labls, the auditor shall follow uAGAS and +he gulde when
Derformlng a program Sp°lelC audit.

'(b) Program-specific audit gcuide not aval abl - {1) -When & Drog
specific audit guide is not evailakle, the uudﬂbee and aud‘tor shzll have
basically the 'Same resSponsibilities for the.. Federal prog*am as they would have

for an audit of a ma]or program in a single audwt‘

(2) The aud1te= ghall prepare The flnanClal statement(s) for the
Federal program that includes, at & minimum, a schedule of expenditures of =
Federal awards: for the- prﬂgram and notes that describe the =ignificant
accounting DQllClcs psed in. preparing the s& hedu;g, & summa:y schedule of
prier audit flndﬂngs consistent with the requlLements of § - E 315(b); and a’
corrective actlon plan ‘consistent with the *equlrements of § ‘ 315(c)

(31 The auditer shall:

(i) Perform an audlt of the flnanc al statement(s) for the
Federal program ln accordance with GAGAE : :

{iii] Perform procedures to'determine whether thé auditee
has Pompl ed with' lEWS, ‘regulations, and the provisions ©f contfacts or grant
agresments that could_h&ve 5 direct and material effect on the Federal program
r‘ons’ tent1w;th-thé3I§quirements of § - .500{d) for a major program; and
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! nes audit I
: I dites, an finding,
aud. wor concludes that nne ndings mets
reprasents che status of dance wizh Ine
rements 5F & 500 (&)

{41 The asuditor's reporitls) may be in the forxm of eliherx
combined or separate reports and may be organized differently from the manner
presented in this szotion.  The auditor's renort s} shell states that cthe zudit
was conducted in accordance with this part and include the fsllowing:

(i) An opinion (or disciaimer of opinion) as to whether
the financial statementi{s) of the Faderal program is presaented fairly in all
material respects in conformity with the stated accounting policies;

(ii) A 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 opinion {or
disclaimer of opinion} as to whether the audites complied with laws,
requlations, and the provisions of contracts or grant zgreements which could
have a direct and material effect on ihe Faderal program; and

{iv) A schedule of findings and questioned costs for th
Federal program that includes a summary of the auditor's results relative
the Federal program in a format consistent with §_ _ .505(d) {1} and findings
and guestioned costs consistent with the regquirements of §__  .505(d) (3}.

e
Lo

(c) Report supmission for program-spegific audits.
(1} The audit shall be completed and the reporting required by paragraph
(c) (2) or {c}(3) of this section submitied within the earlier of 30 days after
receipt of the auditor’s report(s), or nine moenths after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that prowvided the funding or a different period is specified in a program—
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the reguired reporting shall be
submitted within the earlier of 30 days after receipt of the auditoxr’s

report (s}, or 13 months after the end of the audit period, unless a different
period is specified in a program-specific awdit guide.} Unless restricted by
law or regulation, the auditee shall make report copies available for public

inspection.

{2} When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with § . 320(®), as applicable to a
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. Also, the awvditee shall
submit to the Federal awarding agency or pass-through entity the reporting
reguired by the program-specific audit guide,

{3) When a program-specific audit guide is not available, the
reporting package for a program-spzcific 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

14 : EE
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£ EZ0(Dy), zg oa al-SpE £ copy LI LIS
TEDLITING LACkage & TO Ths uee ccs;”LaLec
oy OME UL De revéimed && &L arc L CODY. edule of
Iinelngs end guesiioneg SusSTE disclosed aud: SUMMET Yy S5Chnedl’e
¢ prior 1.t findings repo d the stsLus nge, the auditee
zrnell s ine copy of Lhe repourting patksa le hOnouse On
Lenelf of £0sTE]l AWEIGING &g9sncy, or dir ; T agh entTity-
in ne & subrecipient irstead of suomitting, rting ;ncndoe gltd
the pa hoentity, when & subrecipient is. not r Lo submit’ g
TEepLrt ge to the pass-through entity, -the sub sh&ll provide
WIXIIiTtTe ation te the pass-through entity, congi ith the
Ieguiy §_ .320{e) (2} L subrecipient may submit & SOpy of the
report ge to the pass-trhircough entity to comply with this notification
reguir

td) ~Oirer sections of thisg part may aponlv: Dfog*am~ Dﬁc1flc audits
are subject’'to § 100 through § 214(5),“__;_ 220 througn'§ 230,
§  .300 through §__.305, §__ .215, §  .320(%) through S__ .320(3), §__ 400
through § = 405,66 .510 through § 2 .515, and other referenced provigions

of this part unlef§s contrary to the prov1=lons of this section,; a program-
specific audlt gL;de, or program laws and regu?aflons - -

Subpart C--Zuditees
§ .300 Audites responsibilities,

The auditees shszll:

(a) Identify, in its accounts, zl)l Federal anTdS *ece*v&d and
expended and the Federal programs under which they were received.' Federzl
program and award identification shall ‘inciude, as. applicable, the CFDA title
and. number, .award fumber and year, name of the Fe ral agency,"and name of the
pass-through .entity. : ' ‘ '

{(b) .. Meiptain intermal contrel OVET Federal prog?ams thdt prov;ues
reascnable assurance that the audltee is manuglng
Federal awardes ip compliance with laws regulatlons,-and the pfOVlSlOHS of
contracts or grant agreements that could heve 'a material effect om each of its
Federal Programs. -« : : : :

(c) Comply with laws, I egu&at1ons,‘and'the provi

ipﬂé of sontracts or
grant agveemenfs related to =ach of its Fede*al p ogramj. ST '

dy Prﬂpare approprlate fwnanc131 stat“ments, lncludlng the schﬂdule
ot expenalcures of Federal awards in accordance awdEh, § . 310

{e) Ensure that the audits requ1red by thﬂs part are properly
performed: and ‘submitted when due. When ex ens;ons -to the report. submission
due” date réguired by . § 320(a) are grante the cogn1zant oroversight -
agency for dudity promptly notify the: Federal ¢ rlnghouse designated by OMB
and each Pass-t rough ‘entity pIOVlG;ng Fed ral a ur's of the eyten51on L

ALy Follow up and take corroct ve ac+1on cn- aud;t findings;. 1nclud hg
prepara“lon o*‘ﬂusummary schedule of prior gudit, FwndanS'und a corrective’:
action p1an in. accordanﬂe with § ° .215(b} ‘and § -315{e), respectively.

8 ;mf3551; Anc;horcselectcon
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@, LX) LUDZUrement. L0 RYODIUNInG , pudiTess shzll
In.iow The or rament standards prescribed oy raT 2geTenT TINmMOn
Pu,e inareinafter referrasd to as the "R-10Z Cummorn Ru:e". publiished Maron LI,
TuBR and amended Bpril 1%, 1293 [inszrt appropriate TFR cotationd, CTircular
A=110, “Uniform hdministracive Reguirements for Granis and hgreements wiih

Tnstitutions of Higher Education, Bospitals and Other Non-Proliz
Organicaetions," or the FAR [48 CFR part 42, as applicable (OMB
available from the Office of Administration, Publizations Office, room 2200,
Hew Erecutive QOFf7fice Building, Washington, DC 20503). Whenever possihlis,
auditees shall make positive a2fforts to utilize small businegses, minority-
owned firms, and women‘'s business entezprisas, in procuring audi: services as
stated in the A-102 Cowmmon Rule, OMB Circular A-110, or the FAR (48 CFR part
42), as applicable. 1In requesting proposals for audif services, the
objec¢tives and scope of the audit should be made clear. Factors co be
considered in evaluating =ach proposal for audit services include the
respornsiveness to the request for proposal, relevant sxperience, availability
of staff with professional qualifications and technical abilities, the resul:cs
nf external guality control reviews, and price.

(b} Restriction on auditor preparipa indirect cost proposals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not alsoc bz selected to perform the audit required by this part when the
indirect costs racovered by the auditee during the prior year exceeded 51
million, This rastriction applies to the base year used in the preparation of
the indirect cost proposal or cogt allocation plan and any subsequent years in
which the resulting indirect cost agreement or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
servizes, this paragraph appliss to audits of fiscal vears beginming after
June 306, 1998.

{c) Use of Federal auditors. Federal auditors may perform all or part
of the work required under thisg part if they comply fully with the
raguirements of this part.

§ .3L¢0 Financial statements.

(al Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiszal year that is chosen to mest the reguirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §___ .500{a} and prepare geparate financial statements.

(b) gchedule of expenditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the psriod
coverasd by the auditee’'s financial statements. While not reguired, the
auditee may choaose to provids information raquested by Federal awarding
agencieg and pags-through entities to make the schedule easier to usge., For
axample, when a Federal program has multiple award years, the auditse may list
the amount of Federal awards expended for zach award ysar separately. At a
minimum, the schedule shall: :

{1) Ligt individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list indiwvidual Federal
programs within a cluster of programs. For R&D, total Pederal awards expsnded
shail be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutesg
of Health is a major subdivision in the Department of Health and Human

Services. :

16
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(e brovide total Federal awerds expended for ezcp individuzl
"&i program and the CFDE number or other identiiying number wnen -—ne CFDL
- 's . . ) ) -

Federal
informacion is not aveilable.

(g3 Include notes that descripe che
poiicies used ip prepering the schedule.

I8} To the extent practical, paegs-throughrentities should
identify in the schedule the *orql _amount prov: a&d to SUDVPC“plantE from each
Federal program.

{(¢) . Includé, im either the schedule or a note to the schedule,
the value of the Federzl awards eyPended in the form of non-cash. assistance,
the amount of insurance in effect du*1ng the year, and lDanl= or: loan
guarantees. outstanding at year end. “While mot *equlred it is preferable. o
present this. information in the scn dule

5 2215 Audit findingS‘follow-uD -

{&) General. The audltee is Tesnon=lble for follow- -up and co::ectlve
acrion on all zuwdit findings. As part of this responsibility, the audires
shall prepare a summary schizdulée ‘of prlor zudit findinge. The auditee shall
also prepare a corrective action plén - fol current year audit, fwndlngs . .The .
summary-.schedule of pricr audit 'Fﬂndlngs ‘End “the corrective action .plan.shall
include the reference numbers the auditor, asclgns to audit flnc'bngs under.”

§ .510{c). = Since the summary schedule ‘may. irnclide audit findings from.

miitiple years,.it sha?l .mclude the mscal year iR wh:.ch the flndl"lg
1nﬂt'lally occur*ed i : :

(b) *‘Summarv SPhnduln of DYioT audlt'*lndlnus - The summary schedule -ef
prior audit findings shall’ report; :the’ status of &ll.audit findings included in
the prior audit's schedule of flnd;ngs and*questloned COSts - relatlve to ;WT"
Federzl awards. The summary schedule shall- -alsc include audit .findings.. .
reported in.the prior auwdit's s ary, schedule of prior audit f1ndlngs eycept
audit findings listed as corredtéd in accdrdamce with parag*aph Ab)Y (1) of this
section, or no longer valid or not warranting further actiom in accordance .
with: paragraph {b}(4) of this section, '

(1) Whﬂp audit andlﬂgs wére'fhliy corr&cted thf Summa*y
schedule nﬁed only ist the audit findings and state thst corrective acticn
was taken .

(2) When aundit fﬂndlngs WETE not corrected ‘O, wefe onTy
partizlly corlec_ed the summnry schediile ‘ghall describe the- planned
corrective action as well as. any partldl cor;ectwve actlon taken

(3) When correctlve ‘acti on taken ie sﬂgnlfzcantly dl ~ferent from
cozrective action previously reported-*n a_corrective action plan or in the
Federgl~agency s or pass-through 3
schedule shall prov1d= an. expls

{#3- 1 When the auditeeé-bel: longer
valid or -do not warrant further ‘gction, ons for thrs p051t10n'shall~be
descrlbed in the summary schedule -t valld Yeason for cofsidering an audit
findi ot warranting further actlon is that =gil of the focllowing have

ti) ng.yéars.have_pésséd since the audit report in which
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Turrently following up with 2 on the sudit Iinding; and

t1ii; B managemant Aecision was not issued.

P Jorrective acrion plan. At the zompletion of the audit, :the
audiree shall prepare a corrective action plan to address each audit Zinding
inclouded in the current vezar auditor's reports. The corrective action plan
zhall provide the namefs} of the zontacs:t person!s) responsible for corrective
action, the corrective action planned, and the anticipated completion date.
If the auditee dozs not agree with the audic findings or believes corrective
action is not reguired, then the zorrzetive action plan shall include an
explanation and szpeciiic reasons.

§ .320 Report submigeion.
(a) General. The audit shall be completed and the data cecllection

form described in paragraph (b) of this section and reporting package
described in paragraph (c) of this section shall be submitted within the
esarlier of 30 days after receipt of the auditor’s report(s), or nine months
after the end of the audit period, unless a longer peried is agreed to in
advance by the cognizant or oversight agency for audit, (However, for fiscal
y&ears begimming on or pefore June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall be submitted within tche
earlier of 30 days after receipt of the auditor's report{s), or 13 months
after the end of the audit period.}) Unless restricted by law or regulatiaon,
the auditee shall make copies available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data cellection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available Ifrom the
Federal clearindhouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) =zhall sign a statement to be included as part of
the form certifying that: the auditee complisd with the reguirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the. information included in the form, in its
entirety, are accurate and complete.

{2) The data collection form shall include the following data
elements:

(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 opinion).

(ii}) Where applicable, a statement that reportable conditions in internal

control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

{(iii) A statement as to whether the audit disclosed any noncompliance which
is material to the fimancial statements of the auditee.

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

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

18
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VIL) L yeeg or nc statement as Lo whether the auditee guai.fied as a low-
risk aud:itee under § L5320 of OME Circuler E-L3E.

(viii) The doliar threshcld used to distinguish beétwsen Type L and Typs E
programg z& defined in § .520(b) of OME Circular L:-133.- S

(i) The Zateloo of Federsl Domestic Zseistance {(OFDER) number for cach
Federal program, “as applicable.

(x) The name of each Federal program and identification of each major
program. Individual programs with:n z cluster of programz should b

listed in the same level- of. detail as they are listed in the schedu
of expenditures oF Federal awards . -

- m

=3

>3} The amount of expenditures in the schedule of eypendltures o: Federal
awards associated w1th each Federal program.

(22ii} For each Federal pvogram a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any gquestioned costs:

({2} ‘Activities -2llowed or unallowed.

(B} Allowzkhle costs/cost principles.

(C} Cash management: .

(D) Davis-Bacon Act.

{E} Eligibility.

(F) - Bguipment and rweal property managemsnt.
(G} Matching; -level of effort, earmarking.

(H) Period of svailability. of Federzl funds.
(1) _Procurement and suspension and debarment.
(J) Progran inceme:

(¥ ‘Real property anulSltlon and relocation’ 35515tance
{ Reporting.

M) Subrec1p1ent monltorlng

() Spec1a1 tests'’and provisions.

{(xiii) . Buditee Name Emplojer Identlflcatlon Number’s) Name and TltTe of
Certifying’ OLflClal Telephone Number, Slgnature, and Date.

{xiv) Auditor Name, Name and Tlt‘e of Contact Person Audltor Address,
huditor Telephone Number Signature, and Date.

{xv) Whether the audltee has'elther a cogﬁizaﬁt oiibveiEigﬁtﬁageﬁCy for
audit. ’ S o : T v e

(xvi) The name of the Fognlzant or oveT51ght agency Tor audlt determlned in
. accordance with S 400(3) and LA ;

: : Az U51ng the 1 * i
descrlbed in paragraph (c) “of Ehis” seet1on the” aud:tor sha‘ 1l et :
applicable sectioms of the form. The audltcr shall sign a statement to be
included as part of the data cocllection form that indicates, at & minimum, the
source of the 1nformatﬁon 1nc1uded in“the form, the auditor’'s responsibility
for the informatiod, that the form is not a substitute for the reporting
Package described in paragra nofa) of this section, and thet the content of

15




o the data s.emenis Drazoriped by IMT

he Inrm s limiced i
o Reporiing paciiage . The reporiling package shall include the:
I financial starements and schedule of eupandituras of
fFaderzl awards dis:ussed in §_ .310{a) and §___.3210{b), respectively,
{2 summary schedule of prior audit findings discuased in
§ _ .3215(b);
{29 sudifor's report's) discussed in §_ . 505; and
i4) Correg¢iive action plan discussed in § _ .215(c).
() Submission to clearinghouse. All auditess shall submit to the

ederal clearinghouse designated by OMB the data collection form described :p
ragraDh.(b) of this section and one copy of the resporting rackage described

na
in paragraph (c¢) of thig gection for:

(1) The Federal clearinghouse - to retain as an archival copy;
and

(2) Each Federal awarding agency when the schedule of findings

and guestioned costs disclosed audit findings relating to Federal awards that
the Pederal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly. X

{e) additional submission bv subrecipients. (1) In addition to the
reguirements discussed in paragraph (d) of this section, auditees that are
also subrecipients shall submit to =ach pass-through entity one copy oi the
reporting package described in paragraph (¢) of this section for each pass-
through entity when the schedule of findings and questicned costs disclosad
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior auwdit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
crovided,

(2} Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not reguired 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
chat: an audit of the subrecipient was conducted in accordance with this part
{including the period covered by the audit and the name, amount, and CFDA
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and guestioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through enticy
provided. A subrecipient may submit a copy of the reporting package desciribed
in paragraph {¢} of this section to a pass-through entity to comply with this
notification reguirsment.

(£) Requests for report copies. In response to requests by a Fedsral
agency or pass-through entify, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c) of this section and, if
requested, a copy of any management letters issued by the auditor,

(g) Report retention reguirements. BAuditees shall keep one copy of
the data collection form described in paragraph (b) of this section and ome
copy of the reporting package described in paragraph (¢) of this section on
file for three years from the date of submission to the Federal clearinghouse
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Az gnatsC 2y UME. Fass-Through
eubm_gErons oL Sille for fhres wvza
r Clesrifignouss respon ities. The = lear

Gesignated Dy OME shall idistribure tne reporiing packages received in
acooTdEnte WiIlL pEragraph {d) (2} of Zhis section and §_ . 22ZZ{c} {3) tc
BpLizTabie feoe -al ewarding agencies, WEintaln & Gate base of completed
augdite, provide app?opvlate--pfovma*won Lo Federzl agencies, and follow up

] W “which have mot submitted the reguiréd data collection

forms ang :eportinc'paﬁkagesg

D] Clez Tlnqhouse adq‘-'ﬂSCA The address of the Fede _E..l _cl&aringhouse
currently designated by OME is Federzl Audit C1ear1nghouse Bureau of the
Census, 1201 E. -Uth Street Jeffersonville, IN 47132 o

39 Blectronic f111nq Nothing in this part shnTl precluide elecrronic

submicecione to the Federal clearinghouse in such manner as may be approved by
OME. With OME approval, the Federal clearinghouse may pilot test methods of
electronic submissions.

Subpar:t D--Federazl Agencies and Pass-Through Entities
§  .4Gh Responsibilities.

(&} Coanizant ‘agency-for szudit responsibilities. Recipients expending
more than $25 million (850 million for fiscal years endlng after December 31,
2003) & year in Federal awards shzll have a cognizant dagency for audit. The
designated cognizant agency for audit shall be the Federal awarding zgency
that provides the predominant amount of direct Iandlng to g, rec1p1ent unless
OMB makes a specific cognlzant agency for audit asslgnmenf

Following is efféctive for' fistal wyears ending om or be;ore December 31, 2003:
To provide for continuicy of cognizance, the determination of the’ predomlnant
amount of direct undlng sha‘l be. based upon direct Federal awards expended in
the recipient's fiscal vears endlng inm 1985;-2000, 2805, and every £ifth vear
thereafter. For éxamplé, audit cognizance for periods endlng in 1997 through
2000 will be determined based on Federal awards expended im 3955 .0 (Howev T,
for States and local govermments that expend more than $25 mlllﬂon a year-im
Federal awards and have previously assigned cognizant. agﬂnc es for audit|, the
requirements of this paragraph are not effective until fiscal years begﬂnn1ng
after June 20, 2000 )

Following is effective for - fiscal years endlng after D&cemb&r;Bl 2003

The determination -of the predominant amount of direct funding shall be basged-
upon direct Federal awards}eﬂpended in the recipient's, fisczl years enslng in
2004, 2009, 2014, and every fifth year thereafter. For example, audit . |
cognizance for per'.ds ending in 2006 through 2010 will be determined based on
Federal awards expended in. 2004, [However,: for 2001 through 2005, the )
cognizant agency for audit 18 determined based on the predomlnant amount of
direct Federal awards eypenaed in. the r801p1ent's flscal year Endlng ln::ODD)

Notw1thstand1ng the mannexr in which audit cognlzance is aetermlned 3 Fedé*éi
awarding agency w1th cognizance for an auditee way reassign: cognlzance Lo

another Federal awardlng agency which prov1de= substantial dirget funding nnd
agreses to be the cognizant agency for audit. -Within~ 30 days af ter any. .
TeaSSﬂgnmnnt, both.the old and the new cognizant agency. for audlt Ehal
the audites, and; 34f- known, the auditor of the reassignment. The cognlzant
agency for audit shall. -~ " . R GE

1) ..Provide technical audit advice and ‘liaison to auditees:and

auditors.

A2y s
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pol guirad oy § .220(a) . The cognirant agenoy for audiz
mav Crant exlens.ons £o

r good cause.

{54 Obtain or conduct guality czonirol reviews of selected
auditors, and provide the results, when

aud.os made 5y non-Fedérsl
appropriate, to other interested organlizations.

Promptly inform other affscted Faderal agencies and
ral law enforcement officials of any direct reporting by the
uditor of irregularities oy illegal acts, as reguired by GAGAS

a
gulatcions.

appropriatce
audiz=ze or
oy laws and

y
e et oy
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(5} Advise the auditor and, where appropriate, the auditee oI
any deficiencies found in the audits when the deficiencies reguire corrective
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, bthe cognizant agency for auwdit shall notify the auditor, the auditee,
and applicable Federal awarding adgencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequaciss or
repetitive substandard performance by auditors shall be referred to
appropriate State licensing agenciss and professional bodies for disciplinary
action.

(6) " Coordinate, to the extent practical, audits or reviaws
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additiomal audite or reviews build upon
audits performed in accordance with this part.

(N Coordinate a managemsnt decision for audit findings that
affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective audit.

{9) For biennial audits permitted under § .220, considexr
auditee reguests to cqualify as a low-risk auditee under § -530{a) .
(b) Qvergight agericy for audit responsibilities. 2n auditee which

dozs not have a designated cognizant agency for audit will be under the
general oversight of the Pederal agency determined in accordance with

5 .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 for audit.

{c) Federal awarding agency responsibilitieg. 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 Pederal
agency shall provide information necessary to clearly describe the Federal
award.

(2} - Advise recipients of reguirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agresments.

(3} Engure that audits are completed and reports are received
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LT & TIWmElV mAnner Anc in acsordante with The regqulrements

Issus & management decisi
=Cel pt ‘of the audit report and
timely SOYYECULive action.

tEY Y Legsign @ person responeirle foxr providing amnual updates
of the compliance supplement to OME. : IO - :

(ad FPase-through enti
perform the following foxr the

€. A pass-through entity shall

(1), Identify Federzl awards made by lnnormnnc each .
sun*ec1p¢ent of CFhA title and number, award name and number, award year, if
the award is ELD, and mname of Federzl agency. When..some of this information
ic not avail ablhl the pass-through entity shall provide thé best information,
avaiiable to a&scrlbe the Federal award. o o T '

L2y 7 mdvise subre01p1en*s of requl*ements 1mposed cn them by
Federal laws, regulatlons and the provisions:.of contracts or grant agresments
as well ag any suppﬁemental regquirements lmposed by the pPasE- through entlty

(3} Monitor the activities of subrec1plent5 as nncpssary to
ensure that Federal awards are used for authorized purposés in compliance with
laws, rnguWatlons, ‘and’ the provisions of contracts -or. grant agre=m=nt= and
that pevaTmance goals are achlevnd - : )

(£) - Ensure that subrecipients °YPEndlﬁ9 SBDD 000 (*500 OOG for
fisczl years endlng ‘after December 31, 2003) or: ‘mores in Federal awards durﬂng
the subrecaplent s-fiscal year have met the audit *equlrement of th1s part
for-that fiscal yea*_“' E

{51 Tssue 2 management d=c1510n oI audlt flndlngs ‘within six’
menths zfter receipt. of the subrecipient’s adudit report:and ensure that th= ‘
subrecipient, takes zppropriate and timely CDI*E”tlve action. o

(E)* 'Cconsider whether subrecipient audits mnecessitate
adju5tm=nt of the pass-through entity's own records.

{7 ', qulve each subrecipient to! permlt the pass-through
entity and anditerg. to have atcess to the records andfimancial statements as
DECESSETY for 1'he pass through entity to comply with this-part,

B 405 Management dec Eion.

{a). - General. The management decision shall clearly state whether or
not. the audlt ﬁ*ndlng 15 ELStalnEd .Lhe Ieason T Lhew and

_tlmenable ForifoT
decision; the Peder
aadlflonal snforma
for auditortaEsaran
disallowed costs,
aygilable to the a

e

redérgl, aaency As'pLovided in § -“.AOO{ f(?),_the cognizant
aad] shall%be TesnonsanE for coordﬂnatlng a management decision
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Q) Yass~chrough entizyv. &5 provided in §_  .400(d] (5). the pass-
tnrough 2ntity shall be respongible Zor making rhe managemsn: disc s:c" for
aud:t findings that r=late to Federal awards if makes o subracipiant

<y Time reguirsments. The zntity responsible for making the
management decision shall do 3o witnin six months of receipt of che audit
report. Corrective accion shouid be initiated within six months after receipt
nf thne audiz report and procesd as rapidly as possible.

(e) Referance numb@rs Management decisions shall include the

lth § .SlD(c).

Subpart BE--Auditors

§ .500 Scope of audit.
{a) General. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersd Federzl 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 =hall

be for the same fiscal year.

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

() Iinternazl control. {1} In addition to the reguirements of GRGAS,
the auditcr shall perform procedurss to cbtain an understanding of internal
control over Federal programg sufficient to plan the aundit to support z low
assegsed level of control risk for major programs.

(2) Except as provided in paragraph (¢} (3} of this section,
the auditor shall:

{1) Plan the testing of internal contrel over major
programs to support a low assassgsed level of control risk for the assertions
relevant to the compliance reguirements for ecach major program; and

(ii) Perform testing of internal control as planned in
paragraph (c) (2} (1) of this section.

(3) When internal control over some or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the plannlng and performing of testing describesd in
paragraph (g)(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 weakpess) in accordance
with § .510, assess the related control risk at the maximum, and consider

whether additional cempliance tests are reguired becauge of 1neffec;1ve
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1z Comzliance. {1} In & The
SLGLTCY Snell determine whether th
:egula:;:n_, anoc the pr o.’ ions of may have
& direct anc material sifect on sz
(2) - The principsl compliance reguirements applicable tec most
Federal pxo ograms znd the complianze Feguliemsnus. of the’ “argasf Federzl
programs are included in the compllance supplement . ) :

13} ‘For the compliance ‘reguirements related 1o Federal
programs contzined im the compliance supplement, an audit of these compliance
reqguirements will meet the reguirements of this part. Whére there have been
changes tc the compliance reguiremsnts znd the changes are not reflected in
the complﬁance'supplement the audivor..shalil. determine the current compliance
reguirements’ and modlfy the audit procedures accordingly. For those. Federal
programs not covered in the compliance supplem_nt the auditor should lse the
tvpes of compllunce reguirements contained. dn the- compliance supplement as
guidance for 1aent1fy1ng the  types of compllance Treguirements to test, and
determine the requirements governing. the Bedergl program by reviewing the
provisions of contracts and grant dgreements and the laws and reguTatﬂons
r&ferred to in such contracts and grant agrﬂaments

(2) The complﬁanc& hestlng shall 1nc¢ude pests ‘of transact1ons
and such other auditing procedures necessary to provide the auditcr sufficient
ev1denc= to support an opinion on compliance :

(e} Audit follow-up. The audﬂtor shall Iollow “Up on prior audlt

findings, perfcrm procedures to assess: the! reasonableness of the summary
schadule of prior audit findings prepared by the auditee in accordance with

5 315(b), and report Aas 2 Curremnt: yaar andit flndlng,.when the auditor
concludes that the summary ‘schedule-of “prior=audit findings materially .
misrepresents the status of any prior pugit . finding. The auditdr shall”
perform auvdit follow-up proéeaurps regardless -of whether a prior audit flndlng
relates to a major program in the current v=ar _' R - :

(f) ' Data Collection Form. 25 requlred 4in-§. . .320(b) (3), the auditor
shall complete and fign specified sections BErhe- data cellection form. '

§ .505 Audlt répﬁrting.

: ~The auditor's report{s) may. be in the w of either Cbmbﬁﬁed‘ar"
separate 1eports and may be- organlzed dﬂffer tly: from the manner presented in
this snctlon The udltor s, report 5)‘sha1 state ‘that: the. audlt was.r

conducLed in accor ance w1th thls part*and “nclude th& rollow1ng

{a} .An opinion {or dlscTalmer of opinion) as to wnetner the Llnanc1al
statements. are. presented falrly in al aferial: respects in conformity with
generally accepted -accounting prrnc1p1es and' nx Oplnlon (or d1scla1mer of
opinipn) as Lo { - A
presemnted falrly_
statements taken as a'whole

{D) o report on intermal control re“ated to. the Flna c;al statements
and major D"’ograms.._ This report shall: dﬂscrlbe thé:s
internsgl control and the results of the testd; and,” whev—e appllcab1e refer to
the Separate scnedule of Ilndlngs and quest 'ned costs aescrrbed in paragraDh
{@) of el : i '




o “he Z2inanc.al atacaments.  Thisz renort zha
» disclaimer of suinisn  as o wnetner the auci
! iomns, and the provisions of soOntiractis Ir jrant
2ould have a direct and material sIfect on zach major program, and, whers
aprlicaple, refer o the separate schedule of findings and guestioned cosis
described in saragraph (@) of this s=gtion.

idi 2 schedule of findings and guestioned costs which shall includs
tire Inllowing three components:

£3) A summary 57 the auditor's resulis which shall incliude:

{i) The type of report the auditor issued on the
financial statements of the auditee (i.e., ungualified opinion, gualiiisd
opinion, adverse opinion, or disclaimer of opinion);

(id)} Where applicable, a statement that repor:table
conditions in internal control were disclosed by the audit of the financial
statements and whether any such conditions were material weaknesses;

(iii) 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

{iv) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknegses;

{v) The type of report the auditor issued on compliance
for major programs (i.e., ungualified opinion, qualiified opinion, adverse
ospinion, or disclaimer of cpinion);

(vi) A gtatement as to whether the audit disclosed any
audit findings which the auditor ‘is required to report under § .510(a);

(vii) An identification of major programs;

(viii}The dollar threshold used to distinguish between
Type 2 and Type B programs, as described in § .520(b}; and

(ix) L statement as to whether the auditee qualiiied as
a low-rigk auditee under § .530. .

{2) Findingg relaﬁing to the financial statements which are
reguired to be reported in accordance with GRGAS.

(3) Findings and ‘questioned costs for Federal awards which
shall include audit findings as defined in §__ .510(a}).
(i) ~ Audit'findings (e.g., internal contxol £indings,
compliance findings, questicned 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 sntity.

(i1) hudit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs {d) (2} and (d)(3)
nf this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference to a detailed reporting in the other section of
the schedule.

8 .310 audit findings.
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co - T ' 1 ' an” audit

bini & major program
C;_l‘ : B U . ; ; it : 1P - The auditor
snall i ify reportapl i which are ingividu ' cumulatively
mat . ‘ ’

17 Materizl noncompliance with the provigions of laws,
regplations, COnNtracts, Or grant agreements related To 2@ major program. The
abvditor's determination of whether a noncomD‘iance with the provisione of
lawe, regulatioms, contracts, ar grant Bfreements is material for the purpose
of reporting an audit finding is in- relationmto a fype..of compliance.
reguirement for a major - prog*am @r an audlt biecrtive identified if the
compliance supplemént . | e Sl T ' '

13) _ ¥nown questloned costs:which- are greater than $10,000 for
& type of cdmpliance requirement £or a-major pro'vam ¥nown guegtioned copsts
are those specifically identified by the audit In evaluatlng the’ effect of
gusstioned costs on the opinion on compliance, tne audltor Censiders the best
estimate of total costs guestioned (likely qu=stloned costs), not Just the
questioned costs specifically identified (known questioned costs). The
auditor shall also report known guestioned ‘costs when kaely qunstloned Costs
are greater tham 510,000 for a type of compliance reguirement for a major’
program. . Ipn reporting gquestioped costs, the auditor shall include information
to pvov1de proper perspective for judglng the prevﬁience and congeguences of
the gusstion=d costs. R : .

(A)' ¥nown guestioned eoats which zre £10,000.for
a. Federal program which is not audited &s a. maz oL, pro fcr audlt
follow-up, the auditor is not reguiredivnder thigiparts +5. peruO?m audlt -
procedures for such a Federal program; therefere, the auditor will normally
not £ind guestioned costs for a program which-4s-net audited as a major.
program..  However, if the auditor does become aware of qunstloned costs. fer-a
Federal p ogram which is mot: audited as:
audit Foliow:ilip or other aud1t ‘pProcediy
greafer than $10 0c0, then tne audltor shiall

han

| why~th5 audltor S rﬁport cn
an;nngiwa lified oplnlon, :unléss
such czrcnmstances are otherwwse reported _ audﬂt_f_ndlngs in th& scnedule of
findings and questiocned costs for Federal award B .

t6). . Known fraud affectlng & Federal award unless such fraud
is ocherw15e reported as an audlt Flndlng I scthedule of . -Findings and
aph does notgrequﬂre the_;

B f?} 4 Tns;ances whe*e‘t e result: =
disclosed that the summary schedule of prier audlt fﬂndlngs p*epared by the

auditee in accordance with § 1S(b} materlally mﬂslepresents the status of
any prior audlt Flndlng : : o :

Audlt ;1ndlngs shall be presented in




cnoiaiad, as appiicasle, Ln aud.t Iindings:

3 Fadeval program and spesific Federal award idencificatzion

inoiuding the CFDE title and number, Federal award number and ysgar, hame of
Federal agency, and name of zhe GDUlACabLQ pags-through entizy. When

‘nfsrmation, such as the CFDA title and number oY Pedexral award number, I3z not
lable, the auditor shall provide the best infcormation available to

ribz the Fedsral award.

(z) The zcriteria or apecific reqguirement upon whizh the audit
find.ng is hased, inciuding statutory, regulatory, or other citation.

(3} The condition found, including facis that support the
deficiency identified in the audit finding.

{4} Idencification of guestioned costs and how they were
computed.

(5} Iinformation to provide proper perspective for judging the
prevalence and conseguences of the auvdit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, ingtances identified shall be related to the universe and the
number of cases examined and be quantified in terms of dollar wvalue.

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

{7y 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 £indings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§ .815 hudit working papers.

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

{b) Locess to working papers. Audit working papers shall be made
available upon reguest to the cognizant or oversight agency for audilt or its
designee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessgary.
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I3 LEZ20 Mzjor program detsrminatidn.

L8k~ -J&SQG dD‘D,LO:;Cf "C d“ =rmins

gl Gepersl. The 3dufitor shall usé a
wnith redersl programs are m=J0V*prqgrams. ; risk-based app*oaﬁh €hall
inolude congideration of:  Current &dnd pricr audit e}per_ence,-oversﬂgh* by
Fedzre. agencies and pass-through entirties, ang the iInherent risk of the
b

n
ogram. The process in navagfaphs (n) through (i} cf this sec:ion
11 3 _ .

b Zrer i. (1} The auditor shall ident:fv the larger Federz
programe, which shall be labeled Type X programs. Typs b programs are d
as Federzl programs with Federzl awarde eypﬁnaﬁc during the sudit perio d
exceeding the larger of:

J

[Shight

(i) $300, 000 or three percent (.C2) of rotal Federal
awards esxpended in the case of an auditee for which total Federsl. awardes
expended equal or exceed 5300,000 but are less than or sgual to $100 million.

{ii) $2 million or three-tenths of one percent ( 00Z2) of
totsl Federal awards expended in the case of an auditee for which tot
Federal awards expendsd eyceed 5100 mllllom ‘but are less than or equal to 510
billion.

(dia) £30 million or 1% hunaredths of one pe*Cﬂnt (- 0015)
of total Federal awards expended in the case of an auditee for whlcn total
Federal awards expsnded exceed $10 bi 1lion.

{2) Federal programs not labeled Type A under ?arégraﬁh (b) (1)
of tn1= section shall ke 1abeled Typ= B programs

(3) The :anlus%. of 1arge ‘lozn and loan guarantees (loans) =,
should not result in the exclusion of “other Drograms as Type B Programs. When
& Federal program providing loans significantly affects The number or: o
Typs A programs; the auditor shall consider this Federal program as a. Type X
program and exclude its- Vquns 1n derermlnlng other Type 2 p?ogfams

(43 For biemnial .zudits permltfed under § 220 th=:
determination of Type 2 .ahd: Typ programs“shall be basnd upon the Federal
awards expended durﬂng the two TYe _pEYlOdrf

{c) Step 2. (1) “The au‘ltor shall ‘identify Type A pragrams ----- whlch ‘are
low-risk. For a Type A program to be considered low-risk, it shall have bean.
audited as a mejor program insat least cone of the two most. receht andit
periods (in the most recent audit, per “in~the case of.a bienmial audit),

“and; in the most recent audit perlqd 1t shall ‘have had-no- jaundit: flndlngs
under § .510{a}). Bowever, the- audator may use judgment and consider: that -
audit findings from questioned costs under §.°- ' .510(a) {(3) and 5iu- . 51048) (4},
fraud under §_ - .510({a) (6} ," .and audit ﬁoTlow up for the summary “schedule of
prior audit findings under:§ Lo .520£2) (7} dotnot. prechdeﬁt e Type A program
from being low-rigk: ~The audit: 11 con51der the ‘eriteridtin g mnB25dc),
§_ - .525(d){1), §_  .525%d){(2):, and. s ks
follow-up; whether any changes onnel- or systems affe
program have significantly dngr :;..ang apply prof
determining whether a Type A program is Tow- Tlsk ‘

t2) ”paragranh (c)!l) of thﬂs
‘approve a Federal awa*d1ng agenCY'S request EHEE 4 Type: P‘beg .
I&QlDlEnts may not be con51dered For. example, lt may’be necessary
for a large Type R Drogram, & - audis
recipients to allow-the Federal agnncy to commWy with the Government
‘ManagementfReform.Act of ?994 ' : ©3515). The Federal agency shall
”not;fy thn]fgpipiaﬁt”and ‘ hE-auditor at least 1B0./days prior to the




2n0 L otne Tiszal wzar o onpeE oawdin=zd of OM3 s aporoval.
v Step o ‘4 Tne auditory shall li=ntify Type B programs which arse
Sigh-risk using professional judgment and the zriteria in § .525. dowsver,

snouid the auditor selsct Oprion 2 under Step 4 iparagraph (e) (2) {1) (B) of
inis szction), che auditor is not reguired to identify more high-risk Type
srogzamns than the number of low-rigk Type A programs. Except Ior known

reportable conditions in internal control or compliance problems as discusssd

2

in § .525(b) (1), & ,525{b) (2}, and § .525¢c) (1), a single critceria In
§ .325 would seldom cause a Type B program to bes considered high-risk.
12} The audiror is not expectied to perform risk assessments on

relatively small Federal programs. Therefore, the auditor is only reguired to
pariorm risk assessments on Type B programs that exceed the larger of:

(i} $100, 000 or three-tenths of one percent (.003) of
total Federal awards =sxpended when the auditeze has less than or equal to 5100
million in total Federal awardsg expended.

) {ii) $300, 000 or three-hundredths of one percent {.0003}
of total Federal awards expended when the auditee has more than 3100 million
in total Federal awards expended.

(e) S5tep 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type A programs, except the auditor may exclude any
Type B programs identified as low-risk under Step 2 (paragraph (c) (1) of this
section) .

{(2) (1) High-risk Type B programs as identified under
either of the following two options:

{A} OQption 3. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph {d) of this section),
except this paragraph {e) (2) (i) () does not reguire the auditor to audit more
high-risk Type B programs than the nuwber of low-risk Type A programs
identified ag low-rigk undexr Step 2.

(BY Option 2. One high-risk Typz B program for
cach Type B program identified as low-risk under Step 2.

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

{3} Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section. This paragraph (e) (3) may reguirs the auditor to audit more programs
as 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 adgregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §__ _.530 for a low-risk auditee, the auditor
nzed only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

{(g)  Documentation of risk. The auditor shall document in the working
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nEn&re The rishk in delermining msjox p:bcramg,

i kudizorig wuoemen:f "Whnen the mejor j:og:am"deteem_natﬂsr WEES .
performed and doeumen ed in mccordance with ;his part, the auditor’s Juagmeﬁt
ir a;pTr;ng the risk-pased approach Lo Getermine meior programs shall be
presumsd 20rrect . Cha‘Lenge= by Federal agencics and pass-through entities
enall only be for clearly improper use of the guidance ih this parc. However,
Federa. agencies and pass-through entities way provide. auditcors guidance akout
the rlisk of _ i oLl Fedsral program and the zuditor snail consider this
guidance in determining mzjor programs imaudite not !EI :ompﬁehed,

‘1) Deviatiop from uge of risk criteris. For lrsn vear aua_ts,,Lhe

auditor may elect to) detérmine major programs as-.all Type L :prpgrams plus. any
Type B programs a& necessary to meet the percentage cf coverage rule. discussed
in paragraph [(£) Of:th_S,SECt;On. Under this option;- the auditor would not be
reguired to perform the procedures discussed in paragraphs {c), {(d), and (e)
of this section. S

(1) A flrst year audit is the first year zhe entlty is audired
under this part or the flrst year of ‘a change of - audﬁtovs . o

{2) ‘To ensure that a ‘fregquent change of auditcfefwould né;"'
preclude audit of high-risk Type B programs, this election for first-year
audits may not . be. used by an auditee more than once in every 1‘hv'ee YE&TS.

§ .525 Criteria . for Federal program risk.

{a) Generzl. The auditor's détermination should beubéeedfon;an R
overall evaluation of the. risk cof noncompliance occurring which could be
material to the Federal program.  The auditor shall use:aliditor .judgment and
consider criteria, such as described in paragraphs (b)), *fc), .and (d)..of this

section, to identify risk in Federal programs. \1so,. as part of the rﬁsY_;

‘analysis, the auditor may- wish to discuss a pa?tlcuTar Federal Program w1th

audltee'management and the Federal agency cr pass- through “ETTrATyL TS
(b} Currentjand ﬁriorfaudit'experieﬁce;' {1} ~ Weaknesses. in ipnternal

control over Federal.programs would indicate higher risk.  “Consideration.:
should be given to the control environment over Federal programs. and such; . .
factors as the expectation of management's adherence to applicable’laws.and
regulations and therprovws1ons of contracts and grant agreements: and the
competence and expe Tee of pe*soanel who adm nlster‘ 'e Federal programs

Sy A Federal program’ admlnlstered under3nmltlple
1n*ernal control striuctures may have higher risk. When ‘Apstssing risksdryea -
large single audit he auditer shail consider- whether weaknesses are isolated
in & 'single operatlng'unlt lelgs, one college campus) ! pervaszve thloughout
the entity. v - ST . . .

(i) When 51gn1f1cant parts ‘of & Federai programf
passed through to subreczplents, a weak system for monltorlng subrec1p1en:s
wou7d *ndlcate hlgh ‘rlsk o : s : :

he . extent Lo wrleh compA
Dgraﬂﬁﬁ ‘as‘well as the compleylty £
should be con51dered by the aud1+or in a556551ng'*1sk.
modlfled computer systems may a‘so indicate rlsk

ilTuPFmt_mmc




may e of higher visk tharn Federal proghuams refent.yv audlitss
wothout audl o i
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iy Oversigoht exercised by Federal assncies and pass—:hrgugh enti;-h.,
i} Oversight exercised Dy rPederal agencies or pass-through enticlies couid
-

tercl
indicate rizk. For example, recent monitoring or other revisws periormed by
an oversignt esntity which disclosed no significant probiems wouid indicats

lower risk. However, monitoring which disclosed significant problems would
indicate higher risk.

12 rederal agencies, witlhh the concurrence of OMB, may
identify Federal programs which are nigher risk. OMB plans co provide this
identification in the compliance supplement.

(d) Inherent risk of the Federal program. {1) The nature of a
Fzderal program may indicate risk. Consideration should bhe given to the
complexity of the program and the extent to which the Federal program
contracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibility criteria may be of
higher risk. Federal programe primarily involving staifif payroll costs may
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life c¢ycle 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 regulactions. Also, significant changes in Faderal programs, laws,
regulations, or the provisions of contracts or grant agreements may incrzase
risk.

: {3) The phase of a Federal program in its 1ife cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee participates in a PFederal program, the risk may be higher due to
start-up or cleossout of program activities and staff.

(4) Type B programs with larger Federal awards expendsd would
be of higher risk tchan programs with suDsLantlally smaller Federal awards
evpended.

& .5320 Criteria for a low-rigk auvditee. -

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

(a}) Single audits were performed on an annual basis in accordance with
the provisions of this part. 2 non-Federal entity that has biemnial audits
does not qualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit.

(1) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were ungualified. However, the
cognizant or oversight ag=zncy for audit may judge that an opinion
gqualification does not affect the management of Federal awards and provide a
waliver.

(c) There ware no deficisncies in internal control which were
identified as material weaknesses under the requirsments of GAGAS. However,
the cognizant or overgight agency for audit may judge that any identifisd
material weaknesses do not affect the management of Federal awards and provide
a waliver.
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MaLer iz, weaknesgges

TEgQUlBLIOnRE,
the Typs £

Ynown or likely guesticonsd coste that exceed five percent
e 2 program during the year.

3
2)
of the “otal Federal awards expendsd for a Typ

Zppendix & to Part _ - Data llecrion Form !(Form SF-SAC)
[insert SF-SAC after finalized]
pppendixz E to Part - Circular k-133 Compliance Supplement
Note: Provisional OME Circular E-123 Compliance Supplement is availiable

from the Office of Administraticon, Publications Office, room 2200, New
Executive Cffice Building, Washingtom, DC 205G3.
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ATTACHMENT “F”



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 _Boys & Girls Clubs of Long Beach anonprofit corporation
[corporation, partnership, dba], whose business address is: 3635 Long Beach Blvd., Long Beach,
CA, 90807 (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 muititude of health care and
related services; and

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

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 (*"HIPAA”) and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.
NOW,

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

Agreement, the parties agree as follows:

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

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

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

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

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

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

e. Business Associate's Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,

-or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

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

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

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

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

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

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

a.

d.

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

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

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

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

OBLIGATIONS OF COVERED ENTITY.

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

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

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual 1o 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 permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

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

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

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

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

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

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

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

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

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

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

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

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

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

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

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

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

11.

12.

13.

14.

MISCELLANEQUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

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

Regulations and Califorhia law. - K

COSTS. |f 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 Bivd., 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
oCccurs.
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15.  WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

16. CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.

17. ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approvat of
the city Manager or designee.

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

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

(Name of Business Associate)

a Boys & Girls Clubs of Long Beach
(corparation, partnership, individual)

Dec. 10 2009 By: ﬁ MQU_.__

(person iegal!y owed to bind organization)

Title: Executive D1rector .

Dec. 10 . 2009 By:(\g/Mé, M

\-(person.'feg!ally allowed to binf:l{ 6rganization)

Title: President

CITY OF LONG BEACH, a municipal corporation

- _ Asgistant City mManager
[£9 ’ 2017 By: Qﬂﬁ l EXECUTED PURSUANT

CTION 301 OF
%?{/}/Ia@er or de51gneeT0 Sgl N GHARTER.
4
The foreg Agreement is hereby approved as to form this /3 day of
3 ,20 10"

ROBERT E. SHANNON,
City Attorney pr designe

By:

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, inciuding suspension and/or
debarment. :

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

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

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

not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily exciuded 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 titied “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 exciuded
from procurement or non- procurement programs.

Nothing contained in the foregoing shail be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligibie or
voluntarity excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable o certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: Boys & Girls Clubs of Long Beach

Name and Tif of Authorized Representative: __Don Rodriguez, Executive Director

Z Dec. 10, 2009
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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 fulty comply with the requirements as set forth in said County Code. The
contractor must alsc certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federai 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: ___Boys & Girls Clubs of Long Beach

Name and TiHf¢ of Ayfhorged Representative: __Don Rodriguez, Executive Director

//l Dec. 10, 2009

Signaturé" -7 Date
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