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_SUBCONTRACT
- 35085
This SUBCONTRACT is ma’de"gr!d entered, in duplicate, as of September 6,
2018 for reference purposes only, pursuéht to é"minute order adopted by the City Council
of the City of Long Beach at its meeting held on November 10, 2015, by and between
INTERVAL HOUSE, a California nonprofit corporation, with offices located at 6615 E.
Pacific Coast Hwy, #170, Long Beach, California 90806 (hereafter “Organization”), and the
CITY OF LONG BEACH, a California municipal corporation (hereafter “City”).
WHEREAS, City has been granted an award by the United States
Department of Health and Human Services, Office of Family Assistance (*HHS”) for the
City’s Life Coaching and the Fundamentals of Fatherhood Project (“Program”); and
WHEREAS, in order to fulfill its obligations to HHS under the grant award,
City desires to engage Organization to meet the Program objectives of strengthening and
sustaining stable economic and healthy environments for children and their families; and
WHEREAS, Organization desires to perform such work in accordance with
the terms and conditions of this Subcontract;
NOW, THEREFORE, City and Organization agree as follows:
1. HHS GRANT AWARD. Notwithstanding any other provision of this

Subcontract, this contract is a Subcontract under the terms of the Notice of Award with

HHS. (The award is subject to the requirements as set forth in 45 CFR Part 87. The grant

is subject to the requirements as set forth in 45 CFR Part 75.). Each and all of the

provisions of the Notice of Award and any amendments thereto shall extend to and be

binding upon the parties to this Subcontract. All representations and warranties contained
in this Subcontract shall inure to the benefit of HHS.

2. SERVICES.

A. Organization shall provide services in accordance with HHS’

Notice of Award and Attachment “A” entitled “Scope of Work”; Attachment “B”

entitled “Budget”; Attachment “C” entitled “DHHS Administration for Children and
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Families, Office of Family Assistance, New Pathways for Fathers and Families”;
Attachment “D” entitled “45 CFR Part 75 - Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for HHS Awards”; and Attachment “E”
entitled “Health Information in Compliance with the Health Insurance Portability and
Accountability Act of 1996 (HIPAA) and the Health Information Technology for
Economic and Clinical Health Act (HITECH Act) Business Associate Agreement”;
all of which are attached hereto and incorporated by this reference. Organization
shall comply with HHS’ Notice of Award in performing its obligations under this
Subcontract unless the context clearly indicates otherwise. Organization shall
request clarification from City regarding whether or not specific portions of the Notice
of Award apply. A breach of the Notice of Award shall be a breach of this
Subcontract.
B. Organization shall be responsible for adherence to all policies,
procedures, rules and regulations contained in this Subcontract and Attachments A-
E, the Request for Proposal (“RFP”), if applicable, and Organization’s proposal in
response to the RFP, if applicable.
3. TERM OF SUBCONTRACT. The term of this Subcontract shall

commence on September 30, 2018 and shall expire on September 29, 2019, unless
otherwise extended by City at its sole discretion or terminated earlier pursuant to any of
the conditions for termination in the Notice of Award.

4. PAYMENT.

A. City shall compensate Organization a total maximum contract
sum not to exceed Twenty-Four Thousand Nine Hundred Ninety-Nine Dollars
($24,999) for the term of this Subcontract. Upon execution of this Subcontract, City
shall disburse funds payable hereunder in due course of payments following receipt
from Organization of billing statements in a form approved by City showing
expenditures and costs identified in Attachment “B”.

B. City shall pay to Organization the amounts specified in
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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 Health and Human Services, or his designee, make adjustments
within and among the categories of expenditures in Attachment “B”, provided,
however, that such adjustment(s) shall not cause the amount of the total budget
stated in Attachment “B” to be exceeded.

C. Organization shall prepare monthly invoices and submit them
to the City within thirty (30) days after the end of the month in which Organization
provided services. Organization shall attach cancelled checks and other
documentation supporting the charges to each invoice. Failure to submit an invoice
and its accompanying documentation within the 15-day period may result in late
payment from City. Submission of incorrect invoices or inadequate documentation
shall result in the suspension of payment from City. City reserves the right to refuse
payment of an invoice (a) received by it thirty (30) days after the end of the month
in which 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.

D. If City is unable to draw down funds from HHS for
reimbursement to Organization due to failure of Organization to submit required
fiscal and programmatic documents within thirty (30) days after the end of the
Operational Year, City cannot guarantee payment to Organization. City will not be
obligated to pay Organization for costs incurred unless HHS releases funds to City.
For this reason, failure of Organization to submit the final invoice and certified APR
within thirty (30) days after the end of the Operational Year may result in loss of
reimbursement of funds.

E. City shall have no obligation to pay Organization until and
unless City receives quarterly progress reports that summarizes Organization’s

performance under this Subcontract during the immediately preceding progress
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period, and that describes Organization’s progress in providing the services stated
in Attachment “A”.

F. City's obligation to pay Organization arises only after receipt of
funds from HHS under the Notice of Award.

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

H. Organization shall maintain all records relating to the
performance of this Subcontract in accordance with generally accepted accounting
principles and in the manner prescribed by City. Organization’s records shall be
current, complete and available for extraction from copy, examination, inspection
and audit during its normal business hours, during the term of this Subcontract and
for a period of three (3) years after termination as deemed necessary by the City
Auditor, any other representative of the City, and HHS or any duly authorized
representative of HHS. Organization shall provide access to all documents and
materials relating to City and to Organization’s operations, and Organization shall
provide any information that the City Auditor, other City representatives, HHS, and
HHS's representatives require in order to monitor and evaluate Organization’s
performance. Organization shall provide all reports, documents or information
requested by City or HHS within three (3) days after a written or oral request from a
City or HHS representative, unless a longer period of time is otherwise expressly
stated by said representative. Each month, Organization shall submit performance
reports certified by one of Organization’s officers or its Executive Director identifying
the services performed.

l. If examination of these financial and other records by City
and/or HHS reveals that Organization has not used these grant fund for the

purposes and on the conditions stated in this Subcontract, then Organization
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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, City will terminate all activities of Organization under this
Subcontract and pursue appropriate legal action to collect the funds. Alternatively,
to the extent City has been refusing payment of any invoices, City may continue to
withhold such funds equal to the amount of improperly used grant funds, regardless
of whether the funds being withheld by City were improperly used.

J. City reserves the right to review and request copies of all
documentation related, directly or indirectly, to the program funded by this
Subcontract, including by way of example but not limited to, case files, program files,
policies and procedures.

K. If Organization spends Seven Hundred Fifty Thousand Dollars
($750,000) or more in Federal grant funds in an Operational Year, then Organization
shall submit an audit report to City in accordance with OMB Super Circular 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 Seven Hundred Fifty Thousand Dollars
($750,000) in Federal grant funds in an Operational Year, submission of the audited
financial statement is required.

5. ORGANIZATION'S OBLIGATIONS.

A. Organization will maintain the confidentiality of records
pertaining to any individual or family that was provided services through the project.
B. Organization, its officers, and employees are not debarred or
suspended from doing business with the Federal Government.
C. Organization will provide information, such as data and reports,
as required by HHS.
6. ANTI-DISCRIMINATION.

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

B. Organization shall permit access by City or any other agency
of HHS, 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 Subcontract.

7. INDEPENDENT SUBCONTRACTOR.

A. In performing services hereunder, Organization is and shall act
as an independent subcontractor and not as an employee, representative, or agent
of 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 City. Organization shall not have any authority to bind City for any purpose.

B. Organization acknowledges and agrees that a) City will not
withhold taxes of any kind from Organization’s compensation, b) City will not secure
workers' compensation or pay unemployment insurance to, for or on Organization’s
behalf, and c¢) 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.
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8. NON-ASSIGNMENT. This Subcontract 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 City which the City may withhold in its discretion. 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.

9. THIRD PARTY BENEFICIARY.

A. City and Organization understand and agree that this
Subcontract is entered into for the benefit of HHS, and that HHS is hereby expressly
made a third party beneficiary of this Subcontract.

B. Notwithstanding any other provision of this Subcontract, HHS
does not intend for Organization to acquire any rights as a third party beneficiary of
Notice of Award.

10. INDEMNIFICATION.

A. Organization shall indemnify, protect and hold harmless City,
its Boards, Commissions, and their officials, employees and agents (“Indemnified
Parties”), from and against any and all liability, claims, demands, damage, loss,
obligations, causes of action, proceedings, awards, fines, judgments, penalties,
costs and expenses, arising or alleged to have arisen, in whole or in part, out of or
in connection with (1) Organization’s breach or failure to comply with any of its
obligations contained in this Agreement, or (2) negligent or willful acts, errors,
omissions or misrepresentations committed by Organization, its officers,
employees, agents, subcontractors, or anyone under Organization’s control, in the
performance of work or services under this Agreement (collectively “Claims” or
individually “Claim”).

B. In addition to Organization’s duty to indemnify, Organization
shall have a separate and wholly independent duty to defend Indemnified Parties at

Organization’'s expense by legal counsel approved by City, from and against all
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Claims, and shall continue this defense until the Claims are resolved, whether by
settlement, judgment or otherwise. No finding or judgment of negligence, fault,
breach, or the like on the part of Organization shall be required for the duty to defend
to arise. City shall notify Organization of any Claim, shall tender the defense of the
Claim to Organization, and shall assist Organization, as may be reasonably
requested, in the defense.

C. The provisions of this Section shall survive the expiration or
termination of this Subcontract.

11.  INSURANCE.

A. Without limiting Organization’s indemnification of HHS, and
during the term of this Subcontract, Organization shall provide and maintain at its
own expense the following programs of insurance 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. Such programs and evidence of
insurance shall be satisfactory to HHS and the City, and shall be primary to, and not
contributing with, any other insurance maintained by HHS.

i. Commercial general liability insurance (equivalent in
scope to 1ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less
than One Million Dollars ($1,000,000) per occurrence and Two Million Dollars
($2,000,000) general aggregate. Such coverage shall include but not be
limited to broad form contractual liability, cross-liability, independent
contractors liability, and products and completed operations liability. Such
insurance shall neither exclude claims of sexual abuse or misconduct nor
include a sublimit lesser than the per claim limit for claims of sexual abuse or
misconduct. The City, its Boards and Commission, and their officials,
employees and agents shall be named as additional insureds by

endorsement (on the City’'s endorsement form or on an endorsement

8

LTV:bg A18-02872
00927330.DOCX




OFFICE OF THE CITY ATTORNEY
CHARLES PARKIN, City Attorney
333 West Ocean Boulevard, 11th Floor

Lona Beach. CA 90802-4664

-

O W 00 N oo o b~ WD

equivalent in scope to 1ISO form 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 Commission, and their officials, employees and agents.

ii. Workers' Compensation insurance as required by the
California Labor Code.

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

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

V. 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.

If delivering services to minors, seniors, or persons with disabilities,
Organization’s Commercial General Liability insurance shall not exclude coverage
for abuse and molestation. If Organization is unable to provide abuse and
molestation coverage, it can request a waiver of this coverage from the City. The
City's Risk Manager will consider waiving the requirement if Organization can
demonstrate to the satisfaction of the City’s Risk Manager that Organization has no
exposure, that the 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 Health and
Human Services, 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 Commission, and their
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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 under this
Contract 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, 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 this insurance, furnish to the City certificates of insurance and
endorsements evidencing renewal of the 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 these insurance requirements
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 if, in his or her sole opinion, the
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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

12. HIPAA BUSINESS ASSOCIATE AGREEMENT. The Health

Insurance Portability and Accountability Act of 1996, as amended (“HIPAA”) is applicable
to the services under this Subcontract, and Organization shall execute and deliver City’s
standard Business Associate Agreement as required by HIPAA.

13. HHS REPORTS. City shall facilitate the submission of all reports

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

14. NOTICES. All notices given hereunder this Subcontract shall be in
writing and personally delivered or deposited in the U.S. Postal Services, certified mail,
return receipt requested, to ’City at 2525 Grand Avenue, Long Beach, California 90815 Attn:
Human Services Bureau Manager, and to Organization at the address first stated above.
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 for other notices.

15.  MISCELLANEOQOUS.

A. The City Manager or designee is authorized to administer this
Subcontract and all related matters, and any decision of the City Manager or
designee in connection herewith shall be final.

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

C. This document constitutes the entire understanding of the
parties and supersedes all other agreements, oral or written, with respect to the
subject matter herein. This Subcontract shall not be amended, nor any provision or
breach hereof waived, except in writing by the parties which expressly refers to this
Subcontract.

D. This Subcontract shall be governed by and construed pursuant
to the laws of the State of California.

E. This Subcontract including all exhibits shall not be amended,
nor any provision or breach hereof waived, unless in writing signed by the parties
which expressly refers to this Subcontract.

F. In the event of any conflict or ambiguity between this
Subcontract and an exhibit, the provisions of this Subcontract shall govern.

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

Subcontract.
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IN WITNESS WHEREOF, the parties hereto have caused this document to

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

INTERVAL HOUSE, a Cahfomla nonproflt

cor] oratlon /
Cipitmber 14 2018 By *554?‘5 %f{fi 74 ;&Z;'ngfk/a%f{;@fiw
- Name~ { vl Wi Hams

Title ”@Mft@%ﬁ‘sf ey

, 2018 By

Name
Tom Modica Title
Assistant City Manager “Organization”
EXECUTED PURSUANT

“TO SECTION 301 OF CITY OF LONG BEACH, a municipal
THE city CHARTER corporation

muﬁ , 2018 /7%%/

City Manager
(‘City”
This Subcontract is approved as to form on ] ‘7[ I/ , 2018.
CHARLES PAR /z?ttomey
By L M W
Deputy
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INTERVAL HOUSE

Crisis Shelters & Centers for Victims of Domestic Violence

INTERVAL HOUSE
RESOLUTION OF THE GOVERNING BOARD

WHEREAS:

Interval House, a non-profit corporation, is eligible and to apply for grants or
funding from federal, state, county, city or private entities during the 2018-2019
fiscal year;

RESOLVED THAT:

1. The Board of Directors of Interval House hereby authorizes Carol Anne Williams,
Executive Director, to apply for any grants or funding applications in accordance
with the program statute, regulations and all requirements.

2. If the grant or funding application is approved, the Board of Directors authorizes
Carol Anne Williams, Executive Director, to sign contracts and amendments with
the funding agency on behalf of Interval House’s Board of Directors.

3. If the grant or funding application is approved, the Board of Directors of
Interval House hereby authorizes the use of funds for eligible activities in the

manner presented in the application as approved and in accordance with the
program statute and the contracts.

PASSED AND ADOPTED at a regular Board of Directors meeting of Interval House
this eight (8™) day of May 2018 by the following vote:

AYES: 12 ABSTENTIONS: o

NOES: 0 ABSENT: 2

Kpnan M plode, 51818

Donna Melody, President of the(ﬁoard Date

Post Office Box 3356 “ Seal Beach, CA 90740 © Phone 562.594.9492 « Fax 562.596.3370 - Email admin@intervalhouse.org




ATTACHMENT A: SCOPE OF WORK

2018- 2019 Scope of Work Life Coaching Fundamentals of Fatherhood Project (LCFFP)
Interval House

Project Partner Contact Information
Interval House

6615 E. Pacific Coast Hwy, #170

Long Beach, CA 90803

Phone: 562.594.9492; Fax: 562.596.3370
LCFFP Project Goals

Goal 1 Build program capacity and commumty awareness by establlshlng a networked fatherhood response in
the City of Long Beach. '

Goal 2 Strengthen and sustain stable economic and healthy envaronments for children by developing and
enhancing fathers’ positive, mvolved nurturmg and authontatwe parenting : and co-parenting skills, as well as
the job and career readiness and employment of these fathers f '

Goal 3 Conduct performance measure/ contmuous quahty assurance practtces to assess and realign LCFFP
project processes. ' L

Interval House Staff Positions for LCFFP Project
e [PV Educator (DV Advocate)
e Director of Programs

2018-2019 Objectives:

Obj. 1: Develop IPV screening tool and Best Practice guide by December 31, 2018.

Activity 1: 3 to 5 question IPV screening tool that will be used by Life Coaches during
enrollment/Intake of the program and information will be uploaded onto nFORM.

Activity 2: Develop standardized referral systems (steps) to use the IPV screen tool, a guide for
staff to use according to the answers obtained from the IPV screening tool to link participants into
appropriate services.

Activity 3: Develop a resource directory for IPV service delivery agencies for staff to readily
access.

Activity 4: Develop best practice IPV documentation that includes follow-ups and monitoring for
LCFFP staff to upload on nFORM. (Qur data collecting system)

Obj. 2: Facilitate 2-hour training to LCFFP staff on how to use IPV screening tool by end of December
2018.

Activity 1: Interval House will work with LCFFP Program manager to schedule 2-hour training

Obj. 3: Conduct Follow Up Intimate Partner Violence (IPV) Training for LCFFP
Activity 1: Interval House will identify IPV training topics and develop training for LCFFP partners
by June 2019
Activity 2: Interval House will provide IPV training for LCFFP partners by August 2019

Page 1 of 2




Obj. 4:

Facilitate two-session Intimate Partner Violence (IPV) workshops for up to 10 LCFFP cohorts by

September 29, 2019.

Obj. 5:

Activity 1: Interval House will facilitate two-week IPV sessions for up to 10 LCFFP cohorts by
September 29, 2019.

Activity 2: Interval House will provide up to 20 IPV consultations for LCFFP staff and participants
tailored based on needs identified through referral protocol.

Attend Project/Program Meetings

Activity 1: Staff will participate in monthly project partner meetings.

Activity 2: Staff will participate in monthly Continuous Quality Improvement (CQl) meetings.
Activity 3: Staff will participate in all required program trainings.

Obj. 6: Monitoring and Reporting

0Obj 7:

Activity 1: Staff will collect data, as required by grantor and for CQl purposes.
Activity 2: Staff will provide quarterly reports on program activities for Project reports.

Billing/Invoicing

Activity 1: Interval House will invoice on a monthly basis as required by LBDHHS.
Activity 2: Iinterval House will provide support documentation for invoicing purposes.

Page 2 of 2.



Adadenmanty B

Interval House
Life Coaching and the Fundamentals of Fatherhood Project - Year 4
Subcontractor Budget

1. Agency Name: Interval House
2. Agency Address: 6615 E. Pacific Coast Hwy #170, Long Beach, CA 90803
3. Operational Period : 9/30/2019 to 9/29/2020

item , ' Budget

1.

1. Director of Programs | 0.025 2,875
2. DV Advocate _ 0.325 15,600
3.
4
5 Fringe Benefits @ 23.01% ‘ 4,251
TOTAL PERSONNEL COST : 22,726

TOTAL OPERATING COST -

TOTAL BUDGET | 24,999

2,273
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Life Coaching Fundamentals of Fatherhood Project — Year 4

Interval House Budget Narrative

Category Cost

Personnel Costs

Director of Programs $2,875
($115,000 yearly salary x .025 FTE)

Will oversee the planning and development of IPV curriculum

and protocol; facilitate training for project staff and partners on

IPV and related topics; supervise IPV educators; participate in

project leadership meetings and serve as LCFFP liaison.

DV Advocate $15,600
($48,000 yearly salary x .325 FTE)

DV Advocate will facilitate sessions for LCFFP cohorts and

provide IPV consultations to LCFFP staff and participants.

Benefits (23.01%) $4,251
(Total salaries of $18,475 x 23.01%)

Benefits include FICA, State Unemployment, Workers

Compensation, Medical Insurance, Retirement, and Life

Insurance

Total Personnel Costs " o $22,726

Indirect Costs

10% of Total Direct Costs $2,273
(Total direct costs of $22,276 x 10%) -

Indirect charges of 10% of salaries and benefits and operating

costs, if any.

Total: $24,999
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Department of Health & Human Services
Administration for Children and Families

Program Office: Office of Family Assistance

Funding Opportunity Title: New Pathways for Fathers and Families
Announcement Type: Initial

Funding Opportunity Number: = HHS-2015-ACF-OFA-FK-0993
Primary CFDA Number: 93.086

Due Date for Applications: 07/07/2015

Notices:

e Applicants are strongly encouraged to read the entire funding opportunity announcement
(FOA) carefully and observe the application formatting requirements listed in Section IV.2,
Content and Form of Application Submission, For more information on applying for grants,
please visit "How to Apply for a Grant" on the ACF Grants Page at
hitp://www.acf.hhs.gov/grants/howto.

The Department of Health and Human Services (HHS), Administration for Children and Families (ACF),
Office of Family Assistance (OFA) is announcing the solicitation of applications for the competitive
award of demonstration grants that support responsible fatherhood activities designed to improve
outcomes for fathers and families as authorized by the Claims Resolution Act of 2010 (Pub. L. 111-291).

Grants awarded under this FOA will fund New Pathways for Fathers and Families (New Pathways)
programs to strengthen positive father-child engagement, improve employment and economic mobility
opportunities, and improve healthy relationships (including couple and co-parenting) and marriage. In
addition to responsible fatherhood’s core services and skills (communication, character building,
interpersonal relationships, parenting, economic stability, and conflict resolution) applicants are
encouraged to partner with human service agencies and community organizations, These collaborations
will help organizations provide comprehensive services to address the social, emotional, and economic
stability needs of fathers and their target communities. Economic stability activities include employment,
job training, and job skills development. Social and emotional needs refer to services including, but not
limited to, partnerships with and referrals to mental health, substance abuse treatment, and
trauma-informed care systems.

ACF developed short- and long-term outcomes for all New Pathways. ACF expects that applicants will
demonstrate how their proposed program elements and activities directly align with the desired
programmatic outcomes contained in the FOA. (see Section 1. Program Description, Program Purpose
and Scope, Programmatic Qutcomes for more information.,)

These grants will provide 1 year of funding based on currently available funds. ACF intends to support
successful programs through annual, non-competitive continuation applications for a 5-year project period,
subject to the appropriation of additional funds not contained in the current authorizing legislation. (see
Section II. Federal Award Information, Non-Competitive Continuation for additional information.)

This is one of four Healthy Marriage and Responsible Fatherhood FOAs.

The Healthy Marriage FOAs are!
[ of 70



Healthy Marriage and Relationship Education Grants (HHS-2015-ACF-OFA-FM-0985); and National
Center for Healthy Marriage and Relationship Education (HHS-2015-ACF-OFA-FH-0990).

The Responsible Fatherhood FOAs are:

New Pathways for Fathers and Families (HHS-2015-ACF-OFA-FK-0993); and Responsible Fatherhood
Opportunities for Reentry and Mobility (ReFORM) (HHS-2015-ACF-OFA-FO-0992).

The principal distinction between this FOA and the FOA for ReFORM is that the ReFORM FOA targets
formerly incarcerated fathers.

Note: Section 403(a) of the authorizing legislation uses the term "Responsible Fatherhood Grants."
Therefore, throughout this FOA, ACF uses the terms "fatherhood" and "fathers." However, as described in
Section I. Program Description, Post-Award Requirements, Program Access, programs funded under this
FOA must offer services on an equal basis to eligible fathers and mothers.

Statutory Authority
The statutory authority for this program is the Claims Resolution Act of 2010 (Pub. L. 111-291).

Description

BACKGROUND

Studies have shown that involved fathers provide practical support in raising children and serve as models
for their development (The Effects of Father Involvement, Allen and Daly, 2007). Children with involved,
loving fathers are significantly more likely to do well in school, have healthy self-esteem, and exhibit
empathy and pro-social behavior compared to children who have uninvolved fathers.

In the United States today, however, one out of every three children — over 24 million in total — lives in a
home without their biological father present (U.S. Census Bureau, Admerica’s Families and Living
Arrangements, 2011). The presence and involvement of a child’s parents protects children from a number
of vulnerabilities. More engaged fathers—whether living with or apart from their children—can help
foster a child’s healthy physical, emotional, and social development (Handbook of Father Involvement:
Multidisciplinary Perspectives, Second Edition, Cabrera and Tamis-Lemonda, 2012). While evidence
shows that children benefit most from the involvement of resident fathers, research has also highlighted
the positive effect that nonresident fathers can have on their children’s lives (U.S. Department of Health
and Human Services, The Importance of Fathers in the Healthy Development of Children, 2006).

In view of the challenges and opportunities presented by these findings, ACF, through the New Pathways
program, will continue to fund responsible fatherhood efforts designed to strengthen positive father-child
engagement, improve social and economic outcomes for fathers and their families, improve healthy
relationships (including couple and co-parenting) and support family formation and strengthening through
healthy marriage education and activities, The New Pathways program also reflects the priorities
articulated in the President's My Brother’s Keeper (MBK) initiative, which focuses on identifying
methods for young people to reach their full potential, including by removing barriers to success

and economic mobility for men and boys of color (See https: //www. whitehouse. gov/ my- ;brothers-

keeper).

The Claims Resolution Act of 2010 (CRA) authorizes funding for three specific “Promoting Responsible
Fatherhood” activities: responsible parenting, economic stability, and healthy marriage. The following is
a list of the CRA activities. Each activity includes several elements, which may be combined to
accomplish the outcomes described in this FOA.
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Responsible Parenting - Activities to promote responsible parenting, such as:

« Counseling, mentoring, and mediation;

« Disseminating information about good parenting practices;
« Skills-based parenting education;

« Encouraging child support payments; and

e other methods.

Economie Stability - Activities to foster economic stability, such as:

» Helping fathers improve their economic status by providing activities such as work first services,
job search, job training, subsidized employment, job retention, job enhancement, and encouraging
education, including career-advancing education;

e Dissemination of employment materials;

« Coordination with existing employment services such as welfare-to-work programs, referrals to
local employment training initiatives; and

o other methods.

Healthy Marriage - Activities to promote marriage or sustain marriage through activities, such as:

¢ Counseling, mentoring, disseminating information about the benefits of marriage and two-parent
involvement for children;

e Enhancing relationship skills;

o Education regarding how to control aggressive behavior;

« Disseminating information on the causes of domestic violence and child abuse;

» Marriage preparation programs;

¢ Premarital counseling;

o Marital inventories;

o Skills-based marriage education;

« Financial planning seminars, including improving a family’s ability to effectively manage family
business affairs by means such as education, counseling, or mentoring on matters related to family
finances, including household management, budgeting, banking, and handling of financial
transactions and home maintenance;

¢ Divorce education and reduction programs, including mediation and counseling.

(See Section IV.2. Part II. The Project Description, Approach for additional information.)
PROGRAM PURPOSE AND SCOPE

In recent years, ACF has funded responsible fatherhood programs designed to help fathers establish or
strengthen relationships with their children, improve long-term economic stability, and overcome obstacles
and barriers that prohibit them from being the most effective and nurturing parents.

Well-designed programs funded under this FOA will identify strategies to determine an appropriate set of
activities for each patticipating father. Funds must be used to support and integrate all three authorized
activities (i.e., responsible parenting, economic stability, and healthy marriage and relationship education)
to fathers, particularly low-income adult fathers, and fathers between the ages of 16 and 24. Applicants are
not required to implement all of the elements listed under the three authorized activities, but must select
one or more elements under each activity. ACF seeks proposals that will expand efforts and incorporate
lessons emerging in related fields, including how adverse early experiences and trauma may influence the
lives and behaviors of program participants.

Programmatic Outcomes

ACF has identified key short- and long-term outcomes related to implementation of the New Pathways
programs and has posted a link to proposed standardized performance measures at www.famlecross-site
.info. Well-designed programs funded under this FOA will include approaches in their application
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narrative and logic model that align with desired programmatic outcomes identified in this FOA. The
emphasis on specific programmatic outcomes is intended to enhance evaluation of the New Pathways
program (both local and national) and strengthen program design (see Section I. Program Description,
Post-Award Performance Measure Data and Evaluation Requivements, Local Evaluation and Federal
Evaluation for additional information).

ACF’s desired short-term outcomes include:

» improved healthy relationship and marriage skills;

« improved parenting and co-parenting skills;

« increased frequency of father/child engagement;

« increased financial responsibility of fathers;

« progress toward greater economic stability, including increased skill attainment and employment;
and '

e reduced recidivism (as appropriate).

ACF’s long-term outcomes include:

o improved family functioning (couple relationships, parenting, and co-parenting);
e improved adult and child well-being;

« increased economic stability and mobility;

e reduced poverty; and

« reduced recidivism (as appropriate).

Enhanced performance data collection, and local and national evaluations complement the emphasis on
achieving short-and long-term programmatic outcomes. ACF has a learning agenda for the New Pathways
program that focuses on expanding the knowledge base to improve programming, ensuring continuous
quality improvement, and increasing positive outcomes for fathers, couples, families, and children.

(See Post-Award Requirements, Performance Measure Data and Evaluation, Local Evaluations

and Federal Evaluation later in this section for more information.)

The following examples are designed to assist applicants in developing short-term outcomes that will be
incorporated in their overall program design and logic model. These examples apply to healthy marriage
and/or responsible fatherhood, and are not intended as a preferred ot exhaustive list. Outcome measures
can be taken from the pre-post surveys, which may also found at www.famlecross-site.info, For example:

« “increased frequency of talking with a child about things s/he is interested in” would be an example
of a parenting short-term outcome (other parenting measures may be found in section A of the
pre-post survey);

« “increased proportion of participants who use a written budget to plan spending” would be an
example of an economic stability short-term outcome (other economic stability measures may be
found in section B of the pre-post survey); and

« “increase in the proportion of participants who are satisfied in the way they handle conflict with
their partnet/spouse” would be an example of a relationship/marriage short-term outcome (other
healthy marriage/relationship measures may be found in section C of the pre-post survey).

Responsible Parenting

There is significant research that shows the importance of father involvement in the life of a child (Allen
and Daly, 2007). A father’s ability to engage in healthy relationships and positive parenting is critical to
family stability. Everyday life situations can create obstacles to obtaining the necessaty relationships and
parenting skills and cause families to separate, leading to father absence. There is also mounting evidence
that shows that father involvement is associated with higher educational attainment and other positive
outcomes among older children and youth ( Outcomes of Father Involvement, Fatherhood Institute, 2005).
Fathers’ involvement during critical adolescent years is linked to children's decreased likelihood for drug
use, behavioral problems in school, and participation in risky behaviors,
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Responsible parenting activities include using skills-based fatherhood curriculum designed to help fathers
learn and apply skills that assist them in fulfilling their roles and responsibilities as fathers, reinforce
patrental practices that advance child well-being, and improve father-child relationships. ACF is also
interested in strategies such as counseling and mentoring to reinforce parenting skills and advance child
well-being. These strategies may be designed to address related issues and limitations that may affect
father-child and/or family relationships.

Employment, Economic Stability and Mobility

ACF has emphasized the importance of activities related to employment and economic stability in the
previous Pathways to Responsible Fatherhood grants. Economic pressures and instability contribute to
diminished financial support, and relationship (including father-child and couples) and marital
dysfunction, ACF continues to seek proposals with comprehensive employment and economic
mobility-focused services.

Further, ACF is interested in programs that include job-driven program components that: (1) build from a
solid understanding of local economic conditions and economic growth sectors; (2) include connections to
education and training opportunities aligned to these sectors; (3) incorporate partnerships with employers
in targeted sectors to increase the likelihood of placement and retention in work; and (4) use
evidence-based or research-informed programs and practices. New Pathiways programs are sttongly
encouraged to include other partners that can also provide resources or expertise.

Examples of strategies to include in the design of an employment component include, but are not limited
to:
o [dentifying in-demand occupations through the use of up-to-date, publicly available labor market
information;
e Aligning education and training approaches and partnerships to growth sectors identified through
labor market analysis;
o Partnering or networking with employers in growth industries, such as technology, health science,
construction, entrepreneurial opportunities, and other income-generating alternatives;
e Coordinating with local businesses, One-Stops, or employment training agencies;
¢ Partnering with adult education agencies, community colleges, and other education service
providers with the goal of participants receiving a GED, certificates, and/or other education and
career advancing opportunities;
« Partnering with institutions that offer opportunities for advanced vocational training and
certifications; and
» Collaborating with Workforce Investment Boards (WIB) and other employment agencies.

ACEF is also interested in project designs that incorporate opportunities for subsidized or unsubsidized
employment for fathers participating in the New Pathways programs. Where subsidized employment is
included as a part of the comprehensive employment services, program models will ensure that fathers
participate in responsible fatherhood classes, case management, follow-up, or program

supports throughout the duration of the participant's enrollment in the subsidized employment program.
Comprehensive subsidized employment includes clear descriptions of how the program will impart
marketable job skills that will assist the individual in obtaining permanent unsubsidized employment.
Grant funds may be used to provide employment subsidies for participants who are enrolled in the
responsible fatherhood program and who are receiving other appropriate services in the program. Wages
for eligible participants must be at or above the state or federal minimum wage

(See Section VIII Other Information, Additional Resources, Employment and Economic Stability
Resources for more information and a toolkit on strategies for improving family economic stability

and Building Financial Capability for more information and an interactive resource guide on integrating
financial capability into programs.)

Healthy Marriage and Relationship Education
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Relationship skills and healthy marriage education programs typically work with both members of a
couple when they are still in a relationship together. Research suggests that fatherhood programs that
incorporate healthy matriage and relationship education may ultimately increase fathers’ long-term
engagement with their children, the income available to the child, and child well-being (Policies that
Strengthen Fatherhood and Family Relationships, Knox, Cowan, A., Cowan, C., and Bildner, Manpower
Demonstration Research Corporation, 2010).

Healthy marriage and relationship education programs are designed to bolster the relationship quality

for couples by improving specific skills, such as handling conflict and engaging in supportive behaviors
toward one another. Changes in the couple relationship could improve children’s emotional security and
social-emotional development through (1) improved co-parenting (cooperative parenting); (2) less
mismanaged parental conflict; (3) increased willingness of a father to be engaged in family life; (4)
increased engagement by a father in parenting the child; or (5) improved quality of parenting by mother or
father (due to improvement in the overall climate of the home ot parents’ genetalization of their new
relationship skills to their relationships with the child) (Knox, Cowan, Cowan and Bildner, 2010). As a
result, improvements in the couple relationship may ultimately increase the quality or quantity of the
fathers’ engagement with his children, whether such improvememnts increase the amount of time they
actually live with their children, the amount of time they spend together if they do not live together, or the
quality of the father-child relationship whenever they are together (Knox, Cowan, Cowan and Bildner,
2010).

Healthy relationships with spouses, partners, and children can also have positive effects on employment,
and earnings. Likewise, employment, earnings, and economic stability can positively affect the health of
relationships with spouses, pattners, and children. ACF is particularly interested in programs that
incorpotate strategies to help fathers develop skills to strengthen and manage relationships with their
children and other important individuals in their lives (co-parent, employer, and family members).

Other Program Components
Overall Program Design

ACF secks clear, well-designed proposals that provide thorough descriptions of how the approach will be
implemented. Important factors to consider include:

« reasonable plans for project marketing and outreach;

« a participant recruitment plan;

« a description of the type of activities and services to be offered;

« staffing and training plans;

« partnerships with other organizations;

« programs that are approptiately tailored to the characteristics of the target population, including
formerly incarcerated fathers and their families;

o descriptions of curricula, intake and assessment process, frequency and/or intensity of setvices to be
provided, and service delivery format; and

« case management and program supportive services.

Partnerships and Program Collaboration

Partnerships are an important asset to consider in the design and implementation of a progtam. Strong
partnerships are critical to maximizing the effectiveness of a program through leveraging resources,
building community support, and increasing access to eligible target population(s). ACF is particularly
interested in programs that obtain or use other funding sources to enable the provision of comprehensive
support services when the cost of these services is not allowable under this funding,

It is important that the applicant's assessment of the community needs and target population align with
those of partnering organizations. Effective partnerships can contribute a wide array of knowledge and
activities to each program, and partner organizations should work together to ensure that they utilize each
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other's expertise and resources. ACF encourages applicants to consider partnerships with federal initiatives,
local agencies, and/or other community programs as part of the overall implementation plan and project
design. Examples of key strategic partners include, but are not limited to:

» One-Stop Centers, Workforce Investment Boards (WIB), and other Workforce Innovation and
Opportunity Act-funded employment training programs;

o State, local, and tribal Temporary Assistance for Needy Families (TANF) agcxlcles,

o State, local, and tribal child support agencies;

o Child welfare agencies and organizations;

e Domestic violence organizations;

e Legal aid and community action agencies;

 Criminal justice agencies (including youth detention centers, prisons, jails, pre-release centers,
courts, probation, parole);

e Local substance and mental health agencies; and

e Public health services.

Trauma-Informed Care

Current Responsible Fatherhood grantees have observed that a number of program participants have
experienced early trauma or adverse experiences that may affect their relationships as adults, their skills as
parents, and their success in the workforce. Examples of adverse childhood experiences include abuse,
neglect, and a range of other dysfunction within the home, such as witnessing domestic violence, or
growing up in a home where substance abuse occurs, ACF is interested in program designs that take into
consideration lessons emerging from related fields, including trauma, or indicators of trauma and how
these experiences may influence the lives and behaviors of program participants. Through the
incorporation of appropriate community-based trauma-informed supports, ACF hopes to increase
participant success in New Pathways programs and improve interpersonal (including parenting) skills,
social skills, employment, and economic mobility.

While grantee organizations cannot use funds awarded under this grant to provide behaviotal or mental
health care or treatment related to trauma or early adverse experiences, ACF is particularly interested in
applicants with a demonstrated ability to coordinate and integrate case planning and service delivery with
appropriate providers within the community.

Program Supportive Services and Case Management

ACEF is particularly interested in funding projects that include case management strategies that either
provide or link to a broad array of community-centered supportive services. These components may
range from regular participant contact to facilitate program retention, completion, and access to needed -
support services, to more intensive services related to employment and economic stability. Adolescent
and young adult fathers and expectant fathers with multiple concerns may particularly benefit from case
management, Therefore, programs providing targeted services to at-risk young fathers and expectant
fathers are expected to provide case management and support services.

At-risk young fathers with multiple and current concerns who find it difficult to access needed support
services may particularly benefit from case management (School-based Case Management, Smith,
National Dropout Prevention Center, 1995). Therefore, programs providing targeted services to at-risk
young fathers are expected to provide case management and support services. In contrast, programs that
provide services to young fathers within the broader youth population in a traditional high school setting
may determine that the provision of supportive setvices and case management is unnecessary—given the
duration of sessions and the limited interaction or access to the students.

Some support services that address needs of program participants cannot be funded by this grant. ACF
expects that program designs will likely include strategies to provide and manage support services through
other funding, or partner with organizations that can provide the services. For example, since providing
trauma-informed behavioral health care, mental health treatment (as stated previously), child support
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payments, and substance abuse treatment are not allowable uses of funds, grantees are encouraged to
partner with public and community-based organizations to provide participants with access to these
services,

Housing

Stable housing is a key factor associated with increased parent-child contact, family stability, and the
successful transition of formerly incarcerated fathers into the community. Stable housing may also be
needed by fathers without incarceration histories, including young fathers. Applicants whose target
populations may include homeless, "doubled-up" (e.g., combined households with at least on additional
adult person who is not enrolled in school or not a spouse or pattner) and reentering fathers (or young
fathers, including those are at-risk fathers) are strongly encouraged to engage multiple partners within the
community to address this objective and demonstrate the ability to connect participants to transitional,
temporary, or permanent housing. Partnerships are particularly essential for the ptovision of housing as
grant funds may not be used to subsidize housing, or provide housing vouchets or rental assistance under
this grant.

Child Support

Many fathers served by responsible fatherhood programs are in the child support system or have child
support obligations. There are potential benefits in establishing strong, positive collaborations between
fatherhood programs and local child support agencies, These collaborations can ensure that fathers
undetstand their rights and responsibilities in the child support program. Collaboration may also involve
reviewing child support ordets to ensure that they are realistic, suspending enforcement remedies while
fathers successfully participate in the program, and reducing state-owed child support arrears for fathers
who have reached program milestones. Moreover, effective economic stability activities in fathethood
programs can enhance a father’s ability to pay support. These collaborations can strengthen the
father/child relationship and, ultimately, increase the economic well-being of children. As stated
previously, providing funding for child support payments is not an allowable use of grant funds.

PARTICIPANT ELIGIBILITY AND TARGET POPULATIONS

Eligible participants are biological fathers, expectant fathets, adoptive fathers, stepfathers, or a person
who is acknowledged as a father figure (e.g., grandfather or foster father) for a dependent child or young
adult child up to 24 years of age. '

While participant eligibility is not limited to the following populations, ACF has a particular interest in
programs that target:

« Fathers and young fathers receiving TANF assistance, as well as those who have previously
received, or who are eligible to receive TANF assistance;

o Active-duty military and veteran fathers; and

« Low-income, at-risk fathers and young fathers, including high school dropouts; young fathers
involved with the juvenile justice systems; fathers who are in, or aging out of, foster care;
non-custodial and custodial single fathers; and refugee and other immigrant fathers.

Special Interest in Serving At-Risk Young Fathers:

Over the past 3 years, ACF program data for Responsible Fatherhood and Fatherhood Ex-Prisoner Reentry
grantees indicate that of the 75,000 fathers enrolled in programs, approximately 11,830 young fathers
between the ages of 18 and 24 participated in relationship, parenting, co-parenting, job readiness services,
and skill development. These numbers and additional analyses suggest that there remains a need for
targeting responsible fatherhood services to fathers as young as 16 and up to 24 years of age and who face
one ot more of the following risk factors: are neither in school nor working, have a history with the
criminal justice system, or have mental or health conditions (The Economic Value of Opportunity Youth,
Belfield, Levin and Rosen, Civic Enterprises, 2012).
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Youth approaching adulthood face complex life decisions with long-lasting consequences. In particular,
the choices they make regarding education, employment, and family formation can affect their likelihood
of becoming productive, well-functioning, and self-sufficient adults (Labor Market Qutcomes and
Transition to Adulthood, Danziger and Ratner, Future of Children, 2010). The path to self-sufficiency is
especially difficult for male youth who become teenage fathers and are at high risk of dropping out of
school, engaging in delinquent or criminal behavior, and abusing drugs or alcohol, all of which may limit
their prospects for labor market success (Kids Having Kids, Hoffman and Maynard, Urban Institute 2008;
Leave No Youth Behind, Epstein and Greenberg, Center for Law and Social Policy, 2003).

To respond to these issues, ACF has an interest in funding organizations that are adept at serving at-risk
young fathers. The goal is to help young fathers successfully transition to adulthood by strengthening
their relationship skills and their employability. Relevant relationship activities include relationship
education and skills, healthy marriage education, and parenting education. Employment and economic
mobility strategies include job readiness, employment training, career pathways, subsidized and
unsubsidized employment, and other work and career advancement activities appropriate for or targeted to
young fathers, ACF encourages applicants to provide these services through strong partnership and
collaboration efforts. However, applicants with demonstrated experience may provide these setvices
themselves.

POST-AWARD REQUIREMENTS
Program Access

In providing services to eligible persons, grantees may not discriminate on the basis of the potential
participant's race, gender, age, disability, or religion. Grantees cannot, on the basis of race, gender, age,
disability, or religion, discriminate in determining eligibility, benefits, or services provided, or applicable
rules. The projects and activities assisted under these awards must be available to mothers and expectant
mothers who are able to benefit from the activities on the same basis as fathers and expectant fathers.

Further, recruitment activities and materials promoting the availability of ACF-funded Responsible
Fatherhood services must be carried out in a manner that is consistent with these non-discrimination
requirements. Any materials designed to be individually distributed, posted, or expressed in order to
promote the availability of ACF-funded Responsible Fatherhood services, such as fliers, pamphlets,
advertisements, public service announcements (PSAs) and similar items, must include the following
eligibility statement: "These services are available to all eligible persons, regardless of race, gender, age,
disability, or religion."

Domestic Violence and Child Maltreatment

Addressing domestic violence, intimate partner violence, dating violence, and child maltreatment are
important components of New Pathways programs, The 2010 National Survey of Intimate Partner and
Sexual Violence Survey found that more than one in three women (35.6 percent) and more than one in
four men 28.5 percent) in the United States have experienced rape, physical violence, and/or stalking by
an intimate partner in their lifetime. Given these high rates, it is likely that New Pathways grantees will
serve one ot more individuals who are experiencing or have experienced domestic violence.

Working collaboratively with domestic violence experts, New Pathways programs can ensure that: (1) all
program patrticipants are provided accurate information about domestic violence/dating violence,
including where to go for needed support or services; (2) all program participants are provided appropriate
and safe opportunities to disclose if they are or have been victims of domestic violence or dating violence;
and (3) program staff and volunteers receive adequate training to respond effectively by

offering apptropriate referrals to domestic violence services when appropriate. Examples

of comprehensive approaches to address domestic violence may include, but are not limited to:

» Comprehensive training to staff on how domestic violence impacts their program participants and
what to do if domestic violence is disclosed by either the perpetrator or the victim, either after initial
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screening or later in the program;

» Memorandum of Understanding with a local domestic violence agency that describes the role(s) and
responsibilities of each entity (including training, protocol development, and reporting), and
identifies the resources that each will be responsible for bringing to the program;

« Safety planning to prepare for and respond to possible disclosed incident of domestic violence or
dating violence and crisis intervention, and referrals to other community-based domestic vidlence
services;

« Comprehensive domestic violence screening and assessment as a first step in providing services and
interventions. Those grantees that lack the organizational expertise to respond to matters of domestic
violence are expected to make refetrals to appropriate community agencies;

o Consistent and effective development and implementation of domestic violence protocols and
collaboration with service providers;

o Cross-agency referrals; a screening tool to be used during the intake process that focuses on the
safety and support of domestic violence victims; curriculum modules that focus on healthy
relationships and identifying domestic violence; and

o Regular staff training on domestic violence; development of training on the reporting of child abuse;
or integration of a domestic violence staff provider on site.

Grantees are required to consult with experts in domestic violence or relevant community domestic
violence coalitions in developing the progtams and activities. Grantees are also expected to consult with
expert or relevant organizations on the prevention, detection, and appropriate response to child
maltreatment, and should be familiar with their state's reporting requirements for child abuse and neglect.

Geographic Location

Grantees must directly, or through their affiliates or project partners, have a physical presence in a
community, city, or county where setvices are provided. For purposes of this FOA, ACF defines physical
presence as a demonstrated ability to provide direct monitoring and oversight of the setvice provision;
staff and facilitator training; and programmatic, legal, and regulatory compliance in the geographic area or
areas an applicant proposes to serve.

Voluntary Participation

Grantees are requited to ensure that participation in the program is voluntary and that they will inform
potential participants that their involvement is voluntary.

Entrance Conference, Biennial Peer Meeting, and Roundtables

Grantees are expected to attend the entrance conference and biennial peer meetings in Washington, DC.
The entrance conference will be held approximately 90 days from the date of grant award. The Authorized
Organizational Reptesentative (AOR), Project Director, fiscal staff, the program’s local evaluator
(described under Performance Measure Data and Evaluation, Local Evaluation later in this section), and
person responsible for inputting data must attend this conference.

Biennial training and technical assistance meetings will occur in the 2nd and 4th years of the project
period, The Project Director and up to two additional key staff (e.g., facilitators, case managers, local
evaluator) must attend the biennial meetings.

During the 3rd and 5th years, OFA expects to host regional roundtables to provide peer-focused technical
assistance and training. The Project Director and up to two additional key staff must attend the regional
round tables,

Planning Period

Grantees will be given up to 9 months for intensive and comprehensive planning. Planning activities
include, but are not limited to:

« Finalizing Memoranda of Understanding (MOUs), interagency and/or third-party agreements;
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o Undertaking procurement activities;

¢ Hiring and training staff;

¢ Obtaining security clearances for program staff to work with correctional facilities (where
applicable);

» Training staff and setting up operations for collection of performance measure data; and

« Refining local evaluation plans and obtaining Institutional Review Board (IRB) approval (to be
conducted in coordination with a local evaluator).

POST-AWARD PERFORMANCE MEASURE DATA AND EVALUATION REQUIREMENTS

ACF is engaged in a learning agenda to increase understanding of what works and why in the New
Pathways programs. The learning agenda activities will also provide valuable information to grantees on
performance and outcomes that will facilitate continuous quality improvement. Activities include
performance measure collection/reporting and local evaluation. They also include federal evaluation,
which will involve a subset of (not all) grantees.

Performance Measure Data

Grantees are required to collect, store, and report data on standardized performance measures in four areas:
(a) Program applicant characteristics (i.e., clients that apply to your program)
(b) Program operations
(c) Em‘ollment and participation (service delivery)

(d) Participant outcome measures (i.e., attitudes, beliefs, and actions), both at beginning of the
program (pre-test) and at program exit (post-test).

To view measures, please visit www.famlecross-site.info. Standardized measures and reporting across
grantees will enable ACF to track programming outputs and outcomes across programs to inform current
and future program design, operation, and oversight. Cross-site analyses will further describe
programming and outcomes across the grant program.

Grantees will need to obtain and maintain data in the Management Information System (MIS) developed
by ACF to comply with the requirement of performance measure data collection: the “Information, Family
Outcome, Reporting, and Management system,” or, simply, “nFORM.” nFORM will be capable of
managing data for all performance measures required for this grant program and is available free of charge
to grantees. Grantees will be required to ask participants to complete pre- and post-tests via an
audio-computer assisted self-interview (ACASI), an enabled online survey on a computer or a specified
tablet that will link to the nNFORM system (a paper and pencil version of pre- and post-tests will be
available in the rare case of technology failure, e.g., absence of sufficient connectivity or power
outage).Through its contractors, ACF will provide technical assistance to grantees on using nFORM.
nFORM will facilitate analysis for internal review of progress and for required federal repotting. Further
information on nFORM may be found at www.famlecross-site.info.

Note: Consistent with the Paperwork Reduction Act of 1995, 44 U.S.C. §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor — and a person is not required to respond to - a collection of information
covered by such Act, unless it displays a currently valid OMB control number. OFA is seeking approval of
its performance measures and nFORM Management Information System through the OMB Office of
Information and Regulatory Affairs (OIRA). OFA will not request this information if these performance
measures and the nFORM Management Information System are not approved at the time that reports are
due.

Local Evaluations

As another component of the learning agenda, grantees are expected to conduct
grantee-specific evaluations, called “local evaluations,” to answer one or more grantee-specific research
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question. The purpose of these evaluations is to learn from programs in order to improve future

programming. ACF is interested in supporting good quality, well-designed evaluations from which

programs will learn and expand the evidence base, as well as help ACF learn more about what does and

does not work. |

Grantees are expected to conduct either a descriptive or impact local evaluation as follows.

o Grantees funded from $350,000 to $699,999 per year are expected to conduct a deseriptive local
evaluation. ,

o Grantees funded from $700,000 to $999,999 per year are expected to conduct either a descriptive
or impact local evaluation;

« Grantees funded from $1,000,000 to $2,000,000 per year are expected to conduct an impact local
evaluation,

The proposed reseatch questions must relate to their specific programming approach that will expand the
evidence base. The following are examples of priority topic areas for research investigation:

o Recruitment and Program Participation - whether certain kinds of recruitmerit activities are linked
to better participation (more engagement in the program’s services);

o Programming - whether certain program components ot program structures, variations in the
intensity and duration of programming, or modifications to increase cultural competency are linked
to better outcomes for participants;

o Program Supports - whether offering transportation, child care during classes or sessions, or
employment-related clothing or tools (in addition to core services), are linked to better outcomes for
participants; and

e Overall program outcomes.

For the topic areas listed hete, descriptive studies would not have a control/compatison group; impact
studies would have a control/comparison group. For example, a program offering three types of services
could look for associations between participants’ use of those services and outcomes: this would be a
descriptive study. On the other hand, the program could randomly assign patticipants to be eligible to use
one, two, or all three services, and then analyze whether the groups had different outcomes: this would be
an impact study.

Local evaluations must be designed to help inform future programming and expand the evidence base.
Analyses of data must cleatly support final reported results, and descriptions of the results must cleatly
communicate the implications of the study to others in the field.

Local evaluations must be conducted by an independent evaluator (local evaluator), Local evaluators may
be universities, research organizations, evaluation consultants, or other institutions with experience in
conducting rigorous evaluations, An impact evaluation must have a comparison group who does not
receive the services of interest; and, all impact evaluations must include a component to document the
program being evaluated (sometimes called an “implementation study” or a “process study™). Applicants
proposing control or comparison group research designs are strongly encouraged to consider the standards
of the Strengthening FamiliesEvidenceReview, specifically the studyratingcriteria for high and moderate
ratings. '

As noted earlier, the first 9 months of the grant can be used as a planning period, including the refinement
of a research plan, Grantees and their local evaluators are required to work with ACF to refine, improve,
develop, or select assessments; pilot (if possible); and make necessaty changes to the evaluation
design/methods, A final evaluation design and budget will be drafted and submitted. ACF approval will be
required prior to implementation of a proposed evaluation plan. A federal contractor may review the
evaluation funding for each of the evaluation activities and recommend an adjustment to the proposed
level of funding. Where necessary, ACF may adjust the level of local evaluation funding post award. In
the event that a local evaluation is not approved, budget and staff that would have supported the local
evaluation will instead be directed toward rigorous performance measure data collection, storage, and

12 of 70



monitoring and reporting.

At the end of evaluations, grantees will be required to submit: (a) final reports; and (b) de-identified
datasets according to standards that ACF will distribute.

During the planning period or afterwards, grantees will be required to obtain a Federal-wide Assurance
(for more information, see http:// www.hhs.gov/ohrp ;/assurances /assurances /filasurt .html) and submit
_their research projects to an Institutional Review Board (IRB). Given this grant program's requirement for
collecting and reporting data on performance measures and for conducting a local evaluation, it is highly
likely that most grantees will either need IRB approval for collecting performance measures and
evaluation data or a waiver from an IRB stating that such approval is not needed. Often local programs
utilize their local evaluators’, partner universities’, or evaluation organizations’ IRBs to provide oversight.
IRBs provide guidance regarding participant privacy and rights, General information about the HHS
Protection of Human Subjects regulations can be obtained at http://www.hhs.gov/ohrp/. Applicants also
may contact Office for Human Research Protections (OHRP) by e-mail at ohrp@csophs.dhhs.gov or by
phone at (240-453-6900).

After local evaluation research plans have been approved, grantees are expected to implement robust
evaluations lasting throughout the 5-year grant period, including data collection instrument development
(and possibly pre-testing), data collection, analysis, drafting of reports, and multiple dissemination efforts
to inform many audiences.

Resources and Consultation

In implementing performance measure data and local evaluation plans, grantees are strongly encouraged to
attend webinars (or review archived webinars stored on www.famlecross-site.info) that will be offered
during the grant period, and to consult and coordinate with the proposed local evaluator, partner agencies,
and community partners.

Technical assistance on aspects of performance measure data and evaluation will be provided to grantees
by ACF contractors.

Federal Evaluation

In addition to local evaluations, the federal government is sponsoring federally led evaluations. The
federal evaluations will be conducted by independent contractors with experience mounting small and
large-scale demonstrations and/or descriptive and impact evaluations. As a condition of acceptance of an
award under this FOA, all grantees that are asked are required to participate fully in ACF-sponsored
evaluations and adhere to all evaluation protocols established by ACF to be carried out by its designee
contractors, In the event that a grantee is selected for the federally led evaluation, the federal government
may incorporate the local evaluation into the federally led evaluation, or may waive the local evaluation
requirement. In all cases, grantees will still be required to collect performance measures,

The federal evaluations may provide additional funds to grantees to support programming and study
participation — for example, to support enhancements to services — as well as technical assistance. Funds
may be provided per a separate MOU between the grantee organization and the federal contractor.

(Please see Section IV.2. The Project Description for the application requirements related to this FOA.)
ADDITIONAL RESOURCES

ACF expects to host a webinar series on information contained in this FOA. See Section VIII, Other
Information, for more information on the proposed webinars.

Applicants may review additional resources listed in Section VIIL Other Information, Reference Websites,
Additional Resources.
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Funding Instrument Type: Grant

Estimated Total Funding: $47,846,875

Expected Number of Awards: 49

Award Ceiling: $2,000,000 Per Budget Period
Award Floor: $350,000 Per Budget Period
Average Projected Award Amount;  $976,466 Per Budget Period
Anticipated Projeét Start Date: 09/30/2015

Length of Project Periods:
60-month project with five 12-month budget periods

Additional Information on Awards:
Awards made under this announcement are subject to the availability of federal funds,

Applications requesting an award amount that exceeds the Award Ceiling per budget period or per project
period, as stated in this section, will be disqualified from competitive review and from funding under this
announcement. This disqualification applies only to the Award Ceiling listed for the first 12-month budget
period for projects with multiple budget periods. If the project and budget period are the same, the
disqualification applies to theAward Ceiling listed for the project period. Please see Section II1.3. Other,
Application Disqualification Factors.

Note: For those programs that require matching or cost sharing, grantees will be held accountable for
projected commitments of non-federal resources in their application budgets and budget justifications by
budget period or by project period for fully funded awards, even if the projected commitment exceeds the
required amount of match or cost share. A grantee's failure to provide the required matching amount
may result in the disallowance of federal funds. See Section II1.2. of this announcement for information
on cost-sharing or matching requirements.

Non-competitive Continuation

Non-competitive continuation grants will be offered for each of years 2 through 5 of the project period.
Funding levels for years 2 through 5 will not exceed the amount awarded in year 1 of the project.
Continuation funding will be subject to the availability of funds, satisfactory progress, and a determination
that continued funding is in the best interest of the federal government.

Local Evaluation Costs

« Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per year for a descriptive local evaluation, but no more than 10 percent of the total
budget.

« Applicants requesting funding levels between $700,000 and $999,999 are expected to allocate at
least $100,000 per year for a descriptive or impact local evaluation, but no more than 15 percent of
the total budget for either evaluation.

o Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to ptopose an
impact evaluation and allocate at least 10, but no more than 15 percent of their total annual funding
for local evaluation per year, or at least 15, but no more than 20 percent per yeat, if proposing a
randomized-controlled trial (RCT) impact evaluation.

Award Floor Disqualification
Applications with funding requests that fall below the Award Floor on the amount of the individual
awards will be deemed non-responsive and will not be considered for competitive review or funding under
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this announcement (see also Section I11.3. Other, Application Disqualification Factors).

Please see Section IV.5 Funding Restrictions for limitations on the use of federal funds awarded under this
announcement.

IIL.1, Eligible Applicants

Eligible applicants under this FOA are states, territories, Native American tribes and tribal organizations
(including state, territorial, and tribal post-secondary educational institutions), and public and nonprofit
community entities (including religious organizations and public and private nonprofit post-secondary
educational institutions).

Post-Secondary Educational Institutions

For purposes of eligibility under this FOA, “public post-secondary educational institutions,” applying as
states, territories or tribes are defined as 2-year community colleges or 4-year colleges or universities that
are: (1) established by a state, territorial, or tribal government authority; (2) primarily receives funding
from state appropriations (and/or local tax revenue in the case of community colleges); and (3) is legally
authorized within a state to provide a program of education beyond secondary education.

Public or Nonprofit Community Entity

Also under this FOA, an applicant applying as a “nonprofit community entity” is defined as a public or
private nonprofit organization that is representative of a community or a significant segment of a
community and is engaged in meeting human, educational, child-welfare, family well-being, personal
growth and improvement, social welfare, or economic growth and mobility needs for the disadvantaged. A
public or private post-secondary educational institution may be eligible to the extent that it can
demonstrate that it is a "nonprofit community entity," and applies as such an entity. A public or private
nonprofit organization, including a post-secondary educational institution, may demonstrate that it is
“representative of a community (or a significant segment)” by involving members of the community (e.g.,
elected public officials, private sector representatives, and low-income residents) in assessing and
addressing local needs.

Further, a post-secondary educational institution that is applying as a “nonprofit community entity” on the
basis that it is meeting educational needs for the disadvantaged must be accredited by a nationally
recognized accrediting agency or association. Alternatively, it must have been granted pre-accreditation
status by such an agency or association (full accreditation must be attained by end of the planning period
described in Section I. Program Description, Post-Award Requirements, Planning Period),

Note: For-profit entities are not eligible to receive funds under this FOA (including, but not limited to,
for-profit businesses, corporations, agencies or organizations, or for-profit institutions of higher education,
trade, or technical schools).

(See Section IV.2 Project Description, Legal Status of Applicant Entity, Additional Eligibility
Documentation for more information and the specific application requirements.)

Applications from individuals (including sole proprietorships) and foreign entities are not eligible and will
be disqualified from competitive review and from funding under this announcement. See Section II1.3.
Other, Application Disqualification Factors.
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Faith-based and community organizations that meet the eligibility requirements are eligible to receive
awards under this funding opportunity announcement. Faith-based organizations are encouraged to review
the ACF Policy on Grants to Faith-Based Organizations at: http:
/iwww.acf.hhs.gov/acf-policy-on-grants-to-faith-based-organizations.

See "Legal Status of Applicant Entity" in Section IV.2 for documentation required to support eligibility.

1112, Cost Sharing or Matching

Cost Sharing / Matching Requirement: No

IIL3. Other

DUNS Number and System for Award Management Eligibility Requirements (SAM.gov)
All applicants must have a DUNS Number (http:// fedgov. dnb.com /webform) and an active registration
with the Central Contractor Registry (CCR) on the System for Award Management (SAM.gov,

WWW.Sam.gov).

Obtaining a DUNS Number may take 1 to 2 days.

All applicants are required to maintain an active SAM registration until the application process is
complete. If a grant is awarded, registration at SAM.gov must be active throughout the life of the award.

Plan ahead. Allow up to 10 business days after you submit your registration for it to become active
in SAM and an additional 24 hours before that registration information is available in other
government systems, i.e. Grants.gov.

This action should allow you time to resolve any issues that may arise. Failure to comply with these
requirements may result in your inability to submit your application through Grants.gov or prevent the
award of a grant. Applicants should maintain documentation (with dates) of your efforts to register for, or
renew a registration, at SAM., User Guides are available under the “Help” tab at hitps://www.sam.gov.

HHS requires all entities that plan to apply for, and ultimately receive, federal grant funds from any HHS
Agency, or receive subawards directly from recipients of those grant funds to:

o Be registered in the SAM prior to submitting an application or plan;

» Maintain an active SAM registration with current information at all times during which it has an
active award ot an application or plan under considetation by an OPDIV; and

e Provide its active DUNS number in each application or plan it submits to the OPDIV,

ACF is prohibited from making an award until an applicant has complied with these requirements. At the
time an award is ready to be made, if the intended recipient has not complied with these requirements,
ACF:

« May determine that the applicant is not qualified to receive an award; and
« May use that determination as a basis for making an award to another applicant.

Application Disqualification Factors

Applications from individuals (including sole proprietorships) and foreign entities are not eligible and will
be disqualified from competitive review and from funding under this announcement.

Award Ceiling Disqualification
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Applications that request an award amount that exceeds the Award Ceiling per budget period or per project
period as stated in Section II. Award Information, will be disqualified from competitive review and from
funding under this announcement. This disqualification applies only to the Award Ceiling listed for first
12-month budget period for projects with multiple budget periods. If the project and budget period are the
same, the disqualification applies to the Award Ceiling listed for the project period.

Required Electronic Application Submission

ACF requires electronic submission of applications at www.Grants.gov. Paper applications received
from applicants that have not been approved for an exemption from required electronic submission
will be disqualified from competitive review and from funding under this announcement.

Applicants that do not have an Internet connection or sufficient computing capacity to upload large
documents to the Internet may contact ACF for an exemption that will allow the applicant to submit
applications in paper format. Information and the requirements for requesting an exemption from required
electronic application submission are found in "Request an Exemption from Electronic Application
Submission” in Section IV.2. Content and Form of Application Submission.

Application Deadlines

The deadline for electronic application submission is 11:59 p.m., ET, on the due date listed in the
Overview and in Section IV.3. Submission Dates and Times. Electronic applications submitted to
www.Grants.gov after 11:59 p.m., ET, on the due date, as indicated by a dated and time-stamped email
from www.Grants.gov, will be disqualified from competitive review and from funding under this
announcement. That is, applications submitted to www.Grants.gov, on or after 12:00 a.m., ET, on the day
after the due date will be disqualified from competitive review and from funding under this announcement.

Applications submitted to www.Grants.gov at any time during the open application period, and prior to the
due date and time, which fail the www.Grants.gov validation check, will not be received at, or
acknowledged by, ACF.

Each time an application is submitted via www.Grants.gov, the submission will generate a new date and
time-stamp email notification, Only those applications with on-time date and time stamps that result in a
validated application, which is transmitted to ACF, will be acknowledged.

The deadline for receipt of paper applications is 4:30 p.m., ET, on the due date listed in the Overview
and in Section IV.3. Submission Dates and Times. Paper applications received after 4:30 p.m., ET, on the
due date will be disqualified from competitive review and from funding under this announcement. Paper
applications received from applicants that have not received approval of an exemption from
required electronic submission will be disqualified from competitive review and from funding under
this announcement.

Limit on the Number of Application Submissions

An applicant organization may submit only one application in response to this announcement. ACF will
accept only the last, on-time application submitted for'the competitive review.

Award Floor Disqualification

Applications with funding requests that fall below the Award Floor on the amount of the individual
awards, as stated in Section II. Federal Award Information, will be deemed non-responsive and will not be
considered for competitive review or funding under this announcement.
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Notification of Application Disqualification

Applications that are disqualified under these criteria are considered to be “non-responsive” and are
excluded from the competitive review process. Applicants will be notified of a disqualification
determination by email or by USPS postal mail within 30 federal business days from the closing date of
this funding opportunity announcement.

IV.1. Address to Request Application Package

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK~0993
1401 Merchatile Lane

Suite 401

Largo, MD 20774

Phone: (888) 242-0684

Email: OFATech@teviewops.otg

Electronic Application Submission:
The electronic application submission package is available in the FOA's listing at www.Grants.gov.

Applications in Paper Format:

For applicants that have received an exemption to submit applications in paper format, Standard Forms,
assurances, and certifications are available in the Application Package available in the FOA's Grants,gov
synopsis at www.Grants.gov. They are also available at http:// www.grants.gov/web/ grants/forms/sf-424-
family.html, See Section IV.2.Request an Exemption from Required Electronic Application Submission if
applicants do not have an Internet connection or sufficient computing capacity to upload large documents
(files) to www.Grants.gov. '

Standard Forms that are compliant with Section 508 of the Rehabilitation Act (29 U.S.C. § 794d):
Available at the Grants.gov Forms Repository website at http:// www.grants.gov/web/
grants/forms/sf-424- family.html.

Federal Relay Service:

Hearing-impaired and speech-impaired callers may contact the Federal Relay Service for assistance at
1-800-877-8339 (TTY - Text Telephone or ASCII - American Standard Code For Information
Interchange).

Section IV.2. Content and Form of Application Submission

FORMATTING ACF APPLICATIONS

In FY 2013 ACF implemented a new application upload requirement. Each applicant applying
electronically via www.grants.gov is required to upload only two electronic files, excluding
Standard Forms and OMB-approved forms. No more than two files will be accepted for the review,
and additional files will be removed. Standard Forms and OMB-approved forms will not be
considered additional files.

FOR ALL APPLICATIONS:
Authorized Organizational Representative (AOR)
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AOR is the designated representative of the applicant/recipient organization with authority to act on the
organization’s behalf in matters related to the award and administration of grants. In signing a grant
application, this individual agrees that the organization will assume the obligations imposed by applicable
Federal statutes and regulations and other terms and conditions of the award, including any assurances, if a
grant is awarded.

AOR authorization is part of the registration process at www.Grants.gov. where the AOR will create a
short profile and obtain a username and password from the Grants.gov Credential Provider., AORs will
only be authorized for the DUNS number registered in the System for Awards Management (SAM).

Point of Contact

In addition to the AOR, a point of contact on matters involving the application must also be identified.
The point of contact, known as the Project Director or Principal Investigator, should not be identical to the
person identified as the AOR. The point of contact must be available to answer any questions pertaining
to the application.

Application Checklist

Applicants may refer to Section VIII. Other Information for a checklist of application requirements that
may be used in developing and organizing application materials,

Details concerning acknowledgment of received applications are available in Section IV.3. Submission
Dates and Times of this announcement,

Accepted Font Style

Applications must be in Times New Roman (TNR), 12-point font, except for footnotes, which may be
TNR 10-point font,

Page Limitations

Applicants must observe the page limitation(s) listed under "PAGE LIMITATIONS AND
CONTENT FOR ALL SUBMISSION FORMATS:". Page limitation(s) do not include SFs and
OMB-approved forms. S '

All applications must be double-spaced. An application that exceeds the cited page limitation for
double-spaced pages in the Project Description file or the Appendices file will have the last extra pages
removed and the removed pages will not be reviewed.

Application Elements Exempted from Double-Spacing Requirements

The following elements of the application submission are exempt from the double-spacing requirements
and may be single-spaced: the table of contents, the one-page Project Summary/Abstract, required
Assurances and Certifications, required SFs, required OMB-approved forms, resumes, logic models, proof
of legal status/non-profit status, third-party agreements, letters of support, footnotes, tables, the line-item
budget and/or the budget justification.

Adherence to FOA Formatting, Font, and Page Limitation Requirements

Applications that fail to adhere to ACF’s FOA formaﬁing, font, and page limitation requirements will be
adjusted by the removal of page(s) from the application. Pages will be removed before the objective
review. The removed page(s) will not be made available to reviewers.

In instances where formatting and font requirements are not adhered to, ACF uses a formula to determine
the actual number of pages to be removed. The formula counts the number of characters an applicant uses
when following the instructions and using 12-point TNR and compares the resulting number with that of
the submitted application. For example, an applicant using TNR, 11-point font, with 1-inch margins all
around, and single-spacing, would have an additional 26 lines, or 1500 characters, which is equal to 4/5 of
an additional page. Extra pages resulting from this formula will be removed and will not be reviewed.
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Applications that have more than one scanned page of a document on a single page will have the page(s)
removed from the review.

For applicants that submit paper applications, double-sided pages will be counted as two pages. When the
maximum allowed number of pages is reached, excess pages will be removed and will not be made
available to reviewers.

NOTE: Applicants failing to adhere to ACF’s FOA formatting, font, and page limitation requirements
will receive a letter from ACF notifying them that their application was amended. The letter will be sent
after awards have been issued and will specify the reason(s) for removal of page(s).

Copies Required

Applicants must submit one complete copy of the application package electronically. Applicants
submitting electronic applications need not provide additional copies of their application package.

Applicants submitting applications in paper format must submit one original and two copies of the
complete application, including all Standard Forms and OMB-approved forms. The original copy must
have original signatures.

Signatures

Applicants submitting electronic applications must follow the registration and application submission
instructions provided at www.Grants.gov.

The original of a paper format application must include original signatures of the authorized
representatives.

Accepted Application Format

With the exception of the required Standard Forms (SFs) and OMB-approved forms, all application
materials must be formatted so that they are 8 %" x 11" white paper with 1-inch margins all around.

If possible, applicants ate encouraged to include page numbers for each page within the application.

ACF generally does not encourage submission of scanned documents as they tend to have reduced clarity
and readability. If documents must be scanned, the font size on any scanned documents must be large
enough so that it is readable, Documents must be scanned page-for-page, meaning that applicants may not
scan more than one page of a document onto a single page.

PAGE LIMITATIONS AND CONTENT FOR ALL SUBMISSION FORMATS:

In accordance with the two-file requirement for this FOA, applications must be submitted in two files and
must not exceed a combined total of 100 pages.

The first file must be titled Project Description and must include the following items:

s Table of Contents

¢ One-page Project Summary/Abstract

» Project Description

« Objective and Need for Assistance

» Outcomes Expected

» Approach

« Project Timetable and Milestones

» Legal Status of the Applicant Entity

e Logic Model

o Organizational Capacity

« Plan for Oversight of Federal Award of Funds

« Geographic Location

o Line-item budget and budget justification, including line-items and justification for performance
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measure data and local evaluation
The second file must be titled Appendices and must include the following items:

¢ Program Performance Evaluation Plan

o Funded Activities Plan

« Project Sustainability Plan

s Written certifications and assurances statements for Use of Funds, Data and Local Evaluation,
Federal Evaluation, Non-Supplanting, and Voluntary Participation

o Third-Party Agreements and/or MOUs

* Resumes (of key staff, including curriculum vitae for local evaluator, and organizational charts)

o Signed Letter of Agreement with a local evaluator

¢ Indirect Cost Rate Letter (if applicable)

» Job Descriptions (if key staff not yet hired)

ELECTRONIC APPLICATION SUBMISSION INSTRUCTIONS

Applicants are required to submit their applications electronically unless they have requested and received
an exemption that will allow submission in paper format. See Section IV.2. Application Submission
Options for information about requesting an exemption.

Electronic applications will only be accepted via www.Grants.gov. ACF will not accept applications
submitted via email or via facsimile.

Each applicant is required to upload ONLY two electronic files, excluding SFs and OMB-approved
forms,

File One: Must contain the entire Project Description, and the Budget and Budget Justification (including
a line-item budget and a budget narrative),

File Two: Must contain all documents required in the Appendices.
Adherence to the Two-File Requirement

No more than two files will be accepted for the review. Applications with additional files will be
amended and files will be removed from the review. SFs and OMB-approved forms will not be
considered additional files. Please do not attach additional documents to the SF-424 at Question 14
and/or after Question 15, Instead of providing a separate response to Question 14, all applicants are
required to submit the SF for Project/Performance Site Location(s) (SF-P/PSL). In the SF-P/PSL,
applicants may cite their primary location and up to 29 additional performance sites. Documents
submitted as attachments to the SF-424 will be removed from the application and will not be
reviewed,

Application Upload Requirements

ACEF strongly recommends that electronic applications be uploaded as Portable Document Files (PDFs).
One file must contain the entire Project Description and Budget Justification; the other file must contain
all documents required in the Appendices. Details on the content of each of the two files, as well as page
limitations, are listed later in this section.

To adhere to the two-file requirement, applicants may need to convert and/or merge documents together
using a PDF converter software. Many recent versions of Microsoft Office include the ability to save
documents to the PDF format without need of additional software. Applicants using the Adobe
Professional software suite will be able to merge these documents together. ACF recommends merging
documents electronically rather than scanning multiple documents into one document manually, as
scanned documents may have reduced clarity and readability.

However, ACF undetstands that all applicants may not have access to this software. Grants.gov offers a
listing of several free PDF conversion programs. These programs can be found on Grants.gov by clicking
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on "Support" at the top menu bar and selecting “Technical Support" . Under the "Technical Support"
section select “Recommended Software.” A link to "PDF Conversion Software" is available in the
left-hand menu box. Free PDF software, available on this page, will allow users to convert and merge their
PDF documents. As an example, ACF is providing written instructions for downloading and using one
type of free software listed at Grants.gov at https: // www.acf.hhs.gov / grants /howto #chapter-7 under
"How to Apply for a Grant/Submit an Application." [ACF does not endorse any of the software listed on
Grants.gov, and applicants are not required to use a specific type of PDF conversion softwatre to submit an
application.]

For any systems issues experienced with Grants.gov or with SAM.gov, please refer to ACF’s “Policy for
Applicants Experiencing Federal Systems Issues” document for complete guidance at https: //
www.acf.hhs.gov / sites / default / files / assets / systems _issue policy final.pdf under "How to Apply
for a Grant/Submit an Application.”

Required Standard Forms (SFs) and OMB-approved Forms

Standard Forms (SFs) and OMB-approved forms, such as the SF-424 application and budget forms and
the SF-P/PSL (Project/Performance Site Location), are uploaded separately at Grants.gov. These forms
are submitted separately from the Project Description and Appendices files. See Section IV.2. Required
Forms, Assurances, and Certifications for the listing of required Standard Forms, OMB-approved forms,
and required assurances and certifications.

Naming Application Submission Files

Carefully observe the file naming conventions required by www.Grants.gov, Limit file names to 50
characters (characters and spaces). Special characters that are allowed under Grants.gov’s naming
conventions, and are accommodated by ACF’s systems, are listed in the instructions available in the
Download Application Package at Grants.gov. Please also see http: //www.grants.gov. / web / grants /
support / technical - support / troubleshooting / restricting -special -characters.html

Use only file formats supported by ACF It is critical that applicants submit applications using only the
supported file formats listed here. While ACF supports all of the following file formats, we strongly
recommend that the two application submission files (Project Description and Appendices) are
uploaded as PDF documents in order to comply with the two file upload limitation. Documents in file
formats that are not suppotted by ACF will be removed from the application and will not be used in the
competitive review. This may make the application incomplete and ACF will not make any awards based
on an incomplete application.

ACF supports the following file formats:

¢ Adobe PDF — Portable Document Format (.pdf)

« Microsoft Word (.doc or .docx)

¢ Microsoft Excel (.xls or xlsx)

» Microsoft PowerPoint (.ppt)

e Corel WordPerfect (,wpd)

« Image Formats (JPG, .GIF, .TIFF, or BMP only)

Do Not Encrypt or Password-Protect the Electronic Application Files

If ACF cannot access submitted electronic files because they are encrypted or password protected, the
affected file will be removed from the application and will not be reviewed. This removal may make the
application incomplete and ACF will not make awards based on an incomplete application.

FORMATTING FOR PAPER APPLICATION SUBMISSIONS:

The following requirements are only applicable to applications submitted in paper format. Applicants must
receive an exemption from ACF in order for a paper format application to be accepted for review.See
Section IV.2. Request an Exemption from Required Electronic Application Submission later in this section
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under Application Submission Options for more information,
Format Requirements for Paper Applications

All copies of mailed or hand-delivered paper applications must be submitted in a single package. If an
applicant is submitting multiple applications under a single FOA, or multiple applications under separate
FOAs, each application submission must be packaged separately. The package(s) must be cleatly labeled
for the specific FOA it addresses by FOA title and by Funding Opportunity Number (FON).

Because each application will be duplicated, do not use or include separate covers, binders, clips, tabs,
plastic inserts, maps, brochures, or any other items that cannot be processed easily on a photocopy
machine with an automatic feed. Do not bind, clip, staple, or fasten in any way separate sections of the
application, Applicants are advised that the copies of the application submitted, not the original, will be
reproduced by the federal government for review, All application materials must be one-sided for
duplication purposes.

Addresses for Submission of Paper Applications

See Section 1V.6. Other Submission Requirements for addresses for paper format application submissions.

Required Forms, Assurances, and Certifications

Applicants seeking grant or cooperative agreement awards under this announcement must submit
the listed Standard Forms (SFs), assurances, and certifications with the application, All required
Standard Forms, assurances, and certifications are available in the Apphcatlon Package posted for this
funding opportunity at www.grants.gov.

Other versions of required Standard Forms, assurances,and certifications are available at Grants.gov http:
// www.grants.gov / web / grants / forms / sf-424~ family.html,

Forms / Assurances / Submission Requirement || Notes / Description
Certifications i o

SF-Project/Performance Site || Submission is required for Required for all applications. In the
Location(s) (SF-P/PSL) all applicants by the SF-P/PSL, applicants may cite their
application due date. primary location and up to 29
additional performance sites. As a
Standard Form (SF), this form is not
included in the application's page

limitation.
Certification Regarding Submission required of all Submission of the certification is
Lobbying applicants with the required for all applicants.
(Grants.gov Lobbying Form) || application package. If it is
not submitted with the
application package, it must
be submitted prior to
the award of a grant.
|
SF-424 - Application for Submission is required for Required for all applications,
Federal Assistance all applicants by the

application due date.
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SF-424A Budget
Information -
Non-Construction
Programs / SF-424B
Assurances -
Non-Construction Programs

and

SF-424C - Budget
Information Construction
Programs / SF-424D -
Assurances Construction
Programs

DUNS Number (Universal
Identifier) and Systems for
Award Management (SAM)
registration.

SF-424A - Budget
Information - Non-~
Construction Programs
and

SF-424B - Assurances -
Non- Construction Programs

Submission is required for
all applicants when applying
for non-construction and
construction activities under
the proposed project.
Standard Forms must be
used. Standard Forms must
be submitted by the
application due date.

AI DUNS number is required
of all applicants.
To obtain a DUNS number,

goto
http://fedgov.dnb.com/ webfo

m.

Active registration at the

Systems Award o

Management (SAM)
website must be maintained
throughout the application
and project award period,

SAM registration is
available at
http://www.sam.gov.

Submission is required for
all applicants when applying
for a non-construction
project. Standard Forms
must be used, Forms must be
submitted by the application
due date.

Required for all applications when
applying for non-construction and/or
construction activities under the
proposed project. Please see special
instructions in the Checklist in Section
VIII. Other Information in this
announcement,

« Projects that include
non-construction and
construction activities must
submit the SF-424A, B, C, and
D, along with the SF-424 and
SF-P/PSL.

By signing and submitting the SF-424B
and/or SF-424D, applicants are making
the appropriate certification of their
compliance with all Federal statutes
relating to nondiscrimination,

A DUNS number and SAM
registration are eligibility requirements
for all applicants.

See Section II1.3. Other for information
on obtaining DUNS number at

http://fedgov.dnb.com/ webform
and registration at SAM.gov at http
//WWwW.sam.gov, '

Required for all applications when
applying for a non-construction project.
By signing and submitting the
SF-424B, applicants are making the
approptiate certification of their
compliance with all federal statutes
relating to nondiscrimination.
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Protection of Human
Subjects Assurance
Identification / IRB
Certification / Declaration of
Exemption (Common Rule)

SF-LLL - Disclosure of
Lobbying Activities

Submission of the required
information and forms is due
with the application package
by the due date listed in the
Overview and Section IV.3.
Submission Dates and
Times. If the information is
not available at the time of
application, it must be
submitted prior to the award
of a grant,

If submission of this form is
applicable, it is due at the
time of application. If it is
not available at the time of
application, it may also be
submitted prior to the award
of a grant.

Form is available at http:// www.hhs
.gov/ ohrp/ assurances/ forms/index
hitml.

General information about the HHS
Protection of Human Subjects
regulations can be obtained at http
//www. hhs.pov/ ohrp/ . Applicants
may also contact OHRP by email (chtp
(@csophs .dhhs.gov) or by phone
(240-453-6900).

If any 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
Congtess, or an employee of a member
of Congress in connection with this
commitment providing for the United
States to insure or guarantee a loan, the
applicant shall complete and submit the
SF-LLL, "Disclosure Form to Report
Lobbying," in accordance with its
instructions.

The following documentation must be submitted by the application due date.

Use of Funds

Funds awarded under this FOA must be used only for costs associated with the three authorized

Responsible Fatherhood activities listed in Section I. Program Description, Background. Funds may also

be used to support administrative costs associated with the listed authorized activities.

Applicants must include a written statement that specifically includes:

e A commitment not to use funds for any purposes other than the activities specified in the
authorizing legislation and this FOA;

¢ A commitment not to use funds for any unallowable activity. Applicants must consider in their use
of funds if a cost is allowable, reasonable, allocable, and necessary;

¢ A commitment not to use funds for unauthorized activities, including, but not limited to, an
Abstinence Education program; '

¢ A commitment not to include fee-for-service for any activities offered under this program; and

¢ A commitment not to use grant funds to subsidize housing, provide housing vouchers or rental

assistance,

Data and Local Evaluation

Applicants must include a written statement that specifically includes:

¢ A commitment to document, store, and report on performance using the full set of uniform
measures to be provided by ACF; and
o A commitment to conduct a local evaluation.
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Federal Evaluation
Applicants must include a clear, written statement that specifically includes:

« A commitment to accept, and fully participate in all aspects of, the federal evaluation if selected,
and adhere to all evaluation protocols established by ACF and conducted by its designee contractors;
o A confirmation of the applicant’s understanding that:

o the federal government may incorporate the local evaluation into the federally led evaluation;
» the federal government may waive the local evaluation requirement; or
« the local evaluation may continue in parallel to the federal evaluations; and

o A commitment to ensure that partnering organizations comply with the federal evaluation award
condition,

Note: Applicants may include a written statement indicating that they have a particular interest in
participating in, or being selected for, the federal evaluation (a local evaluation plan is still required of
these applicants), and may briefly mention specific program enhancements that they would be interested
in adding to their program to be included the federal evaluation,

Voluntary Participation

Applicants must include a written statement that they will ensure that participation in programs is
voluntary and that describes how they will inform potential participants that their involvement is voluntary.

Non-Supplanting

Applicants who are cutrent recipients of federal, state, or local financial assistance are required to submit a
written assurance or certification that they will not supplant other federal, state, or local funds that
otherwise have been made available and that describes how they will ensure that any award of federal
funds under this program will not supplant other federal, state, or local funding.

Non-Federal Reviewers .

Since ACF will be using non-federal reviewers in the review process, applicants have the option of
omitting from the application copies (not the original) specific salary rates ot amounts for individuals
specified in the application budget as well as Social Security Numbers, if otherwise required for
individuals. The copies may include summary salary information.If applicants are submitting their
application electronically, ACF will omit the same specific salary rate information from copies made for
use during the review and selection process.

The Project Deseription : . .o bt o
Part I: The Project Description Overview

Purpose

The project description provides the majority of information by which an application is evaluated and
ranked in competition with other applications for available assistance. It should address the activity for
which federal funds are being requested, and should be consistent with the goals and objectives of the
program as described in Section I Program Description. Supporting documents should be included where
they can present information clearly and succinctly, When appropriate, applicants should cite the
evaluation criteria that are relevant to specific components of their project description. Awarding offices
use this and other information in making their funding recommendations. It is important, therefore, that
this information be included in the application in a manner that is clear and complete.
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General Expectations and Instructions

Applicants should develop project descriptions that focus on outcomes and convey strategies for achieving
intended performance. Project descriptions are evaluated on the basis of substance and measurable
outcomes, not length. Extensive exhibits are not required. Cross-referencing should be used rather than
repetition. Supporting information concerning activities that will not be directly funded by the grant or
information that does not directly pertain to an integral part of the grant-funded activity should be placed
in an appendix.

Part II: General Instructions for Preparing a Full Project Description

Introduction

Applicants must prepare the project description statement in accordance with the following instructions
while being aware of the specified evaluation criteria in Section V.1, Criteria. The text options give a
broad overview of what the project description should include while the evaluation criteria identify the
measutes that will be used to evaluate applications.

Table of Contents

List the contents of the application including corresponding page numbers. The table of contents must be
single spaced and will be counted against the total page limitations.

Project Summary/Abstract

Provide a summary of the application’s project description. The summary must be clear, accurate, concise,
and without reference to other parts of the application. The abstract must include a brief description of the
proposed grant project including the needs to be addressed, the proposed services, and the population
group(s) to be served.

Please place the following at the top of the abstract:

o Project Title

o Applicant Name

e Address

¢ Contact Phone Numbers (Voice, Fax)
o E-Mail Address

» Web Site Address, if applicable

The project abstract must be single-spaced, in Times New Roman 12-point font, and limited to one page in
length. Additional pages will be removed and will not be reviewed.

Objectives And Need For Assistance

Clearly identify the physical, economic, social, financial, institutional, and/or other problem(s) requiring a
solution. The need for assistance including the nature and scope of the problem must be demonstrated,

and the principal and subordinate objectives of the project must be clearly and concisely stated; supporting
documentatijon, such as letters of support and testimonials from concerned interests other than the
applicant, may be included. Any relevant data based on planning studies should be included or referred to
in the endnotes/footnotes. Incorporate demographic data and participant/beneficiary information, as well
as data describing the needs of the target population and the proposed service area as needed. When
appropriate, a literature review should be used to support the objectives and needs described in this section.

Outcomes Expected
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Identify the outcomes to be detived from the project. Outcomes should relate to the overall goals of the
project as described in Section I. Program Description. If research is part of the proposed work, outcomes
must include hypothesized results and implications of the proposed research.

Additionally, applicants must include program designs whose proposed strategies and approaches clearly
align with the desired programmatic short- and long-term outcomes identified in this FOA (see Section L
Program Purpose and Scope, Programmatic Outcomes). Program designs must also link to the
performance measures related to those outcomes. Applicants must develop outcomes based upon the
program design and components they propose and include a description in their narrative. The applicant
must also specify expected short- and long-term outcomes in their logic model.

Approach

Outline a plan of action that describes the scope and detail of how the ptoposed project will be
accomplished. Applicants must account for all functions or activities identified in the application.
Describe any design or technological innovations, reductions in cost or time, or extraordinary social and/or
community involvement in the project. Provide a list of organizations, cooperating entities, consultants, or
other key individuals that will work on the project, along with a short description of the nature of their
effort or contribution.

Cite potential obstacles and challenges to accomplishing project goals and explain strategies that will be
used to address these challenges.

Applicants must design an approach and implementation strategy for the full S-year project period,
assuming continued appropriation of funding.

Applicants must describe an approach that concurrently implements elements from among all three
Promoting Responsible Fatherhood authorized activities: responsible parenting, economic stability and
mobility, and healthy marriage. Integrated approaches must be designed to help strengthen, establish or
reestablish—if necessary—relationships between a father and his children, or a father and his
spouse/partner and their children soon after the father is accepted into the program. Applicants'
descriptions must include, but are not limited to, discussions of the following activities and how they will
be integrated into service provision:

« Responsible parenting activities designed to promote parenting skills and enhance father-child
relationships;

« Economic stability activities and comprehensive employment services that lead to improved
employability skills and stable employment;

o Healthy marriage and relationship activities designed to promote and sustain martiage and enhance
couple, father-child, and/or family relationships; and

« Pre- and post-release case management and supportive services (as applicable).

Applicants must describe how the program will work with a participant to determine the appropriate set of
activities for each individual father and their family.

Responsible Parenting

Applicants must identify a skills-based, evidence-based, or evidence-informed curriculum designed to
help fathers learn and apply skills that assist them in fulfilling their roles and responsibilities as fathets,
reinforce parental practices that advance child well-being, and improve fathet-child

relationships. Applicants must describe which of the following components will be incorporated into
proposed skills-based parenting education and father-child relationship enhancement activities:

» Understanding child development and child behaviors;
» Teaching children to problem solve;
« Positive communication with children and other family members;
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o Co-parenting;

e Setting limits and using non-violent discipline techniques;

o Child-directed play skills;

e The importance of being an involved father;

« Rebuilding and/or developing trust; and

¢ Reducing family conflict and enhancing family relationships.

Applicants must describe strategies to reinforce parenting skills and advance child well-being, and enhance
father-child and/or family relationships. Strategies must include counseling and/or mentoring (to

address factors including the effects of toxic stress, eatly adverse child experiences, and trauma; impact of
father absence; and implications of risky behaviors) and relationship skill building, including interpersonal
communication skills, coping and self-management skills, and building support networks.

Economic Stability and Mobility: Comprehensive Employment Services

Applicants must describe an approach to economic stability and employment that: (1) builds from a solid
understanding of local economic conditions and economic growth sectors; (2) includes connections to
education and training opportunities aligned to these sectors; (3) incorporates partnerships with employers
in targeted sectors to increase the likelihood of placement and retention in work; and (4) uses
evidence-based practices and approaches.

All applicants must include comprehensive employment services designed to lead fathers to employment.
In developing a comprehensive employment approach, applicants must include elements that are designed
to enhance the employability skills and/or career advancement of participating fathers. Applicants'
descriptions must incorporate two or more of the following activities (applicants may also propose other
appropriate services or strategies designed to achieve comprehensive employment setvices):

« Career counseling/development (assessments of skills levels, aptitudes, abilities, competencies, and
suppott services as needed);

¢ Encouragment of education, including career-advancing education;

e Job search, job training, job enhancement, job retention and job placement assistance;

e Basic technology training; and

o Pre-employment or soft-skills development that may mclude basic academic skills.

Applicants must describe one or more strategies for comprehensive employment including, but not limited
to:

¢ Understanding local/regional labor market conditions and needs, including analysis of current and
projected job growth through use of labor market information;

e Alignment of education and training programs with in-demand occupations;

o Coordination with employment services and training initiatives; or

e Employer partnerships that align to identified market needs and training programs.

Additionally, applicants must include a description of post-employment supports and case management to
help participants gain and retain employment as they move toward economic self-sufficiency.

Where subsidized employment is included as a part of the comprehensive employment services,
applicants must describe how program implementation models will ensure that fathers participate in
responsible fatherhood services such as classes, case management, follow up, or program

supports throughout the duration of the participant's entollment in the subsidized employment program.,
Applicants must also include a clear description of how the program will impart marketable job skills that
will assist the individual in obtaining permanent unsubsidized employment. Applicants must identify
whether subsidized employment wages for eligible participants are either at or above the state or federal
minimum wage.

Healthy Marriage and Relationship Education
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All applicants must include healthy marriage and relationship education program activities and skills.
These activities must be designed to improve skills among fathers that will enable them to form and
sustain healthy relationships with their current or future spouse/partner, improve communication between
the child’s parents, and strengthen the father’s or couple’s commitment to the well-being of the child.
Applicants must describe how they will incorporate the following healthy marriage and relationship skills
and activities in their program design:

« Communication skills (including expression, discussion, and negotiation skills);

« Conflict resolution, anger management, and problem-solving skills; and

« Financial planning, education, counseling, or mentoring on matters related to family finances,
including household management, budgeting, banking, and handling of financial transactions and
home maintenance.

Curricula

Applicants must describe skills-based curricula that involve evidence-based or evidence-informed
interventions designed to improve relationships and marriages, parenting skills, positive father-child
engagement, co-parenting, and decision-making. Applicants must describe how they will ensure that each
skills-based curriculum will be delivered over time, in no less than the number of hours established within
the guidelines required by each author(s) of the selected model. Applicants must describe how the
curriculum selected:

o Is father-focused;

o Promotes positive father-child interaction;

o Is culturally appropriate to the target population;

» Supports program goals and outcomes;

« Includes staff development and training components;

o Is age appropriate, particularly when serving teenaged and young adult fathers; and

o Uses technical support provided by the developer (to help support implementation fidelity).

Applicants must identify what curticulum they will use for skills-based healthy marriage, responsible
parenting education, and/or services to promote economic stability and mobility, such as job readiness,
financial literacy, financial planning and management. Further, applicants must include a rationale for their
choice based on the target population that they propose to serve.

Applicants must describe any proposed adaptations from the original evidence and the applicant's rationale
for the adaptations (e.g., practice exercises framed in life experiences of lower-income individuals and
families; activities tailored to address low education levels; added content on complex family
relationships; or modifications to increase relevance for different ethnic/racial population).

Case Management

Applicants must include case management strategies in the project design and service delivery
(implementation) plan. The applicants' description must reflect case management that is dependable,
steady, and provides sustained support. The description must include, but is not limited to, strategies that:

« Involve regular contact with participants to facilitate program retention, completion, and access to
needed supports;

« Have an orientation process, risk and needs assessment, and intake and enrollment procedures;

o Chart the goals, objectives, progtess, and milestones and includes employment and education plans;
and

e Provide follow-up support setvices to assist participants with job placement, retention, and
advancement.

Where formerly incarcerated fathers are included in the proposed target population, applicants must
describe how they will assess and meet the transitional needs of that population. Applicants
must demonstrate that program services can be tailored to the needs of both the general and formerly
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incarcerated populations they propose to serve. Applicants must desecribe a strategy to develop strong
linkages to related supportive services within the targeted community.

Program Supportive Services

Applicants must include a plan for providing supportive services, including transportation assistance and
childcare, that are designed to help reduce barriers to participation and improve program recruitment,
retention, and outcomes (funds may be used for the discrete costs of ancillary supportive services). The
applicant's plan must include a description of the gaps that exist in the provision of these setvices and
strategies to address them. The applicant must describe, as applicable, how they will address the provision
of supportive services that are not fundable under this grant (including, but not limited to trauma-informed
behavioral health care; legal assistance, including criminal record expungement and restorative justice
programs; health care, including mental health treatment; and substance abuse treatment).

Where supportive services are otherwise available (such as childcare assistance), programs must describe
how they will work with public and private social service agencies to maximize the availability and
robustness of these services.

Partnerships and Program Collaboration

Applicants must describe federal, state, local, tribal, and/or community-based collaboration and
partnership efforts designed to meet the needs of fathers effectively.

Applicants must include a signed MOU between each applicant and the partner agency(ies). A letter

of ntent from the applicant and all partnet agencies can be submitted in lieu of an MOU or third-party
Agreement, if neither has been entered into by the time the application is submitted. A letter of intent must
provide a timeline for completion of an MOU or third-party Agreement (see Third-Party Agreements later
in this section for more information).

For programs that include services to incarcerated and reentering fathers, applicants must document
partnerships with state, county, and local criminal justice agencies (such as, probation and parole, prisons,
jails, and halfway houses). Applicants must demonstrate how they will ensure access to potential
participants prior to their release from confinement and for referrals of potential participants who have
been recently released into the community. Applicants must show evidence of, or describe how they will
gain, access to prisons, jails, halfway houses, and other similar institutions to recruit and serve participants
prior to their release. Applicants must describe their plan to partner with probation and parole to support
post-release case management services, if applicable.

Domestic Violence Requirement

Applicants must describe how the programs or activities in the application will address, as appropriate,
issues of domestic violence, intimate partner violence, and dating violence.

Applicants must also include evidence of consultation with experts in domestic violence or relevant
community domestic violence coalitions in developing the proposed programs and activities.

Evidence of consultation also may be demonstrated in the same manner as evidence of othet partnership
relationships (e.g., MOUs or third-party agreements described previously). The applicant must
demonstrate that they have, or will have, collaborative partnerships with providers of domestic violence
services that will provide support throughout the duration of the program.

Child Maltreatment

Applicants must describe the strategies they will use to help prevent, detect, and respond to child
maltreatment among program participants. Applicants must describe how they will ensure staff
familiarity with their state's reporting requirements for child abuse and neglect.

Project Timeline and Milestones
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Provide quantitative monthly or quarterly projections of the accomplishments to be achieved for each
function, or activity, in such terms as the number of people to be setved and the number of activities
accomplished. Data may be organized and presented as project tasks and subtasks with their corresponding
timelines during the project period. For example, each project task could be assigned to a row in the first
column of a grid. Then, a unit of time could be assigned to each subsequent column, beginning with the
first unit (i.e., week, month, quarter) of the project and ending with the last. Shading, arrows, or other
markings could be used across the applicable grid boxes or cells, representing units of time, to indicate the
approximate duration and/or frequency of each task and its start and end dates within the project petiod.

When accomplishments cannot be quantified by activity or function, list them in chronological order to
show the schedule of accomplishments and their target dates.

Program Performance Evaluation Plan

Applicants must describe the plan for the program performance evaluation that will contribute to
continuous quality improvement, The program performance evaluation should monitor ongoing processes
and the progress towards the goals and objectives of the project. Include descriptions of the inputs (e.g.,
organizational profile, collaborative partners, key staff, budget, and other resources), key processes, and
expected outcomes of the funded activities. The plan may be supported by a logic model and

must explain how the inputs, processes and outcomes will be measured, and how the resulting information
will be used to inform improvement of funded activities.

Applicants must describe the systems and processes that will support the organization's performance
management requirements through effective tracking of performance outcomes, including a description of
how the organization will collect and manage data (e.g. assigned skilled staff, data management software)
in a way that allows for accurate and timely reporting of performance outcomes. Applicants must describe
any potential obstacles for implementing the program petformance evaluation and how those

obstacles will be addressed.

Additionally, applicants must describe expected program performance activities in three key areas:

(1) Performance Measures. Applicants must describe how they will collect required program data
(applicant chatacteristics, program operations, enrollment and participation (service delivery), and
participant outcomes (i.e., attitudes, beliefs, and actions), both at beginning of the program (pre-test)
and at program exit (post-test)) Applicants must submit documentation that describes whether and
how the local evaluator was consulted in the development of performance measurement data
collection plans. Applicants must address their readiness to collect performance measure data,
including readiness of staff to collect data — that is, applicants must describe staff qualifications and
training; identify specific staff who will be responsible for performance measurement data collection;
state any intention to designate staff as data managet(s) or intention to hire a data manager — and
capacity to collect data in a uniform, systematic manner. Applicants must describe how they will
maintain participant privacy.

Applicants must confirm their expected procedure for collecting applicant characteristics and pre- and
post-test data — that is, via ACASI-enabled online survey that uploads to nFORM (paper-and-pencil
forms will only be used as backup). Applicants must document that they have budgeted for sufficient
computers (laptops, desktop, tablets) that can utilize the specific web-browsers Internet Explorer
version 10 or higher or Chrome (version 36 or higher). (With regard to tablets, grantees may use iPad
(not Mini) or Samsung Galaxy Tablet 10,1; both tablet models must use the Chrome browset, vetsion
36 or higher. It is possible that other tablets will also work with nFORM as long as they are using
Chrome; however, the extensive testing will be conducted with the identified tablet models.)

Applicants must desctibe whether and how data will be collected by grantee staff, partner agencies,
and/or subcontracted evaluators. If applicable, applicants must also include with their applications
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letters of agreement with partner agencies and/or subcontracted evaluators that outline the
responsibilities of each agency, and that confirm the agencies’ agreement to collect and submit
performance measurement data, In the rare case where applicants and/or partners do not have access
to the internet because of systemic lack of connectivity, the proposal must clearly describe potential
avenues for collecting performance measurement data through the internet, as well as indicate a
willingness to work with ACF to find ways to implement internet data collection through these other
avenues.

(2) Management Information System (MIS). Applicants must confirm their intention to use nNFORM
for collecting, storing, monitoring, and reporting standardized performance measures.

(3) Monitoring and Reporting. Applicants must describe how they will use performance measures,
monitor program services, and submit data. Applicants must include details reflecting readiness and
capacity to review performance data regularly (e.g., staffing and training to create data reports on a
weekly basis, timeline to meet weekly to review data). Applicants must address their readiness and
capacity to aggregate, generate, and submit quarterly reports and semi-annual Performance Progress
Reports (PPRs).

Funded Activities Evaluation Plan

Applicants must describe the plan for rigorous evaluation of funded activities. The evaluation may be
supported by a logic model. The evaluation must assess processes and progress towards the goals and
objectives of the project, and whether the project is having the expected effects and impacts. The
evaluation plan must specify expected outcomes and any research questions. The plan must discuss how
the results of this evaluation will provide greater understanding and improvement of the funded activities.
The plan must include a valid and reliable measurement plan and sound methodological design. Details
regarding the proposed data collection activities, the participants, and data management, and analyses
plans must be described, Applicants must describe any potential obstacles foreseen in implementation of
the planned evaluation and how those obstacles will be addressed.

More specifically, applicants must propose a descriptive local evaluation plan or an impact local
evaluation plan (in accordance with the funding level requested), which will answer one or more
grantee-specific research question(s). Applicants that propose to conduct descriptive evaluations must use
data and analysis to describe and explain the importance/implications of the program’s processes (such as
a process or program implementation study) and/or the program’s population (such as a pre-post study).

Applicants that propose to conduct an impact evaluation must have and describe a comparison group who
does not receive the services of interest and that is comparable (at baseline, i.e., before a program begins)

to those who participate in the service program. In addition to evaluation of impacts on specific outcomes,
applicants proposing impact evaluations must also include an examination, in close detail, of the function

and form of different parts of service process (i.e., “implementation study” or a “process study”).

Applicants must include the following components in their plans:

» Research questions. Applicants must precisely state the research question(s), including the specific
program measures, and how the answers to the questions will increase ACF’s understanding of
programming in this field. Applicants must link research question(s) (and the 1mplementat1on
features and/or participant outcomes) to the applicant’s proposed logic model.

e Research design. Applicants must propose a specific research design in their plans, including details
regarding: staffing; timeline; recruitment of participants; planned sample size; measures (including
any measures in addition to the required performance measures); data collection methods, including
who will collect data (staff, partner agencies, and/or local or other subcontracted evaluators); and
analyses methods to be used. If multiple waves of data collection will be conducted, applicants must
describe the timing of those waves, and how respondents will be tracked over time for later data
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collection,

Applicants must include a justification for why the proposed research design is best suited to answer
the research question(s). For impact evaluations, applicants must differentiate the programming for
which each group (program/control/comparison) will be eligible, and specify how the groups will be
formed or selected.

o Community support. Applicants must include plans for incorporating input from partner agencies
and community partners in the development of local evaluations, and throughout the execution.

« Importance for the field. Applicants must clearly describe how the local evaluation will inform
future programming and expand the evidence base, as designed. Applicants must describe how
analyses of data will clearly support final reported results, and how targets for dissemination will
clearly communicate the implications of the study to others in the field.

Applicants must identify the local evaluator or local evaluator organization and include a signed letter of
agreement with this local evaluator. Applicants must include curriculum vitae for the leader of the research
project (i.e., Principal Investigator or Research Project Director). For every organization involved
(including local evaluator and partners), applicants must include letters of agreement supporting the plan
and outlining roles and responsibilities. All curricula vitae, resumes and letters of agreement must be
submitted in the application’s Appendices File (see Section IV.2. Content and Form of Application
Submission, Page Limitations and Content for All Submission Format for additional information on
application submission file placement).

Applicants must identify the IRB they expect to use and must demonstrate a familiarity with that
IRB's procedures and review requirements. (Note: IRB requirements may differ for grantees participating
in a federal evaluation.)

Geographic Location
Describe the precise location of the project and boundaries of the area to be served by the proposed project.

Legal Status of Applicant Entity
Applicants must provide the following documentation:

Non-profit organizations applying for funding are required to submit proof of their non-profit status. Proof
of non-profit status is any one of the following:

« A reference to the applicant organization's listing in the IRS's most recent list of tax-exempt
organizations described in the IRS Code.

¢ A copy of a currently valid IRS tax-exemption certificate.

« A statement from a state taxing body, state attorney general, or other approprlate state official
certifying that the applicant organization has non-profit status and that none of the net earnings
acctue to any private shareholders or individuals.

o A certified copy of the organization's cettificate of incorporation or similar document that clearly
establishes non-profit status.

« Any of the items in the subparagraphs immediately above for a state or national parent organization
and a statement signed by the parent organization that the applicant organization is a local non-profit
affiliate.

Unless directed otherwise, applicants must include proof of non-profit status in the Appendices file of the
electronic application submission.

34 of 70




Additional Eligibility Documentation

Applicants must provide the additional, required documentation, or required credentials, to support
eligibility for an award, as described in Section IIl. Eligibility Information of this announcement:

Post-Secondary Educational Institutions

Public post-secondary educational institutions (including community colleges) that apply as states,
territories, or tribal entities must submit a written statement or documentation that affirms that the
applicant:

e Is established by a state, territorial, or tribal government authority;

o Primarily receives funding through state, territorial, or tribal appropriation;

o Is legally authorized by the state, territory, or tribal authority to provide post-secondary education;

o Provides an educational program for which the institution awards a bachelot’s degree, or a 2-year
program that is acceptable for full credit toward a bachelor's degree (e.g., associate’s degree), or
admission to a graduate or professional degree program; and

o Is accredited by a nationally recognized accrediting agency or association, or that it has been
granted pre-accreditation status by such an agency or association.

e Applicants with pre-accreditation status, must submit written affirmation or documentation that full
accreditation will be attained by the end of the planning period described in this FOA.

Nonprofit Community Entity (including Public or Private Post-Secondary Educational Institutions)

Any applicants that are applying as public or private nonprofit community entities must submit a written
statement or documentation that the applicant:

o Is a nonprofit community entity or organization and is recognized as such by the state (See 45 CFR
87.1(h)(1)-(4)).

o Is representative of a community, or a significant segment of a community, by involving members
of the community (e.g., elected public officials, private sector representatives, or low-income
residents) in assessing and addressing local needs. _

o Is engaged in meeting human, educational, child-welfare, family well-being, personal growth and
improvement, social welfare, or economic growth and mobility needs for the disadvantaged.

Further, a post-secondary educational institution that is applying as a “nonprofit community entity” on the
basis that it is meeting educational needs for the disadvantaged must submit a written statement or
documentation that the applicant is accredited by a nationally recognized accrediting agency or
association. Alternatively, it must have been granted pre-accreditation status by such an agency or
association and full accreditation must be attained by end of the planning period described in this FOA.

Logic Model

Applicants must submit a logic model for designing and managing their project. A logic model is a
one-page diagram that presents the conceptual framework for a proposed project and explains the links
among program elements. While there are many versions of logic models, for the purposes of this
announcement the logic model should summarize the connections between the:

« Goals of the project (e.g., objectives, reasons for proposing the interventions, if applicable);
» Assumptions (e.g., beliefs about how the program will work and its supporting resources.

Assumptions should be based on research, best practices, and experience);
» Inputs (e.g., organizational profile, collaborative partners, key staff, budget);
« Target population (e.g., the individuals to be served);
« Activities (e.g., approach, listing key intervention, if applicable);
e Outputs (i.e., the direct products or deliverables of program activities); and
« Qutcomes (i.e., the results of a program, typically describing a change in people or systems).
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Project Sustainability Plan

Applicants must propose a plan for project sustainability after the period of federal funding ends. Grantees
are expected to sustain key elements of their grant projects, e.g., strategies or services and interventions,
which have been effective in improving practices and those that have led to improved outcomes for
children and families.

Describe the approach to project sustainment that will be most effective and feasible. Describe the key
individuals and/or organizations whose support will be required in order to sustain program activities.
Describe the types of alternative support that will be required to sustain the planned program. If the
proposed project involves key project partners, describe how their coopetation and/or collaboration will be
maintained after the end of federal funding,

Organizational Capacity
Provide the following information on the applicant organization and, if applicable, on any cooperating
partners:

« Organizational charts;

¢ Resumes (no more than two single-spaced pages in length);

o Curricula Vitae (CV); :

« Financial statements adhering to Generally Accepted Accounting Principles (GAAP), if available,
submit statements for up to the two most recently completed fiscal years (this requirement does not
apply to start-up organizations);

o Audit reports or statements from Certified Public Accountants/Licensed Public Accountants, if
available, submit statements for up to the two most recently completed fiscal years (this
requirement does not apply to start-up organizations);

« Copy or description of the applicant organization’s fiscal control and accountability procedures;

« Evidence that the applicant organization, and any partnering organizations, have relevant
experience and expettise with administration, development, implementation, management, and
evaluation of programs similar to that offered under this announcement;

« Evidence that each participating organization, including partners and/or subcontractors, possess the
organizational capability to fulfill their role(s) and function(s) effectively;

« Copy or description of the applicant organization’s personnel policies;

« Job descriptions for each vacant key position,

Protection of Sensitive and/or Confidential Information

If any confidential or sensitive information will be collected during the course of the project, whether from
staff (e.g., background investigations) or project participants and/or project beneficiaries, provide a
description of the methods that will be used to ensure that confidential and/or sensitive information is
properly handled and safeguarded. Also provide a plan for the disposition of such information at the end
of the project period.

Third-Party Agreements

Third-party agreements include Memoranda of Understanding (MOU) and Letters of Commitment.
General letters of support are not considered to be third-party agreements. Third-party agreements must
clearly describe the project activities and support to which the third party is committing. Third-party
agreements must be signed by the person in the third-patty organization with the authority to make such
commitments on behalf of their organization.
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Collaboration/consortia applicants must provide letters of commitment or MOU identifying the primary
applicant that is responsible for administering the grant. The primary applicant must provide
documentation of the commitments made by partnering organizations and describe in detail their roles and
responsibilities as partners in the collaboration/consortia.

Plan for Oversight of Federal Award Funds

Provide a plan describing how oversight of federal funds will be ensured and how grant activities and
partner(s) will adhere to applicable federal and programmatic regulations. Applicants must identify staff
that will be responsible for maintaining oversight of program activities, staff, and partner(s). Applicants
must describe procedures and policies used to oversee staff and/or partners/contractors,

Describe organizational records systems that relate financial data to performance data by identifying the

source and application of federal funds so that they demonstrate effective control over and accountability

for funds, compare outlays with budget amounts, and provide accounting records supported by source
documentation.

The Project Budget and Budget Justification

All applicants are required to submit a project budget and budget justification with their application. The
project budget is entered on the Budget Information Standard Form, either SF-424A or SF-424C,
according to the directions provided with the SFs. The budget justification consists of a budget narrative
and a line-item budget detail that includes detailed calculations for "object class categories” identified on
the Budget Information Standard Form. Applicants must indicate the method they are selecting for their
indirect cost rate. See Indirect Charges for further information.

Project budget calculations must include estimation methods, quantities, unit costs, and other similar
quantitative detail sufficient for the calculation to be duplicated. If matching or cost sharing is a
requirement, applicants must include a detailed listing of any funding sources identified in Block 18 of the
SF-424 (Application for Federal Assistance). See the table in Section IV.2, Required Forms, Assurances,
and Certifications listing the appropriate budget forms to use in this application,

Special Note: The Consolidated and Further Continuing Appropriations Act, 2015 (Pub.L. 113-235),
enacted December 16,2014, limits the salary amount that may be awarded and charged to ACF grants
and cooperative agreements. Award funds issued under this announcement may not be used to pay the
salary, or any percentage of salary, to an individual at a rate in excess of Executive Level II. The
Executive Level 1I salary of the Federal Executive Pay scale is $183,300. Please see hitp.://
www.opm.goV/ policy-data-oversight/ pay-leave/salaries ~-wages/ 2015/ executive -senior- level, This
amount reflects an individual’s base salary exclusive of fringe benefits and any income that an individual
may be permitted to earn outside of the duties fo the applicant organization. This salary limitation also
applies to subawards/subcontracts under a ACF grant or cooperative agreement.

Provide a budget justification using the 424A and/or 424C, as applicable, for each year of the proposed
project. Provide a budget justification, which includes a budget narrative and a line-item detail, for each
year of the proposed project. The budget narrative should describe how the categorical costs are derived.
Discuss the necessity, reasonableness, and allocation of the proposed costs.

Note: Applicants' line-item budget and budget justification must include all program-related costs,
including travel for all staff required to attend the entrance conference and biennial meetings in
Washington, DC, and regional roundtables. See Section 1. Program Description, Post-Award
Requirements, Entrance Conference, Biennial Peer Meeting, and Roundtables,

Budgeting for Evaluation
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The applicant's overall line-item budget and budget justification must also include detailed allocations for
the range of required performance measure data and evaluation activities, including the following:

« Collection of performance data, including costs of staff training, time to collect data;
« Storage of performance data, including:

« Desktop/laptop computer or tablet purchase for ACASI on-line applicant characteristics and
pre- and post-tests, including headphones and maintenance;

o Costs for staff to conduct regular activity such as data entry, quality checks, reliability
training for coding, etc.; and

o Monitoring and reporting petformance data, including costs for staff to analyze data, create and
teview reports, plan and monitor adjustments.

Local Evaluation Costs

o Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per year for a descriptive local evaluation, but no more than 10 percent of the total
budget.

o Applicants requesting funding levels between $700,000 and $999,999 are expected to allocate at
least $100,000 per year for a descriptive or impact local evaluation, but no more than 15 percebt of
the total budget for either evaluation.

« Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to propose
an impact evaluation and allocate at least 10 percent, but no more than 15 percent of their total
annual funding for local evaluation per yeat, or at least 15, but no more than 20 percent per year, if
proposing a randomized-controlled trial (RCT) impact evaluation,

General

Use the following guidelines for preparing the budget and budget justification. When a match or cost
share is required, both federal and non-federal resources must be detailed and justified in the budget and
budget narrative justification, "Federal resources” refers only. to the ACF grant funds for which the
applicant is applying. “Non-federal resources” are all other non-ACF federal and non-federal resources. It
is suggested that budget amounts and computations be presented in a columnar format: first column,
object class categories; second column, federal budget; next column(s), non-federal budget(s); and last
column, total budget. The budget justification should be in a narrative form.

Personnel

Desctiption: Costs of employee salaries and wages.

Justification: Identify the project director or principal investigator, if known at the time of application.
For each staff person provide: the title; time commitment to the project in months; time commitment to
the project as a percentage ot full-time equivalent: annual salary; grant salary; wage rates; etc. Do not
include the costs of consultants, personnel costs of delegate agencies, or of specific project(s) and/or
businesses to be financed by the applicant. Contractors and consultants should not be placed under this
category.

Fringe Benefits
Description: Costs of employee fringe benefits unless treated as part of an approved indirect cost rate.

Justification; Provide a breakdown of the amounts and percentages that comprise fringe benefit costs such
as health insurance, Federal Insurance Contributions Act (FICA) taxes, retirement insurance, and taxes,

Travel
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Description; Costs of out-of-state or overnight project-related travel by employees of the applicant
organization. Do not include in-state travel or consultant travel.

Justification: For each trip show the total number of traveler(s); travel destination; duration of trip; per
diem; mileage allowances, if privately owned vehicles will be used to travel out of town; and other
transportation costs and subsistence allowances. If appropriate for this project, travel costs for key project
staff to attend ACF-sponsored workshops/conferences/grantee orientations should be detailed in the
budget.

Equipment

Description: "Equipment" means an article of nonexpendable, tangible personal property having a useful
life of more than one year per unit and an acquisition cost that equals or exceeds the lesser of; (a) the
capitalization level established by the organization for the financial statement purposes, or (b) $5,000.
(Note: Acquisition cost means the net invoice unit price of an item of equipment, including the cost of
any modifications, attachments, accessories, or auxiliary apparatus necessary to make it usable for the
purpose for which it is acquired. Ancillary charges, such as taxes, duty, protective in-transit insurance,
freight, and installation, shall be included in or excluded from acquisition cost in accordance with the
applicant organization's regular written accounting practices.)

Justification: For each type of equipment requested applicants must provide a description of the
equipment; the cost per unit; the number of units; the total cost; and a plan for use of the equipment in the
project; as well as a plan for the use, and/or disposal of, the equipment after the project ends. An
applicant organization that uses its own definition for equipment should provide a copy of its policy, or
section of its policy, that includes the equipment definition.

Supplies
Description: Costs of all tangible personal property other than that included under the Equipment
category., This includes office and other consumable supplies with a per-unit cost of less than $5,000.

Justification: Specify general categories of supplies and their costs, Show computations and provide
other information that supports the amount requested.

Contractual

Description: Costs of all contracts for services and goods except for those that belong under other
categories such as equipment, supplies, construction, etc. Include third-party evaluation contracts, if
applicable, and contracts with secondary recipient organizations (with budget detail), including delegate
agencies and specific project(s) and/or businesses to be financed by the applicant, This area is not for
individual consultants.

Justification: Demonstrate that all procurement transactions will be conducted in a manner to provide, to
the maximum extent practical, open, and free competition. Recipients and subrecipients, other than states
that are required to use 45 CFR Part 75 procedures, must justify any anticipated procurement action that is
expected to be awarded without competition and exceeds the simplified acquisition threshold fixed by 41
U.S.C. § 134, as amended by 2 CFR Part 200.88, and currently set at $150,000. Recipients may be
required to make pre-award review and procurement documents, such as requests for proposals or
invitations for bids, independent cost estimates, etc,, available to ACF.

Note: Whenever the applicant intends to delegate part of the project to another agency, the applicant must
provide a detailed budget and budget narrative for each contractor/sub-contractor, by agency title, along
with the same supporting information referred to in these instructions. If the applicant plans to select the
contractors/sub-contractors post-award and a detailed budget is not available at the time of application, the
applicant must provide information on the nature of the work to be delegated, the estimated costs, and the
process for selecting the delegate agency. '
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Other

Description: Enter the total of all other costs. Such costs, whete applicable and appropriate, may include
but are not limited to: consultant costs, local travel; insurance; food (when allowable); medical and dental
costs (noncontractual); professional services costs (including audit charges); space and equipment rentals;
printing and publication; computer use; training costs, such as tuition and stipends; staff development
costs; and administrative costs.

Justification: Provide computations, a narrative description, and ajustiﬁcation for each cost under this
category.

Indirect Charges

Description: Total amount of indirect costs. This category has one of two methods that an applicant can
select. An applicant may only select one.

1) The applicant currently has an indirect cost rate approved by the Department of Health and Human
Services (HHS) or another cognizant federal agency

Note: An applicant must enclose a copy of the current approved rate agreement. If the applicant is
requesting a rate that is less than what is allowed under the program, the authorized representative of the
applicant organization must submit a signed acknowledgement that the applicant is accepting a lower rate
than allowed.

2) Per 45 CFR § 75.414(f) Indirect (F&A) costs, “any non-Federal entity [i.e., applicant] that has
never received a negotiated indirect costs rate, ... may elect to charge a de minimis rate of 10% of
modified total direct costs (MTDC) which may be used indefinitely. As described in § 75.403, costs
must be consistently charged as either indirect or direct costs, but may not be double charged or
inconsistently charged as both. If chosen, this methodology once elected must be used consistently
for all Federal awards until such time as a non-Federal entity chooses to negotiate for a rate, which the
non-Federal entity may apply to do at any time.”

Justification: This method only applies to applicants that have never received an approved negotiated
indirect cost rate from HHS or another cognizant federal agency. Applicants awaiting approval of their
indirect cost proposal may request the 10 percent de minimis. When the applicant chooses this method,
costs included in the indirect cost pool must not be charged as direct costs to the grant.

Paperwork Reduction Disclaimer

As required by the Paperwork Reduction Act of 1995, 44 U.S.C. §§ 3501-3521, the public reporting
burden for the Project Description and Budget/Budget Justification is estimated to average 60 hours per
response, including the time for reviewing instructions, gatheting and maintaining the data needed, and
reviewing the collection information. The Project Description information collection is approved under
OMB control number 0970-0139, which expires 10/31/2015, An agency may not conduct or sponsor, and
a person is not required to respond to, a collection of information unless it displays a currently valid OMB
control number,

Application Submission Options

Electronic Submission via www.Grants.gov

¢ Additional guidance on the submission of electronic applications can be found at http:/
www.grants.gov /web /grants /applicants /apply- for- grants.hitml,

« If applicants encounter any technical difficulties in using www.Grants.gov, contact the Grants.gov
Contact Center at: 1-800-518-4726, or by email at support@grants.gov, to report the problem and
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obtain assistance. Hours of Operation: 24 hours a day, 7 days a week. The Grants.gov Contact
Center is closed on federal holidays.

e Applicants should always retain Grants.gov Contact Center service ticket number(s) as they may be
needed for future reference,

« Contact with the Grants.gov Contact Center prior to the listed application due date and time
does not ensure acceptance of an application, If difficulties are encountered, the Grants
Management Officer listed in Section VII. Agency Contacts will determine whether the
submission issues are due to Grants.gov system errors or user error,

Application Validation at www.Grants.gov

After an application has been successfully submitted to www.Grants.gov, it still must pass a series of
validation checks. After an application is submitted, Grants.gov generates a submission receipt via email
and also sets the application status to "Received." This receipt verifies that the application has been
successfully delivered to the Grants.gov system.

Next, Grants.gov verifies the submission is valid by ensuring it does not contain viruses, the opportunity is
still open, and the applicant login and applicant DUNS number match. If the submission is valid,
Grants.gov generates a submission validation receipt via email and sets the application status to
"Validated."

If the application is not validated, the application status is set to "Rejected.”" The system sends a rejection
email notification to the applicant and the applicant must re-submit the application package. See "What to
Expect After Submitting" at www.Grants.gov for more information.

Each time an application is submitted, or resubmitted, via www.Grants.gov, the application will receive a
new date and time stamp. Only those applications with on-time date and time stamps that result in a
validated application, which are transmitted to ACF, will be acknowledged.

Applicants will be provided with an acknowledgement from Grants.gov that the submitted application
package has passed, or failed, a series of checks and validations. Applications that are submitted on time
that fail the validation check will not be transmitted to ACF and will not be acknowledged.

NOTE: The Grants,gov validation check can affect whether the application is accepted for review. If an
application fails the Grants.gov validation check and is not resubmitted by 11:59 p.m., ET, on the due
date, it will not be transmitted to ACF and will be excluded from the review,

Similarly, if an applicant resubmits their application to Grants.gov by 11:59 p.m., ET, on the due date, and
the resubmitted application does not pass the validation check, it will not be transmitted to ACF and will
be excluded from the review.

Systems Issues

For any systems issues experienced with Grants.gov or SAM.gov, please refer to ACF’s “Policy for
Applicants Experiencing Federal Systems Issues” document for complete guidance at https: //
www.acf.hhs.gov / sites / default /files /assets /systems issue policy final, pdf.

Request an Exemption from Required Electronic Application Submission

ACEF recognizes that some applicants may have limited or no Internet access, and/or limited computer
capacity, which may prohibit them from uploading large files at www.Grants.gov. To accommodate such
applicants, ACF offers an exemption from required electronic submission, The exemption will allow
applicants to submit hard copy, paper applications by hand-delivery, applicant courier, overnight/express
mail couriers, or by other representatives of the applicant.

To receive an exemption from required electronic application submission, applicants must submit a written
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request to ACF that must state that the applicant qualifies for the exemption for one of the two following
reasons:

e Lack of Internet access or Internet connection, or
e Limited computer capacity that prevents the uploading of large documents (files) at
www.Grants.gov,

Applicants may request and receive the exemption from required electronic application submission by
either:

« Submitting an email request to electronicappexemption@acf.hhs.gov, or
« Sending a written request to the Office of Grants Management Contact listed in Section VI Agency
Contacts in this announcement.

Requests for exemption from required electronic application submission will be acknowledged with an
approval or disapproval.

Requests that do not state one of the two listed reasons will not be approved.

An exemption is applicable to all applications submitted by the applicant organization during the Federal
Fiscal Year (FFY) in which it is received. Applicants need only request an exemption once in a FFY.
Applicants must request a new exemption from required electronic submission for any succeeding FFY.

Please Note: electronicappexemption@acf.hhs.gov may only be used to request an exemption from
required electronic submission. All other inquiries must be directed to the appropriate Agency Contact
listed in Section VII, of this announcement, Queries or requests submitted to this email address for any
reason other than a request for an exemption from electronic application submission will not be
acknowledged or answered.

All exemption requests must include the following information:

¢ Funding Oppottunity Announcement Title,

« Funding Opportunity Number (FON),

o The listed Catalog of Federal Domestic Assistance (CFDA) number,

« Name of Applicant Organization and DUNS Number,

¢ AOR name and contact information,

« Name and contact information of person to be contacted on matters involving the application (i.e.,
the Point of Contact), and

o The reason for which the applicant is requesting an exemption from electronic application
submission. The request for exemption must state one of the following two reasons: 1) lack of
Internet access or Internet connection; or 2) lack of computer capacity that prevents uploading large
documents (files) to the Internet.

Exemption requests must be received by ACF no later than two weeks before the application due
date, that is, 14 calendar days prior to the application due date listed in the Overview and in Section IV.3.
Submission Dates and Times. If the fourteenth calendar day falls on a weekend or federal holiday, the due
date for receipt of an exemption request will move to the next federal business day that follows the
weekend or federal holiday.

Applicants may refer to Section VIII Other Information for a checklist of application requirements that
may be used in developing and organizing application materials. Details concerning acknowledgment of
received applications are available in Section IV.3. Submission Dates and Times of this announcement.
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Paper Format Application Submission

An exemption is now required for the submission of paper applications. See the preceding section on
"Request an Exemption from Required Electronic Application Submission."

Applicants with exemptions that submit their applications in paper format, by mail or delivery, must
submit one original and two copies of the complete application with all attachments, The original and each
of the two copies must include all required forms, certifications, assurances, and appendices, be signed by
the AOR, and be unbound. The original copy of the application must have original signature(s). See

Section 1IV.6. of this announcement for address information for paper format application submissions,
Applications submitted in paper format must be received by 4:30 p.m, ET, on the due date.

Applicants may refer to Section VIII. Other Information for a checklist of application requirements
that may be used in developing and organizing application materials. Details concerning acknowledgment
of received applications are available in Section IV.3. Submission Dates and Times in this announcement.

1V.3. Submission Dates and Times
Due Date for Applications: 07/07/2015
Explanation of Due Dates

The due date for receipt of applications is listed in the Overview section and in this section. See Section
I11.3. Application Disqualification Factors.

Electronic Applications

The deadline for submission of electronic applications via www.Grants.gov is 11:59 p.m., ET, on the due
date. Electronic applications submitted at 12:00 a.m., ET, on the day after the due date will be considered
late and will be disqualified from competitive review and from funding under this announcement.

Applicants are required to submit their applications electronically via www.Grants.gov unless they
received an exemption through the process described in Section IV.2. Request an Exemption from
Required Electronic Application Submission.

ACF does not accommodate transmission of applications by email or facsimile.

Instructions for electronic submission via www.Grants.gov are available at;
http://www.grants.gov/applicants/apply for grants.isp.

Applications submitted to www.Grants.gov at any time during the open application period prior to the due
date and time that fail the Grants.gov validation check will not be received at ACF, These applications
will not be acknowledged, :

Mailed Paper Format Applications

The deadline for mailed paper applications is 4:30 p.m., ET, on the due date. Mailed paper applications
received after the due date and deadline time will be considered late and will be disqualified from
competitive review and from funding under this announcement,

Paper format application submissions will be disqualified if the applicant organization has not received an
exemption through the process described in Section IV.2. Request an Exemption from Required Electronic
Application Submission.

Hand-Delivered Paper Format Applications

Applications that are hand-delivered by applicants, applicant couriers, by overnight/express mail couriers,
or other representatives of the applicant must be received on, or before, the due date listed in the Overview
and in this section. These applications must be delivered between the hours of 8:00 a,m, and 4:30 p.m.,
ET,Monday through Friday (excluding federal holidays). Applications should be delivered to the address
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provided in Section IV.6.Other Submission Requirements.

Hand-delivered paper applications received after the due date and deadline time will be considered late
and will be disqualified from competitive review and from funding under this announcement,

Hand-delivered paper format application submissions will be disqualified if the applicant organization has
not received an exemption through the process described in Section IV.2. Request an Exemption from
Required Electronic Application Submission.

No appeals will be considered for applications classified as late under the following circumstances:

« Applications submitted electronically via www.Grants.gov are considered late when they are dated
and time-stamped after the deadline of 11:59 p.m., ET, on the due date,

« Paper format applications received by mail or hand-delivery after 4:30 p.m., ET, on the due date
will be classified as late and will be disqualified.

o Paper format applications received from applicant organizations that were not approved for an
exemption from required electronic application submission under the process desctibed in Section
IV.2. Request an Exemption from Required Electronic Submission will be disqualified.

Extensions and/or Waiving Due Date and Receipt Time Requirements

ACF may extend an application due date and receipt time when circumstances make it impossible for
applicants to submit their applications on time. These events include natural disasters (floods, hurricanes,
tornados, etc.), or when there are widespread disruptions of electrical service, or mail service, or in other
rare cases. The determination to extend or waive due date and/or receipt time requirements rests with the
Grants Management Officer listed as the Office of Grants Management Contact in Section VII. Agency
Contacts .

Acknowledgement from www.Grants.gov

Applicants will receive an initial email upon submission of their application to www.Grants.gov. This
email will provide a Grants.gov Tracking Number. Applicants should refer to this tracking number in all
communication with Grants.gov. The email will also provide a date and time stamp, which serves as the
official record of application's submission. Receipt of this email does not indicate that the application is
accepted or that is has passed the validation check.

Applicants will be provided with an acknowledgement from www.Grants.gov that the submitted
application package has passed, or failed, a series of checks and validations. Applications that are
submitted on time that fail the validation check will not be transmitted to ACF and will not be
acknowledged.

See "What to Expect After Submitting" at www.Grants.gov for more information,

Acknowledgement from ACF of an electronic application's submission:

Applicants will be sent additional email(s) from ACF acknowledging that the application has been
retrieved from www.Grants.gov by ACF. Receipt of these emails is not an indication that the application
is accepted for competition.

Acknowledgement from ACF of receipt of a paper format application

ACF will not provide acknowledgement of receipt of hard copy application packages submitted via mail or
courier services.

IV.4. Intergovernmental Review of Federal Programs
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This program is covered under Executive Order (E.O.) 12372, "Intergovernmental Review of Federal
Programs," and 45 CFR Part 100, "Intergovernmental Review of Department of Health and Human
Services Programs and Activities." Under the Executive Order, States may design their own processes for
reviewing and commenting on proposed Federal assistance under covered programs,

Applicants should go to the following URL for the official list of the jurisdictions that have elected to
participate in E.O. 12372 hitp://www.whitehouse.gov/omb/grants spoc/.

Applicants from participating jurisdictions should contact their SPOC, as soon as possible, to alert them of
their prospective applications and to receive instructions on their jurisdiction's procedures. Applicants
must submit all required application materials to the SPOC and indicate the date of submission on the
Standard Form (SF) 424 at item 19,

Under 45 CFR 100.8(a)(2), a SPOC has 60 days from the application due date to comment on proposed
new awards.

SPOC comments may be submitted directly to ACF to: U.S. Department of Health and Human Services,
Administration for Children and Families, Office of Grants Management, Division of Discretionary
Grants, 370 L'Enfant Promenade SW., 6th Floor East, Washington, DC 20447.

Entities that meet the eligibility requirements of this announcement are still eligible to apply for a grant
even if a State, Tetritory or Commonwealth, etc., does not have a SPOC or has chosen not to participate in
the process. Applicants from non-participating jurisdictions need take no action with regard to E.O. 12372,
Applications from Federally-recognized Indian Tribal governments are not subject to E.O, 12372,

IV.5. Funding Restrictions

Costs of organized fund raising, including financial campaigns, endowment drives, solicitation of gifts and
bequests, and similar expenses incurred solely to raise capital or obtain contributions, are considered
unallowable costs under grants or cooperative agreements awarded under this funding opportunity
announcement, '

Note: Costs incurred for grant application preparation are not considered allowable costs under an award
and may not be included in the project budget or budget justification.

Grant awards will not allow reimbursement of pre-award costs.

Purchase of real property is not an allowable activity or expenditure under this grant award.

Local Evaluation Costs

« Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per year for a descriptive local evaluation, but no more than 10 percent of the total
budget. .

» Applicants requesting funding levels between $700,000 and $999,999 are expected to allocate at
least $100,000 per year for a descriptive or impact local evaluation, but no more than 15 percent of
the total budget for either evaluation.

» Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to propose
an impact evaluation and allocate at least 10 percent, but no more than 15 percent of their total
annual funding for local evaluation per year, or at least 15, but no more than 20 percent per year, if
proposing a randomized-controlled trial (RCT) impact evaluation,

Construction, Alteration and Renovation

Costs for construction and/or major alteration and renovation are not statutorily authorized under this
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grant. However, minor alteration and renovation costs for the following purposes may be allowable with
the prior approval of the grantor agency: changing the interior arrangement ot physical interior
characteristics of an existing facility; installing equipment to improve efficiency for its currently
designated purpose; or adapting existing equipment to an alternative use to meet a specific programmatic
requirement, Additionally, minor alteration and renovation may not exceed $150,000 or 25 percent of the
total approved budget (direct and indirect) for the budget period, whichever is less,

IV.6. Other Submission Requirements
Submit paper applications to one of the following addresses. Also see Section IV.2. Request an Exemption
from Required Electronic Application Submission,

Submission By Mail

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK-0993
1401 Merchatile Lane

Suite 401

Largo, MD 20774

Hand Delivery

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK-0993

1401 Merchatile Lane

Suite 401

Largo, MD 20774

Electronic Submission

See Section IV.2 for application requirements and for guidance when submitting applications electronically

via http://www.Grants.gov.,
For all submissions, see Section IV.3. Submission Dates and Times.

V.1, Criteria

Please note: Reviewers will not access, or review, any materials that are not part of the application
documents, This includes information accessible on websites via hyperlinks that are referenced, or
embedded, in the application. Though an application may include web links, or embedded hyperlinks,
reviewers will not review this information as it is not considered to be part of the application documents.
Nor will the information on websites be taken into consideration in scoring of evaluation criteria presented
in this section. Reviewers will evaluate and score an application based on the documents that are presented
in the application and will not refer to, or access, external links during the objective review.

Applications competing for financial assistance will be reviewed and evaluated using the criteria described
in this section. The corresponding point values indicate the relative importance placed on each review
criterion. Points will be allocated based on the extent to which the application proposal addresses each of
the criteria listed. Applicants should address these criteria in their application materials, particularly in the
project description and budget justification, as they are the basis upon which competing applications will
be judged during the objective review. The required elements of the project description and budget
justification may be found in Section IV.2 of this announcement.
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The number of bulleted statements under each review criterion does not necessatily reflect an equal
distribution of points among corresponding point values. The entire application will be reviewed and
evaluated. Particular emphasis will be placed upon the strengths and weaknesses of the application's
correlation to the FOA's Section 1. Program Description and Section 1V.2. The Project Description or
Section IV.2. The Budget and Budget Justification.

The criteria for Performance Measurement and Evaluation will be assessed and scored in two parts for a
potential combined maximum score of 15 points. The first sub-ctiteria, Commitments to Data and
Evaluation, will be assessed and scored 0 or 3 points for the extent to which the applicant's plan addresses
each of the three listed commitment agreements. No partial points will be awarded. This means that
reviewers will award zero points under this sub-criteria to applicants that do not positively affirm all
three listed commitments, and reviewers will award the full 3 points to applicants that positively affirm
all three commitments. The next two sub-criteria, Performance Measurement Data and Local Evaluation
Plan will be assessed together for a potential combined score of 12 points. For this sub-criteria, reviewers
may award partial points (i.e., between 0 and 12 points).

The applicant's overall program design, approach, and ability to provide required services
adequately will be reviewed and assessed by the following criteria,

0-35 points for the extent to which the applicant:

» Demonstrates a clear, consistent understanding of the stated over-arching purpose of promoting
responsible fatherhood, including the statutory activity elements the applicant proposes to
implement, and the desired short- and long-term outcomes identified in this FOA.

o Includes information on the need to offer responsible fatherhood through responsible parenting,
and economic stability and mobility, and healthy marriage services in the target service area, to a
specified target population, and articulates how the proposed program will meet these needs.
Demonstrates a clear understanding of the availability of, and gaps in, supportive services
available in their community.

o Includes a logic model that provides an overview of the program and clearly links program
elements to intended outcomes. The short- and long-term outcomes are clear and measurable, are
related to the three authorized activity areas, and align with the ACF programmatic short- and
long-term goals.

o Includes a detailed description of how the proposed service strategy will be implemented,
including:

« specific information on the services and activities to be provided within the required areas
of responsible parenting, economic stability and mobility, and healthy matriage, as well as
case management and supportive services.

» the integration of responsible parenting, economic stability and healthy marriage activities,
and any other allowable services and activities;

» how participants will be recruited and retained, and how the particular needs of the target
population will be taken into consideration; how individual participants will be matched
appropriately to component services and activities;

o how the program will meet the program access and voluntary participation requirements;
what types of screening and assessments the program will conduct (including any screening
and assessment tools the program will utilize) and for what purposes these screenings and
assessments are done.

« a discussion of the barriers to participation the target population (e.g., recruitment,
retention, transportation) may encounter and how these will be addressed, including
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cultural appropriateness.

» identifies curricula and/or other strategies it plans to utilize under each component activity
and provides a clearly articulated, justified, and well-documented rationale for selecting
those curricula and strategies.

» includes a sound rationale for the proposed skills-based curricula and thoroughly describes
its evidence base or how it is evidence informed.

o demonstrates strong partnerships with appropriate public and private social service and
community-based agencies to meet needs of the target population,

« Includes a description of the project timeline and milestones for the full project period. The
description includes approximate dates for implementation of all components of the project and
includes the number of people the program expects to serve each year, The description is clear,
thorough, and follows a logical sequence.

In addition to the above criteria, for applicants that propose to include subsidized employment
services, the thoroughness of their plan and their organizational capacity and experience in
developing and providing subsidized employment services will be reviewed and assessed under the
following criterion. (Reviewers will not deduct any points if this option is not selected. The maximum
points under Project Approach if the option is proposed will remain 35 points.)

« The components of the subsidized employment model are identified as patt of the applicant's
project design and implementation and are appropriate to accomplish the specific goals of the
project. The description clearly includes strategies to impart marketable job skills that will assist
the individual in obtaining permanent unsubsidized employment. The applicant also provides
sound and feasible plans to partner with businesses and agencies that will employ or work with
the general population of fathets and formerly incarcerated fathers (if targeted) to create
employment opportunities. The applicant describes an employment and retention strategy that is
responsive and adequate.

All applicants’ plan, capacity, and strategy to adequately provide case management and support
services will be reviewed and assessed by the following criteria:

« The applicant has a thorough, feasible, and robust strategy for providing effective case
management to program participants,

« The applicant has a thorough, feasible, and robust strategy for providing support services, helping
participants utilize services available in the community, and providing referrals for support
services.

The thoroughness, feasibility, documented consultation, collaboration/partnership, and capacity
of all applicants to address issues of domestic violence and child maltreatment will be reviewed
and assessed by the following criteria,

¢ The applicant describes how the programs or activities will address, as appropriate, issues of
domestic violence, intimate partner and dating violence, and the description is thorough and
feasible.

« The applicant provides evidence of initial consultation with domestic violence experts to assist in
the development of appropriate protocols tailored to the program,

» The applicant demonstrates that they have or will have collaborative partnerships with providers
of domestic violence services that will provide support throughout the duration of the program,
including a process for service referrals.

« The applicant describes how they will develop strategies to help prevent, detect, and respond to
child maltreatment among program participants.

« The applicant's description of how they will ensure staff familiarity with their state's requirements
for child abuse and neglect is clear, reasonable, and feasible.
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ORGANIZATIONAL CAPACITY AND EXPERIENCE oo Maximum Points: 20

The applicant's organizational capacity and experience to adequately develop and manage a New
Pathways responsible fatherhood program will be reviewed and assessed using the following
criteria,

0-20 points for the extent to which the applicant:

« Demonstrates the organizational capacity necessary to oversee federal grants through a
description of the organization's fiscal controls, and an explanation of the organization's
governance structure, including:

» a clear description of its financial management expetience, and provides evidence of an
adequate records system that will allow for effective control over and accountability for
funds; and

e an organizational chart that demonstrates the relationship between all positions (including
consultants and/or sub-contractors) to be funded through this grant.

« Demonstrates its current capability to organize and operate the proposed project effectively and
efficiently.

o Clearly describes the organization's relevant experience, including previous accomplishments in
providing specific services and activities in relevant areas, including promoting responsible
fatherhood/improving relationships and/or promoting healthy marriage, implementing
high-quality and effective economic stability and mobility employment programs, and addressing
domestic violence and child maltreatment.

e Describes the experience and previous accomplishments of program partners in relevant areas.

Maximum Points: 15

The applicant's plan and capacity to manage proper data collection, documentation, and
reporting (including internal accountability and a plan for monitoring performance) and the
applicant's plan and capacity to conduct a local evaluation in collaboration with an independent
local evaluator (and other measures) will be reviewed and assessed by the criteria listed under
each of the following sections.

Commitments to Data and Evaluation

0 or 3 points for the extent to which the applicant's plan addresses the following three commitment
agreements, Applicants that do not positively affirm all of the following three commitment agreements
will not receive any of the 3 points available for this area. No partial points will be awarded.

o The applicant affirms a commitment to document, store, and report on performance using the full
set of uniform measures to be provided by ACF and using nFORM and the ACASI on-line
applicant characteristics and pre- and post-tests; .

« The applicant affirms a commitment to conduct a local evaluation; and

o The applicant affirms a commitment to participate in all aspects of any federally
sponsored evaluation as a condition of acceptance of funding, and indicates that they will be
responsible for ensuring that partnering organizations also comply with the condition of award, as
described in the FOA,

After assessing the minimum threshold, all applicants' plan, strategy, and capacity to address the
performance measurement data and local evaluation requirements adequately will be reviewed
and assessed using the following criteria.
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0-12 points (applied to Performance Measurement Data and Local Evaluation combined) for the extent
to which:

Performance Measurement Data

o The applicant sufficiently describes comprehensive processes planned or in place to collect data
in a uniform, systematic manner while maintaining participant privacy.

o The applicant’s plan is consistent with the scope of the data collection effort. Further, the
applicant satisfactorily addresses all components as described in the FOA with regard to:

o staff readiness;

« the process for whether and how partners will be involved in performance measures data
collection and storage, and reporting; and

» a rigorous process for completing applicant characteristics and pre- and post-tests.

« The applicant provides sufficient detail about the staffing, training, and resources to monitor and
report on all components described in Section IV.2 Project Description, Program Performance
Evaluation Plan components.

« The applicant describes a complete process to-date, and intended process in the future, of
consultation with key stakeholders, including community stakeholders, in developing the
performance management data collection plan, ‘

« The applicant indicates tasks that are consistent with the goals of the planning period, including
efforts that will improve the quality of the performance measurement data.

Local Evaluation Plan

« The applicant proposes a local evaluation plan with adequate detail on how the local evaluation
will accomplish a successful study related to a specific research question(s) that is consistent with
all components described in Section IV.2 Project Description, Funded Activities Evaluation Plan.

» The applicant’s plan sufficiently describes the research-question(s), research design, sample and
sample size, and data collection (including measures) that is consistent with all components
described in Section IV.2 Project Description, Funded Activities Evaluation Plan.

» The applicant satisfactorily describes plans for training data collectors, and for regularly
reviewing submitted data to assess and swiftly address problems.

« The applicant’s plan clearly describes how the local evaluation, as designed, will inform future
programming and expand the evidence base, how analyses of data will clearly support final
reported results, and describes targets for dissemination,

« The applicant indicates tasks that are consistent with the goals of the planning period, including
efforts that will improve the quality of the local evaluation.

o The applicant addresses all components related to a local evaluator, including a signed letter of
agreement with a local evaluator to conduct the local evaluation independently. The letter from
the evaluator clearly indicates an understanding of potential federal evaluation and need for IRB
oversight. '

« The applicant includes a sound plan for securing informed consent (where appropriate) and
working with an IRB for approval of the proposed design and processes. The applicant names the
specific IRB to which it expects to apply.

« The applicant’s local evaluation plan documents sufficient existing and planned input from
partners that is consistent with all components described in Section IV.2 Praject Description,
Funded Activities Evaluation Plan.

PROGRAM MANAGEMENT AND STAFFING .-

. Maximum Points: 15
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The applicant's capacity and experience to adequately develop, oversee, manage, staff, and

comply with all aspects of a New Pathways responsible fatherhood program will be reviewed and

assessed using the following criteria.

0-15 points for the extent to which:

o The applicant's project management approach clearly describes the intended leadership structure

and lines of accountability, and identifies a dedicated project director.

e Proposed senior staff has documented experience with project leadership and decision-making
processes.

« The applicant identifies each key staff position, including those responsible for direct project
oversight (including oversight of partners), management, implementation, and performance

assessments of the proposed project. The applicant notes if any positions are vacant, includes job

descriptions for vacant positions, and proposes a reasonable and clear approach to filling them,
o The applicant includes detailed information about collaborations, partnerships, and MOUs or
third-party Agreements (or letter of intent, if applicable, and as described in the FOA) with

organizations and stakeholders that the applicant indicates will be responsible for aspects of the

program, will serve as sources of participant recruitment, or will provide services to program
participants on a referral basis.

e The applicant’s proposed staffing plan demonstrates a sound relationship between the expertise
required for key positions and the educational and professional qualifications of the proposed
staff, and includes resumes of key staff and consultants which correspond to the organizational
chart.

e The applicant includes a written statement regarding its understanding of all
unallowable activities under this grant, such as using funds for abstinence education programs,

non-programmatic capacity-building, train-the-trainer programs, and no fee-for-service provision.

The statement(s) confirms the applicant’s commitment not to provide any unallowable activities

under this funding,

e The applicant demonstrates an understanding of the non-supplantation provision under this FOA

and includes a written statement to comply with the provision.

The applicant's line-item budget and budget justification will be reviewed and assessed for
thoroughness, soundness, and accountability under the following criteria.

0-15 points for the extent to which:
General

« The applicant includes a budget and line-item justifications for all operating expenses that are
consistent with the proposed project objectives and activities. The narrative budget justification

clearly states how each line item will be utilized. The applicant provides information about how

the funds will be allocated among the program components proposed, including all required

items, such as travel to attend the entrance conference and biennial meetings in Washington, DC,

and any roundtable meetings.
« The applicant’s project costs are allowable, reasonable, allocable, necessary, and are

commensurate with the types and range of activities and services to be conducted, the number of

participants to be served, and the expected goals and objectives.
o The applicant describes a plan for overall fiscal management, including internal and third-party

financial monitoring systems that demonstrate structure and accountability for applicant and any

sub-contractors.

Performance Measurement Data
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o The applicant’s budget is consistent with the proposed plan for the grantee itself as well as
for partner agency(ies), evaluators, and others’ involvement in performance measure data-
collection and/or storage and/or reporting.

« For the ACASI online pre- and post-test survey, the applicant’s budget adequately reflects
purchase of computers or tablets appropriate to the technical requirements for the online survey
and communication with the identified MIS system.

e With regard to nFORM, the applicant’s budget reflects appropriate costs for staffing,
qualifications, and essential initial and maintenance training.

« The applicant’s budget reflects appropriate costs for staffing, training, and resources to monitor

and report.
o The applicant’s budget allocates adequate funding for costs related to all planning period tasks

associated with performance measurement data.

Local Evaluation Plan

« The applicant’s budget for the local evaluation is cleatly detailed, with costs identified for
staffing and sub-contract agreements and other direct costs that are consistent with the identified

plan and timeline.
e The applicant’s budget allocates funding for local evaluation in accordance with the level of

federal funds being requested and for costs related to all planning period tasks associated with the
local evaluation,
Subsidized Employment

In addition to the above criteria, applicants that propose to include subsidized employment
services will also have their line-item budget and budget justification reviewed and assessed under

the following criterion:

« The applicant clearly outlines in the budget and budget narrative the financial obligations of both
the applicant and the employer(s).

Impact Evaluation

0 or 5 points:

The following criteria will be applied to applicants that propose local impact evaluations with a
RCT. Only those applicants meeting all criteria will receive bonus points. There will be no award of
partial points, '

(1) RCT-relevant research question(s). The applicant’s research question(s) proposed is appropriate
for an RCT-design study.

(2) Random assignment.

(a) Method/timing of random assignment. The applicant describes an appropriate method and
timing for how and when random assignment will be conducted, and how it will be monitored so
that those assigned to specific comparison groups do not receive program services during the
designated research period.

(b) Comparability of research groups. The applicant describes appropriate methods to
determine/monitor the comparability of the research groups.

(3) Sample.

(a) Unit of analysis and target population(s). The applicant states the unit of analysis (e.g.,
non-residential father, unmarried couple). The applicant describes the target population(s) for their

research project and whether the population(s) differs from those who will be served by the grant in
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general.

(b) Sample size. The applicant states the intended sample size (overall and by year), the estimated
attrition, and the anticipated size of the final sample to be used for analyses. The applicant presents
a satisfactory power analysis, demonstrating that proposed sample sizes will be able to detect
expected effect sizes for the outcomes targeted.

(c) Methods to promote sufficient program participation. The applicant describes appropriate
methods to ensure that sufficient sample is recruited, enrolls, and participates in the program.

V.2. Review and Selection Process

No grant award will be made under this announcement on the basis of an incomplete application. No
grant award will be made to an applicant or sub-recipient that does not have a DUNS number
(www.dbn.com) and an active registration at SAM (www.sam.gov). See Section I11.3, Other.

Initial ACF Screening

Each application will be screened to determine whether it meets any of the disqualification factors
described in Section 111.3.Other, Application Disqualification Factors.

Disqualified applications are considered to be “non-responsive” and are excluded from the competitive
review process. Applicants will be notified of a disqualification determination by email or by USPS postal
mail within 30 federal business days from the closing date of this funding opportunity announcement.

Objective Review and Results

Applications competing for financial assistance will be reviewed and evaluated by objective review panels
using only the criteria described in Section V.1. Criteria of this announcement. Each panel is composed of
experts with knowledge and experience in the area under review. Generally, review panels include three -
reviewers and one chairperson.

Results of the competitive objective review are taken into consideration by ACF in the selection of
projects for funding; however, objective review scores and rankings are not binding. Scores and rankings
are only one element used in the award decision-making process.

ACF may elect not to fund applicants with management or financial problems that would indicate an
inability to successfully complete the proposed project. Applications may be funded in whole or in part.
Successful applicants may be funded at an amount lower than that requested. ACF reserves the right to
consider preferences to fund organizations serving emerging, unserved, or under-served populations,
including those populations located in pockets of poverty. ACF will also consider the geographic
distribution of federal funds in its award decisions.

Please refer to Section IV.2. of this announcement for information on non-federal reviewers in the review
process.

Approved but Unfunded Applications

Applications recommended for approval that were not funded under the competition because of the lack of
available funds may be held over by ACF and reconsidered in a subsequent review cycle if a future
competition under the program area is planned. These applications will be held over for a period of up to
one year and will be re-competed for funding with all other competing applications in the next available
review cycle, For those applications that have been deemed as approved but unfunded, notice will be

530f 70




given of such determination by postal mail.

V.3. Anticipated Announcement and Award Dates

Announcement of awards and the disposition of applications will be provided to applicants at a later date.

VI.1. Award Notices

Successful applicants will be notified through the issuance of a Notice of Award (NoA) that sets forth the
amount of funds granted, the terms and conditions of the grant, the effective date of the grant, the budget
period for which initial support will be given, the non-federal share to be provided (if applicable), and the
total project period for which support is contemplated. The NoA will be signed by the Grants Officer and
transmitted via postal mail, email, or by GrantSolutions.gov or the Head Start Enterprise System (HSES),
whichever is relevant. Following the finalization of funding decisions, organizations whose applications
will not be funded will be notified by letter signed by the cognizant Program Office head. Any other
correspondence that announces to a Principal Investigator, or a Project Director, that an application was
selected is not an authorization to begin performance.

Project costs that are incurted prior to the receipt of the NoA are at the recipient's risk and may be
reimbursed only to the extent that they are considered allowable as approved pre-award costs. Information
on allowable pre-award costs and the time period under which they may be incurred is available in Section
1V.5. Funding Restrictions.

V1.2. Administrative and National Policy Requirements

Awards issued under this announcement are subject to 45 CFR Part 75 - Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for HHS Awards. The Code of Federal
Regulations (CFR) is available at http://www.gpo.gov.

An application funded with the release of federal funds through a grant award does not constitute, or
imply, compliance with federal regulations. Funded organizations are responsible for ensuring that their
activities comply with all applicable federal regulations.

Prohibition Against Profit

Grantees are subject to the limitations set forth in 45 CFR § 75.215, Special provisions for awards to
commercial organizations as recipients (45 CFR § 75.215(b)_Prohibition against profit.), which states
that, "...no HHS funds may be paid as profit to any recipient even if the recipient is a commercial
organization, Profit is any amount in excess of allowable direct and indirect costs."

Equal Treatment for Faith-Based Organizations

Grantees are also subject to the requirements of 45 CFR § 87.1(c), Equal Treatment for Faith-Based
Organizations, which says, "Organizations that receive direct financial assistance from the [Health and
Human Services] Department under any Department program may not engage in inherently rellglous
activities such as worship, religious instruction, or proselytization, as part of the programs or services
funded with direct financial assistance from the Department." Therefore, organizations must take steps to
completely separate the presentation of any program with religious content from the presentation of the
Federally funded program by time or location in such a way that it is clear that the two programs are
separate and distinct, If separating the two programs by time but presenting them in the same location, one
program must completely end before the other program begins.

54 of 70




A faith-based organization receiving HHS funds retains its independence from federal, state, and local
governments, and may continue to carry out its mission, including the definition, practice, and expression
of its religious beliefs. For example, a faith-based organization may use space in its facilities to provide
secular programs or services funded with federal funds without removing religious art, icons, scriptures, or
other religious symbols. In addition, a faith-based organization that receives federal funds retains its
authority over its internal governance, and it may retain religious terms in its organization's name, select its
board members on a religious basis, and include religious references in its organization's mission
statements and other governing documents in accordance with all program requirements, statutes, and
other applicable requirements governing the conduct of HHS-funded activities.

Regulations pertaining to the Equal Treatment for Faith-Based Organizations, which includes the
prohibition against federal funding of inherently religious activities, Understanding the Regulations
Related to the Faith-Based and Neighborhood Partnerships Initiative" are available at http://www.hh
s.gov/ pattner ships /about/r egulations/. Additional information, resources, and tools for faith-based
organizations is available through The Center for Faith-based and Neighborhood Partnerships website at
http://www.hhs.gov/ partnerships/ index.html and at the https://www.acf.hhs.gov /progra ms/ocs
/resource/capacity- building- toolkits-for- faith-based-and -community- organizations,

Award Term and Condition under the Trafficking Victims Protection Act of 2000

Awards issued under this announcement are subject to the requirements of Section 106 (g) of the
Trafficking Victims Protection Act of 2000, as amended (22 U.S.C. § 7104). For the full text of the award
term, go to http://www.acf.hhs.gov / grants/ award-term- and- condition -for-trafficking- in-persons, If you
are unable to access this link, please contact the Grants Management Contact identified in Section VII
Agency Contacts of this announcement to obtain a copy of the term,

Requirements for Drug-Free Workplace

The Drug-Free Workplace Act of 1988 (41 U.S.C. §§ 8101-8106) requires that all organizations receiving
grants from any federal agency agree to maintain a drug-free workplace. By signing the application, the
Authorizing Official agrees that the grantee will provide a drug-free workplace and will comply with the
requirement to notify ACF if an employee is convicted of violating a criminal drug statute, Failure to
comply with these requirements may be cause for debarment. Government-wide requirements for
Drug-Free Workplace for Financial Assistance are found in 2 CFR Part 182; HHS implementing
regulations are set forth in 2 CFR § 382.400. All recipients of ACF grant funds must comply with the
requirements in Subpart B - Requirements for Recipients Other Than Individuals, 2 CFR § 382.225. The
rule is available at http://www.gpo.gov /fdsys /pke/

CFR-2001-title45-voll/content-detail.html.

Debarment and Suspension

HHS regulations published in 2 CFR Part 376 implement the governmentwide debarment and suspension
system guidance (2 CFR Part 180) for HHS' non-procurement programs and activities, "Non-procurement
transactions" include, among other things, grants, cooperative agreements, scholarships, fellowships, and
loans, ACF implements the HHS Debarment and Suspension regulations as a term and condition of award.
Grantees may decide the method and frequency by which this determination is made and may check the
Excluded Parties List System (EPLS) located at https://www.s am.gov/, although checking the EPLS is
not required. More information is available at https://w ww.acf.hhs.gov/ grants-forms.

Pro-Children Act
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The Pro-Children Act of 2001, 20 U.S.C. §§ 7181 through 7184, imposes restrictions on smoking in
facilities where federally funded children's services are provided. HHS grants are subject to these
requirements only if they meet the Act's specified coverage. The Act specifies that smoking is prohibited
in any indoor facility (owned, leased, or contracted for) used for the routine or regular provision of
kindergarten, elementary, or secondary education or library services to children under the age of 18. In
addition, smoking is prohibited in any indoor facility or portion of a facility (owned, leased, or contracted
for) used for the routine or regular provision of federally funded health care, day care, or early childhood
development, including Head Start services to children under the age of 18. The statutory prohibition also
applies if such facilities are constructed, operated, or maintained with federal funds. The statute does not
apply to children's services provided in private residences, facilities funded solely by Medicare or
Medicaid funds, portions of facilities used for inpatient drug or alcohol treatment, or facilities where WIC
coupons are redeemed. Failure to comply with the provisions of the law may result in the imposition of a
civil monetary penalty of up to $1,000 per violation and/or the imposition of an administrative compliance
order on the responsible entity.

HHS Grants Policy Statement

The HHS Grants Policy Statement (HHS GPS) is the Department of Health and Human Services' single
policy guide for discretionary grants and cooperative agreements. ACF grant awards are subject to the
requirements of the HHS GPS, which covers basic grants processes, standard terms and conditions, and
points of contact, as well as important agency-specific requirements. Appendices to the HHS GPS include
a glossary of terms and a list of standard abbreviations for ease of reference. The general terms and
conditions in the HHS GPS will apply as indicated unless there are statutory, regulatory, or award-specific
requirements to the contrary that are specified in the Notice of Award (NOA). The HHS GPS is

available at https://www.acf.hhs.go v/

grants/ discretionary-competitive-grants.

Freedom of Information Act (FOIA)

Applications funded by federal grant programs are subject to disclosure under the Freedom of Information
Act (FOIA), 5 U.S.C. § 552. Such applications are frequently requested under the FOIA, consistent with
the FOIA’s requirement to proactively disclose frequently requested materials at 5 U.S.C. § 552(a)(2)(D).
Each released application will receive appropriate redaction of specific information to protect personal
privacy and competitively sensitive commercial information, Information on filing a FOIA request is
available at http://www.acf.hhs.gov/submit-a-foia-request. .

Award Term and Condition under Title VI of the Civil Rights Act of 1964

Recipients of federal financial assistance must not discriminate on the basis of race, color, national origin,
disability, age, and in some cases sex and religion, The HHS Office for Civil Rights provides guidance to
grantees in complying with civil rights laws that prohibit discrimination.
www.hhs.gov/ocr/civilrights/understanding/index.html.

HHS provides guidance to recipients of federal financial assistance on meeting the legal obligation to take
reasonable steps to provide meaningful access to persons with limited English proficiency.
www.hhs.gov/oct/civilrights/resources/laws/revisedlep html. Recipients must ensure their contractors and
sub-recipients also comply with federal civil rights laws,

Award Term and Condition for Unpaid Federal Tax Liability
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Grantees are subject to the requirement contained in Section 744 of the “Consolidated and Further
Continuing Appropriations Act, 2015,” (Pub.L. 113-235, Title VII, General Provisions —
Government-Wide), which says “None of the funds made available by this or any other Act may be used
to enter into a contract, memorandum of understanding, or cooperative agreement with, make a grant to, or
provide a loan or loan guarantee to, any corporation that has any unpaid Federal tax liability that has been
assessed, for which all judicial and administrative remedies have been exhausted or have lapsed, and that
is not being paid in a timely manner pursuant to an agreement with the authority responsible for collecting
the tax liability, where the awarding agency is aware of the unpaid tax liability, unless a Federal agency
has considered suspension or debarment of the corporation and has made a determination that this further
action is not necessary to protect the interests of the Government."

VI1.3. Reporting

Grantees under this funding opportunity announcement will be required to submit performance progress
and financial reports periodically throughout the project period. The frequency of required reporting is
listed later in this section.

Performance Progress Reports (PPR)

Notice of Award (NoA) documents will inform grantees of the appropriate performance progress report
form or format to use. Grantees should consult their Notice of Award documents to determine the
appropriate performance progress report format required under their award, Performance progress reports
are due 30 days after the end of the reporting period. Final program performance repotrts are due 90 days
after the close of the project period.

For awards that implement the use of the ACF-OGM-SF-PPR, the form is available under "Reporting,
Disclosures, and other Standard Forms" at http://www.acf hhs.gov/grants/forms#chapter-4.

Federal Financial Reports (FFR)

ACF grantees are required to use the SF-425 Federal Financial Report (FFR) for expenditure reporting. .
SF-425 reports will be due as frequently as is required in the terms and conditions of their award using due
dates from reports to PMS, The SF-269 is no longer accepted for expenditure reports. If an SF-269 is
submitted, the ACF will return it and require the recipient to complete the SF-425,

All expenditure reports will be due on one of the standard due dates by which cash reporting is required to
be submitted to PMS or at the end of a calendar quarter as determined by ACF. As a result, a recipient that
receives awards from more than one federal program may be subject to more than one approach, but will
not be required to change its current means of submission or be subjected to more than eight standard due
dates. A final cumulative SF-425 is due 90 days after the close of the project period.

For budget periods ending in the The FFR (SF425) is due to ACF
months of: on:

January 01 - March 31 April 30

April 01 - June 30 July 30

July 01 - September 30 October 30

October 01 - December 31 January 30

The SF-425 form in Adobe PDF and MS-Excel formats, along with instructions, is available at
http://www.whitehouse.gov/omb/ grants forms.

For planning purposes, ACF reporting periods for awards made under this announcement are as follows:
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Performance Progress Reports: Quarterly
Financial Reports: Quarterly

Federal Financial Accountability and Transparency Act (FFATA) Subaward and Executive
Compensation

Awards issued as a result of this funding opportunity may be subject to the Transparency Act subaward
and executive compensation reporting requirements of 2 CFR Part 170, See ACF's Award Term for
Federal Financial Accountability and Transparency Act (FFATA) Subaward and Executive Compensation
Reporting Requirement implementing this requirement and additional award applicability information at
https:// www.acf.hhs.gov/ grants/ discretionary-competitive-grants.

Tangible Property Report (SF-428)

All ACF grantees are required to submit the Tangible Personal Property Form (SF-428). The

SF-428 is a standard form used to collect information related to tangible personal property: equipment

with a unit cost of $5,000 or more, and residual supplies with an aggregate fair market value exceeding
$5,000. The form consists of the cover sheet and three attachments to be used as required by the terms
and conditions of the award: Annual Report; Final Report and a Disposition Request. A Supplemental
Sheet, SF-428S, may be used to provide detailed individual item information. The form

is available at http:// www.whitehouse.gov/ omb/ grants_forms,

Real Property Status Report (SF-429)

All ACF grantees are required to submit the Real Property Status Report SF-429, if applicable. The
SF-429 is a standard report to be used by recipients of federal financial assistance to report real property
status or to request agency instructions on real property that is provided as Government Furnished
Property (GFP) or acquired (i.e., purchased, constructed, or renovated) in whole or in part under a Notice
of Award. This form consists of the cover sheet and three attachments to be used as frequently as required
in the terms and conditions of the award: General reporting (SF-429A, Attachment A), Request to
Acquire, Improve or Furnish (SF-429B, Attachment B), or Disposition or Encumberance Request
(SF-429C, Attachment C). The forms are available at http:// www.whitehouse.gov/ omb/ grants forms.

Quarterly Performance Reports (QPR)

In addition to PPRs, grantees will be required to submit quarterly progtess reports (to alternate with
PPRs — that is, a QPR after month 3, a PPR after month 6, a QPR after month 9, and a PPR after month
12). Further information may be found at www.famlecross-site.info, '

Note: Consistent with the Paperwork Reduction Act of 1995, 44 US.C, §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor — and a person is not required to respond to - a collection of information
covered by such Act, unless it displays a curvently valid OMB control number. OFA is seeking approval
of its performance measures through the OMB Office of Information and Regulatory Affairs (OIRA). OFA
will not request this information if these performance measures are not approved at the time that reports
are due.

Program Office Contact

Tanya Howell
Administration for Children and Families
Office of Family Assistance
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Aerospace Building

901 D St. SW

Washington, DC 20024

Phone: (202) 205-8714

Email: Tanya,Howell@acf.hhs.gov

Office of Grants Management Contact

Tim Chappelle

Administration for Children and Families
Office of Grants Management
Aerospace Building

901 D St. SW

Washington, DC 20024

Phone: (202) 401-4855

Email: Tim.Chappelle@acf.hhs.gov

Federal Relay Service:

Hearing-impaired and speech-impaired callers may contact the Federal Relay Service for assistance at
1-800-877-8339 (TTY - Text Telephone or ASCII - American Standard Code For Information
Interchange).

Reference Websites

U.S. Department of Health and Human Services (HHS) http://www.hhs.gov/.

HHS Grants Forecast http://www.acf.hhs.gov/ hhsgrantsforecast/index.cfin.

Administration for Children and Families (ACF) http://www.acf.hhs.gov/,

ACF Grants Homepage https://www.acf.hhs.gov/ grants.

ACF Funding Opportunities hitp://www.acf.hhs.gov/grants/open/foa/.

ACF "How to Apply for a Grant" https://www.acf. hhs.gov/ grants/ how-to-apply-for-grants,

Catalog of Federal Domestic Assistance (CFDA) h;tpé://www.cfda.gov/.

For submission of a paper format application, all required Standard Forms (SF), assurances, and
certifications are available on the ACF Grants-Forms page at
https://www. acf.hhs.gov/grants-forms.

Standard grant forms are available at the Grants.gov Forms Repository webpage at hitp:/
www.grants.gov/web/ grants/forms/sf-424- family.html.

For information regarding accessibility issues, visit the Grants.gov Accessibility Compliance Page at
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http://wwwO7.grants.gov/ web/ grants/ support/ technical-support/
accessibility-compliance.html.

Code of Federal Regulations (CFR) http://www.gpo.gov/fdsys/.
The Federal Register https://www.federalregister.gov/,
United States Code (U.S.C.) http://www.gpo.gov/fdsys/,

ADDITIONAL RESOURCES

The following are additional resources that may be useful to applicants and grantees as they design and
implement their programs. Applicants and grantees are not required to use these resources.

Local Evaluation

The Fatherhood and Marriage Local Evaluation (FaMLE) and Cross-Site Project’s website, which has
resources for developing programming and local evaluation plans: http://www.famlecross-site.info

Webinar Series

ACF expects to conduct a series of webinars on all Healthy Marriage and Responsible Fatherhood FOAs
within 15 business days from the date the FOAs are published. Applicants are encouraged check the
Healthy Marriage and Responsible Fatherhood website at https:// hmrf.acf. hhs. gov/ for more information
on dates, times, and webinar registration.

Webinars are also expected to be conducted to discuss performance measure requirements, the

nFORM Management Information System, and local evaluation requirements. Also, a webinar describing
two federal evaluations (Building Bridges and Bonds, or B3; and Strengthening Relationship Education
and Marriage Services, or STREAMS) will be conducted. Applicants are encouraged to check the website
www.famlecross-site.info for more information on dates, times, and webinar registration. Webinars wil
be archived on this website for those who cannot attend. ‘

Employment and Economic Stability Resources

To assist in the development of comprehensive employment strategies for project participants, ACF
developed the Within Reach: Strategies for Improving Family Economic Stability toolkit, which provides a
360-degree conceptual model for helping low-skill, disadvantaged populations access employment
opportunities and suppottive services that build toward greater economic self-sufficiency (https:/hmrf.acf
hhs.gov/toolkits-and-trainings/within-reach-strategies-for-improving-family-economic-stability/).

Building Financial Capability

ACPF’s Office of Community Services resource guide, Building Financial Capability: A Planning Guide
for Integrated Services, is an interactive guide for community-based organizations interested in integrating
financial capability services into existing programs. The interactive tools in the guide walks organizations
step-by-step through the process of developing an integration plan, beginning with developing a deeper
understanding of clients’ financial citcumstances and which financial capability services can help them
improve their situations, The guide also includes tools to help organizations determine how best to provide
financial capability services—whether through referrals, partnerships, or in-house, The final step in the
process is the creation of a logic model that serves as a comprehensive roadmap for implementing the
integration plan. Building Financial Capability is a practical resource for organizations providing financial
capability services for the first time as well as those that want to improve or expand existing efforts.

http:/ /www. acf.hhs. gov/prog rams/ ocs/resource /afi-resource ;~guide- ;building-f inancial-¢ ;apabi
lity .
Responsible Fatherhood and Healthy Marriage Resources

National Responsible Fatherhood Clearinghouse: hitp://www.fatherhood.gov/
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Curriculum

Frequently used Responsible Fatherhood curricula have been reviewed, categorized, and summarized on
this website: http://hmefeurriculum.acf.hhs.gov/.

Domestic Violence Resources

National Hotlines - Free and confidential help is available for victims of domestic violence 24 hours a day.
The following hotlines can help victims of domestic violence and sexual violence find support and
assistance in their communities:

¢ Natjonal Domestic Violence Hotline — 1-800-799-7233
e National Dating Abuse Helpline — 1-866-331-9474
¢ National Sexual Assault Hotline (RAINN) — 1-800-656-4673

Domestic Violence Coalitions

Each state, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Guam, the Commonwealth of
the Northern Mariana Islands, and American Samoa have a Family Violence Prevention and Services Act
(FVPSA) funded Domestic Violence Coalition. These coalitions are connected to more than 2,000 local
domestic violence programs receiving FVPSA funding across the country. Every coalition provides
comprehensive training and technical assistance on a variety of social, legal, and economic issues that
affect victims’ safety and well-being. Coalitions partner with government, private industry, non-profit
organizations, faith-based communities, and other stakeholders to effectively coordinate and improve the
safety-net of services available to victims and their dependents.

Additional information about FVPSA funded domestic violence coalitions can be found at: http:// www
.acf.hhs.gov/ programs/f ysb/ resource/ dvcoalitions,

Application Checklist

Applicants may use the checklist below as a guide when preparing your application package.

1

What to Submit Where Found When to Submit |
SF-LLL - Disclosure of Lobbying || "Disclosure Form to Report If submiséidn of thi.s‘f.'of‘m ié H
Activities Lobbying" is referenced in applicable, it is due at the time

Section IV.2, Required Forms, of application.

Assurances, and Certifications.  ||If it not available at the time
of application, it may also be
submitted prior to the

award of a grant.

For electronic application
submission, this form is available
on

the FOA's

Grants,gov "Download
Opportunity Instructions and
Application"

page under "Download
Application Package" in the
section entitled, "Optional."

The form is available in the
electronic application kit at
Grants.gov

and at http://www.grants.gov/
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Protection of Human Subjects

Assurance Identification / IRB
Certification / Declaration of
Exemption (Common Rule)

SF -424A - Budget Infortﬁation -

Non- Construction Programs

and

SF-424B - Assurances - Non-
Construction Programs

web/ grants/ forms.html by using
the link to "SF-424 Family."

If applicable, submission of this
form is required if any 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 this commitment providing
for the United States to insure or
guarantee a loan.

Référenced in Section IV.2.

Forms, Assurances, and
Certifications.,

Additional information and
necessary forms are available at

http://www.hhs.gov/ ohrp/ assur
ances/ forms/ index.html,

For electronic application
submission, this form is available
on the FOA's Grants.gov
"Download Opportunity
Instructions and Application"”
page under "Download
Application Package" in the
section entitled, "Optional,"

The form is also available at http
J// www. grants. gov/ web/ grants

/forms.html

by using the link to "SF-424
Family."

Referenced in Section IV.2,
Required Forms, Assurances,
and Certifications.

For electronic application
submission, these forms are
available on the FOA's
Grants.gov "Download
Opportunity Instructions and

Submission of the required

information and forms is
due with the application
package

by the due date listed in the
Overview

and Section IV.3. Submission
Dates and Times. If the
information is not

available at the time of
application, it must be

submitted prior to the award of

a grant.

Submission is due by the
application due date found in
the Overview and in Section
1V.3. Submission Dates and
Times.
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Certification Regarding Lobbying
(Grants.gov Lobbying Form)

SF-424A Budget Information -
Non-Construction Programs /
SF-424B Assurances -
Non-Construction Programs

and

SF-424C - Budget
Information Construction
Programs / SF-424D -
Assurances Construction
Programs

Application" page under
"Download Application
Package" in the section entitled,
"Mandatory."

Also available at
http://www.grants.gov/ web/

grants/ forms.html by

using the link to "SF-424
Family."

These forms are required for
applications under this FOA:

e Projects that include only
non-construction activities
must submit the SF-424A
and SF-424B, along with
the SF-424 and SF-P/PSL.

Referevlvlced‘ in Seéﬁoh I V.2. ”

Required
Forms, Assurances, and
Certifications.

For electronic application
submission, these forms are
available

on the FOA's Grants.gov page
under the ‘
"Application Package" tab

in the section

entitled, "Mandatory."

Available at http://www, grants
.eov/ web/ grants/ forms. html
by using the link to "SF-424
Family."

Referenced in Section IV.2.
Required Forms, Assurances,
and Certifications.

For electronic application
submission, these forms are
available on the FOA's
Grants.gov "Download
Opportunity Instructions and
Application" page under
"Download Application
Package" in the section

Submission is due with the
application package. If it is not
submitted with the application
package, it must be

submitted prior
to the award of a grant,

Submission is due by the
application due date found in
the Overview and in Section
1V.3. Submission Dates and
Times.
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SF-Project/Péffbfﬁlancé Site
Location(s) (SF-P/PSL)

DUNS Number (Universal

Identifier) and Systems for
Award Management (SAM)
registration,

SF¥424 - Application for Federal
Assistance

entitled, "Mandatory."

Also available at http://www.
grants.gov/ web/ grants/ forms
:html

by using the link to "SF-424
Family."

These forms are required for
applications under this FOA:

» Projects that include
non-construction and
construction
activities must submit the
SF-424A, B, C,and D,
along with the
SF-424 and SF-P/PSL.

Referenced in Section
1V.2. Required Forms,
Assurances, and Certifications.

For electronic application
submission, these forms are
available on the

FOA's Grants.gov "Download
Opportunity Instructions and
Application" page

under "Download Application
Package" in the section
entitled, "Mandatory."

Also available at http://www
erants.gov/web/ grants/ forms
html

by using the link to "SF-424
Family."

Referenced in Secfion I3,

Other in the announcement,
To obtain a DUNS number, go to
http://fedgov.dnb.com/webform,

To register at SAM, go to http
J/IWWw.sam.gov,

Referenced in Section
1V.2. Required Forms,
Assurances, and Certifications.

For electronic application
athmiccinn thece farme are

Submission is due by the
application due date found in
the

Overview and in Section 1IV.3.

Submission Dates and Times.

A DUNS nﬁtﬁber“ah‘d |
registration at SAM.gov are
required for all applicants.

Active registration at SAM
must be maintained
throughout the application
and project award period.

Submiséion IS due by- the
application due date found in
the

Overview and in Section 1V.3.

Submission Dates and Times.
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Table of Contents

Project Summary/Abstract
The Project Description
YO‘bjectives and Need for
Assistance

Outcomes Expected

Approach :

Project Timeline and Milestones

available on the

FOA's Grants.gov "Download
Opportunity Instructions and
Application" page

under "Download Application
Package" in the section
entitled, "Mandatory."

Also available at http://www
erants.gov/web/ grants/ forms
html

by using the link to "SF-424
Family."

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description. The Project
Summary/Abstract is limited to
one single-spaced page.

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description.

Referenced in Sécfion I V2 Thé

Project Description.

Referenced in Séction IV.2. The
Project Description.

Referenced in Section IV.2, The

Project Description.

Do not attach required
application elements or
additional

pages to the SF-424

at Questions 14 or 15!

See Section 1V.2, Formatfing
ACF Applications.

Submit with the application by

the due date found in the

Overview and in Section IV.3.
Submission Dates and Times.

Submission 1s due by the |
application due date found in
the

Overview and in Section 1IV.3,
Submission Dates and Times.

Submission is due by the

application due date found in

the Overview and in Section
1V.3. Submission Dates and
Times,

Submission due by the
application due date found in
Overview and Section IV.3.

Submission due by the
application due date found in
Overview and Section IV 3.

Submit with the application by

the due date found in the
Overview and in Section IV.3

Submission Dates and Times.

Submission due by the
application due date found in
Overview and Section IV. 3.

.
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Program Performance Evaluation
Plan

Funded Activities Evaluation Plan

Ploofof Non-Profit Status |

Additional Eligibility
Documentation

Logic Mociel

Organizational Capacity

The Project Budget and Budget
Justification

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Praject Description,

Legal Status of Applicant Entity.

Referenced in Section IV.2, The

Project Description.

Reférenced in Section I V. 2 T he

Project Description.

Refercnced in Section IV.2. The

Project Description.,

Réféfencéd iﬁvéection I V 2The |

Project Budget and Budget
Justification of the
announcement,

Submit with the application by
the due date found in the
Overview and in Section IV.3.
Submission Dates and Times.

Submit with the application by

, the due date found in the

Overview and in Section IV. 3.
Submission Dates and Times.

Proof of non-profit status
should be submitted with the
application

package by the due date listed
in the Overview and Section
V.3,

Submission Dates and Times.
If it is not available at the time
of

application submission, it
must be submitted prior to the
award of a grant.

>Sub‘miss‘i01‘1 due b& .the

application due date found
in Overview and Section IV.3.

Submission is due with the
application package by the
application due date found in
the Overview and in

Section IV.3. Submission
Dates and Times.

Submission due by the
application due date found in
Overview and Section IV.3.

Submission is required in
addition to submission of
SFE-424A or SF-424C,

It must be submitted with the
application package by the due
date in the Overview and in
Section IV.3. Submission
Dates and Times.
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Geographic Location Referenced in Section IV.2. The ||Submission due by the
Project Description, application due date found in
Overview and Section IV.3.

Written Assurances and Referenced in Section Submit with the application by

Certifications regarding Use of 1V.2. Required Forms, the due date found in the

Funds, Data and Local Assurances, and Certifications, || Overview and in Section IV.3.

Evaluation, Federal Evaluation, Additional Assurances and || Submission Dates and Times.

Non-Supplanting, and Voluntary || Certifications.

Participation

Third-Party Agreements (also, Referenced in Section IV.2. If available, submission is due

MOUs and Consortia Project Description, by the application due date

Agreements) found in the Overview and in
Section IV.3.

If not available at the time of
application submission,
due by the time of award.

Resumes Referenced in Section IV.2. The || Submission due by the
Project Description. application due date found in
Overview and Section IV.3.

Protection of Sensitive and/or Referenced in Section IV.2. The || Submission due by the
Confidential Information Project Description. application due date found in
Overview and Section IV.3.

Letter(s) of Agreement with local ||Referenced in Section IV.2. The || Submit with the application by
evaluator Project Description. the due date found in the
Overview and in Section IV.3.
Submission Dates and Times.

Indirect Cost Rate Agreement Referenced in Section IV.2. The ||If the IDR is available by the
(IDR) Project Budget and Budget application due date, it must
Justification. be
The IDR must be submitted with || submitted with the application
the application package. package. If it is not available
by the application

due date, listed in the
Overview and Section IV. 3.
Submission Dates and
Times, it may be submitted
prior to the award of a grant.

Job Descriptions Referenced in Section IV.2. The || Submission due by the
Project Description. application due date found in
Overview and Section IV.3.
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Plan for Oversight of Federal Referenced in Section IV.2. The Submissioﬁ due by the
Award Funds Project Description. application due date found in
Overview and Section IV. 3.

Project Sustainability Plan Referenced in Section IV.2. The Submission is due by the
Project Description. application due date found in
the

Overview and in Section IV.3.
Submission Dates and Times.

Standards for Grantee-level, Independent Evaluation Plans (to be developed during Planning
Period, after Award)

Note: Consistent with the Paperwork Reduction Act of 1995, 44 US.C. §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor and a person is not required to respond to - a collection of information
covered by such Act, unless it displays a currently valid OMB control number. OFA is seeking approval of
a local evaluation descriptive template through the OMB Office of Information and Regulatory Affairs
(OIRA). OFA will not request this information if this template is not approved at the time that reports are
due.

During the planning period, grantees and their local evaluators are required to work with ACF to refine,
improve, pilot (if possible), and make necessary changes to the evaluation design/methods. A final
evaluation design will be drafted and proposed during this planning period. This Appendix specifies the
minimum areas that will be addressed with each evaluation design after award.

(1) Research question(s). State the research question(s) with specificity, including the outcomes (such as
program implementation features or participant outcomes) to be studied to answer the research question.-

(2) Background. Describe previous literature or existing research that informs your research questlons
and how your project will expand the evidence-base.

(3) Relation to program logic model (i.e., why a program would create the change it expects). Link the
research question(s) (and the implementation features and/or participant outcomes) to the logic model and
the theory of change proposed for the program,

(4) Hypotheses. State the hypothesized result(s) of the evaluation (pair each hypothesis with a specific
research question), and briefly describe why these results are anticipated.

(5) Research design. Describe the research design proposed to answer the research question(s). Justify
why the proposed research design is best suited to answer the research question(s). If the design will
include a program and control or companson group(s), specify how the group(s) will be formed or
selected and differentiate the progtamming for which each will be eligible. If multiple waves of data
collection will be conducted, describe the timing of these waves (when naming follow-up periods, specify
whether the follow-up period will be post-baseline or post-program completion). Performance measures
may be considered part of your data collection plan. Also describe how respondents will be tracked over
time for later data collection.

(6) Methods to develop research groups (if two (or more) groups will not be compared, this issue does
not need to be addressed,) The control/comparison group and the program/treatment group should be
assigned at random or matched on key characteristics.

(@) Random assignment, If random assignment will be conducted, describe how and when random
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assignment will be conducted. Describe how random assignment will be monitored so that those
assigned to specific research groups do not cross-over. Describe methods to monitor the
comparability of the research groups.

(b) Comparison group. If a comparison group(s) will be created, describe how and when the
comparison group will be identified. Detail steps that will be taken to increase the likelihood that
participants in both the program/treatment and comparison groups of the project are similar, Describe
methods to monitor the comparability of the research groups.

(c) Other method(s). If another type of evaluation research design is proposed, such as a regression
discontinuity or a single case design, include an adequate description and justification that the
proposed design is the most rigorous design possible for addressing the questions of interest.

(7) Lead staff. Clearly define the roles of lead staff for the evaluation, especially the Principal
Investigator and/or Research Project Director. Articulate the experience, skills, and knowledge of the staff,
as well as their ability to coordinate and support planning, implementation, and analysis related to a
comprehensive evaluation plan. Include curriculum vitae for the Principal Investigator/Research Project
Director and up to four more staff to be involved in the local evaluation in application appendices.

(8) Sample.

(a) Target population(s) and unit of analysis. Describe the target population(s) and explicitly state
whether the population(s) differs from those who will be served by the grant in general. Describe how
the target population will be identified. Explicitly state the unit of analysis (e.g., non-residential
father, unmarried couple).

(b) Sample size (If an impact evaluation is not proposed, this issue does not need to be addressed,)
If an impact evaluation is proposed, state the intended sample size (overall and by year), estimated
attrition, and the anticipated size of the analytic sample. Provide power analyses demonstrating that
proposed sample sizes will be able to detect expected effect sizes for the outcomes targeted. Refer to
previous studies of similar interventions for estimates of the sample your study will require, to inform
power analyses.

(¢) Methods to promote sufficient program participation. Detail methods to ensure a sufficient
sample is recruited, enrolls, and participates in the program. Describe any incentives to be offered for
program participation/completion and/or data collection.

(9) Data collection.

(a) Constructs and measures/data collection instruments. Clearly articulate the constructs of
interest, measures to evaluate those constructs, and specific data collection instruments. Provide any
information on the reliability and validity of the data collection instruments. If measures and data
collection instruments will be determined during the course of the evaluation planning, describe the
process to determine the measures and instruments, including any pre-testing of data collection
instruments.

(b) Consent (and assent) (if youth under the age of 18 will not be involved in the evaluation, the
issue of assent does not need to be addressed). Describe how and when program applicants will be
informed of the study and will have the option of agreeing (i.e., consenting) or declining to
participate in the study. If youth under the age of 18 will be involved in the evaluation, or other
protected populations such as incarcerated individuals, describe how and when their parent(s) or
guardian(s) will be informed of the study and will have the option of agreeing (i.e., consenting to) or
declining that their child may participate in the study, and describe how and when youth will offer
assent to agree or decline to participate in the evaluation,

(c) Methods of data collection. Describe how data will be collected. Include a table detailing which
data collection measures/instruments will be collected by which persons, and at what point in the
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programming, or at what follow-up point. Describe any incentives to be offered to participants for
completing surveys or other data collection efforts.

(d) Ensuring and monitoring high-quality data collection. Desctibe plans for training data collectors
and for refreshing data collectors about procedures. Detail plans to regularly review data that has
been submitted, and assess and swiftly address problems.

(e) Tracking participants and reducing attrition (if no post-program or follow-up surveys are
proposed to be conducted, this issue does not need fo be addressed,) If post-program and/or
follow-up surveys will be conducted with participants, describe plans for tracking participants in order
to conduct follow-up surveys with as many participants as possible. Describe how you will monitor
for both overall and differential attrition.

(10) Privacy. Specify how the methods for data collection, storage, and transfer (e.g., transfer of
performance data to the federal government) will ensure privacy for study participants.

(11) IRB/Protection of human subjects. Include a description of the process for protection of human
subjects and institutional review board (IRB) review and approval of the proposed program and evaluation
plans. Name the specific IRB to which you expect to apply. Additionally, include a federal-wide assurance
in the Appendices of the application.

(12) Data. Describe the database into which data will be entered, that is nFORM and/or other databases,
including both performance measure data and any additional local evaluation data. Desctibe the process
for data entry (i.e., who will enter the data into the database).

(a) Data reporting and transfer. Indicate the ability to produce reports (e.g., for OFA) and to export
individual-level data (with all of the above variables) to Excel or a comma-separated format.

(b) Ability to link. Indicate an ability to maintain individual identifying information to facilitate
linking to data from other sources (e.g., administrative data systems such as unemployment
insurance).

(c) Current security and confidentiality standards. Indicate the ability to be able to encrypt data
access during transit (for example, accessed through an HTTPS connection), be able to encrypt data
at rest (that is, when not in transit), have in place a data backup and recovery plan, require all users to
have logins and passwords for them to access the data they are authorized to view, and have current
anti-virus software installed to detect and address malware, such as viruses and worms.

(13) Data Analysis. Briefly describe the analysis expected to be undertaken. If an impact analysis is
proposed, name the key dependent and independent variables, and desctibe any methods to minimize Type
I etror (that is, finding positive impacts by chance) such as limiting the number of impacts to be analyzed
and/or multiple comparison correction.

(14) Final reports. Briefly describe the final reports that are envisioned, and confirm that they will adhere
to standards that ACF will distribute.

(15) Dissemination. Briefly describe the dissemination efforts associated with the local evaluation to be
undertaken, including any dissemination that will occur throughout the life of the evaluation (rather than
after the evaluation is completed). Include a brief description of the planned products and potential topic
for each product (e.g., a final report on program impacts, a brief on program implementation, etc.), in
addition to how, where, and to whom these products will be disseminated.

(16) Datasets. Briefly describe the type of dataset that will be transmitted to ACF, including how data will
be de-identified.
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PART 75—UNIFORM ADMINISTRA-
TIVE REQUIREMENTS, COST PRIN-
CIPLES, AND AUDIT REQUIRE-
MENTS FOR HHS AWARDS

Subpart A—Acronyms and Definitions

Bec,
76,1 Acronyms,
76,2 Definitions.

Subpari B—General Provisions

756.100
75,101
75.102
76.108
15.104
75,106
76,106
76.107
76.108
75.109
76.110
76.111
76.112
76,113

Purpose,

Applioadility.

Exceptions,

Authorities,

Supersession.

Hifects on other issuances,
Agency implementation.
OMB responsibilities.
Inguiries.

Review date,
Bifective/Applicability date.
Hngligh languange.

Qonflict of interest.
Mandatory digclosures,

Subpor C—Pre-Federal Award Require-
menis and Contents of Federal Awards

76,200 Purpose,

75201 Use of grant agreements (inocluding
fixed amount awards), cooperative agree-
ments, gnd contracts.

75.202 Requirement to provide public notice
of Federal financial aseistance programs.

75.208 Notioes of funding opportunities.

75204 HHS funding agenoy review of merlt
of proposals.

75.206 BHB awarding agenoy review of risk
posei hy applicants.

76.208 Standard applicstlon requirpments,
including forms for applying for HHSE fi-
nanoclal assistance, and stabe plans.

75,207 Speclfic award oonditions.

76,908 Certifications and reprepentations.

76,208 Pra-award costs,

76,210 Information contained in o Federal
award. ,

76311 Public scoess to Federal award infor-
mation.

75212 Puspension and debarment,

76,213 Metrio system of measurement.

75,314 Disclosure of lobbying activities,

76,216 Special provisions for awerds to com-
merocial organizations,

75.216 Speolal provisions for awards bo Fed-
oral agencles,

75,217 Participation by faith-besed orgeni-
rations,
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Subpan b—Post Federal Award
Reduirements

STANDARDS FOR FINANGIAL AND PROGRAM
MANAGEMENT

76.900 Btatufory aund natiopsl polioy re-
quirements.

75.301 Performance measurement,

15.302 Pinanciel mapagement and gtandsrds
for finanoial management systems,

76.303 Internal controls,

76304 Bonds,

76.305 Payment.

76,808 COost gharing or matehing,

76,307 Program inoome,

76,308 Reviplon of bndget and program
plens,

76,809 Period of performaence and nvail-
abllity of funds.

76,810-75.316 [Reserved]

PROPERTY STANDARDS

76.816 Purpoge of property standerds.

75,817 Insurange coverage.

75,918 Real properby.

5.818 " Federally-owned and exempt prop-
orty,

76.820 BEguipment,

76,831 Bupplies.

76,322 Intangible property end copyrights.

176.828 , Property trust relationship,

76.324-76.8256 [Reserved]

PROOUREMENT STANDARDS

Procurements by states,

Gtonoral proourement standards,

Competitdon,

75,929 Proourement proosdures,

75.830 Contracting with amell and minority
bupinesses, women’s business enterprises,
and lrbor surplus area firms.

76,831 Proowrement of recovered materlals,

75,832 Contraot oost and price.

76,333 HHE awarding agency or pass-
throueh entity review.

75,334 Bonding requirements,

75,836 Contract provisions,

'15,886-75.840 [Reserved]

PERFOBMANCE AND FINANCIAL MONITORING
AND REPORTING

%5841 I'lnanoclal reporting,

75.842 Monitoring and reporting program
performance,

75.843 Reporting on real property,

6.844-76.360 [Reserved]

SUBREOIFIENT MONTTORING AND MANAGEMENT

75,861 $ubreciplent and contractor deter-
mingtions.
75.35;;2; Requirements for pass-through enti-
o8,
75.859 Fixed amount subawards,
75.364-76.360 [Reserved]

76.326
5.827
75.928
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RECORD RETENTION AND AOCESS

75,861 Retention requirements for records,

75.862 Requests for transfer or records.

75,968 Methods for collegtlon, transmission
and storage of information.

¥6.864 Acocess to repords.

75,865 Restriotions on public access to
records,

75,366-76.870 [Reserved)

RBEMEDIES FOR NONCOMPLIANOR

75,371 Remediep for honoomplianoce.

756,372 Termdnation,

75,378 Notifloation of termination require-
ment,

76,874 Opportunities to objeot, hearings, and
appeals,

75,376 Hffeots of sumpension and termi-
nstion, .

%76.876-715.380 [Reserved]

CLOSEOUT

76.881 Olossout,
76.302-75.385 [Reserved]

POST-CLOSEOUT ADJUBTMENTS AND
CONTINUING RESPONSIRILITIRS

75.388 Post-clospout adjustments and con-
tinuing responsibilities.
76.307-176.300 [Reserved)

COLLECTION OF AMOUNTS DUR
76.301 Collection of amounts due.

Subpart E—Cos! Princlples

GINHERAL PROVIBIONS

75.400 Policy guide.
75.401 Anpplioation.

‘BAS10 CONSIDERATIONS

76.403 Composition of costs.

76.403 Taotors affeocting ellowability of
costa.

76,44 Reasonable costa.

75.405 Allcoable costs.

76,406 Applicable credits,

76,407 Prior written approval (prior ap-
proval),

76,409 Limitation on allowance of costs.

76,400 Bpecial cousiderations.

76,410 Collection of unallowable costs,

76.411 Adjustment of previously negotiated
indirect (FP&A) cost ratep conbtelning un-
allowable gosts.

DIREGT AND INDIREOT (F&A) OOBTS

76.412 Classifioablon of cosbs.
76.418 Direct costs,

75.414 Indirect (IPfzA) costs,
76.4156 Required certifications.

SPEOIAL CONSIDERATIONS POR STATES, LOCAL
GOVERNMENTS AND INDIAN ‘TRIBER

75,416 COont nllocation plans and indirect
cost proposals,
76,417 Interagency service,

SPREOIAL CONSIDERATIONS FOR INSTITUTIONS OF
HiGHER EDUCATION

75,418 Costs inourred by states and looal
governments,

76.410 Cost accounting standards and disclo-
sure statement,

CBNERAY, PROVISIONS FOR SRLEQTED ITEMS OF
COosT

76.420 Considerations for selected items of
cost,

75.421 Advertising and public relstions,

16,422 Advisory counofls.

16423 Aleoholic beverages.

716,424 Alumni/ae aotivities.

76,426 Audit servioes,

75426 Bad debts.

76,427 Bonding costs.

76.428 Colleations of Improper payments.

76.429 Commencement and convogation
coats,

76.430 Compensation—peraonal gervices,

76.431 Compensation—Iringe benefifs,

75.483 Conferences,

75.483 Contingency provisions.

76.484 - Contributions and donations.

76,435 Defense and prosscution of criminal
and olvil proceedings, claims, appeals,
end patent; infringements.

76,436 Depraciation,

76.487 Employee health and welfare costs,

76.438 Enterteinment costs,

76.4:;9 Equipment and other oapital expendl-

uren,

16440 Bxchange rates.

715,491 Finep, penaltles, damages and other
setitlements.

75,442 Pund raising and investment manage-
ment costs,

756,448 Gaing and losses on disposition of de-
preciable agsets.

76.444 QGoeneral costa of government,

76.446 Goods or pervices for pergonsl use.

76446 Idle faoilities and idle capaolty,

75,447 Insurance and indemoification,

75,448 Intellectual property.

76,449 Interest.

76.450 Lobbying.

76461 Losses on other awards or contrants.

76462 Maintenanee and repair costs,

16463 Materials and supplies costs, inolud-
ing costs of computing devices.

75,464 Memberships, subseriptions, and pro-
fessional aotivity costs,

76,465 Organization costs,

76,466 Participant support costs.

76,467 FPlant and seourity costs.

76,4580 Pre-award costs.

76,4560 Professional services copts,

75.460 Proposal costs,
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75.461 Publication and printing vosts,

75.463 Rearrangement and reconversion
copts,

756.468 Recrulting costs. |

756,464 Relooation costs of employees,

75,466 Rental costs of real property and
equipment.

75.468 Scholarships and student eld costs,

75,467 Selling and markeblng costs.

76,468 Spoolalized service facilities.

76.4690 Student notivity coats.

76.470 Taxes (including Valne Added Tax).

76471 Termination costs.

76,472 Training and education costs,

75,478 Transportation costs.

76.474 'Travel costs.

76.476 'Trustees,

HHS 8proric Spnrored ITEMS OF QoBT
76.470 Independent research and develop-

ment ocosts.
Subpart F—Audit Requirements
GENBRAL
75,600 Purpose.
AUDITS

15,501 Audit requirements,

75,502 Basis for determining Federal awards
expended,

76,603 Relation to other sundit requirements.

76,604 Freguenoy of audits,

76606 Banoctions.

76.606 Audit coats,

76,507 Program-specific audite,

AUDITRES

76508 Aunditee responsibilifies.
76,500 Auditor gelsotion.

76,510 PFinanocial statements,
76,5611 Audit findings follow-up.
76,612 Reporhk submission.

FEDRRAL: AGENCIES
76.513 Responsibilities.

AUDITORS

76,514 Boope of andiy,

76,516 Awudit reporting.

76616 Audit findings,

756.617 Audih dosumentation.

76,618 Major program determination.
76,518 Oriteria for Pederal program sk,
75.620 Oriteris for a low-pisk anditee.

MANAGEMENT DBOISIONS

76.62). Msanagement decision.

APPENDIX T T0 PART 76—FPULL TEXT OF No-
TIOE OF FUNDING OPPORTUNITY

APPENDIX 1I 70 PART 76-—CONTRAGT PROVI-
SIONS FOR NON-FEDERAL ENTITY CON-
TRACTS UNDER FEDERAL AWARDH

APPENDIX III 0 PART 76—INDIREOT (F&A)
Co8TS IDENTIFICATION AND ASSIGNMENT,

45 CFR Sublille A (10-1-15 Edition)

AND RATB DBIERMINATION FOR INSTITU-
TIONS OF HIGHER IIDUCATION

APPENDIX IV TO PART 76—INDIRECT (F&A)
QoST8 IDENTIFIOATION AND ASSIGNMENT,
AND RATE DETERMINATION FOR NONEROFIT
ORGANIZATIONS

APPENDIX V TO PART 76—BTATWLOGAL GOV-
BRNMENTWIDB CENTRAL SERVIOE CORT Al-~
LOOATION PLANS :

APPENDIX VI TO PART 76-—PURLI¢ ARSIBTANCE
UOST ALLOCATION PLANS

APPENDIX VII TO PART 76—STATREE AND LOGAY
GOVERNMENT AND INDIAN TRIBE INDIREOT
Copr PROPOSAYLS

APPENDIX VIII TO PART 76—NONPROFIT ORGA-
NIZATIONS EXBMPTED FROM SUBPART H OF
PART 78

ApPENDIX IX TO PART 75—PRINCIPLES FOR DB-
TERMINING QO0STS APPLICABLE TO Rm-
SEAROH AND DEVELOPMENT UNDFR GRANTB
AND CONTRACTS WITH HOSEITALS

APPENDIX X TO PART 76—DATA COLLEOTION
FoORM (SF-SAQ)

APPENDIX XL TO PART 76~—COMPLIANCE SUP-
PLEMINT

AUTHORIPY: b U.8.C, 801,

SOUROE; 79 FR 768689, Deo. 19, 2014, unless
otherwise noted.

Subpart A—Acronyms and
. Definltions

§75.1 Aoronyms.

The following aoronyms apply to this
part:

CAB Oost Accounting Btandards

OFDA Catelog of Federal Domestio Assist-
ance

CI'R  Cade of Federal Regnlations

OMIA Oash Management Improvement; Aot

00G Oounocils of Governments

0O80 Committee of Sponsoring Organiza-
tiong of the Treadway Commisslon

BEPA Environmenfal Protection Agancy

HERISA Employes Retirement Income Seou-
rity Aot of 1074 (20 U,B,0. 1301-1461)

BUI Energy Usage Index

P&A  Facilities and Administration

FAC Feaderal Auwdit Olearinghouse

FAIN Federal Award Identification Number

FAR FPederal Acquisition Regulation

FFATA Pederal PFunding Acoountability
and Transparenoy Aot of 2008 or 'Trang-
parenoy Act—Puble Law 100-282, es
amended by §6202(a) of Public Law 110-952
(31 U,B.0, 6101)

FICA Federal Ingurance Gontributions Aok

I'OIA  Preedom of Information Aot

FR Federal Reglater

FTE Full-time equivalent

GAAP Geonerally Acocspted Accounting
Principles

GAGAS Gernerally Accepted Government
Auditing Standards
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GAO Government Acgountability Office

(000 Government owned, contractor oper-
atod

GBA General Services Adminlstration

HHB U.B. Department of Health and Human
Services

IBS Institutional Bage Salary

16 Inshitutions of Higher Hduoation

IRC Internal Revenue Code

ISDEAA Indian Helf-Determination and
Bducation end Assistance Aot

MTC Modified Total Qost

MTDO Modified Total Direot Cost

OMB Oifice of Management and Budget

PI Personally Identifiable Information

PMS Payment Mansgement System

PRHP Post-retirement: Health Flang

PTH Pass-through Hotity

REUI Relative Bnergy Usage Index

SAM System for Award Manegement

SF 424 Standard Form 424 sepies and Form
Families Appllostion for Federal Assist-
anes

BFA Btudent Financial Ald

BNAP Supplemental Nutrition Assistance
Program

8POC Single Point of Contaoh

'WANF Temporary Assistance for Needy
Tamilies

TIM Treapury Finanolal Manual

U.8,0. United Statos Code

VAT Value Added Tax

§75.2 Definitions.

These are the definitions for terms
used in this pars, Different definitions
may be found in Federal statutes or
regulations that apply more speolfi-
oally to partioular program or activi-
ties, These definitions could be supple-
mented by additional instructional In-
formation provided in in government-
wide atandard information collections,

Acquisttion cost means the cost of the
asget including the cost to ready the
asset for its Intended use. Acquisition
cost for equipment, for example, means
the net invoice price of the equipment,
inoluding the cost of any modifica-
tions, attachments, accessories, or aux-
iliery apparatus necessary to make 1%
usable for the purpose for which it i
acquired, Aogquisition ocosts for soft-
ware includes those development costs
capitalized in accordance with gen-
erally acoepted acoounting principles
(GAAP). Ancillary charges, such as
taxes, duty, proteotive in transit insur-
ance, freight, and installation may be
included in or excluded from the acqui-
sition coat in aoccordance with the non-
Foderal entity's regular accounting
practices.

§75.2

Advance payment means a payment
that & Federal awarding agency or
pags-through entity mekes by any ap-
propriate payment mechanism, includ-
ing a predetermined payment schedule,
before the non-Federal entity disbursges
the funda for program purposes.

Allocation means the prooeps of as-
gigning a cost, or a group of costs, to
one or more 0ost objective(s), in rea-
sonable proportion to the benefit pro-
vided or other squitable relationghip,
The process may entall assigning a
cost(s) directly to a final cost objective
or through one or more intermediate
008t objeotives,

Audit  finding mesns deficlenclos
which the anditor is required by
§76.616(a) to report in the sohedule of
findings and questioned costs.

Auditee means any non-Federal enbi-
ty that expends Federal awards which
must be aundited under subpart IF-of
this part.

Auditor means an auditor who is a
public accountent, or a Federal, state,
local government, or Indian Tribe
audit orgenization, which mests the
goeneéral standards specified for external
suditors in generally acocepted govern-
ment auditing stendards (GAGAR). The
torm auditor does not include internal
auditors of nonprofit organizations.

Awardee (8see Non-Federal entity).

Budget means the finanoial plan for
the project or progrsm that the Ped-
eral awarding egenoy or pass-through
entity approves during the Federal
award process or in gubgequent amend-
ments to the Federal award. It may in-
clude the Federal snd non-Federal
share or only the Pederal share, as de-
tormined by the Pederal awarding
agency or pags-through entity.

Capital assels means tangible or in-
tangible assets uped in operations hav-
ing a useful life of more than one year
which are capitalized in aocordance
with GAAP. Capital assets include;

(1) Land, buildings (facillties), equip-
ment, and intellectual proverty (In-
cluding software) whether aoguired by
purchase, construction, manufacture,
lease-purchase, exchange, or through
capltal leapes; and

(2) Additions, improvements, modi-
floatlons, replacements, rearrange-
ments, reingtallationg, renovations or

227




§75.2

alterations to capital assets that mate-
rially inorease their value or useful life
(hot ordinary repairs amnd mainte-
nance).

Capital expenditures mesns expendi-
tures to acquire capital assets or ex-
penditures to mealke additions, improve-
ments, modifications, replacements,
rearrangements, reinstallationg, ren-
ovabtions, or alterations to capital ap-
gets that materielly inorease thelir
value or ugeful life.

Catalog of Federal Domestic Assistance
(CFD4) number means the number as-
pigned to a Iederal program in the
OFDA.

CFDA program title means the titls of
the program under which the Federal
award wag funded in the CFDA.,

Central service ocost allocation plan
means the documentation identifying,
acoumulating, and allocating or devel-
oping billing rates baged on the allow-
able costs of services provided by a
statbe, local government, or Indian tribe
on a centralized basig to it depart-
ments and agencies, The costs of these
services may bhe allocabed or billed to
ugers,

Claim means, depending on the con-
text, either:

(1) A written demand or written as-
sertion by one of the parties to a Fed-
eral award seeking as a matter of
right:

(1) The payment of money in a sum
certain;

(1i) The adjustment or interpretation
of the terms and conditions of the Fed-
eral award; or

(iii) Other relief arising under or re-
lating to & Federal award.

(2) A request for payment that is not
in dispute when pubmitted.

Class of Federal awards means a group
of Federal awards sither awarded under
a specific program or group of pro-
grams or 1o & specific type of non-Fed-
oral entity or group of non-Federal en-
titles to which specific provisions or
oxceptions may apply.

Closeout means the process by which
the Pederal swarding agenoy or pags-
through entity determines that all ap-
plicable administrative actions and all
required work of the TFederal award
have been completed and takes actions
a8 desoribed in §76.981.

.
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Cluster of programs means a grouping
of closely related programs that ghare
common compliance requirements, The
types of clusters of programs are re-
gearch and development (R&D), student
financial aid (8FA), and other clusters.
“Other clusters" are as defined by OMB
in the complianoe supplement or as
dosignated by a etate for Federal
awards the state provides to its sub-
recipients that meet the definition of &
cluster of programs, When designating
an ‘‘other cluster,” a state mush iden-
tify the Federal awards included in the
oluster and advise the subreciplents of
compliance requirements applicable to
the oluster, consistent with §75,362(n).
A cluster of programs must be consid~
ered as one program for determining
major programs, ag degoribed in §765.518,
and, with the exception of R&D as de-
soribed in §76.601(c), whether a pro-
gram-specific audit may be elected.

Cognizant agenoy for audit means the
Federal agenoy designated to carry oub
the responsibilitles described in
§76.613(2). The ocognizant agency for
andit is not necegsarily the same 25 the
oognizant agency for indirect costs, A
list of cognizant agencies for audit may
be found at the FAC Web site,

Cognizant agency for indirect cosls .
meang the Federal agency responsible
for reviewing, negotiating, and approv-
Ing ocost allocation plamg or indirect
oost propossls developsd wunder this
part on behalf of all Federal agencies.
The cognizant agenoy for indireot cost
18 not necessarily the same ag the ocog-
nizant agency for audit. For asgsign-
ments of cognizant agencies ses the
following:

g (111) For IHEs: Appendix IOI to part 76

(2) For nonprofit organizations: Ap-
pendix IV to pars 76 0.1,

(@) For state and local governments:
Appendix V to part 76 F.1.

(4) For Indan tribes: Appendix VII to
part 76 D.1,

Commercial organization means an or-
ganization, Ingtitution, corporation, or
other legal entity, including, but not
Hmited to, partnerships, sole propri-
etorships, and limited liability compa-
nies, that 18 organized or operated for
the profit or benefit of its shareholders
or other owmers. The term includes
small and large bupinesses and is used
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interchangeably with “for-profit orga-
nization.”

Compliance supplement means appen-
dix XI to part 76 (previously known as
the Uircular A-133 Compliance Supple-
ment), ’

Computing devices meang machines
uged to acquire, store, analyee, process,
and publish data and other information
electronically, including accessories
(or “‘peripherals’) for printing, trans-
mitting and recelving, or storing elec-
tronic informatbion. See also Supplies
and Information technology systems.

Coniract means a legal instrament by
which a non-Federal entity purchases
property or servioes needed to oarry
out the project or program under 2
Federal award, The term as used In
thig part does not include a legal in-
gtrument, even if the non-Federal enti-
ty oonsiders it a ocontraot, when the
substance of the transaction meets the
definition of a Federal award or
gubaward (gee Subaward).

Contractor means &n entity thab re-
oelves a contract as defined in Contract,

Cooperative agreement means 2 legal
instrument of finanocial assistance be-
tween a Federal awarding agency or
pass-through emtity and a non-Federal
entity that, oonsistent with 31 U.B.C.
6302-6306:

(1) Is used to enter into a relation-
ghip the principal purpoge of which is
to transfer anything of velue from the
Federal wawarding —agenoy Or Dass-
through entity to the non-Federal enti-
ty to oarry out a public purpose au-
thorized by a law of the United States
(soe 81 U.8.0, 6101(3)); and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty's direct benefit or use;

(2) Is distinguished from a grant in
that it provides for substantial involve-
ment between the Faderal awarding
agency or pasgs-through entity and the
non-Federal entity in carrying out the
activity contemplated by the Federal
award.

(3) The term does not include:

(i) A cooperative research and devel-
opment agreement as deflned in 1b
U.8.0. 8710a; or

(ii) An agreement that provides only:

(A) Direot United States Government
oash agsistance to an individual;

(B) A subgidy;

§75.2

(0) A loan;

(D) A loan guarentes; or

(I2) Insurance

Cooperative audit resolution means the
use of audit follow-up techniques which
promote prompt correotive action by
improving communioation, fostering
collaborabion, promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity. This approach is baged npon!

(1) A strong commitment by Federal
agency and non-Federal entlty leader-
ship to program integrity;

(2) PFederal agencies strengthening
partnerships and working coopera-
tively with non-Federal entities and
thelr suditors; and non-Federal enti-
tieg and their auditors working coop-
eratively with Federal agencies;

(3) A foous on current conditions and
correotive action going forward;

(4) Tederal agencies offering appro-
priate relief for past moncompliance
when audits show prompt corrective
sotion has oceurred; and

(6) Federal agency leadership sending
a clear message bhat conbtinued failure
to cbrreot conditions identified by au-
dits which are likely to oause improper
payments, fraud, waste, or abuse is un-
acceptable and will remult in sanctions, -

Corrective gotion means action taken
by the auditee that:

(1) Corrects identified deficiencles;

(2) Produces recommended improve-
ments; or

(8) Demonstrates that andit findings
are elther Invalid or do not warrant
auditee action.

Cost allocation plan means central
service cost allocation plan or public
agsistancs costi allocation plan.

Cost objective menans a program, func-
tion, aotivity, award, organizational
subdivision, contract, or work unit for
which cost data are desired and for
which provision 18 made to acoumulate
and measure the cost of processes,
products, jobs, capital projects, eto. A
copt objective may be a major function
of the non-Federal entity, & particalar
service or project, a Federal award, or
an indirect (Facllities & Adminigtra-
tive (F&A)) cost aotivity, as desoribed
in pubpart B of this part. See also Final
giOSt objective and Intermediate cost objec-

e,
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Cost shoring or metching means the
portlon of project costs not paid by
PFederal funds (unless otherwise author-
ized by Federal statute). This may in-
clude the value of allowable third party
in-kind contributions, as well ag ex-
penditures by the recipient. SBoe algo
§76.306.

Cross-cutting audit finding means an
andit finding where the same under-
1ying condition or issue affects Federal
awards of more than one TFederal
awarding sgenoy or pass-through enti-
.

Departmental Appeals Board meang
the independent office established in
the Office of the Ssoretary with dele-
gated authority from the Secretary to
roview and decide certain disputes be-
tween recipients of HHS funds and HHS
awarding agencies under 46 OFR part 16
and to perform other review, adjudica-
tion and mediation services ag &s-
slgned,

Disallowed costs means those charges
to 9 Federal award that the I'ederal
awarding agency or pass-bthrough enti-
ty determines to be unallowable, in ac-
cordence with the applioable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

Bauipment means tangible personal
property (including information tech-
nology systems) haviog & usefal life of
more than ons year and a per-unit ac-
quisition cogt which equals or exceeds
the lesser of the oapitalization level es-
tablished by the non-Federal entity for
financial statement purposes, or $5,000,
See also Caplial assets, Compuling de-
vices, Qeneral purpose equipment, Infor-
mation technology systems, Special pur-
pose equipment, and Supplies.

Egcess property means property ao-
quired in whole or in part under the
control of gny Federal awarding agen-
oy thab, as determined by the head of
the awarding agency or hisfher dele-
gabe, 18 no longer required for the agen-
cy's needs or the discharge of its re-
sponsibilities.

Expenditure report means;

(1) Por non-gonstruction awards, the
81425 Federal Financial Report (FFR)
(or other OMB-approved equivalent re-
port);

(2) For construction awards, the SF-
271 “Outlay Report and Request for Re-

:

45 CFR Subtitle A (10-1-15 Editlon)

imburgement” (or other OMB-approved
equivalent report).

Ezpenditures meang cherges made by
2 non-Federal entity to s project or
progrem for which a Federal award was
recelved.

(1) The charges may be reported on a
oash or acorual basis, ag long as the
methodology 1s digolosed and is con-
pistently applied,

(2) For reports prepared on a oagh
basls, expenditures are the sum of

(1) Oash disbursements for diraot
oharges for property and servioes;

(1) The amount of indirect expensge
charged,;

(i11) The value of third-party in-kind
contributions spplied; and

(1v) The amount of cagh advance pay-
ments and paymenfs made to sub-
recipients.

(8) For reports prepared on an &o-
o;-ua,l bagis, expenditures are the sum
of:

(i) Oash disburgements for direct
charges for property and services;

(11) The amount of indirect expense
Inourred;

(11} The value of third-party in-kind
oontributions applied; and

(iv) The net inorease or decrease in

the amounts owed by the non-Federal

entity for:

(A) Goods end other property re-
oeived;

(B) Bervices performed by employess,
contractors, subrecipients, and other
payees;

(0) Programs for which no¢ current
gservices or performance are required
such &8 annuities, Insurance claims, or
other benofit payments.

Federal agency means an '‘agenoy’’ as
defined at 5 U.B.0, 561(1) and further
clarified by 5 U.8.0. 662(D).

Federal Audit Clearinghouse FAC
means the olearinghouse designated by
OMB ag the repository of record where
non-Federal entities are reguired to
transmit the reporting packages re-
quired by subpart F of this parb, The
malling address of the FAC is Federal
Audit Clearinghouse, Buresn of the
Censug, 1201 B, 106h Street, Jefforgon-
ville, IN 47132 and the web address is:
hitp://harvester.census.govisae/, Any fu-
ture updates to the location of the FAC
may be found at the OMB Web site.
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Federal award has the meaning, de-
pvending on the context, in either para-
graph (1) or (2) of this definition;

(1)(1) The Federal financial asgistance
that o non-Federal entity receives di-
reotly from a Federal awarding agenoy
or indirectly from a pasg-through enti-
ty, as desoribed in §756.101; or

@i1) The cost~relmbursement contract
under the Federal Acquisition Regula-
tlons that a non-Federal entity ve-
celves directly from a Federal award-
ing agency or indirectly from a pass-
through entity, as degoribed in §75.101.

(2) 'The instrument getting forth the
torms and conditions, The instrurnent
is the grant agreement, oooperative
agreement, obher agreement for assist-
ance covered in parsgraph (2) of Federal
financial assistance, or the cosb-reim-
bursement contract awarded under the
Federal Aoquisition Regulations,

(3) Federal award does not include
other contracts that a Federal agency
uses to0 buy goods or services from a
contractor or a contract to operate
Federal Government owned, contractor
operated facilities (GOOOs),

(1) See alge definitions of Federal fi-
nancial assistance, grant agreement, and
cooperative agreement,

Federal award date means the date
when the Federal award is signed by
the authorized offiolal of the Iederal
awarding agency,

Federal awarding dagency means bthe
Federal agency that provides s Federal
award dirgotly to a non-Federal entity.

Federal financial assistance.

(1) For grants and cooperative agres-
ments, Federal financlal assistance
means agsistance that non-Federal en-
titles receive or adminigter in the form
of}

(1) Grants;

(1) Cooperative agreements;

(iii) Non-oash contributions or dona-
tlong of property (including denated
sarplua property); '

(iv) Direot appropriations;

(v) Food commodities; and

(vi) Other financial agsistance (ex-
cept assistance lsted in paragraph (b)
of this seotion),

(2) For gubpart F of this part, Federal
financial assistance also inoludes assisb-
anoe that non-Federal entities reoceive
or administer in the form of:

@) Loans;

(11) Lioan Guarantees;

(111) Interest substdies; and

(iv) Inguranoe.

(o) Federal financial assistance does
not include amounts received as reim-
burgement for services rendered to in-
di)v:ldua.ls as described in §75.502(h) and
).
Federal interest means, for purposes of
§'75.348 or when used in connection with
the acquisition or improvement of real
property, equipment, or supplies under
a Federal award, the dollar amount
that is the product of the:

(1) Tederal share of total projeot
costs; and

(2) Current fair market value of the
property, improvements, or both, to
the extent the costs of acquiring or im-
proving the property were included asg
project costs.

Federal program means;

(1) All Federal awards whioch are as-
signed a single number in the OFDA.

(2) When no CFDA number is as-
pigned, all Federal awards to non-Fed-
eral entities from the same agency
made for the same purpose must be
ocombined and considered one program.

(8) Notwithstanding paragraphs (1)
and (2) of this definition, a cluster of
pvrograms, The types of olusters of pro-
grams are;

(1) Regearch and development (R&D);

(ii) 8tudent finanoial aid (SFA); and

(il) “Other olusters,”” as desoribed In
the definition of Cluster of Programs

Federal share means the portion of
total project costs that are psid by
ederal funds.

Final cost objective moeans a cost ob-
Jective which hag allooated to it both
direot and indireot costs and, in the
non-Federal entity’s accumulation sys-
tem, 18 one of the final acoumulation
points, such ag a particular award, in-
ternal projeoct, or other direct activity
of a non-Federal entity. See also Cost
objecttve end Intermediate cost objective.

Fized amount awards mesns a type of
grant agreement under which the Fed-
eral awerding agency or pass-through
entity provides e apecific level of sup-
bort without regard to aotual costs in-
curred under the Pederal award. This
type of Federal award reduces some of
the administrative burden and record-
keeping reguirements for both the non-
Federal entity and Federal awarding

281



§76.2

agency or pass-through entity. Ac-
oountability is based primarily on per-
formance and results, See §§76.201(b)
and 76,383,

Forelgn organization means an entity
that is:

(1) A public or private organization
located in a oountry other than the
United States and its territories thaet is
pubject to the laws of the country in
which it i& looated, irrespective of the
cltizenship of project staff or place of
performance;

(%) A private nongovernmental orga-
nization located in a country other
than the United States that sollelts
and receives ocagh oontributions from
the general public,;

(3) A charitable organization located
in @ ocountry other than the United
States that is nonprofit and tax ex-
empt under the laws of its counbry of
domicile and operation, and is not a
university, college, acoredited degres-
granting Institution of education, pri~
vate foundstion, hospital, organization
engaged exclusively in research or scl-
entific activities, church, synagogue,
mosque or other similar entities orga-
nized primarily for religious purposes;

or

(4) An organization located In g coun-
try other than the United States not
recognized as 8 Foreign Public Entity.

Forelgn public entity mesns:

(1) A foreign government or foreign
governmental entity;

(2) A public international organisa-
tion, which is an organization entitled
to emjoy privileges, exemptions, and
immuznitios a8 an international organi-
zation under the International Organi-
zations Immunities Act (22 U.8.0, 288
2081);

(3) An entity owned (in whole or in
part) or controlled by a forelgn govern-
ment; or

(4) Any other entity consisting whol-
ly or partially of one or more foreigh
governments or forelgn governmental
entilties.

GAAP has the meaning specified in
accounting stenderds issued by the
Government Acoounting Standards
Bosrd (GASB) and the Finmanolal Ac-
counting Standards Board (FABB).

GAGAS, alpo kmown ag the Yellow
Book, means generally accepted gov-
ernment auditing standards issued by

)

45 CFR Subfilte A (10-1-16 Edition)

the Comptroller General of the United
States, which are appliceble to finan-
cial audits.

General purpose equipment means
equipment which is not limited to re-
gearch, medioal, geoientific or other
technical activities. Bxamples include
office equipment and furnishings, mod-
ular offices, telephone networks, infor-
matbion technology equipment and sys-
tems, air conditioning equipment, re-
production and printing equipment,
and motior vehioles, See also Equipment
and Special Purpose Equipment,

Grant agreement means o legal instru-
ment of financial assistance between a
Federal awarding agency or pass-
through entity end a non-Federal enti-
ty that, congistent with 31 U,8.0, 6302,
6304:

(1) Is used to enfer into a relation-
ghip the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
{see 31 U.8.0. 6101(3)); and not to ac-
quire-property or services for the Fed-
eral awarding agenoy or pass-through
entity’s direct henefit or use;

(2) Is distinguished from a coopera-
tive agreement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding agenocy or
peas-through entity and the non-Fed-~
eral entity in carrying out the activity
contemplated by the Federal award.

(3) Does not include an agreement
that provides only:

(1) Direct United States Government
oash assistance to an individual;

(1) A subsidy;

(i11) A loan;

(iv) A loan guarantes; or

(v) Insurancs.

Grantee (gee Recipient)

HHS awarding agency moans any or-
ganization component of HHS that is
authorized to make and administer
awards,

Hospital means a facility licensed ns
& hospital under the law of any state or
a facllity operated as o hospital by the
United States, a state, or & subdivision
of a state.

Improper payment.

(1) Meang any payment that should
not have been made or that was made
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in an incorrect amount (including over-
payments and underpayvinents) under
statutory, contraotual, administrative,
or other legally appliceble reguire-
ments; and

(2) [Reseyved]

(a) [Reserved]

(b) Includes any payment to an inoli-
gible party, any payment for an ineli-
gible good or gervice, any duploate
payment, any payment for a good or
service not reocelved (except for such
payments where authorized by law),
any payment that does not account for
credit for appliocable discounts, and eny
payment whers insufficient or lack of
dooumentation prevents a. reviewer
from discerning whether a payment
was proper.

Indign tribe means any Indian tribe,
band, nation, or other organized group
or community, including any Alaske
Native village or regional or villege
oorporation as defined in or established
pursuant to the Alagks Native Clalms
Settlement Act (48 U.S,0. Chapter 33),
which s recognized ag eligible for the
speoial programs and services provided
by the United States to Indians be-
oguse of their status as Indiens (26
U.8.0. 450b(e)). See annually published
Bureau of Indtan Affairs list of Indlan
Entities Recognized and Bligible to Re-
oslve Bervices,

Indirect cost rate proposal means the
documentation prepared by a non-Fed-
oral entity to substantiabe ite request
for the establishment of an indireot
cost rate as desoribed in appendix I
through appendix VII, and appendix IX
of thig part,

Indiveot (Facilities and Administration
or F&A) costs means costs inowrred for
a common or joint purpose henefitting
more than ope cogt, objective, and not
readily agsignable to the cost objec-
tives specifically benefitted, without
effort disproportionate to the results
achieved. To facllitate equitable dis-
tribution of indirect expenses to the
cost objectives served, it may be neo-
essary to establigh a. number of po0ols of
indivect (F&A) costs. Indireot (F&A)
cost pools must be distributed to bene-
fitted cost objectives on bases that will
produce an eguitable result in consider-
ation of relative bhenefits derived.

Information technology systems means
ocomputing devices, ancillary equip-

ment;, software, firmware, and similar
procedures, gervices (inoluding support
services), and related resources. See
also Computing devices and Equipment.

Institution of Higher Education (IHE)
is defined at 20 U.8.0, 1001,

Intangible property means property
having no physical existence, such as
trademarks, ocopyrights, patents and

patent applications and property, such -

as loans, notes and other debt instrn-
ments, lease agreements, stock and
other instruments of property owner-
ship (whether the property is tangible
or intangible).

Intermediate cost obfective means &
oost objective that is used to acoumu-
lete Indirect costs or servioe ocenter
copts that are subpequently allocated
to one or more indireot cost pools or
final cost objectives, See also Cost 0b-
Jective and Final cost objeciive,

Internal control over compliance 7e-
quirements for Federal awards means &
prooess implemented by a non-Fodersal
entity designed to provide reasonable

assurance regarding the achievement:

of the following objectives for Federal
awards;

(1) Transsobions are properly re-
corded and socounted for, in order to:

(1) Permit the preparation of reliable
finanolal statements and Federal re-
ports;

(ii) Maintein acoountability over ng-
pots; and '

(iil) Demomnstrate ocompliance with
Poderal statutes, regulations, and tha
termg and conditions of the Federal
award;

(2) Transactions are executed in oom-
pliance with: .

(1) Pederal statutes, regulations, and
the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and

(1) Any other Federal statutes and
rogulations that are identified in the
Compliance Bupplement; and

(8) Funds, property, and other aggets
aro safegnarded against loss from un-
authorized use or disposition.

Internal controls meaus & prooess, im-
vlemented by & non-Federal entity, de-
signed to provide reasonable assuranoe
regarding the achievement of objeo-
tives in the following oategories:

(1) Bffectiveness and officisnoy of op-
erations;
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(2) Reliability of reporting for inter-
nal and externsl use; and

(3) Oompliance with applicable laws
and regulations.

Loan means a Federal losn or loan
gunarantee recelved or administered by
a non-Federal entity, except ag used In
the definition of Program income.

(1) The term “direct loan" means a
digbursement of funds by the Feoderal
Government 50 & non-Federal borrower
under a conbract that reguires the re-
payment of such fundg with or without
intereat. The term includes the pur-
chage of, or parbicipation im, a loan
made by another lender and financing
arrangements thet defer payment for
more than 90 days, including the sale of
& Federal Glovernment asset on oredit
terms. The term does not include the
acquisition of a federally guaranteed
loan in satisfaotion of default claims or
the price support loanms of the Com-
modity Oredit Corporation.

(2) The term “direct loan obligation™
means o binding agresment by a Fed-
eral awarding agenoy to make s direot
loan when specified conditions are ful-
filled by the borrower,

(3) The term ‘““loan guaranteo’ means
any Federal Government guarantee, in-
surance, or other pledge with respect
to the payment of a1l or a part of the
principal or interest on any debt obli-
gation of & non-Federal borrower to o
non-Federal lender, but does not in-
olude the insurance of deposits, shares,
or other withdrawable accounts in fi-
nancial institutions.

(4) The term “loan guarantee com-
mitment’’ means a binding agreement
by a Federal awarding agency to meke
2 1oan guarantee when specified condl-
tlons are fulfilled by the borrower, the
lendel, or any other party to the guar-
antes agreement.

Looal governmeni means any unit of
government within & state, including a;

(1) County; :

(2) Borough,

(3) Municipality;

(4) Oity;

(5) Town;

(6) Township;

() Parish;

(8) Local publo authority, ineluding
any public housing agency under the
United States Housing Act of 1937;

(9) Special distriot;

:
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(10) School distriot;

(11) Intrastate distriot;

(12) Council of governments, whether
or not incorporated as a nonprofit cor-
poration under state law; and

(18) Any other agenoy or instramen-
tality of a multi-~, regional, or intra-
state or local government,

Major program means a Federal pro-
gram determined by the auditor to be a
major program in accordance with
§75.618 or a program ldentifled as w
major program by a Federal awarding
agency or pass-through entity in ac-
cordance with §75.608(e).

Management decision means the eval-
uation by the Pederal awarding agency
or pass-through enbity of the audit
findings and correotive action plan and
the issuance of & written decislon to
the auditee as to what corrective ao-
tion is necessary.

Micro-purchase mesng a purchese of
suppHes or servioes using simplified ac-
quisition procedures, the aggregate
amount of which does not exceed the
mioro-purchase threshold. Mioro-pur-
chase procedures comprise a subset of s
non-Federal entity's small purchase
procedures, The non-Federal entity
uses such prooedures in crder to expe-
dite the completlon of its lowest-dollar
small purchase transactions and mini-
mize the assoolated adminiatrative
burden and cost. The micre-purchage
threshold 1s set by the Federal Acquisi-
tion Regulation ab 48 OFR Subpart 2.1
(Definitions), It 1s $3,000 except as oth-
erwlse disoussed in subpart 2.1 of that
regulation, but this threshold is peri-
odioally adjusted for inflation.

Modified Total Direet Cost (MTDC)
meang all direot salaries and wages, ab-
plicgble fringe benefits, materiald and
gupplies, services, travel, and wp to the
first $25,000 of each subaward (regard-
less of the yperiod of performance of the
sabawards under the award), MTDO ex-
oludes equipment, oapltal expendi-
tures, charges for patient care, rental
ooslg, tuition remission, scholarships
and fellowshlps, participant support
costs and the porblon of each subaward
in excess of $26,000. Other items may
only be excluded when necessary to
avold a serlous inequity in the dis-
tribution of indirect costs, and with
the approval of the cognizant agenocy
for indirect costs.
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Non-Federal eniity means & sbtatbe,
local government, Indian tribe, inatitn-
tion of higher education (IHRE), or non-
profit organization that carries out a
Foderal award as a recipient or sub-
reciplent,

Nonprofit organization means any ocor-
poration, trust, assoolation, coopera-
tive, or other orgamieation, not includ-
ing IHHSg, that:

() Is operated primarily for soi-
entific, eduoational, service, chari-
table, or similar purposes in the publio
interest;

(2) Is not organized primarily for
profit; and

(8) Uses net proceeds to maintain,
improve, or expand the operations of
the organization,

Obligations means orders placed for
property and services, contracts and
subawards made, and similar trans-
actions during a given period that re-
quire payment by the non-Federal enti-
ty during the same or a future period.

Office of Management ond Budgel
(OMB) means the Hxeoubive Office of
the President, Offloe of Management
and Budget.

Oversight agency for audit means the
Federsl awarding agenoy that provides
the predominent amount of funding di-
reotly to a mon-Federal entity not as-
pigned a cognizant sgency for audit,
When there is no direct funding, the
Pederal awarding sgency which 18 the

predominant source of pass-through.

funding must assume the oversight re-
sponsibilities, The duties' of the over-
sight agenoy for audit and the process
for any reassignments are described in
§'75.618(h),

Participant support costs means direct
costs for 1tems such as stipends or sub-
sistence allowances, travel allowsnces,
and registration fees paid to or on be-
half of partioipants or trainees (but not
smployeer) in conmection with con-
ferences, or training projects. .

Pass-through entity means a non-Fed-
erel entity that provides a subaward to
a subrecipient to oerry out part of a
Federal program. .

Performance goal means a target level
of performance expressed as a tangible,
measurable objective, against which
aotual aohievement can be compared,
including & goal expressed as e quan-
titative standard, velue, or rate. In

§75.2

gomo instances (e.g., discretionary re-
gearch awards), this may he mited to
the requirement to submit technical
performance reports (to be evaluated in
socordance with agenoy policy),

Period of performance means the time
during which the non-Federal entity
may inour new obligations to carry out
the worlt authorized under the Federal
award. The Federal awarding agenoy or
pase-through entity must include start
and end dates of the period of perform-
ance In t{he ' Pederal award (see
§675.210(a.)(5) and 76.362(a)(1)(¥)).

Personal property wmesns property of
any kind except real property. It may
be tangible, having physical existence,
or intangible, such as copyrights, pat-
ents, or seourities.

Personally  Identifigble Information
(PII) means Informabion that cam be
uged to distinguish or trace an individ-
ual'y identity, either alone or when
combined with other personal or iden-
tifying informaetion that is linked or
linkable to a specific individual. Some
informabtlon that is considered to he
PII ig available in public sources such
a8 telephone books, public Web sites,
and university listings, This type of in-
formation is congidered to be Public
P11 and includes, for example, first and
last neme, address, work telephone
number, email address, home telephone
number, end general educational ore-
dentials, The definition of PII is not
anchored to any single category of in-
formation or technology. Rether, it re-
quires a cage-by-oase assessment of the
speocific risk that an individual can be
identified, Nomn-PII can becoms PIT
whenever additional information I8
made publicly available, in any me-
dium and from any source, that, when
aombined with other avallable infor-
maetion, conld be used to identify an in-
dividual,

Principal Investigator/Program Director
(PI/PD) means the individusl (s) des-
ignated by the recipient to dirsot the
project: or program bheing supported by
the grant. The PI/PD is responsible end
accountable to officlals of the recipient
organization for the proper conduect of
the project, program, or activity.

Prior approval meang written ap-
proval by an suthorized HHS official
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evidencing prior conmsent before a re-
cipient undertalkes certain aoctivities or
Inours specific costs.

Program income means grogs income
earned by the non-Federal entity that
is direotly generated by a supported ac-
tivity or earned as a repult of the Fed-
eral award during the period of per-
formance except as provided in
§76.807(f). (Bee Perlog of performance.)
Program income ingludes but is not
Iimited to income from fees for serv-
{oes performed, the use or rential or
real or persomal property aoquired
nnder Federal awards, the sale of ocom-
modities or items fabrioated under a
Federal award, license fees and royal-
tiey on patents and copyrights, and
principal and interest on loans made
with Federal award funds, Interest
earned on advances of Federal funds i
nob program income, Hxcept as other-
wise provided in Federal statutes, regu-
lations, or the terms and conditions of
the Federal awsard, program income
does not include rebates, oredits, dis-
counts, and interest earned on any of
them. See also §§76.307, 76,407 and 85
U.8.0. 200212 (applles to inventions
made under Federal awards),

Project costs means total allowable
oot inourred under a Federal award
and all required cost gharing and vol-
untary committed cost sharing, includ-
ing third-party contributions,

Profect perlod (see Period of perform-
ance).

Property means real properby or per-
sonal property.

Protected Personally Identifiable Infor-
mation (Protecied PII) Prolected PII
moeans an individual’s first name or
first initial and lagt name in combina-
tion with any one or more of types of
information, including, but not Hmited
to, social securiby number, passport
number, credit card numbers, clear-
anoes, bank numberg, biometrics, dabte

and place of birth, mother’s maiden.

name, oriminal, medical and finanoial
records, educational transoripts. This
does not include PII that 18 required by
law to be disclosed. (SBee also Pergon-
glly Identifiable Information (PII)).

Questioned cost means & cost that is
questioned by the suditor because of an
audit finding:

(1) Which resulted from a violation or
possible violation of a statute, regula-

’
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tlon, or the terms and conditions of a
Federsl award, including for funds used
to match Federal funds;

(2) Where the costs, at the time of
the audit, are not supported by ade-
quate documentation; or

(8) Where the costs incurred appear
unreasonakle and do not reflect the ac-
tions s prudent person would take in
the circumsgtances.

Real property means land, including
land improvements, structures and ap-
purtenances thereto, but exoludes
moveable machinery and equipment.

Reciplent mesns an entity, usually
but not imited to non-Federal entities,
that receives a Federal award directly
from & Federal awarding agency to
oarry out an activity under a Federal
program, The term reciplent does not
include subrecipients. See also Non-
Federal entily.

Researoh 18 defined ag o systematic
study directed toward fuller scientific
knowledge or understanding of the sub-
ject studied. ‘*Dovelopment' is the pys-
tematic use of knowledge and under-
stending gained from repearch directed
toward the production of useful mate-
rialg, devioces, systems, or methods, in-
cluding degign and development of pro- -
totypes and provesses.

Research and Development (R&D)
means &all resesrch gotivities, both
basic and applied, and all development
aotivities that are psrformed by HHS
award recipients, 'The term research
also includes aotivities involving the
training of individuals in research
technigues where such aotivities utilize
the same facilities as other research
and development aotivities and whers
guch aobtivities are not included in the
ingtruction funoction,

Simplified acquisition threshold means
the dollar amount below wlhich a non-
Tederal entity may purchase property
or services using small purchase meth-
ods, Non-Federsl entities adopt small
purchage procedurss in order to expe-
dite the purchesge of items costing less
than the simplified acquisition thresh-
01d, The slmplified acquisition thresh-
old 18 get by the Federal Acquisition
Regulation at 48 OFR subpart 2,1 and in
aocordance with 41 1,8,C, 1008, See also
Micro-purchase
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Special purpose equipment Ieang
equipment which ig used only for re-
search, medical, sclentifie, or other
technical activities, Bxamples of gpe-
einl purpose equipment include mioro-
scopes, X-ray machines, surgical ingtru-
ments, and spectrometers, See algo
Eguipment and General purpose equip-
ment.

State means any state of tho United
ftates, the District of Columbia, the
Commonwealth of Puerto Ricn, the
U.8. Virgin Iglands, Guam, American
Samoa, the Commonwealth of the
Northern Mariana Islands, and any
agency or instrumentality thereof ex-
clusive of local governments,

Student Financtel Aid (SF4) means
Federal awards under thoge programs
of general student assistance, such as
those authorized by Title IV of the
Higher Hducation Aot of 1965, as
amended, (20 U.S.0. 1070-10094), which
are administered by the U.8. Depart-
ment of Hducation, and similar pro-
grams provided by other Federal agen-
oles. It does not include Federal awards
under programs that provide fellow-
ships or gimilar Federal awards to stu-
dents on a compsetitive basis, or for
specified studies or regearch.

Subaward means .an award provided
by & pass-throngh entity to a sub-
recipient for the subreciplent to carry
out part of a Federal award received by
the pags-through entity. It does not in-
clude payments to a contractor or pay-
ments to an individual that i8 a bene-
ficlary of a Federal program. A
pubaward may be provided through any
form of legal agreement, inoluding an
agreement that the pasg-through enti-
ty considers & contraoct,

Subrecipient means s non-Federal en-
tity that recelves a subaward from a
pass-through entity to carry out part
of a Federal progrem; but does not in-
oclude an individual that is a bene-
ficiary of such program. A subreoipient
may aleo be a recipient of other Fed-
eral awards directly from & Federal
awarding agency.

Supplies moeang all tangible personal
property other than those desoribed in
Egquivment, A computing device is &
supply if the acguisition cost is less
than the lesser of the oapitalization
level established by the non-Federal
entity for finanocial statement purposes
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or $5,000, regardless of the length of itg
ugeful life. See also Computing devices
and Zguipment.

Surplus property (see Excess property)

Suspension of award aclivities means
an aotion by the HHR awarding agency
requiring the recipient to cease ull ac-
tivities on the award pending correc-
tive action by the recipient.It is a sep-
arate acbtlon from suspension under
HHS regulations (2 OFR part 878) im-
plementing Executive Orders 12649 and
12689,

Termination means the ending of a
Federal award, in whole or in part at
any btime prior to the planned end of
period of performance,

Third-party  in-kind  coniributions
means the value of non-cash contribn-
tlons (i.e., property or services) that:

(1) DBenefit & foderally assisted
project or program; and

(2) Are ocontributed by non-Federal
third parties, without charge, to a non-
Federal entity under a Fedoral award.

Total Costs (see §75.402).

Unliquidated obligations means, for fi-
nanéial reports prepared on a oash
basig, obligations inourred by the non-
Federa) entity that have not been paid
(liguldated). For reports propared on an -
acorusl expenditure basis, these are ob-
ligations inourred by the non-Federal
entity for which an expenditure has
not been recorded.

Unobligated  balance means the
amount of funds authorized under a
Federal award that the non-Federal en-
tity ha# not obligated. The amount ig
computed by subtracting the oumu-
lative amount of the non-I'ederal enti~
ty’s unliquidated obligations and ex-
penditures of funds under the Federal
award from the cumulative amount of
the funds that the IPederal awarding
agenoy or pass-through entity aunthor-
1zed the non-Federal entity to obligate,

Voluniary commitied cost sharing
means coet sharing specifically pledged
on a voluntary basls in the proposal’s
budget or the Federal award on the
part of the non-Federal entity and that
becomes g hinding requirement of Fed-
eral award,

237




§75.100

Subpart B—General Provislons

§75,300 Purposa.

(8)(1) This part establishes uniform
administrative requirements, oosb
prineiples, and audit requirements for
Tederal swards to non-Federal entities,
a8 desoribed in §76.101, HHS awarding
agencies must not impose additional or
inocongistent requirements, except as
provided in §§76.102 and 76.210, or unless
speoifically required by Federal stat-
ute, regulation, or Bxecubive Order.

(2) This part provides the basis for &
systematic and periodio collection and
uniform submission by Federal agen-
oles of information on ail Federal fl-
nanocial asgistance programs to the Of-
fioe of Management and Budget (OMB),
It also establishes Federal policies re-
labed to the delivery of thig informa~
tion to the puble, including through
the use of eleotronic media. It pre-
goribes the manner in which General
Services Administration (GSA), OMB,
and Tederal agencies that administer
Federal financial assistence programs
axe to carry out their statutory respon-
sibilities under the Federal Program
Information Act (31 U.8.0. 6101-6106).

(h) Administrative requirements. Sub-
parts B through D of this part set forth
the uniform administrative require-
ments for grant and cooperative agrese-
ments, including the vequirements for
HHS awarding agenoy management of
Pederal grant programs before the Fod-
oral award hag been made, and the re-
duirements HHS awarding agenocies
may impose on non-Federal entities in
the Pederal award,

(o) Cost principles, Subpart B of this
part establishes principles for deter-
mining the allowable cogts incurred by
non-Federal entitles under Federal
awards. The principles are for the pur-
pose of cost determination and are not
intended to identify the ciroumstancei
or dictate the extent of Federal Gov-
ernment; participation in the financing
of 5 partioular program or project, The
principles are designed to provide that
Tederal awards bear their fair share of
oost recogmized under these principles
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excepb where restricted or prohibited
by statute.

(d) Single audit requivements and audit
follow-up. Bubpart P of thiy part is
issued pursuant to the Single Audlt
Aot Amendments of 1088, (81 U.8.C,
7601-7607), It sets forth standarvds for
obtalning conplstency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards. These provisions alto pro-
vide the poloies and proosdures for
HHS awarding agencies and pass-
through entities when using the repults
of thess audits,

(e) For OMB guldance to Federal
awarding egencles on Chellenges and
Prizes, please see M-10-11 Guidence on
the Use of Challenges and Prizes to
Promote Open Government, Iissued
March 8, 2010, or its sucocessor.

§75.101 Applieability.

(a) General applicability to Federal
agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
era)l entities. These requirements are
applicable to all oosls related to Fed-
eral awards,

(b)) Applicability to different types of
Federal awards. The following table de- |
soribes what portions of this part apply
to which Gypes of Federal awards, The
terms and conditions of Federal-awards
(including this part) flow down to sub-
awards to subrecipients unless a par-
ticular seotion of this part or the terms
and conditions of the Federal awsard
gpecifically indicate otherwise, Thig
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a reciplent or subreciplent of
o Pederal award, Pass-through entities
mugt comply with the requirements de-
soribed in subpart D of this pars,
§§76.3561 through 75,363, but not any ve-
guirements in this part directed to-
wards Federal awarding agencies un-
less the regquirements of thig part or
the terms and conditions of the Federal
award indloate otherwise. This table
must be read along with the other pro-
vigions in this gection
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§76.101

Are eppicable lo the following types of Federal Are NOT epplloabls fo the follo 59 ol
T pat o portons of Aords {excep o3 fod in pragreph () and | £t it Wing bypea of
Subpart A—Acronyms —Af,
and Delinitions,
Subpart B—General Pro- | —All,
vislons, except for
§876.111, 76,112 and
76.113., i . )
Sections 76,111, 76,112, | —Gran) ap ts and coop agree- | —Ag| 16 for: foans, loan uaraniees, Infer-
and 75.113. ments, a8l subtldles and insurance
—Cost-ralmb | ded under
the Federal Aoguisition Regulations and cost-
reimbumsement and subconimets under these
conlraats
~—Fixed-prics contracts and subcontracts award-
ed under the Federal Acqulsition Regulation
. whenover cosl analysls {s performed or the
contract requires the dotermination or negalia-
Jfion of costs
Subpars G-D, excep! for | —@Granl ag and coopoerative agres- | —Agr ts for: (oans, loan guamniess, inter-
Subresiplont Monltoring | menta. sl subsidies and insurance
and Management. —Cosl-ralmburéement eonfracts awarded under
the Federal Acqulsliion Regulations and cost-
relmbursement and subcontracls under these
conlimote
—Fixed-price conlracts end subrontracts eward-
ed under We Faders! Acqulsiion Regulation
h cos| fyels |6 pariormed or lhe
comtraot requires the determinaljon or negolla-
tlon of costs
Subpart D—Post Federal | —All.
Award Requirements,
Sutreciplent Mortloring
and Managemanl, .
Subpart E—Cosf Prin- —@rani agreements and cooperalive agree- | —Gmnt ag and pemalive agree-
ciples. ments, except those providing food commod- | ments providing food commodities
IHes. —Fixed amount awards
—Cost-relmbursement conlmols rded under Ag for: loans, loan guamntees, nter-
the Federal Acquisilion Regulations and cosl- |  eal subsidles and ingurance
relmbusement end subcontracts under these | —Faderal awards to hospltals (8o appendix IX)
coniracls In accardance with the FAR,
—~Fixed-price conlracts snd subcontracts award-
ed under the Federal Acquisition Reguletion
whenever cnst analysls is performed or the
gontmo! requires the determination or negotis-
tlon of aosts,
Subpan F—Audt Re- —All
quirernents.

(2) Federal award of cost-relmburse-
ment: contrach under the FAR to a non-
Federal entity, When a non-Federal en-
Lty 18 awarded a ocost-relmbursement
ocontraot, only subpart D of this part,
§§75.361 through 76.853 (in addition to
eny FAR related requirements for
monitoring subpart B of this part and
subpart F of thig part are incorporated
by reference into the combtract. How-
ever, when the Uost Accounting Stand-
ards (OAS) are applicable to the con-
trnat, they take precedence over the
requirements of this part except for

subpart F of this part when they are in

conflict. In addition, costs that are
made unallowable under 10 U.8.C.

2324(e) and 41 U.8.0, 4804(a) a8 desoribed
in the FAR subpart 81.2 and subpart
31,603 are always unallowable. For ro-
quirements other than those covered in
subpart D of this part, §§75.361 through
76.363, subpart I of bhis part-and sub-
part B of thig pert, the terms of the
contract and the PAR apply.

(3) With the exception of subpart F of
this part, which ig required by the Sin-
gle Aundit Act, in any olroumstances
where the provisions of Federal stat-
utes or regulations differ from the pro-
visions of this part, the provision of
the Federal stabtutes or regulations
govern. This includes, for agrsements
with Indian tribes, the provisions of
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the Indian ° Self-Determination and
Bducation and  Assistance  Act

(SDEAA), as umended, 256 U.8.0. 460-
458ddd-2.

(c) HHS awsrding agencies may apply
pubparts A through B of this part to
Toderal agencies (see §76.216), for-profit
entities, foreign publle entities, or for-
eign organizations, except where the
HHS awarding agency determines that
the application of these subparts would
be inconglstent with the international
obligations of the United States or the

ptatutes or regulations of a foreign .

government.

(@) Hxcept for §75.202 and §§75.851
through 75,363 of subpart D of this part,
the requirements in subpart O of this
part, subpart D of this part, and sub-
part B of this part do not apply to the
following programs:

(1) The block grant awards author-
ized by the Omnibus Budget Reoconoili-
ation Aot of 1981 (including Community
Hervices, exocepb to the extent that the
cost and accounting standards of OMB
apply to subreolipients of Community
Services Blook Grant fands pursnant to
42 U.8.0. 90018(a)(1)XB); Freventive
Health and Heaslth Services; Alcohol,

Drug Abuse, and Mental Henlth Saerv- .

ioes; Maternal and Child Health Serv-
ices; Soolal Services; Low-Income
Home Bnergy Assistance; States’ Pro-
gram of Community Development
Blook Grant Awards for Small Cltles;
and Elementery and Secondary Hdu-
oation other then programs adminis-
tered by the Secretary of Education
under title V, subtitle D, chapter 2,
seotion 583—the Seorstary’s disore-
tlonary award program) and both the
Alcohol and Drug Abuse Treatment
and Rehabilitetion Bloclkk Grant Award
(42 U.8.0. 800x-21 to 80035 end 42
U.8.0. 300x-51 to 300x64) and the Mental
Health Service for the Homeless Block
Girant Award (42 U.8.0. 300x to 300x-9)
under the Public Henlth Service Aot,

(2) Federal awards to local education
agenoles under 20 U.8.C. 7702-7708b,
(portiong of the Impaot Aid program);

(8) Payments under the Department
of Veterans Affairs’ BState Home Per
Diem Program (38 U.8.0, 1741); and

() Federal awards authorized under
the Child Care and Development Block
Grant Aot of 1080, as amended:
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(1) Ohild Uare and Development Block
Grant (42 U.8.0. 9668)

(11) Ohild Oare Mandatory and Match-~
ing Funds of the Child Care and Devel-
opment Fund (42 U,8,0. 9868)

(e) Except for §76,202, the guidancs in
subpart C of this part does not apply to
the following programs: :

(1) Federal awards to oarry out the
following programs of the Social Bsou-
rity Aot:

(1) Pemporary Assistance for Needy
Families (title 1V-A of the SBoolal S8sou-
rity Act, 42 U.8,C, 601-619);

(1) ohild Bupport Enforcement and
Establishment of Paternity (bitle IV-D
of the Soclel Security Aet, 42 U.8.0.
661-6860h);

(iil) Foster Oare and Adoption Assist-
ence (titls IV-H of the Act, 42 U.8.0.
670-678a);

(iv) Aid to the Aged, Blind, and Dis-
abled (titles I, X, X1V, and XVI-AABD
of the Aot, a8 amended);

(v) Medioal Assistance (Medioadd)
(title XTX of the Aot, 42 U,8.C, 1308
1886w-5) not including the State Med-
icald Fraud Control program author-
ized by §1003(a)(6)(B) of the Sooial SBe-
om:iiby Act (42 U.8.0, 1308b(a)(6)(B));
an

(vi) Children’s Health Ingurance Pro-
gram (title XXI of the Aoct, 42 U.8.0,
1397a8-1397mm).

(2) A Fedoral award for an experi-
mental, pilot, or demonstration project
that is also supported by a Federal
award lated in paragraph (e)(1) of this
seobion;

(3) Federal awards under subsection
412(e) of the Immigration and Nation-
ality Act and subsection 50i(a) of the
Refuges REduoation Assistance Aot of
1980 (Pub. L, 96-422, 94 Stat. 1809), for
cagh assistance, medical asgigtance,
and supplemental security income hen-
ofits to refugees and entrants and the
sdministrative costs of providing the
assistence and benefits (8 U.B.0,
1622(e));

(4) intitloment awards under the fol-
lowing programs of The National
School Lunoch Aot

(1) National School Liumoh Program
(section 4 of the Act, 42 U.8.C. 1753),

(11) Commodity Asgsistance (section 6
of the Aot, 42 U,8.0, 1766),

(iil) Speocial Meal Assistance (seotion
11 of the Act, 42 U.8,0. 1769a),

240




Depariment of Health and Human Services

(iv) Bummer Food Service Program
for Children (section 13 of the Aot, 42
U.8.C, 1761), and

(v) Child and Adult Care Food Pro-
gram (gection 17 of the Act, 42 U.8.0,
1766).

(6)) Entitlement awards under the fol-
lowing programs of The Child Nutri-
tion Aot of 1966:

(1) Special Milk Program (section 8 of
the Act, 42 U.8.0. 1772),

@1) School Breakfast Program (sec-
tion 4 of the Act, 42 U.8.0. 1773), and

(ii1) State Administrative Bxpenses
(section 7 of the Act, 42 U.8.0. 1776),

(6) Entitlement awards for State Ad-
ministrative Expenses under The Food
and Nutrition Act of 2008 (section 16 of
the Act, 7 U.B.0. 2026).

(7) Non-digoretionary Federal awards
under the following non-entitlement
Programs:

) Special Bupplemental Nutriiion
Program for Women, Infants and Chil-
dren (section 17 of the Child Nutrition
Act of 1968) 42 U.8.C. 1786;

(11) The Bmergenoy Food Asslastance
Programs (Emergenoy Food Assistance
Aot of 1089) 7 U.8.0. 7501 note; and

(iil) Commodity Supplemental Food
Program (seotion & of the Agrioulture
and Oonsumer Protection Aot of 1973) 7
U.8.0. 6120 note,

§76.102 Exceptions.

() With the exception of subpart I' of
this part, OMB may allow exceptions
for olagses of Federal awerds or non-
Pederal entities subject to the require-
ments of thig part when exoeptions are
not prohibited by statute. However, in
the interest of maximum uniformity,
exceptlons from the requirements of
this part will be permitted only in un-
usual ciroumstances. Ixceptions for
clagses of Federal awards or non-Fed-
eral entities will be published on the
OMB Web site at www.whitehouse.gov/
omb. .
(b) Bxceptions on a case-by-oase basis
for individual non-Fedseral entities may
be authorized by the HHS awarding
agency or cognizant agenoy for indireot
copts exoept where otherwise veguired
by law or where OMB or other approval
is expressly required by thig part. No
case-by-case exosptions may be grant-
ed to the provisions of subpart F of this
part.

§76.03

* (o) The HHS awarding agenoy may
apply more restrictive requirements to
a olags of Federal awards or non-Fed-
eral entities when approved by OMB, or
when required by Federal statutes or
regulations, exoept for the reguire-
ments in subpart I of this part. An
HHS awarding agency may apply less
restriotive requirements when meking
fixed amount awards as defined in sub-
parh A of this part, except for those re-
quirements {mposged by statute or in
subpart F of this part,

(d) On a case-by-oase basis, OMB will
approve new strategles for Federal
awards when proposed by the HHS
awarding agenoy in accordance with
OMB guidance (such as M-13-17) to de-
velop additional evidence relevant to
addressing important policy challenges
or to promote cogt-effectiveness in and
across Federal programs. Proposals
may draw on the innovative program
designe discussed in M-138-17 to expand
or improve the use of offective prac-
tices in delivering Pederal financial as-
sistance while also encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-18-17 may include requests to waive
requiraments other than thoge in gub-
part F of this part.

§76.103 Authorities,

This part is issued under the fol-
lowing authorities.

(a) Subpart B of this part through
pubpart D of thip part axe authorized
under 81 U.8.0, 608 (the Chief Finanocial
Officers Aot, Functions of the Deputy
Direotor for Management), 81 U.B.C.
1111 (Improving Toonomy and BLfi-
olenoy of the United Btates Govern-
ment), 41 U.8,0. 11011131 (the Office of
Federal Proourement Policy Act), Re-
organization Plan No, 2 of 1970, and Ex-
eoutive Order 11541, the Single Audit
Act Amendments of 1098, (81 U.8.C.
7501-7607), as well as The Federal Pro-
gram Information Aot (Public Liaw 95-
220 and Publiec Law 98-169, as amended,
oodified at 81 U.8.0, 6101-6108).

(b) Bubpart B of this part 18 author-
1zed under the Budget and Accounting
Aot of 1921, ag amended; the Budget
and Accounting Prooedures Act of 1960,
as amended (31 U.8.0. 1101-1126); the
Chief Financial Officers Aot of 1990 (31
U.8.0. 503-504); Reorganization Plan
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No. 2 of 1970; end Bxecutive Order No.
11641,

(0) Bubpart F of this part 18 author-
lzed under the 8ingle Audit Act
Amendments of 1998, (31 U,8.0. '75601-
7507).

§%5,104 Supersession.

Asp described in §75.110, this part su-
persedes: .

(a) 'The following OMB guidance doo-
uments and regulatlons under Title 2 of
the Cods of Federal Regulations:

(1) A-21, “Cost Prinoiples for BEdu-
cational Institutions” (2 OFR part 220);

(2) A-87, “Cost Prinoiples for State,
Loosal and Indian Tribal Governments”
(2 OFR part 225) ond also FEDERAL REG-
ISTER notice 61 FR 662 (January 6, 1986);

(3) A-88, “'Federal Domestio Assist-
ance Program Information';

(1) A-103, “Grant Awards and Oooper-
ative Agreements with 8fate and Looal
Governments’';

(6) A-110, “Uniform Adminigtrative
Requirements for Awerds and Other
Agreements with Institations of Higher
Eduoation, Hospitals, and Other Non-
profit Organizations" (codified at 2
COFR 215);

(6) A-123, “*Cost Principles for Non-
Profit Organizations” (2 OFR part 230);

(7) A-133, “Audits of Sbates, Looal
Governments end Non-Profit Organiza-
tions, and

(8) Those sgections of A-50 related to
audite performed under subpart F of
this part.

(b) This part also supersedes HHS'
regulations at 45 OFR parts 74 and 92,

§76.105 Effect on other issuanees,

For Federal awardg subject to this
part, all adminiptrative requirements,
program manuals, handhooks and other
non-regulatory materials that axe in-
congistent with the requirements of
this part are superseded upon imple-
mentation of this part by the HHS
awarding agenoy, except to the extent
they ars required by statute or author-

{zed in accordance with the provisions

in §76.102.

$76,108 Agenoy implementation,

HHS ig implementing the language in
2 OFR part 200 in theee codified regula-
tions,

'

" 45 CFR Subfitle A (10-1-15 Edition)

§78.107 OMB responsibilities,

OMBE will review HHE agonoy regula-
tions and implementation of 2 OFR
part 200, and will provide interpreta-
tlons of polioy requirements and aesist-
ance to ensure effeotive and efficient
implementation. Any exceptions will
be subject to approval by OMB, Bxcep-
tione will only be made in partioular
oages where adequate justification is
presented.

§%76.108 Inquiries.

Inquiries concerning 2 OFR part 200
may be directed to the Office of Fed-
eral Financlal Management, Office of
Management and Budget, in Wash-
ington, DO. Inquiries concerning 46
CFR part 76 should be addressed to the
HHS awarding agency, cognizant agen-
oy for indirecti costs, cognizant or over«
sight agenoy for audit, or pass-through
entity as appropriate.

§%5.109 Review date,

OMB will review 2 CFR part 200 and
HHS will review 45 part 76 ab least
every five years after December 2§,
2013,

§75.110 Effective/Applicability date,

(») The ptandards set forth in this
part whioh affect administration of
Federal awards issued by Federal agen~
cieg hocome effeotive December 26,
2014. Foxr the procurement stendards in
2 CFR 200.817-200.826, non-Federal onti-
tles previougly subject to OMB Ciroular
A-110 may ocontinue to comply with the
proourement standards in previous
OMB guidance (superseded by this part
as desoribed in 2 OFR 200.104) for one
additional fiscal year after this part
goos into effect, If an entity chooses to
remain with the previous procursment
sbandards for an additional figoal year
before adopting the procurement stand-
ardg in thig part, they must document
this decision in their internsl procure-
ment policies, in aceordance with the
guidance in appendix XI to this part,

(b) The standards set forth in subpart
F of this part and any other standards
which apply directly to HHS agoncles
will be effective December 26, 2013, and
will apply to audits of fisoal years be-
ginning on or after December 26, 2014,
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§975.111 English language.

(a) All Federal financlal assistance
announcements and Federal award in-
formation must be in the English lan-
guage, Applioations mupt be submitted
in the English langusge and must be in
the terms of U.8. dollars, If the HHS
awarding agency recelves appllcations
in another ourrency, the HHS awarding
agency will evalnate the applioation by
converting the forelgn ocurrency to
United Btates currency using the date
specified for receipt of the application.

(b) Non-Federal entitles may trans-
late the Federal award snd other docu-
ments into another language., In the
event of inoconsistency between any
‘terms and conditions of the Federal
award and any translation into another
language, the linglish language mean-
ing will control, Where a significant
portion of the non-Federal entity’s em-
ployees who are working on the Fed-
eral award are nobt fluent in HEnglish,
the non-Federal entity must provide
the Federal award in English and the
language(s) with which employees are
more familiar,

§75.112 Conflict of inferest,

(a) HBH awarding agenoles must es-
teblish conflict of Interest policies for
Faderal awarde. The non-Federal enti-
ty must disclose in writing any poten-~
tial confliot of interest to the respec-
tlve HHS awarding agenoy or pass-
through entity in socordance with ap-
plicable HHS awarding agenoy’s polioy,
As a general matter, HHS awarding
agenoles’ conflict of interest polloles
mugt:

(1) Address conditions under which
outside aotlvities, relationghips, or fi-
nancial interests are proper or im-
proper;

(2) Provide for advance notification
of oubside aotivities, relationships, or
finanoial interests, and a prooess of re-
view a8 appropriate; and

(8) Outline how financial conflicts of
interest may be addressed.

(b) Agenoles with Public Health Serv-
ice (PHS) funded research will ensure
that any confliot of interest policies
are aligned with the requjrement.s of 42
OFR, part 60, subpart Tt

§75.201

§75.118 Mandatory disclosures.

The non-Federal entity or applicant
for a Federal award must disclose, in a
timely manner, in writing to the HHS
awarding agency or pass-through enti-
bty all violatlong of Federal oriminal
law involving frauwd, bribery, or gra~
tuity violations potentially affecting
the Federal award. Failure to make re-
quired digologures ¢en result in any of
the remedles demoribed in §75.871, in-
cluding suspension or debarment. (See
plgo 2 OFR parte 180 and 376, and 91
U.8.0, 3321).

Subpart C—Pre-Federal Award
Requirements and Contenis of
Federal Awards

§75.200 Purpose.

(a) Bections 76.201 through 75,208 pre-
goribe inetruoctions end other pre-award
matters to be used in the announce-
ment and application process.

(b) Use of §§176.208, 76.204, 76.205, and
76.207, is required only for competitive
Pederal awards, but may also be used
by the HHS awarding agency for non-
compotitive awards where appropriate
or where reguired by Federal statute.

§75.201 Use of grant agreements (in-
cluding fixed amount awards), co-
operative agreements,
tracts.

(8) The HHS awarding agency or
pags-through entity must decide on the
appropriate instrament for the Federal
award (l.e., grant agreement, coopera~
tive agreement, or contraet) in accord-
ance with the Federal Grant and Goop-
erablve Agreement Act (31 U.8.0. 6301~
08).

(b) Fixed Amount Awards. In addi-
tion to the opilons described in para-
graph (a) of this section, HHS awarding
agenoies, or pass-through entitles as
permifted in §76.853, may use fixed
amount awarda (see §75.2 Fized amount
awards) to which the following condi-
tions apply:

(1) The Pederal award amount; is ne-
gotiated using the oost principles (or
other pricing informeation) as a guide,
The HHS awarding agency or pass-
through entity may use fixed amount
aweards If the projeot scope is speoific
and if adequate cost, historical, or unit

and con-
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prioing data is available $0 establilsh a
fixed amount award based on a reason-
ablo eptimate of actual cost, Payments
are based on mesting specific require-
ments of the Federal award., Account-
ability is based on performance and re-
gults. Bxcept In the case of termination
before completion of the Pederal
award, there is no governmental review
of the actual costs lnourred by the non-
Pederal entity in performance of the
award, Some of the ways in which the
Federal award may be paid include, bub
are not Hmited to:

(1) In several yartial payments, the
amount of each agreed wupon in ad-
vance, and the “milestone’” or event
triggering the payment also agreed
upon in advance, and set forth in the
Federal award;

(i) On » unit price hagis, for a de-
fined unit or yunits, at a defined price or
prices, agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award,; or,

(111) In one payment at Federal award
completion.

(2) A fixed amount award oannot be
used in programs which require manda~
tory cost gharing or match.

(3) The non-Federal entity must cer-
tify in writing to the HHS awarding
agenoy or page-through enbity at the
end of the Federal award that the
project or activity was completed or
the level of effort was expended. If the
required level of activity or effort was
nob carried ous, the amount of the Fed-
eral award must be adjusted.

(1) Periodic reports may be estab-
lished for each Federal award.

(5) Changes in prineipal investigator,
project leader, project partner, or scops
of effort must receive the prior written
approval of the HHS awarding agency
or pass-through entity.

§75,202 Requirement to provide public
notice & Federal financinl assist-
ance programs,

(e) The HHE awarding agency mush
notify the public of Federal programs
in the Jatalog of Federal Domestic As-
sistance (OFDA), maintained by the
General Services  Administration
(G8A).

(1) The OFDA, or any OMB-des-
ignated replacement, ia the single, au~
thoritative, government-wide ocom-

i

45 CFR Sublitie A ¢10-1-15 Edition)

prehensive gourgs of Federal finenoial

agsistance program information pro-

duced by the exscutive branch of the -
Federal Government,

(2) The information that the HHS
awarding agency must submit to GSA
for approval by OMB 1s listed in pare-
graph (b) of this section. GEA must
presoribe the format for the submis-
slon,

(8) The HHS awarding agency may
not award Federal financial agsisbtance
without asgigning it to a program that
has been included in the OFDA as re-
quired in thip seotion unless there are
exigent ciroumstances requiring other-

-wige, such ag timing reguirements im-

posed by statute,

(h) For each program that awards
discretionary Federal awards, non-dig-
cretionary Federal awards, loans, in-
gurance, or any other type of Federal
financlal assistance, the HHS awarding
agency must submit the following in-
formation to GS8A.:

(1) Program Deascription, Purpose,
Goals and Measurement, A brief sum-
mary of the gtatutory or regulatory re-
cduirements of the program and its in-
tended oufoome. Where appropriate,
the Program Desoription, Purpose,
Goals, and Meagurement should align -
with the strategic goals and objectives
within the HHS awarding agency’s per-
formance plan and should support the
HHS awarding agency's performence
measurement, mansgement, and re-
porting as required by Part 6 of OMB
Cironlar A-11;

(2) Identification of whether the pro-
gram makes Feoferal awards on a dis-
orotionary basly or the Federal awards
are presoribed by PFederal statute, such
o in the oage of formula grants.

(3) Projected totsl amount of funds
available for the program. Estimates
based on previous year funding are go-
ceptiable if current appropriations are
not aveilable at the time of the sub-
misslon;

(1) Antlcipated Source of Available
Funds: The stabutory aunthority for
fanding the program and, to the extent
posgible, agency, sub-agency, or, If
known, the gpeoific program unit that
will iggue the Federal awards, and aggo-
olated funding identitier (e.g., Treasury
Account Symbol(®));
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(6) General Eligihility Requirements:
The statutory, regulatory or cther eli-
gibility faotors or congiderations that
determine the spplicant’s qualification
for Federal awards under the program
(e.g., type of non-Federal entity); and

(6) Applioabllity of Single Audit Re-
quirements asg required by subpart I* of
this part.

§75.§03 Notices of funding opportuni-
8,

For competitive grants and coopera-
tive agreements, the awarding
agency must announce speoifio funding
opportunitdes by providing the fol-
lowing information in a publio notice:

(2) Summary Information in Notices of
Funding Opportunities. 'The HHE award-
ing agency must digplay the following
information posted on the OMB-des-
1gnated government-wide Web site for
finding and applying for Federal finan-
olal assistance, In a location preceding
the full text of the announcement:

(1) HHS Awarding Agency Name;

(2) Punding Opportunity Title;

(3) Announcement Type (whether the
funding opportunity is the initial an-
nounoement of this funding oppor-
tunity or a modification of a pre-
viously announced opporbunity);

(4) Funding Opportunity Number (re-
quired, if applicable). If the HHS
awerding agency hag assigned or will
aggign s number to the funding oppor-
tunity announcement, this number
must be provided; '

(5) Oatalog of Federal Domestic As-
sistance (OFDA) Number(s);

(6) Key Dates. Key dates include due
dates for applications or Bxeoutive
Order 12372 submissions, ag well as for
any letters of intemt or pre-applica-
tions, For amy announcement isgued
before @& program’s application matbe-
rlalg are avallable, key dates also in-
clude the date on which those mate-
rials will be released; and any other ad-
ditional information, s deemed appli-
cable by the relevant HHS awarding
agency.

(hb) The HHS awarding agenoy must
gonerally make all funding opportuni-
ties available for applicatlion for at
lenst 60 calendar days. The HHS award-
ing agency may make a determination
to have a less than 60 calendar day
availebility period but no funding op-

§75.205

portunity should be available for less
than 30 oslendar days unless exigent
olroumstances require as determined
by the HHS awarding agency head or
delegate, :

(0) Full Text of Funding Opportunities.
The HHS awarding agency must in-
clude the following information in the
full text of each funding opportunity.
Tor speoific instructions on the con-
tent required in this section, refer to
appendix I of this part.

(1) Full programmatic deseription of
the funding opportunity.

(2) Tederal award information, in-
cluding sufficient information to help
an epplicant make an informed deoi-

- slon about whether to sabmit; an appli-

cation. (See also §75.414(c)(4)).

(3) Speoific eligibllity information,
including any faotors or priorities that
affect an applicant’s or its applica-
tion’s eligibility for selection,

(4) Application Preparation and Sub-
migsion Information, including the ap-
pHeable submiggion dates and time,

(6) Application Review Information
including the oriteria end process to be
used to evaluate applications, 8ee also
§§75.204 and '16.205. See also 2 OFR part
27 (forthooming at time of publication).

(6) Federal Award Administration In-
formation, See also §76.210,

§76.204 HHS funding agenoy review of
merit of proposals,

For gompetitive granis or coopera-
tive agreements, unless prohibited by
Pederal statute, the HHE awarding
agenoy must design and execute 8
merit review process for applications,
This prooess must be desoribed or in-
corporated by reference in the applioa-
ble funding opportunity (see appendix I
to this part.) See also §75.208,

-§75208 HHS awarding agency review

of risk posed by applicants.

(2) Prior to making a Federal award,
the HHS awarding agency is reguired
by 81 U.8.C. 3321 and 41 U.8.0. 2313 note
fo review information available
through any OMB-designated reposi-
tories of government-wide eligibility
qualification or financial integrity in-
formation, such as SAM Hxolusions,
and “Do Not Pay,” See also suspension
and debarment requirements at 2 OFR
part 180 as well ags HHS suspension and
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debarment regulations ay 2 CFR part
376.

(b) In addition, for competitive
grants or cooperative agreements, the
HHE awarding agency must have in
place & framework for evaluating the
riske posed by applicants bhefore they
recelve Federa) awards. This evalua-
tion may inoorporate results of the
evaluation of the applicant’s eligibility
or the quality of 1ty application, If the
HHS awarding agenoy determines that
5 Feodersl award will he mads, specinl
oonditions that correspond fio the de-
gree of risk agsessed may be appled to
the Federal nward, Criteria to be evalu-
ated mupt be described in the an-
nouncement of funding opportunity de-
seribed in §75.208,

(o) In ovaluating risks posed by appli-
cants, the HHS awarding agency may
use & risk-baged approach and may con-
sider any items such a3 the following:

(1) Financial stability;

(2) Quality of management systems
and ability to meet the management
gtanderds prescribed in this part;

(3) History of performancse, The appli-
oant's record in wmanaging Federal
wwards, i1f it is a prior recipient of Fed-
eral awards, including bimalmesg of
complinnce with applicable reporting
requirements, conformence to the
torms and conditions of previoug Ped-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts will be expended prior- to fu-
tare awards;

(4) Reports and findings from audits
performed under gubpart F of this part
or the reportg and findinge of any other
available audits; and

(5) The applicant’s ability to effec-
tively implement statutory, regu-
latory, or other requirements lmposed
on non-Federal entities.

(1) In addition to this review, the
HHS awarding agency must comply
with the guidelines on government-
wide suspension and debarment in 2
OFR part 180, and must require non-
Yederal entities to comply with these
provisions, These proviglons restriot
Pederal awards, subawards and con-
tracts with certain partles that are
debarred, suspended or otherwige ex-
oluded from or ineligible for participa-
tion in Federal programs or sotivities.

:

45 CFR Sublitie A (10-1-15 Editlon)

§96,206 Standard al}plioation ret&u.lre‘ .
ments, including forms for applying
for HHS financial asesistance, and
state plans.

(8) Paperwork clegrances, The HHS
awarding agenoy may only use ayplica-
tion information collections approved
by OMB under the Paperwork Reduc-
tion Aot of 1885 and OMRB’s imple-
menting regulations in 5 CFR part 1820,
Consistent with these reguirements,
OMB will authorize additional informe-
tion collections only on a limited
basig,

() If applionble, the HHE awarding
agency may inform applicants and re-
oipients that they do not need to pro-
vide certain information otherwige re-
guired by the relevent information col-
lection.

(c) Forms for applying for HHS finan-
clal assistunce, HHS awarding agencies
should use the Standard Form 424 (BF-
424 Application for Federal Agsistanocs)
gories (or its sumocessor) and its pro-
gram narrative whenever possible, Al-
tormative mechanisms may be used for
formyla grant programs which do not
require applioants to apply for funds on
a project basis,

(1) Applicants shall use the SF-424 pe-
ries or those forms and instructions
prescribed by the HHS awarding agen-
oy, .

(2) For Federal programs covered by
Bxeoutlve Order 12372, as armended by
Bxecutive Order 12416, the applicant
shall complete the appropriate sections
of the 8BF-424 indicating whether the
application was subjeot to review by
the S8tate Single Foint of Oontaot
(SPOO). The name and address of the
SPOOC for a particular Btate ocan be ob-
tained from the HHE awarding agenqy
or the Catalog of Federal Domestio As-
sistance. The S8POC shall advige the ap-
plicant whether the program for which
application is made has besn gelested
by that State for review. (See algo 46
CFR part 100.)

(3) HHE awarding agencies that do
not use the S8F-424 geries will Indicate
on the application form they presoribe
whether the applicabion 1s subjeot to
roview by the State under Bxeoutive
Order 12372,

(4) This section does not apply to ap-
plicablons for subawards,

246




Deparment of Health and Human Services

(6) BExcept where otherwise noted, or
granted by HHS deviation, HHS award-
ing agencies shall direot applicants to
apply for. HHS financial asplstance
through Grants.gov, an OMB-des-
ignated Web gite for Find and Apply.

(4) State plans, The sbabtutes for gome
programs require States to submit
plang before recelving grants. Under
regulations implementing BExeoutive
Order 12372, States are allowed to sim-
plify, congolidate and substitute plans.
This section contains additional provi-
sions for plans that are subjeot to regu-
lations implementing Bxeoutive Qrder
12872.

(1) Requirements. A Btate need meet
only Pederal administrative or pro-
grammatic requirements for a plan
that are in gtatutes or codified regula-
tions.

(2) Assuzances, In each plan, the State
will include an assuranoe that the
State will comply with all applicable
Pederal statmtes and regulations in ef-
fect with respeot to the periods for
which 1t recelves grant funding, For
this assurance and other aggurances re-
guired in this plan, the S8tate may:

(i) Oite by number the statuiory or
regulatory provisions redquiving the as-
gurances and affirm that it gives the
asgurances required by those drovi-
gions,

(1) Repeat the assurance language in
the statutes or regulations, or

(ii1) Develop ity own language to the
extent permitted by law.

(8) Amendments, A Btate will amend a
plan whenever necegsary to reflect:

(1) New or roviged Federal statutes or
regulations, or

(i1) A material change in any Btabe
law, organization, policy, or Biate
agency operation. The Btate will ob-
tain approval for the amendment and
ita effective date but need submit for
approval only the amended portions of
the plan. .

§76.207 Specific award conditions.

() The HHS awarding agenoy or
pass-throngh entity may impose addi-
tional specific award conditions as
needed in acoordance with paragraphs
(b) and (o) of this section, under the
following circumstanoces:

(1) Based on the oriteria set forth in
§76.205;

§75.208

(2) When an applicant or recipient
has  history of failure to comply with
the general or specific terms and condi-
tlone of & Federal awaerd;

(8) When an applicant or reciplent
fails to meet eoxpeoted performenoce
goals as desoribed In §76.210, or;

(4) When the applicant or reoipient i
not otherwise responsible. -

(b) These additional Federal award
oonditions may inolude items such as
the following:

(1) Requiring payments as reimburse-
ments rather than advance paymonts;

(2) Withholding authority to proosed
to the next phage until receipt of evi-
dence of acceptable performanoe within
a given period of performanoce;

(3) Requiring additional, more de-
tailed financial reports;

(4) Requiring additional projeot mon-
itoring;

(5) Reguiring the non-Federal entity
to obtein techniorl or management as-
sistanoe; or

(6) Establishing additional prior ap-
provals.

(¢) The HHS awarding agency or
pags-through entity must notify the
applioant or non-Federal entiby es to:

(1) The nature of the additional re-
quirements;

(2) The reason why the additional re-
quirements are being imposed;

(3) The naturs of the aotion needed to
remove bthe additional requirement, if
applicable;

(4) The time allowed for completing
the aotions if applicable, and

() The method for requeating recon-
sideratlon of the additional require-
ments imposad.

(d) Any specific conditions must he
promptly removed ance the oonditions
that prompted them have been cor-

-rected.

§76.208 Certifications and representa-
tions.

Unless prohibited by Federal statutes
or regulations, each HHS awarding
agenoy or pass-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes, or regulations on an annual bhasis.
Submission may be reguired more fre-
quently If the non-Federal entity fails
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to meet & requirement of a Federal
award,

(a) The funde governed under bthis
part shall be administered in compli-
ance with the standards set forth in 45
OFR part 87.

(b) For assurances under State plans,
gob §76.206(A)(2).

§75.209 Pre-award costs.

For requirements on costs incurred
by the applicant prior to the sbark date
of the perlod of performance of the
TFederal award, see §76.458,

875.210 Information contsined in a
Federal award,

A Pederal award must include the
following information:

(a) General Federal award information.
The HHS awarding agency must in-
olude the following general Federal
awsrd information in each Federal
award;

(1) Reciplent neme (which must
match the name aggooiated with their
unique entity identifler as defined in 2
COFR 25.815);

(2) Recipilent’s unique entity identi-
fier;

(3) Unique Foderal Award Identifica-
tion Number (FAIN);

(4) Pederal Award Date (see §70.2 Fed-
eral award date);

(6) Period of Performanae Start and
End Date;

(6) Amount of Federal Funds Obli-
gated by this action,

(7) Total Amount of Federal Funds
Obligated;

(8) Total Amount of the Federal
Award;

(9) Budget Approved by the' HHS
Awarding Agency;

(10) Total Approved Cost Sharing or
Meatohing, where applicable;

(11) Federal award project desoription
(to comply with statutory require-
ments {e.g., FFATA)); '

(12) Name of HHS awarding agenoy
and contact informstion for awarding
official,

(18) COFDA Number and FProgram
Name;

(14) Identification of whether the
award is R&D; and

(16) Indirect cost rate for the Federal
award (Including if the de minimis rate
i8 charged per §76.414).

.

45 CFR Sublilie A (10-1~18 Edition)

(b) General terms and conditions. (1)
HHS awarding agencies must Incor-
porate the following general terms and
oconditiong eibther in the Federal award
or by reference, as applicable:

(1) Administrative requirements im-
plemented by the HHS awarding agen-
oy as specified in this part.

(ii) National polioy requirements.
These include stabutory, executive
order, other Presidential directive, or
rogulatory requireraents that apply by
gpecific reference and are not program-
specific. See §75.300,

(2) The Federal award must include
wording to incorporate, by reference,
the applicable get of general terms and
oonditions, The reference must be to
the Web site at which the HHS award-
ing agency maintains the general
terms and conditions,

(3) If a non-Federal entity requests a
copy of the full text of the general
terms and conditions, the HHS award-
ing agency must provide it.

(4) Wherever the general terms and
oonditions are publicly available, the
HHS awarding sgenoy must maintain
an archive of previous versions of the
general terms and conditions, with ef-
feotive dates, for use by the non-Fed-
eral entity, auditors, or others,

(o) HHS awarding agency, program, or
Federal award specific terms and condi-
tions, The HHS awarding agency may
include with each Federal award any
terms and conditions necesgary to com-
munioate requirements that are in ad-
dition to the requirements outlined in
the HHS awarding agency's general
terms and conditions, Whenever prac-
tioable, these specific terms and condi-
tions also should be shared on a public
Web site and in notices of funding op-
portunities (as outlined in §75.208) in
addition fio being included in a Federal
award. See algo §76.208.

() Federal award performance goals.
The HHE awarding agency must in-
olude in the Federal award an indios-
tion of the timing and scope of ex
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be achieved by the program.
In gome Ingtances (e.¢.,, disoretionary
regearch swards), this may bs limited
to the requirement to submit technical
performence reports (6o be evalusted in
acoordance with HHS awarding agency
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policy). Where appropriate, the Federal
award may include gpeocific perform-
ance goals, Indicators, milostones, or
expeated outcomes (duch as outputs, or
servioes performed or public impacts of
any of these) with an expected timeline
for accomplishment. Reporting re-
quirements must be clearly articulated
such that, where appropriate, perform-
ance during the executilon of the Fed-
eral award hes a stendard against
which non-Federal entity performance
oan be measured. The HHS awarding
agency may include program-gpsoific
requirements, as applioabls, These re-
quirements should be aligned with
agonoy strateglo goals, strategio objec-
tives or performance goals that are rel-
evant to the program. See also OMB
Oircwlar A-11, Part 6 for definitions of
gbtrategic objectlves end performance
goals,

(¢) Any other information required
by the HHS awarding agency.

§75.211 Public access to TFederal
award information.

(a) In aoccordance with statutory re-
dquirements for Faderal spending trans-
parency (¢.g., FFATA), excopt as noted
in this section, for applicable Federal
awards the HHS awarding agenoy must
announce all Federal awards publicly
and publish the required information
on a publicly available OMB-designated
government-wide Web site (at time of
publioation, www. US4spending.gov).

(b) Nothing in this section may be
construed as requiring the publication
of information otherwise exempt under
the PFresdom of Information Aot (6
U.8.0, 552), or controlled unclassified
informebtion pursuant to Hxecutive
Order 13556.

§75.212 Suspension and debarment,

Non-federal entitles and contractors
are subject to the non-procurement de-
barment and suspension regulations
implementing Exeoutive Orders 12549
and 12689, 2 OFR parts 180 and 376,
These regulations restrict awards, sub-
awards and contraots with certain par-
ties that are debarred, suspended or
otherwise excluded from or ineligible
for participation in Federal assistance
prograxms or activities,

§%5,:218 Metric system of measure-
ment.

The Metrlc Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act, 15 U.8,¢, 206, de-
olares that the metfrio system 18 the
preferred measurement gystem for
United 8States trade and ocommercs.
HHS awarding agencies will follow the
provisions of Exeoutive Order 127170,

§'75.t2il4 Disclosure of lobbying activi-
es,

- Reciplents are subject to the reptric-
tio:zssgn lobbying ag set forth in 46 CFR
part 93,

§75.215 Specinl ch‘Ymvisiom for awards
to commery: organizations ns re-
cipients.

(a) This section contains provisions
that apply to awarde to commercial or-
ganizations. These provigions are in ad-
dition to other epplicable provisions of
this part, or they make exceptions
from other provisions of this part for
awards to commerocial organizations.

(b) Prohibitlon against profit. Except
for awards nunder the Small Business
Innovation Research (SBIR) and Small
Buginess Technology Transfer Re-
search (3TTR) programs (15 U.8.0. 638),

no HHR funds may be paid as proflt to

any recipient even if the reoipient is &
ocommeroial organization. Profit is any
amount in excess of allowable direct
end indireot oosts,

(¢) Program Income, Mxcept for
grants for research, program Iincoms
earned by a ocommerocial organization
may not bhs used to further eligible
project or program objeotives exoept in
the SBIR and STTR programs,

(d)(1) Commercial organizations that
recelve awards (including for-profit
hospitals) have two options regarding
apudits:

(i) A financial related aundit of a par-
tioular award in accordance with Gen-
erally Accepted Government Awditing
Btandards issued by the Comptroller
Gonoral of the United Btates, in those
oases whers the commercial organize-
tion recelves awards under only one
HHS program,; or, il awards are re-
oeived under multiple HHS programs, a
financial relatad audlt of all awards in
acoordance with Generally Aocepted
Glovernment Auditing Standards issued
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by the Comptroller General of the
United Btates; or

(i) An pudit that meets the require-
ments contained in subpart F.

(2) Commerolal organizations that re-
oeive annual awards totaling less than
the audit requirement threshold in sab-
part B are exempt from HHS audib re-
quirements for that year, but records
must be available for review by appro-
priate officlals of Federal agencles or
the Government Accountability Office.
(Bee §75.501).

§75.216 Special provisions for awards
to I'ederal agencies,

(8) In order for an HHBE awerding
pgency to make a Federal award to &
Federal agency, the HHS8 awarding
agoncy must have statutory subhoriby
that makes puch Federal agenoy ex-
plieitly eligible for a Federal award.

(by All provisions of this part and
other HHS regulstions apply to Federal
entities recelving Federal awards, ex-
ocept for the following:

(1) Bxcept for grants for research,
any program income earned by & Fed-
eral institution mugt be used under the
deduotion alternstive. Any program in-
come earned after the end of grant sup-
port should be returned to the United
States Treasury.

(2) No salary or fringe beneflt pay-
ments may be made from HHS award-
ing agenoy erant fundg to support ca~
reer, ocareer-oonditional, or other Fed-
oral employees (civillan or uniformed
servioss) without permanent appoint-
ments at s Federal institution receiv-
ing o grant. While the level of effort re-
quired for the project must be allowed
by the recipient as part of each individ-
usl's official duties, salary oosts asso-
olated with an individual parbtioipating
in an official capaoity as s Federal em-
ployee under a grant to thab Federal
jngtitution - are not allowable oosis
under an HHS awarding agenoy grant, '

(8) Federal agencies may nob be reim-
bursed for indirect costs under Pederal
awards,

396,217 Participation by faith-based
organizations,

The funds provided under this part
must be administered in compliance
with the standards set forth in 45 OFR
part 07,

45 CFR Subfille A (10-1-15 Edlfion)

Subpart D—Post Federal Award
. Requirements

STANDARDS FOR I'INANOIAL AND
PROGRAM MANAGEMENT

§75.800 Statutory and national policy
reguirements, .

(&) The Federal awarding agenoy
must manage and administer the Fed-
eral award in & menner go as to engure
thet Podersl funding is expended and
assoolated programs are lmplemented
in full accordance with U.8, statutory
and public policy requirements; Includ-
ing, but not Hmited to, those pro-
tooting public welfave, the environ-
ment, and prohibiting discrimination.
The Federal awarding agenocy musb
communiocate to the non-Federal enti-
ty all relevant public polloy reqguire-
ments, including those in general ap-
propriations provisions, and incor-
porate them elther directly or by ref-
erence in the terms and conditions of
the Federal awerd.

(b) The non-Federal entity is respon-
gible for complying with all require-
mentg of the PFederal award. For all
Federal awards, this includes the provi-
glong of FFATA, whioch includes re-
quirements on exeontive compensation,
and algo requirements implementing
the Act for the non-IFederal entidty at 2
OFR part 256 and 2 OFR part 170, Bee
also stabtubory requirements for whis-
tleblower protections at 10 U,8.0, 2324
and 2408, and 41 U.8.0, 4804, 4810, and
4712.

§75,801 Performanee measurement,

The HHS awerding agency must re-
quire the recipient to use OMB ap-
proved standerd informsation collec-
tions when providing finanetel and per-
formance information. As appropriate
and in accordence with above men-
tioned information ocollections, the
HHS awarding agency must require the
reoipient to relate fingnoial data to
performance accomplishments of the
Federal award. Also, in aocordancge
with above mentioned standard infor-
mation collections, and when applica-
ble, reoipients must algo provide cost
information to demonetrate cost effec-
five practices (e,9., through unit cost
date). The reciplent's performance
should be measured in a way that will
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help the HHE awarding agonoy and
other non-Federal entitles to improve
program outcomes, share lessons
learned, and spread the adoption of
promiging practices, The HHS award-
ing agency should provide recipients
with olear performance goals, indioca-
tors, and milestones as desoribed in
§75.210, Performance reporting fre-
guenoy and content should be esbab-
Jished to not only sllow the HHS
awarding egency to understand the re-
oiplent progress but also to facilitate
identification of promising practices
among reciplents and bulld the evi-
dence upon which the HHS awarding
agency’s program aund performance de-
oigions are made.

§76.302 Financinl management and
standards for financial manage-
ment gystems.

(a) Haoch stabe must expend and ao-
oount for the Federal award in acoord-
ance with state laws and procedures for
expending and aocounting for the
gtete’s own funds. In addition, the
gbtate’s and the obher non- Federal entii-
ty's financial manegement systems, in-
cluding records documenting compli-
anoe with Federal statutes, regula-
tlong, and the terms and conditions of
the Pederal award, must be sufficient

to permit the preparation of reports re-

quired by general and program-gpecific
termg and conditions; and the tracing
of funds to a level of expenditures ade-
quate to establish that such funds have
been wused according to the Federal
statutes, regulations, and the terms
and oonditions of the Federal award.
See algo §76.4560.

(b) The finanoial management Bys-
tem of each non-Federal entity must
provide for the following (see also
§§76.861, 76,362, 76.363, 75,364, and 75.366):

(1) Identification, in its acoounts, of
all Federal awards received and ex-
pended and the Federal programs under
which they were reocsived. Pederal pro-
gram and Pederal award identifioation
must include, as applicable, the OFDA
title and number, Pederal award identi-
fication number and year, name of the
HHS awarding sgenoy, and name of the
pass-through entity, if any.

(2) Acourate, ourrent, and complete
digolosure of the finanocial results of
eanh Pederal award or program in ac-

§75.303

cordance with the reporting require-
ments set forth in §§75.841 and 76,342, I
an HHS awarding agenoy requires re-
porting on an accrual basis from a re-
olpient that maintains its records on
other than an aoorual basis, the recipi-
ent must not be required to establish
an acorual accounting gystem. This re-
ciplent may develop accrual date for
its reports on the basis of an analysis
of the documentation on hand. Simi-
larly, a pass-through entity must not
requirs e subreciplent to establish an
accrual accounting system and must
allow the gubreolpient to develop ac-
crual daebe for its reports on the basis
of an analysis of the dosamentation on
hand.

(3) Rocords that identify adeguately
the source and application of funds for
federally-funded  activities, These
regords must contain informsation per-
taining to Federal awards, authorize-
tions, obligations, unobligated bal-
anoes, assets, expenditures, income and
interest and be supported by source
dosumentation.

(4) Bffective control aver, and ac-
countiability for, all funds, property,
and other assets. The non-Federal enti-
ty must adequately pafeguard all assets
end assure that they are uged solely for |
authorized purposes, Ses §76.308.

(6) Comparigon of expenditures with
budget amounts for each Federal
award,

(6) Written procedures to implement
the requirements of §'75.306.

(T Written procedures for deter-
mining the allowabillty of costs in ac-
cordence with subpart B of this part
and the terms and conditions of the
Feoderal award.

§75.803 Internal conirols.

The non-Federal entity must:

(a) Bstablish and maintain effective
internal control over the Iederal
award that provides reasonable pssur-
anoe that the non-Federal enbity is
managing the Federsl award in compll-
snoe with Federal statutes, regula~
tions, and the terms and conditions of
the Federal award. These internal con-
trols should he in ocompliance with
guidance in “Standards for Internal
COontrol in the Federal Government,"
igsued hy the Comptroller Goneral of
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the United States or the “Internal Con-
trol Integrated Framework,” issued by
the Committes of Sponsoring Organiza-
tions of the Treadway Commission
(COS0).

(h) Comply with Federal  statutes,
regulations, and the terms and condi-
tions of the Federal awards.

(0) Bvaluate and monitor the non-
Federal entity’s compliance with stat-
utes, regulations and the terms and
conditions of Federal awards.

(d) Take yprompt saction when in-
stances of noncompliance are identified
including noncompliance identified in
audit findings.

(e) Take reagonable measures to safe-
guard protected personally identifiable
information and other information the
HHS awarding agenoy or pass-through
ontity depignates as sensitive or the
non-Federal entity conglders sensitive
congistent with applioable Federal,
gtate, looal, and tribal laws regarding
privacy and obligations of confiden-
tiality,

§%75,304 Bonds.

The HHS awarding agency mey in-
clude & provision on bonding, insur-
anoe, or both in the following oir-
ocurmstanses:

(2) Where the Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
HHS awarding agency, at it¢ disove-
tion, may require adequate bonding
and insurance if the bonding and ingur-
ahoe requiroments of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment.

(b) The HHS awarding agenocy may
require adequabe fidelity bond coverage
where the non-Federal entity lacke suf-
fioient coverage to protect the Federal
Government's interest.

() Where bonds are required in the
situations desoribed above, the bonds
must be obtained from companies hold-
ing certitioates of authority as accept-
able sureties, as prescribed in 31 CFR
part 228,

§76,805 Payment,

(a) For states, payments are gov-
erned by Treasury-State OMIA agree-
ments and defeult procedures codified
at 81 OFR parbt 206 and TFM 4A-~2000

¢

45 CFR Subtitie A (10-1-15 Edition)

Overall Disbursing Rules for All Fed-
eral Agencies.

(b) For non-Federal entibies other
than states, payments methods must
minimive the time elapsing between
the tranpfer of fundg from the United
States Treasury or the pass-through
enbity and the digbursement: by the
non-Federal entity whether the pay-
ment 1 made by electronic funds
transfer, or issuance or redemption of
checks, warrants, or ppyment by other
mesne, Seo algo §76,302b)6). Bxaept as
noted elsewhere in these part, Federal
agencies must require recipients to uge

_only OMB-approved standard govern-

ment-wide Information ocollection re-
quests to request payment.

(1) The non-Federal entity must be
paid in advance, provided it maintaing
or demonsgtrates the willingness to
maintain both written procedures thet
minimize the ftime elapsing between
the transfer of funds and digbursement
by the non-Federal enbity, and finan-
cial management systems that mest
the ptanderds for fund conbrol and ac-
countability as established in this part.
Advence payrments to a non-Federal en-
tity must be llmited to the minimum
amounts needed and be timed to he in
accordance with the sotual, immediate
cash requirements of the non-Federal
entity in carrying out the purpose of
the approved program or project, The
timing and amount of edvance pay-
ments must be as cloge ag is adminis-
tratively feagible to the actual dis-
bursements by the non-Federal entity
for direct program or project costs and
the proportionate share of any allow-
able indireot ocosts. The non-Federal
entlty must make timely psyment to
contraoctors in accordance with the
contract provisions.

(2) Whenever possible, advance pay-
ments must be oonsolidated to cover
snticipated cash needs for all Federal
awards made by the HHS awarding
agenoy 0 the recipient.

(1) Advance payment mechanismg in-
clude, but are not Hmited to, Treasury
check and electronie funds transfer and
must comply with applioable guidance
in 31 OFR part 208,

(i) Non-Federal entities must he au-
thorized to submit requests for advance
payments and reimburgements at least
monthly when eleoctronic fund transfers
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are nol used, and ag often as they like
when slectronic transfers are used, in
accordance with the provisions of .the
Blectronic Fund Transfer Aot (15
U.8.0. 1688-16931),

(8) Reimbursement 18 the preferred
method when the requirements in para-
graph (b) oannot be met, when the HHS
awarding agenoy sets a gpecific oondi-
tion per §76.207, or when the non-Fed-
eral entity requests payment by reim-
bursement, This method msay be used
on any Federal award for eonstruction,
or if the major portion of the construc-
tion project is accomplished through
private market financing or Federal
loans, and the Pederal award ocon-
sbitutes a minor portion of the projeot.
When the reimbursement method is
uged, the HHS awarding agency or
pass-through entity must make pay-
ment within 80 calendar days after re-
ceilpt of the billing, unless the HHS
awerding agenoy or pass-through enti-
ty reasonably belleves the request to
be improper.

(4) If the non-Federal entiby cannot
meet the oriteria for advances payments
and the HHS awarding agency or pass-
through entity has determined that re-
imbursement 18 not feasible because
the non-Federal entity lacks sufficient
working oapital, the HHS awarding
agency or pass-throngh entity may
provide oash on & working capltal ad-
vance basls, Under this procedure, the
HHS awarding agency or pess-through
entity must advance cagh payments to
the non-Federal entiby to cover its es-
timeted disbursement needs for an inl-
tial psriod generally geared to the non-
Pederal entity’'s disbursing oyole,
Thereafter, the HHE awarding agency
or pass-through endity must relmburse
the non-Federal euntity for its aoctual
oash disbursements. Use of the working
capital advence method of payment re-
quires that the pass-through entity
provide timely advance paymentg 6o
any subrecipients in order to maet the
subrecipient’s aotual oash disburse-
ments. The working oepitel edvance
method of payment must not be used
by the pass-through entity if the rea-
gon for using this method is the unwill-
ingness or inability of the pass-throngh
sntity to provide timely advance pay-
ments to the subrecipient to meet the

§ 75.305

subreolpient’s actual oash disburse-
ments, .

(b) Use of resources befors requesting
onsh advance payments. 'To the extent
available, the non-Federal entity must
disburse funds available from program
income (ineluding repayments to a re-
volving fund), rebates, refunds, con-
traot settlements, audit recaveries, and
interest sarned on such funds hefore re-
questing additional cesh payments,

(8) Unless otherwige required by Fed-
eral statutes, payments for allowahle
costs by non-Federal entities must not
e withheld at any time during the pe-
riod of performance unlesg the condi-
tlons of §§76.207, subpary D of this part,
76.371, or one or more of the following
applies;

(1) The non-Federal entity has failed
to comply with the project objectives,
Federal statutes, regulations, or the
terms and conditions of the Federal
award,

(11) The non-Federal entity is dalin-
quent in & debt to the United States as
defined in OMB Guidance A-129. Under
guch oonditions, the HHE awarding
agernicy or pass-through entity may,
upon reagsonable notiocs, Inform the
non-Federal entity that payments
must not be made for obligations In- -
ourred after a speoified date until the
oonditions are corrected or the indobt~
edness to the IMederal Government is
Hquidated. (8ee 45 CFR part 80).

(111) A payment withheld for failure
to comply with Federal award condi-
tlons, but without suspension of the
Federal award, must be released to the
non-Federal entity upon subseguent
oompliance, When & Federal award is
suspended, payment adjustments will
be made in accordance with §76.376.

(iv) A payment must not be made to
2 non-Federal entity for amounts that
ars withheld by the non-Federal entity
from payment to contractors to assure
sabisfactory completion of work., A
payment must be made when the non-
Poderal entity actually disburges the
withheld funds to the contractors or to
escrow accounts established to assure
satisfactory completion of worlk.

(7) Stagndards governing the uge of
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows:

253



§75.306

(1) The HHS awarding agenoy and
pasp-through entity must not require
geparate depository accounts for funds
provided to & non-Federal enbity or es-
tablish any eligibility requirements for
deponitories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able to accoant
for the reoeipt, obligation and expendi-
ture of funds,

i) Advanoe payments of Federal
funds must be deposited and main-
teined in insurved accounts whenever
possible.

(8) The non-Federal entity mugh
maintein advance payments of Federal
awards in interest-beering accounts,
unlegs the following apply:

() The non-Federal entity recelves
Jess than $120,000 in Federal awards per

enr,

y (11) The hest reasonably available In-
terest-hearing account would not be ex-
pooted to earn interest In excess of $600
per year on Federal cash halances.

(iil) The depogitory would reguire an
average or minimum balance so high
thet it would not be feasible within the
expected Federal and non-Federal cash
resources. )

(v) A foreign government or banking
system prohibits or precludes interest
bearing accounts.

(9) Interest earned amounts up to $500
per year may be retained by the mon-
Federal entity for administrative ex-
pense. Any additional interest earned
on Federal advance payments deposited
in interast-bearing aoccounts must be
remitted annually to the Department
of Health and Humsn Services Pay-
ment Manggement System through an
electronic medium using either Auto-
meated Olearing House (ACH) network
or a Fedwire Funds Service payment.
Remittances must include pertinent in-
formation of the payee and mature of
payment in the memo area (often re-
ferred to ag ‘‘addenda records’ by Fi-
nancial Institutions) as that will assist
in the timely posting of interest sarned
on federal funds. Pertinent details in-
olude the Payee Acoount Number
(PAN) if the payment originated from
PMS, or Agency information if the
payment originated from ASAP, NSF
or another federal agency payment sys-
tem. The remittance must be sub-
mitted ag follows:

'

45 CFR Sublitie A (10-1-15 Edition)

For ACH Returns:

Routing Number: 051036708

Acsount number: 303000

Bank Name and Looation: Oredit Gateway—
ACH Reosiver 8t, Paul, MN

For Fedwire Returng*;

Routing Number; 021030004

Account number: 76010601

Bank Name and Looation: Federal Reserve
Benlk Tress NYO/Funds Transfor Division
New York, NY

(* Pleage note organization iniiiating pay-
ment ig Jikely tio incur & charge from your
Finaneiel Institution for this type of pay-~
ment)

For Internations]l ACH Returns:

Benefiolary Account: IPederal Reserve Bank
of New Yorl/ITB (FRBNY/ITS)

Bank: Oliibank N.A, (New York)

Bwift Code: CITIUSSS

Acocount: Number: 35836868

Bank Address; 388 QGreenwlch Btireet, New
York, NY 10018 USA

Peyment Detalls (Line 70): Agency Naine
(abbreviated when possible) and ALC Agen-
oy POO: Michelle Heney, (301) 402-5068
For reoiplents that do not have eleotronis

remittance capability, please make cheol:*

payable bo:

“The Department of Health and Humsn
BServices"

Mail Check tio Treasury approved lookbox:

HHS Program Support Oenter

P.0. Box 530231

Atlenta, GA 808530231

(** Please allow 4-6 weekas for processing of &
payment; by oheok to be applied. to the ap-
propriate PMS aooount)

Any additional information/instruotions may

be found on the PMS Web pite at hitp:/

www.dpm.pse.gov/,

§75.306 Cost sharing or matching,

(a) Under Federal repearch proposals,
voluntary cornmitted cost sharing is
not expeoted. It cannot be used as a
factor during the merit review of appli-
cations or proposals, but may he con-
gidered if it is both in acoordance with
HHS awerding agency regulabiong and
speocified in s notice of funding oppor-
tunity. Oriteria for considering vol-
untary committed ocost sharing and
any other program policy faotorg thab
may be used to dstermine who may re-
oeive a Federal award must be explic-
itly desoribed in the notioe of funding
opportunity. Furthermore, only men~
datiory cost sharing or cost sharing spe-
cifically committed in the project
budeget must be included in the orga-
nized resseroh base for computing the
indirect (IP&A) cost rate or reflected in
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any allocation of indirect ocosts, See
also §§76.414, 76.203, and appendix I to
this part.

(b) For all Federal awards, any
shered costs or matching funds and all
contributions, including cesh and third
party in-kind ocontributions, must be
gecepbed as part of the non-Federal en-
tity’s cost sharing or matohing when
such contributions meet all of the fol-
lowing criteria:

(1) Are verifiable from the non-Fed-
eral entiity's records;

(2) Are not inoluded a8 contributions
for any other Federal award;

(8) Are neocessary and reasonable for
accomplishment of projeot or program
objectives;

(4) Are allowable under subpart B of
thig part;

() Are not pald by the Federal Gov-
ernment under another Federal award,
except whers the Federal statute au-
thorlzing a program specifically pro-
vides that Federsl funds made avail-
able for such program ocsn be applied to
matohing or cost gharing requirements
of other Federal programs;

(6) Are provided for in the approved
budget when required by the HHS
awarding agenoy; and

(1) Conform to other provisions of
this part, as appHoable,

(o) Unrecovered indirect costs, im-
olnding indirest costs on cost sharing
or matching may be inoluded as part of
cost sharing or matching, Unrecovered
indirect cost means the difference he-
tween the amount charged to the Fed-
eral award and the amount which could
have been oharged to the Federal
award under the non-Federal entity’s
approved negotlated indireot cost rate.

(1) Values for non-Federal entity
contributions of services and property
must be established in accordance with
the cost principles in subpart H. If an
HHS awarding agency authorizes the
non-Federal entity to donate buildings
or land for construction/facilities ao-
quisition projects or long-term use, the
value of the donated property for cost
sharing or mayching must be the lesser
of paragraphs (A)(1) or (2) of this sec-
tion.

(1) The value of the remaining life of
the property recorded in the non-Fed-
oral entity’s accounting records at the
time of donation.

§75.306

(2) The ouwrrent falr market value.
However, when thers is sufficient jus-
tifioation, the HHE awarding agency
may approve the uge of the current fair
market value of the donated property,
even if 1t exceeds the value desoribed in
paragraph (1) of this section at the
time of donation. .

(e) Volunteer services furnished by
third-party profegsional and technioal
personnel, consulbtants, and other
gkilled end wunskilled: 1abor may he
connted as cost sharing or matohing if
the service is an integral and neoesgary
part of an approved project or program,
Rates for third-party volunteer perv-
fces mugt be congigtent with those paid
for similar work hy the non-Federal en-
tity. In thoge ingtances in which the
required gkills are not found in the
non-Federal entity, rates must be con-
plstent with those pald for similar
work in the labor market in which the
non-Federal enbity compotes for the
kind of services involved, In either
onse, paid fringe benefits that are rea-
sonable, necessary, allocable, and oth-
erwise allowable may be included in
the valuation.

) When & third-party organization
furnishes the gervices of an employee,
these services must be velued at the
employee's regunlar rate of pay plus an
amount of fringe benefits that 1§ rea-
sonable, necessary, allooable, and oth-
erwige allowable, and indirect oosts at
elther the third-party organization’s
approved federally negotiated indireot
cost rate or, a rate in accordance with
§76.414(f), provided these pervices em-
ploy the same skill(s) for which the
employee {8 normally paid. Where do-
nated services are treated as indirect
coste, indirect cost rates will geparate
the value of the donated services so
that reimbursement for the donatod
services will not be made.

(g) Donated property from third par-
ties may include such items as equip-
ment, office supplies, laboratory sup-
plies, or workshop and olasgroom sup-
plies, Value aspessed to donated prop-
erty inocluded in the cost gharing or
matching sghare must not exceed the
fair marlket value of the property ab
the time of the donation.

(h) The method uged for determining
cogt sharing or metching for third-
party-donated equipment, buildings
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and land for which title passes to the
non-Federsl entity may differ acoord-
ing to the purpose of the Federal
awsrd, if paragraph (h)(1) or (2) of this
gection applies.

(1) If the purpose of the Federal
award 18 to assist the non-Federal enti-
ty in the acquisition of equipment,
buildings or land, the ageregate value
of the donated property may ko
claimed a8 aost sharing or matching.

(2 If the purpose of the Federal
award ig to support activities that re-
quire the uge of equipment, buildings
or land, normselly only depreciation
charges for equipment and buildings
mey be made, However, the fair market
value of equipment or ather capital as-
sots and fair rental charges for land
may be allowed, provided that the HHS
awarding agency hes approved the
charges, See also §75.420,

(i) The value of donated property
must be determined in accordance with
the ususl acoounting policies of the
non-Federal entity, with the following
qualifications:

(1) The value of donated Jand and
buildings must not exceed it8 fair mar-
ket value at the time of donation (o
the non-Federal entity as established
by an independent appraiger (e.g., oer-
tifled real property appraiser or Gen-
eral Services Administration rep-
resentative) and oertified by & respon-
sible official of the non-Federal entity
a8 required by the Uniform Relocation
Asgsistance and Real Property Acquisi-
tion Pollcies Act of 1970, as amended,
(42 U.8.0. 4601-4656) (Uniform Aot) ex-
oept as provided in the implementing
regulations at 49 OFR part 24.

(2) The velue of donated equipment
mugt not exceed the falr market value
of eguipment of the same age and con-
dition at the time of donation,

(8) The value of donated space must
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appralsal of comparable space
and facilities in a privately-owned
building in the samse locality.

(4) The value of loaned equipment
must not exoeed its fair rental value.

§) For third-party In-kind contribu-
tions, the fair market vaelue of goods
and services must be dooumented and
to the extent feagible supported by the

’
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same methods uged internally by the
non-Federal entiby.

() For THBg, gee also OMB memo-
rgndum M-01-06, dated January b, 2001,
Olarification of OMB A-21 Treatment
of Voluntary Uncommitted Cost Shar-
ing and Tuition Remission Costs,

§75.807 Program income,

(a) General. Non-Tederal entities are
encouwraged to earn income to defray
program costs where appropriate.

(b) Cost of generating program income.
If authorized by Pederal regulations or
the Pederal award, copts inoidental to
the generation of program income may
be deduocted from grogs inoomse o de-
termine program income, provided
these costs have not heen charged to
the Federal award,

(o) Governmental revenues. Taxes, spe-
cial assessments, levies, fines, and
other such revenwes raiged by a non-
Pederal entity are not program income
unless the revenuses are specifically
identified in the Federal award or HHS
awarding egency regulations as pro-
gram inocome,

(1) The Patent and Trademark Laws
Amendments, 34 U.8.0. 200-312, apply
to Inventions made under an award for
performance of experimental, develop-
mental, or regearoh work.

(2) Unless the terms and conditions
for the Federal award provide other-
wipe, recipients shall have no obliga-
tlon o HHS with regpect to program
income earned from license feep and
royalties for copyrighted material, pat-
ents, patent applications, trademarks,
and inventions made under a Federal
award. However, no scholarship, fellow-
ship, training grant, or other funding
agreement made primarily to a reoipi-
ont for educational purpoges will oon-
tain any provision giving the HHS
awarding agency rights to invenftions
made by the recipient.

(d) Property. Procesds from the sale
of real property, equipment, or sup-
plieg, are not program income; such
procesde will be handled in aocordance
with the requirements of subpart D of
this part, §§76.318, 76.920, and 756.321, or
as specifically identified in Federal
atatutes, regulations, or the terms and
conditions of the Federal awaxd.

(8) Use of program income, If the HHB
awerding agency does not specify in its
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regulations or the terms and condl~
tions of the Federal award, or give
prior approval for how program inocome
is to be used, paragraph (e)1) of this
gection must apply. FPor Federal awards
made to JHEs and nonprofit resoarch
institutions, if the HHB awarding agen-
oy does not speolfy in its regulations or
the terms and oonditions of the Federal
award how program income is to be
used, paragraph (e)2) of this section
must apply unless the reciplent is sub-
ject to condibions wunder §75.207 or
§175.216. In specifying alternatives to
paragraphs (e)(1) and (2) of thig seotion,
the HHB awearding sagency may distin-
guish between income earned by the re-
olpient amnd Income earned by sub-
recipients and between the sources,
kinds, or amounts of income. When the
HHBS awarding agency authorizes the
approaches in paragraphs (6)(2) and (8)
of this section, program income in ex»
cegs of any amounts speeified must
2180 be deducted from expenditures.

(1) Deduction. Ordinarily program in-
come must be deducted from tobal ale
lowable ooty to determine the net al-
lowable cosgts, Program income must be
used for ourrent costs unless the HHS
awarding agency aubthorizes otherwise.
Program income that the non-Federal
entity did not anticipate at the tims of
the Federal award must be used to re-
duce the Federal award and non-Fed-
eral entity ocontributions rather than
to inorease the funds commitited to the
project.

(2) Additlon, With prior approval of
the HHS awarding agenocy (except for
IHEs and noanprofit research Inphitn-
tions, as described in paragraph (e) of
this section), program income may be
added to the Federal award by the Fed-
eral sgency and the non-Federal enti-
ty. The program income must be uged
for the purposes and under the condi-
tlons of the Federal award.

(9) Cost sharing or meiching, With
prior approval of the HHE awarding
agency, program Income may be used
to meet the copt sbaring or mabohing
reguirement of the Federal award. The
amount of the Federal award remains
the same.

() Income after the period of perform-
once. There are no Federal require-
ments governing the disposition of in-
comse earned atfter the end of the period
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of performance for the Federal award,
unless the HHS awarding agency regu-
latlong or the terms and conditions of
the award provide otherwise. The HHS
awardlog agenoy may negotiate agree-
ments with reciplents regarding appro-
priate useg of income earned after the
period of performance as part of the
grant clogeout process. See elso §75,901,
(g) Unless the Federal statute, regu-
lations, or tierms and conditions for the
Federal award provide otherwise, the
non-Federal entity has no obligation to
the HHS awarding agenoy with respect
to program income earned from license
fees and royalties for oopyrighted ma~
terial, patents, patent applications,
trademarks, and inventions made
under & Federal award to which 37 CFR
part 401, “Rights to Inventions Made
by Nonprofit Organizgations and Small
Businesg Firms under Government
Awards, COontracts and Cooperative
Agreements’ is npplicable.

§76.308 Revigion of budget and pro-
gram plans,

(n) The approved budget for the Fed-
eral award summmerizes the finanocial
aspeots of the project or program as ap-
proved during the Federal award proc-
ess. It may Include either the Federal
and non-Federal share (pee §75,.2 Federal
share) or only the Federal share, de-
prending upon HHS awarding agenoy re-
quirements. It must be related to per-
formance for program evaluation pur-
poses whenever appropriate.

(b) Recipients are required to report
deviatlons from budget or project scope
or objective, and request prior approv-
als from HHS awarding agencies for
budget and program plan revigions, in
aocordance with this geotion,

(0) For non-construotion Federal
awards, recipients must request prior
approvals from HHE awarding egencles
for one or more of the following pro-
gram or bhudget-related reagsong:

(1) Change in the scope or the objec-
tive of the projeot or program (even if
there i8 no associated budget revision
requiring prior written approval),

(2) Ohange in 8 key person specified
in the application or the Federal
award.

() The disengagement from the
project for more than three months, or
& 2b percent reduotion in time devotied
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to the project, by the approved project
director or principal investigator.

(4) The inclusion, unless walved by
the HHS awarding agency, of costs that
require prior approval in acoordance
with subpart 1 of this part or appendix
IX of this part, or 48 OFR part 81, a8 ap-
plicable,

(5) The transfor of funds budgeted for
participant support costs es defined in
§765.2 Partiolpant support costs to other
catogories of expense,

(6) Unless desoribed in the applice-
tion and funded in the approved Fed-
eral awards, the pubawarding, transfer-
ring or contracting out of any work
under & Faderal award, 'This provision
does not apply to the acquisition of
supplies, material, equipment or gen-
eral support services.

(") Changes in the approved cost-
gharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific ltems
may be imposed unless an exception
has been approved by OMB. See also
§§75,102 and 75.407.

(8) A fixed amount subaward as de-
seribed in §76,358,

(9) The inclusion of research patient
aare costs in research awards made for
the performance of research work.

(10) The provigion of subawards by a
pass-through entity on fixed amounts
up to the Simplified Acquisition
Threghold, provided that the subawards
meet the requirements for fixed
amount awerds in §76,201. See §76.858,

(11) The reciplent wighes to dispose
of, replace, or encumber title to real
property, equipment, or intangible
property thab are acquired or improved
with a Federal award, See §§75.318,
75,820, 75.322, and 75.823,

(12) The need arises for additional
Federal funds to complete the praject.

(d) Except for requirements listed in
paragraph (0)(1) of this seotion, the
HHR awarding agencies are authorlzed,
at their option, to weive prior written
approvals regumired by paragraph (o)
this seotion, Such walvers may include
authorizing recipients to do any one or
more of the following:

(1) Inour projeot ocosts 80 calendar
days before the HHS awarding agenocy
meales the Federal award. Hxpenses
more than 90 calendar days pre-award
require prior approval of the HHS

B
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awsrding agency. All costs incurred be-
fore the HHS awarding agency malkes
the Federal award are at the recipi-
ent's rigk ({.6., the HHS awarding agen-
cy is under no obligation to reimburse
such cogts if for any reason the recipi-
ent does not recelve a FPederal award or
if the Federal award is less than antiol-
pated and inadeqguate to ocover such
oosts), Bee also §76,458,

(2) Initiate a one-time extension of
the period of performance by up to 12
months nnless one or more of the con-
ditions outlined in paragraphs (6)(2){1)
through (iii) of this seotion apply. For
one-tlme extensions, the recipient
must notify the HHS awarding agenoy
in writing with the supporting reasons
and revised period of performance at
least 10 calendar days before the end of
the perlod of performance specified in
the Federal award. This one-time ex-
tension may not be exercised merely
for the purpose of using unobligated
balances, Dxtengions require explicih
prior HHS awarding agency approval
when!

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

(11) The extension requires additional
Federal funds.

(1ii) The extension invelves any
change in the approved objectives or
scope of {he project.

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance.

(4) For Federal awards that support
regearch, unless the HHBE awarding
agency provides otherwise in the Fed-
eral award or in the HHS awarding
pgency’s regulations, the prior ap-
proval requirements desoribed in para-
graph (d) are auntomatically walved
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
dﬂsions inoluded in paragraph (d)2) ep-
plies.

(e) The HHE awerding sgency mey,
gt 1ts option, restrict the transfer of
fands among direct cost oategories or
programs, funotions and activities for
Federal awards in which the Federal
share of the project exceeds the Sim-
plified Aocquisition Threshold and the
curnulative amount of such transfers
excesds or is expected to exoesd 10 per-
cent of the total budget ag last ap-
proved by the HHS awarding agenoy.
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The HHS awarding agency cannob per-
mit & transfer that would cuuse any
Federal appropriation to be used for
purposes other than those consistent
with the appropriation.

(D) All other changes $0 non-construo-
tion budgets, excepti foy the changes de-
seribed in paragraph (o) of this section,
do not redquire prior approval (see also
§76.407).

(g) For construction Federal awards,
the reciplent must reqnest prior writ-
ten approval promptly from the HHS
awarding agency for budget revisions
whenever paragraph (g)(1), (2), or (3) of
this section applies.

(1) The revision results from changes
in the scope or the objective of the
project or program,

(2) The mneed arises for additional
Federal funds to completie the project.

(3) A revision s desired which in-
volves specifio costs for which prior
written approval requirements may be
imposed consistent with applicable
OMB cost prinociples listed in subpart B
of this part.

(4) No other prior approval require-
ments for budget revisions may be im-
posed unless an exception has been ap-
proved by OMB.

(6) When an HHS awarding agency
makes s Federal award that provides
support for construction and non-con-
struotion work, the HHS awarding
agency may require the recipient to ob-
tain prior approval from the HHS
awarding agency before making any

fund or budget transfers between the

two types of work supported.

(h) When requesting approval for
budget revigions, the recipient must
use the same format for budget infor-
metion that was used in the applica-
tion, unless the HHE awarding agency
indicates a letter of request suffices.

(i) Within 30 oalendar days from the
date of recelpt of the request for budg-
ot revisions, the HHS awarding agency
must review the request and notify the
reciplent whether the budget revisions
have been approved. If the revision 1s
phill under consideration at the end of
30 oslender days, the HHS awarding
agency must inform the recipient in
writing of the date when the recipient
may expect the decigion.

(j) All approvals granted in keeping
with the provisions of this seoction shall
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not be valld unless they are in writing,
and pigned by at least one of the fol-
lowing HHS officials:

(1) The Head of the HHS awarding
agency that made the award or subor-
dinate official with proper delegated
suthority from the Head, Including the
Head of the Regional Office of the HHS
awarding agenoy that made the award;
[¢]

iy

(2) The responsible Grants Officer of
the HHS awarding agency that made
the award or an individnal duly anthor-
ized by the Grants Officer.

§75.309 Period of performance and
availability of funds.

(8) A non-Federal entity may charge
to the Federal award only allowable
costs incurred daring the period of per-
formance (except as described In
§75.461) and any costs inourred before
the HHS awarding agency or pass-
through entity made the Federal award
that were authorized by the Federal
awarding agenoy or pass-through enti-
ty. Punds available to pay allowable
costs during the period of performance
inolude both Federsl funds awarded
and varryover halances,

() A non-Federal entity must lig-
uidate all obligations incurred under
the award not later than 90 days after
the end of the funding perlod (or as
specified in a program regulation) to
coincide with the submission of the
final Federal Financial Report (FIR).
This deadline may be extended with
prior written approval from the HHS
awarding agency.

§875.810-76.316 [Reasrved]
PROPBRTY STANDARDS

§76.816 Purpose of property stand-
ards.

Sectlons 75.817 through 76.823 pget
forth uniform standards governing
menagemeont and disposition of prop-
erty furnigshed by HHS8 or whose cost
was charged directly to s project sap-
ported by an HHS award, The HHS
awarding agency may not impoge addi-
tional requirements, unleps gpeoifically
required to do so by Federal statute.
The recipient may use its own property
menagement standards and prooedures
provided they meet the provisions of
thege sections.
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§75.817 Imsurance coverage,

The non-Federal entity must, at a
minimum, provide the eguivalent in-
surance coverage for real property and
eqnipment aocquired or improved with
Federal funds as provided to other
property owned by the non-Federal en-
tity. Federally-owned property nesd
not be insured unless required by the
termy and oconditions of the Federal
awaxrd,

§76.818 Real property.

(a) Title, Subject to the obligations
and oonditions set forth in this section,
title to real property ascquired or im-
proved under g Federal award will vest
upon acquisition in the non-Federal en-
tity.

(b) Use. (1) Except as otherwige pro-
vided by Federal statutes or by the
HHS awarding agency, real property
will be used for the originally author-
ized purpose ag long as noeded for that
purpose, during which time the non-
TFederal entiby must not dlspose of or
encumber its title or other interests.

(2) The non-Federal entity shall ob-
tain written approval from:the HHS
awarding agency 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 projeot,
‘Use in other projeots ghall be limited
to those wunder federally-sponsored
projects (i.e., awards) or programs thatb
have purpose consistent with those au-
thorized for support by the HHS eward-
ing agenoy.

(o) Disposition., When real property is
no longer needed ms provided in sub-
geotion (b), the non-Federal entity
must obbain dispopition ingtructions
from the HHS awarding agency or pass-
through entity. The Instructions must
provide for one of the following alter-
netives:

(1) Retain title after oompensating
the HHS awarding agency. The amount
pald to the HHS awarding agency will
be oomputed by applying the HHS
awarding agenoy's percentage of par-
tioipation in the cost of the original
purchase (and costs of any Improve-
ments) to the fair market value of the
property, However, in those situations
where the non-Federal entity ls dis-
posing of real property acquired or im-
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proved with a Federal award and ac-
quiring replacement real property
under the same Federal award, the net
proceeds from the disposition may be
uged ag an offget to the cost of the re-
placement property.

(2) 81l the property and compensate
the HHS awarding agency. The amount
due to the HHE awarding agenoy will
bhe oaloulated by applylng the HHS
awerding agency’s percentage of par-
tioipation in the copt of the original
purchase (and cost of any Improve-
ments) to the proceeds of the sale afber
deduotion of eny actual and reasoneble
selling and fixing-up expenses. If the
Pederal award bas not been closed out,
the net prooseds from gale may be off-
sot againpt the original cost of the
property. When the non-Federal entity
is direoted to mell property, sales proce-
dures must be followed that provide for
competition to the extent practicable
and result in the highest possible re-
turn,

(8) Transfer title to the HHS award-
ing agency or to a third party des-
ignated/approved by the HHS awarding
agenoy. ‘The non-Federal entity Is enti-
tled to be paid an amount oasloulated
by applying the non-Federal entity's
percentage of participation in the pur-
chage of the real propsrty (and cost of
any improvements) to the current fair
market value of the property.

§76.319 Federally-owned and exempt
property.

() Title to Federally-owned property
remainsg vested In the Federal Govern-
ment, The non-Federal entity must
submit annually an inventory listing of
Federally-owned property in its ous-
tody to the HHB8 awarding agency.
Upon completion of the Federal award
or when the property is no longer need-
od, the non-Federal entity must report
the property to the HHS awsrding
agenoy for further Federal agency utl- -
Heation,

(b) If the HHS awarding agenoy has
no farther need for the property, ib
must declare the property excess and
report 1t for disposal to the appropriate
Poderal disposal authority, unless the
HHS awarding agency has statutory
authority to dispose of the property by
alternative methods {(e.g., the author-
ity provided by the Federal Technology
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Trangfer Aot (156 U.B.C. 8710 (1)) to do-
nate research sequipment to edu-
cational and non-profit organizabtions
in accordance with Hxeoutive Order
12999), The HHS awarding agency must
isgue appropriate instructions to the
non-Federal entiby.

(¢) Exempt Federally-owned property
means property acguired under a Fed-
eral award where the HHS awarding
agency has chosen to vest title to the
property %0 the non-Federal entity
without further obligation to the Fed-
eral Government, baged upon the ex-
plicit terms and conditions of the Fed-
eral award, The HHS awsrding agency
mey exeroige this option when statu-
tory anthority exists. Absen} statutory
suthority and specific terms and condi-
tions of the Federal award, title to ex-
empt Pederally-owned property ac-
quired under the Federsl award re-
meing with the Federal Government.

§95.320 Equipment.

Sea also §7b.489,

(a) Title. SBubject to the obligations
and conditions set forth in this seotion,
title to equipment acguired under s
Foderal award will vest upon acquisi-
tion in the non-Federal entity. Unless
a ptatute specifioally authorizes the
Federal agency to vest title in the non-
Federal entity without further obliga-
tion to the Federal Government, and
the Federal agenoy elects to do 8o, the
title must be a conditional title, Title
must vest in the non-Federal entity
subject to the following conditions:

(1) Use the equipment for the author-
ized purposes of the project during the
period of performance, or until the
property is no longer needed for the
purposes of the project.

(2) Not encumber the property with-
out approval of the HHS awarding
agenoy or pass-through entiby.

(8) Use and dispose of the property in
accordance with paragraphs (b), (0) and
(o) of this seation.

(b) A stato must uke, manage and dig-
pose of equipment aogquired under a
Federal award by the state in accord-
anoe with ptate laws and procedures.
Other non-Federal entities must follow
paragraphs (¢) through (e) of this sec-
tlon,

(o) Use. (1) Hquipment must be used
by the non-I'ederal entity in the pro-
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gram or project for which it wes ac-
quired as long as needed, whether or
not the projeot or program continues
to be supported by the Federal award,
and the non-Federal entlity must not
encumber the property without prior
approval of the HHS awarding agenoy.
When no longer needed for the original
program or project, the eguipment may
be meed in other activities supported by
the HHS awarding agency, 1n the fol-
lowing order of priority:

(1) Activities under a Federal award
from the HHS awarding agenoy which
funded the original program or projsot,
then

(i) Actlvities under Federal awards
from other HHS awarding agencles,
This includes consolidated equipment
for information technelogy systems,

(2) During the time that equipment is
used on the project or program for
which it was acquired, the non-Federal
entity must also make the equipmenst
available for use on other projeots or
programs ourrently or previously sup-
ported by the Federal Government,
provided that such use will not inter-
fore. with the work on the projects or
progrem for which it was originally ac-
quired, First preference for other use
must be glven to other programs or
projects supported by the HHS award- -
ing agenocy that financed the equip-
ment and second preference must be
glven to programs or projects under
Poderal awards from other Federal
awarding agencies. Use for non-feder-
ally-funded programs or projects is also
permiesible, Uger fees should be consid-
ered if appropriate.

(3) Notwithstanding the encourage-
ment In §76.307 to earn program in-
come, the non-Federal entity must not
use equipment acquired with the IMed-~
eral award to provide services for a fee

-that is less than private companies

charge for equivalent pervices unless
speoificelly authorized by Federal stat-
ute for as Iong as the Federal Govern-
ment retains an interest in the equip-
ment.

(4) When acquiring replacement
equipment, the non-Federal entity mey
use the equipment to be replaced ag a
trade-in or gell the property and use
the proceeds to offget the cost of the
roplacement property subjeot to the
approvel of the HHS awarding agency.
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() Management requiremenis. Proce-
dures for managing equipment (includ-
ing replacement eguipment), whether
acquired in whole or in part under a
Federal award, until disposition takes
plaoe will, as a minimum, meeti the fol-
lowing requirements:

(1) Property records must be main-
tained that include a desoription of the
property, & serial number or other
{dentification number, the source of
funding for the property (including the
IPAIN), who holds title, the acguisition
date, and cost of the property, peroent-
age of PFederal participation in the
project costs for the Federal award
under which the property was aoquired,
the loocation, use and condition of the
property, and any ultimate disposition
dats including the date of disposal and
sale price of the property.

(2) A physical inventory of the prop-
erty must be taken and the results rec-
onciled with the property rocords at
least once every two yoears.

(3) A control system must be devel~
oped to ensure adequate safeguards to
prevent loss, damage, or theft of the
property. Any loss, damege, oY thefy;
must be Investigated.

(4) Adequate maintenance procedures
must be develaped to keep the property
in good condition,

(6) If the non-Federal entity is au-
thorized or required to sell the prop-
erty, proper sales prooedures must be
established to ensure the highest pos-
sible return.

(e) Disposition. When original or ye-
placement equipment acquired under a
Federal award 18 no longer needed for
the original project or program or for
other activities ourrently or previously
supported by a HHS awarding agenoy,
except as otherwise provided in Federal
statutes, regulations, or HHS awarding
agency disposition Instructions, the
non-Federal entity must reauest dis-
position 1instructions from the HHRE
awarding agency if reguired by the
termg and conditions of the Federal
awerd, Disposition of the equipment
wiil be made as follows, in acoordance
with HHE awarding agenoy disposition
instructions:

(1) Items of equipment with a current
por unlt fair market velue of $56,000 or
loss may be retained, sold or otherwiss

45 CFR Subtifle A (10-1-15 Edition)

disposed of with no further obligation
to the HHB awarding agenocy.

(2) Bxcept as provided in §75.819(b), or
if the HHS awarding agenoy failg to
provide requested digporition lnstruc-
tions within 120 days, items of equip-
ment with a current per-unit fair-mar-
ket value in exocess of $5,000 may be re-
tained by the non-Federal’ entity or
sold, The HHS awarding agenoy is enti-
tled to an amount oaloulated by multi-
plying {he current market value or
proceeds from sale by the HHS award-
ing agenoy’s percentage of participa-
tion in the cosb of the original pur-
chage, If the eoquipment 18 sold, the
HHS awarding agency may permit the
non-Federal entity to deduct and re-
tein from the Federal share $600 or ten
percent of the prooseds, whichever is
less, for its selling and handling ex-
penses.

(8) The non-Federal entity may
trangfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
oases, the non-Federal entity must be
oentitled to compensation for its atbeil-
utablé percentage of the ourrent fair
market value of the property.

(4) In oases where a non-Federal enti-
ty fails to take appropriate disposition
aotions, the HHS awarding agency may
direct the non-Federal entity to take
digposition actions.

§75.921 BSupplies.

Soo aleo §76.453,

(a) Title to supplies will vest in the
non-Federal entity upon aocquisition, If
thore is o residual Inveniory of unused
supplies exceeding $6,000 in total aggre-
gate value upon termination or com-
pletion of the project or program and
the supplies are not needed for any

.other Federal award, the non-Federal

entity must retaln the supplies for use
on other aobtlvities or sell them, bub
must, in either ¢mse, compensate the
TFederal Government for its share. The
amount of compensation must be com-
puted in the same manner as for equip-
meont, See §76.920(e)(@) for the caloula-
tion methodology.

(b) As long es the Pederal Govern-
ment: retains an interest in the sup-
plies, the non-Federal entity must not
use supplies acquired under a Federal

262




Department of Health and Human Services

award to provide services to other or-
ganizations for a fee that is less than
private ocompanies charge for equiva-
lent mervices, unless specifically au-
thorized by Federal statute.

§76.822 Intangible property and copy-
rights,

(a) Title to infangible property (see
§76.2 Intangible property) aoguired under
2 Federsl award vests upon acquisition
in the non-Federal entity, The non-
Tederal entity must use that property
for the originally-authorized purpose,
and must not encumber the property
without approval of the HHS gawarding
agency. When no longer needed for the
originally authorized purpose, disposi-
tion of the intangible property must
ooour in acoordance with the provi-
glons in §756.320(e).

(b) The non-Federal entity mey copy-
right any work that is subject to oopy-
Tight and was developed, or for which
ownership wap acquived, under a Fed-
ergl award, The HHS awarding agency
resorves o royalty-free, nonexoclusive
and irrevocable right to reproduoce,
publish, or otherwise use the work for
Federal purposes, and to anthorlze oth-
ers to do so,

(c) The non-Federal entity is subject
to appliceble regulations governing
petents and inventions, including gov-
ernment-wide regulationg issued by the
Department of QOommerce at 87 OFR
part 401,

(d) The Federal Government has the
right to: .

(1) Obtain, reproduce, publigh, or oth-
erwise wee the data produced under a
Federal award; and

(2) Authorize others to receive, repro-
duce, publish, or otherwlse use such
data

(o) Freedom of Information Act (FOIA).
(1) In response to & Freedom of Infor-
mation Act (FOIA) reguest for research
date relating to published research
findings produced under a Federal
award that were used by the Federal
Government in developing an agenoy
action that has the force and effect of
law, the HHS awarding agenoy must re-
quest, and the non-Federal entity must
provide, within a reagonable time, the
research data so that they can be made
available to the publie through the pro-
cedures established under the FOIA. If

§75.323

the HHS awarding agency obtains the
research data solely In response to a
FOIA request, the HHS awarding sgen-
oy may charge the requester a reason-
able fes equaling the full incremental
cost of obtaining the research data.
This fes should reflect costs incurred
by the Federal agenoy and the non-
Trederal entiby. This fee 1s in addition
to any fees the HHS awarding agency
may adsess under the FOIA (6 U.8.0.
652(a)(4)(A)). '

(2) Publigshed research findings meane
when:

(1) Research findings are published in
2 peer-reviewed solentific or teochnical
journal; or .

(ii) A Yederal agency publicly and of-
ficially oites the repearch findings in
support of an agency action that has
the force and effect of Iaw. ‘““Used by
the Federal Glovernment in developing
an agency action that has the force and
effect of law” is defined as when an
agency publicly and offioially cites the
research findings in support of an agen-
oy action that has the force and effect
of law.

(8), Research date means the recorded
factual material commonly accepted in
the golentific community as necessary
to validate research findings, but not
any of the following: Prelimingry ansl- -
yees, drafts of selentifio papers, plans
for future research, peer reviews, or
ocommurications with oolleagues. This
“recorded” material excludes physical
objects (e.g., laboratory gamples), Re-
gearoh data algo do not include:

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

(11) Personnel and medical informa-
tlon and similar information the dip-
ologure of which would oconstitute a
olearly unwarranted invesion of per-
gonsl privacy, such ag information that
could be used to identify a partioular
pereon in a research study.

(f) 'The requirements set forth in
paragraph (e)(1) of this section do not
apply to commercial organizations

§75.923 Property trust relationship,

Resal property, equipment, and intan-
gible property, that are acquired or im-
proved with a Federal award must be
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held in trust by the non-Federal entiby
as trustes for the beneficiaries of the
project or program under which the
property was acquired or improved.
The HHE awarding agency may require
the non-Federal entity to record liens
or other appropriate notices of record
to indicate that personal or real prop-
erty hag been acquired or improved
with a Federal award and that use and
disposition conditions apply to the
property.

$8765.924-76.925 [Reserved]
PROGURBMENT STANDARDS

§75.926 Procurements by states,

When proouring property and serv-
joes under a Federal award, a state
must follow the same policies and pro-
codures it uses for procurements from
its non-Pederal funds, The state will
comply with §76.331 and ensure that
avery purchase order or other conbract
inoludes any clauses vrequired by
§75,985, AIl other non-Federal entities,
including subrecipients of a state, will
follow §§75.927 through 76.385.

§78.827 General procurement stond-
ards

(a) The non-Federal entity must use
1ts own documented proourement pro-
cedures which reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements con-
form to applicable Federal law and the
standards identified in this part.

(b) Non-Federal entities must malin-
tain oversight to ensure that contrac-
tors perform in acoordance with the
terms, conditions, and specifioations of
thelir contracts or purchase orders.

(o)1) The non-Federal entity must
maintain written standards of conduet
covering confliots of interest and gov-
erning the aotions of its employees en-
gaged in the seleotlon, award and ad-
minigtration of oontracts. No em-~
ployee, officer, or agent may bartici-
pate in the selection, award, or admin-
istration of 5 contraot supported by &
Toderal award if he or she has a real or
apparent conflict of interest. Such a
conflict of interest would arise when
the employes, officer, or agent, any
member of his or her immediate fam-
ily, his or her partner, or an organiza-
tion which employs or i8 about to em-

F
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ploy any of the parties indicated here-
in, has a finanocial or other interest in
or # btangible personal benefit from a
firm oonsidered for a contract, The of-
ficers, employees, and agents of the
non-Federal entity may neither goliclt
nor accept gratuities, favors, or any-
thing of monetary value from conbrac-
tors or parties to suboontrhots. How-
ever, non-Federal entities may #el
standards for sitmations in which the
financial interest is not substantial or
the gift is an nnsolicited item of nomi-
nel value, The standards of conduch
must provide for disciplinary actions
to be applied for violations of such
standards by officers, employees, or
agonts of the non-Federal entity.

(®) If the non-Federal enbtity has a
parent, affiliate, or subsidiary organi-
zation that is not a state, looal govern-
ment, or Indian tribe, the non-Federsl
entlty mugt algo maintain written
gtandards of conduct covering organi-
zationnl conflicts of interest. Organiza-
tional conflicts of interest meens that
because of relationships with a parent
company, affiliate, or subsidiary orge-
nizafifon, the non-Federal entity is nn-
able or appears td be unaehle to be im-
partial in conducting a procurement
actlon involving a related organiza-
tion.

(@) The non-Federal enbity’s proce-
dures must avoid acquisition of unnec-
essary or duploabtive items. Consider-
ation should be given to congclidating
or brealing out procurements to ob-
tain a more seconomioal purchase.
Where appropriate, an aunalygis will be
made of lease versus purchase alter-
natlves, and any other appropriate
analysis to determine the most eco-
nomionl approach,

(e) To foster greater economy and ef-
ficlenoy, and in accordance with effortg
to promote oost-effective uge of shared
services aoross the Federal CGovern-
ment, the non-Federal entity is encour-
aged to enter into shate and looal inter-
governmental agresments or inter-en-
tity agreements where appropriate for
procurement or uge of common or
ghared goods and gervices,

) 'The non-Federal entity is encour-
aged to use Federal excess and surplus
property in lieu of purchasing new
equipment and property whenever such
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use 1s8 feasible and reduces project
cosbs,

(z) The non-Federal entity 18 encour-
aged to use value engineering clauses
in oontraocts for conatruction projeots
of sufficlent size to offer reagonable op-
portunities for cost reductions. Value
engineering is a systematic and ore-
ative analysis of each contract item or
task to enpure that is essential funo-
tion i provided at the overall lower
costi.

(h) The non-Federal entity must
award oontracts only to responsible
contractors possessing the ability to
perform sucoessfully under the terms
and conditions of & proposed procure-
ment. Consideration will be given to
such meatters a8 ocontractor integrity,
compliance with public polioy, record
of pest performance, and financial and
technical regourges. In oertain eir-
ournstances, ocontracts with certain
parties are resirioted by agenoies' im-
plementation of Hxecutive Orders 12549
and 12689, (See 2 OFR part 376.)

(1) The non-Federal entity must
maintain records sufficient to detail
the higtory of procurement. These
records will include, but are not nec-
essarlly limited to the following: ra-
tionale for the method of procurement,
geleotion of contraot type, contraotor
goleotion or rejection, and the bagis for
the contract price.

@3)(1) The non-Federal entity may use
s time and materials type contraot
only after a determination that no
other oonfract is suitable and if the
contraot inoludes s oelling price that
the contractor exceeds at its own risk,
Time and materipls Stype ocontract
means s oontract whose cost to s non-
Pederal entity is the sum of:

(i) The aoctual cost of materials; and

(1) Direct labor hours charged ab
fixed hourly rates thab reflect wages,
general and administrative expenses
and profit. - '

(2) Since this formula generates an
open-snded contract price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cosb control or labor efficlency. Theore-
fors, each contract must set e ceiling
prioe that the contractor exceeds at its
own rigk, Parther, the non-Federal en-
tity awarding such a contrach must as-
pert & high degree of oversight In order

to obtain reasonable aspurance that
the contractor is using efficient meth-
ods and effective cost controls,

() The non-Federal entity alane
must be responsible, in aoccordance
with good administcative practice and
sound business judgment, for the sete
tlement of all contractual and adminis.
trative issues arising out of procure-
ments, These issues include, bubt are
not Hmited to, source evaluation, pro-
tests, disputes, and claims. These
standards do not relieve the non-Fed-

oral entity of any contractual respon- -

sibllities under 1ts conbtracts. The HHS
awarding agency will not substitute its
Judgment for that of the non-Pederal
entity unless the matter ig primarily a
Peoderal concern, Violations of law will
be referred to the local, tribal, state, or
Federal authority having proper juris-
diction,

(1) The type of procuring instruments
used must be debermined by the recipi-
ent but shell be appropriate for the
partioular proourément and for pro-
moting the best interest of the pro-
gram or project involved.

§75.528 Competition.

(a) All procurement transactions
must be conduoted in a manner pro-

viding full and open competition con- -

gistent with the standards of this seo-
tion. In order to emsure objective con-
tractor performance and eliminate un-
falr compelitive adventage, contrac-
tors that develop or draft speoifica-
tions, requirements, statements of
work, or invitations for bide or re-
auests for proposals must be excluded
from competing for swoh proourements.
Some of the sltuations considered to be
restriotive of ocompetition include but
are not limited to;

(1) Placing wunreasonable reguire-
ments on firms in order for them fo
quelify to do business;

(2) Requiring unnecessary experience
and excessive bonding;

(3) Noncompelitive pricing practices
between firms or between affiliabted
companies;

(1) Noncompetitive contracts to con-
pultanty that are on retaiher contraocts;

%5) Organizational confliots of inter-
oBt;

(6) 8Bpeoifying only a “*hrand name”
product instead of allowing *“‘an equal”

266



§75.329

produot to be offered and deseribing
the performance or other relevant re-
quirements of the procurement; and

(7) Any arbitrary sotion in the pro-
curement process.

(b) The non-Federal entity must con-
duct procurements in a manner that
prohibits the use of statutorily or ad-
ministratively imposed state, local, or
tribal geographioal preferences in the
evaluation of bids ox propogals, except
in thope cases whers applicable Federal
statutes expresely mandate or encour-
age geographic preference. Nothing in
this seotion preempts state licensing
laws. When oontracting for architec-
tural and engineering (A/E) services,
geographic looation may be a selection
criterion provided 1t8 applieatlon
leaves an appropriante number of quall-
fied firms, given the nature and slzs of
the projeot, to compsete for the con-
tract.

(¢) The non-Federal entity must have
written prooedures for prooursment
transactions. These procedures must
enpure that all golloitations:

(1) Incorporate a clear snd acourate
desoription of the techmical require-
ments for the maberial, product, or
servios to be prooured. Such desorip-
~ tion must not, in competitive procure-
ments, contain foatures which unduly
restrict competition., The description
may inolude a statement of the quali-
tative nature of the maberial, produet
or service to be procured and, when
necesgary, must set forth those min-
imum esgential charaoteristics and
standards to which it must conform if
it i8 to satisfy 1ts intended use. De-
tailed product specifications ghould be
avolded if at all possible, When it is
impractical or uneconomical to make a
clear and accurate description of the
technical requirements, & ‘‘brand nams
or equivalent® description may be uged
aa n means to define the performance
or other salient requirements of pro~
ourement, The specific features of the
named brand which must be met by of-
fers must be clearly stabed; and

(2) Identify all requirements which
the offevors must fulfill and all other
factors to be used In evaluating bids or
Propossls,

(d) The non-Federal entity must en-
sure that all prequalified lists of per-
sons, firms, or products which are used
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in aoquiring goods and services are cur-
rent and include oenough qualified
sources to ensure meximum open and
free competition. Algo, the non-Federal
entity must not preclude potential bid-
dera from qualifying during the solici-
tation period,

§76.329 Procurement procedures,

The non-Federal entlty must use one
of the following methods of procurs-
ment, ’

(a) Procurement by micro-purchases.
Procurement by micro-purchase ig the
scquisition of supplies or services, the
aggrogate dollar amount of which does
not excead the miero-purchase thregh-
old (See micro-purchase). 'To the extent
practicable, the non-Federsl entity
must distribute miocro-purchages equi-
tably among qualified guppliers. Mioro-
purcheses may be awarded without so-
liclting compebitive quotations if the
non-Federal entity considers the price
to be reasonable,

(b) Procurement by small purchase pro-
cedures, Small purchase procedures are
those’ relatively simple mnd informal
proourement methods for securing
services, supplies, or other property
that do not cost more than the Sim-~
plified Acquisition Threghold. If small
purchase procedures are used, price or
rate quotations must be obtained from
an adequate number of qualified
8ON1068,

(c) Procurement by sealed bids (formal
advertising). Bids are publicly solloited
and a firm fixed price contract (lump
sum or ynit price) s awarded to the re-
sponsible bidder whose bid, conforming
with 8]l the material termg and condi-
tions of Lhe invitation for bids, is the
lowest in price. The gealed bid method
is the preferred method for procuring
construction, if the conditions in para-
graph (o)(1) of this gection apply.

(1) In order for sealed bidding to he
feasible, {(he following oconditions
ghould be present:

(1) A complete, adeguate, and real-
istic specification or purchase desorip-
tion 18 available;

(11) Two or more regpongible bidders
are willing and able to compste effec-
tively for the business; and
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(ii1) 'The procureimnent lends 1tself to a
firm fixed price contract and the selec-
tion of the successiul bidder can be
made principally on the basig of pries.

(2) If sealed hids are used, the fol-
lowing requirements apply:

(1) Bids must be solicited from an
adequate number of known suppliers,
providing them sufficlent response
time prior to the date pet for opening
the bids, for state, local, and tribal
governments, the invitation for bids
must be publically advertised;

(1) 'The invitation for bids, which
will inolude eny specifications and per-
tinent attachments, must define the
items or gervices in order for the bidder
to properly respond;

(i11) A1l pids will be opened at the
time and place preseribed in the invita-
tion for bids, for shate, local, and tribal
governments, the bids must be opened
publically;

(iv) A firm fixed price contract award
will be made in writing to the lowest
responsive and responsible hidder.
Where speoified in bidding documents,
faotors snch ag discounts, transpor-
tation cost, and life cycle costs must
be considered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experionce indlcates that such
disoounts are usually taken advantage
of; and

(v) Any or all bids may be rejected if
there 18 a sound documented reason.

(d) Procurement by competitive pro-
posals, The technique of competitive
proposals 18 mormally conducted with
more than one gource submitting an
offer, and either a fixed price or cost-
reimbursement type contraoct 18 award-
od. It is gonerally used when conditions
are not appropriate for the use of
sealed bidg., If this method Is used, the
following requirements apply:

(1) Requests for proposals must be
publigized and identify all evaluation
faotors and their relative importance.
Any response to publicized requests for
proposals must be consldered to the
maximum extent practical;

(2) Proposals must be golicited from
an adeguate number of qualified
SOUI0ES;

(3) The non-Federal sntity must have
8 written method for conduocting bech-

§75.330

nical evaluations of the proposals re-
celved and for selecting recipients;

(4) Contracts must be awarded to the
responsible firm whoge proposal is
mogt advantageous to the program,
with price and other factors conpid-
ered; and

(6) The non-Federal entity may wuse
oompetitive proposal procodures for
qualifications-based procurement of ar-
chiteotural/engineering (A/B) profes-
slonal services whereby competitors’
qualificgtions are evaluated and the
most qualified competitor 1s seleoted,
subject to negotiation of fair and rea-
sonable compensetion. The method,
where price is nob used as a selection
factor, can only be used in procure-
ment of A/E professional gervices, It
oamnot be used to purchase other types
of servioeg though A/A firmg are a po-
tential source to perform the proposed
effort.

(e) [Reserved]

() Procurement by noncompetitive pro-
posals. Proourement by noncompetitive
proposals 18 prosurement through do-
Hoitation of & proposal from only one
gource and may be used only when ohe
or mors of the following oircumstances

apply:

(1) The item is avallable only from s
pingle pource;

(2) The public exigenoy or emergency
for the requirement will not permit a
delay resulting from competitive solic-
{tation;

(8) The HHB ewarding agency or pass-
through entity expressly authorizes
noncompetitive proposals in response
to a written request from the non-Fed-

. ergl entity; or

(4) After sollcitation of a number of
sources, compsebition 1s determined in-
adequate.

$%75.330 Coniraeting with small and
minority businesses, women’s busi-
ness entexprises, and labor surplus
area firms,

(n) The non-Federal entity must take
all necessary affirmative steps to as-
sure that minority businesses, women’s
business enterprises, and labor surpiug
area firms are used when possible,

(b) Affirmetive steps must inolude;

(1) Placing qualified small and mi-
nority businesses and women's business
enterprigses on solloltation lists;
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(2) Assuring that small and minority
businesses, and women's business en-
terprises are solicited whenever they
are potential sources;

(3) Dividing total requirements, when
economioally foasible, into smaller
taslks or quanblties to permit max-
imum participation by small and mi-
nority bupinesses, and women’s busi-
ness enterprises;

(4) Establishing dellvery schedules,
where the requirement permits, which
encourage participstion by small and
minority businesses, and wormen's busi-
nesg enterprises;

(5) Using the services and agsistanoce,
as appropriate, of such organizations as
the Small Business Administration and
the Minority Business Development
Agenoy of the Department of Com-
merce; and

(6) Requiring the prime contraotor, if
suboontracts are to be let, tio take the
affirmative steps listed in paragraphs
(b)(1) through (b) of this section.

§75.881 Procurement of recovered ma~
terials,

A non-Federal entity that 1s a state
agency or agency of a political subdivi-
ston of a state and ibs contractors must
oomply with sectlon 6002 of the Solld
Waste Disposal Aet, as amended by the
Resource Conservation and Recovery
Aoct. The requirements of Seotion 6002
include proouring only 1tems des-
jgnated in guidelines of the Huviron-
mental Protection Agenoy (HPA) at 40

OFR part 247 that contaih the highest

percentage of recovered materials prac-
ticable, consistent with meintaining &
satisfactory level of oompetition,
where the purchase price of the item
oxceeds $10,000 or the value of the
gnantity soquired during the preceding
fison]l year oxceeded $10,000; proouring
solid waste management services in a
manner that meximizes energy and re-
souroe recovery; and establishing an af-
firmative procurement program for
proourement of recovered materials
jdentified in the BPA guidelines.

§'75,832 Contract cost and price,

(e) The non-Federal eatity must per-
form a oost or price analysis in connec-
tion with every procurement astion in
excess of the Simplified Aoguisition
Threshold including contract modifica-

'
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tions. The method and degree of anal~
ysis is dependent on the faots sur-
rounding the particular procurement
situstion, but as a starting polnt, the
non-Federgl entlty must make inde-
pendent estimates before recelving bids
oOr Proposals.

(b) The non-Federal entiby must me-
gotiate profit as o separate element of
the price for each contract in which
there is no price competition and in all
oafes where oost analysis is performed.
'To establish p fair and reagonable prof-
it, congideration must be given to the

-oomplexity of the work to be per-

formed, the risk borne by the con-
tractor, the conbtraotor’s investment,
the amount of mubcontracting, the
quality of its record of past perform-
ance, and industry profit rates in the
surrounding geographical area for
similar work,

(c) Costs or prices based on estimated
costs for contracts under the Federal
award are allowable only fo the extent
that costs inourred or cost estimates
inoluded in negotiated prices would be
allowable for the non-Federal enbity
under subpart B of this part. The non~
Pederal entity may reference its own
cost principles that comply with the
Federal cost principles. :

(d) The oost plus a percentage of cosh
and percentage of construction cost
mei';ihods of contraoting must; not be
used,

875,888 HHS awarding agency or pass-
through entily review.

(a) The non-Pederal entity must
make available, upon request of the
HHS awarding agency or pass-through
entibty, technical specifications on pro-
posed procurements where the HHS
awarding ageney or pags-through enti-
ty believes such review is needed to en-
sure thet the item or service specified
is the one bheing proposed for acgquisi-
tion. This review generally will take
place prior to the time the specifica-
tion 1s incorporated into o goloitation
document;, Howaver, if the non-Federal
entity desires to have the review ao-
complished after a solicitation has
been developed, the HHE awarding
sgency or pass-through entity may
still review the specifications, with
such review usually lmited to the
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technloal aspects of the proposed pur-
chase,

(b) The non-Federal entity must
make avellable upon request, for the
HHS awarding agency or pass-through
entity pre-procurement review, pro-
curement documents, such ag requests
for proposals or invitations for bids, or
independent oost estimates, when;

(1) The non-Federal entity’s prooure-
ment procedures or operation fails to
comply with the proocurement stand-
ards in this part;

(2) The proocurement 1s expected to
exceed the Simplified Aoquisition
Threshold and i to be awarded without
oompetition or only one bid or offer is
reoslved in response to a solicitation;

(8) The procurement, which 18 ex-
pected to exceed the Simplified Acqui-~
sition Threshold, specifies a ‘‘brand
neme’ product;

(4) The proposed ocontract is more
than the Simplified Aocquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a gealed bid procurement; or

(6) A proposed contract modification
changes the socope of a contract or in-
oreages the gontraot amount by more
than the Simplified Acquisition
Threshold.

(c) The non-Federal entity is exempt
from the pre-procurement review in
paragraph (b) of this section if the HHS
awsrding agency or pagg-through enti-
ty determines that its proonrsment
systems comply with the standards of
this part.

(1) 'The non-Federal entlty may re-
quest that its procurement system be
reviewed by the HHS awarding agency
or pess-through entiby to determine
whether 1ts system meets these ptand-
ards in order for its system to be cer-
tifled. Generally, these reviews must
pocour where there is continuous high-
dollar funding, and third party ocon-
traots are awarded on a regular basis; .

(2) The non-Federal entity may self-
certify its proourement system, Such
self-certifioation must not Hmit the
HHS awarding agency’s right to survey
the system. Under a self-certifioation
procedure, the HHS8 awarding agency
may rely on written assurances from
the non-Federal entity that it is com-
plying with these standards. The non-
Federal entity must cite specific poli-

§75.335

oles, prooedures, regulations, or stand-
ards as being In compliance with thege
requirements and have its system
available for review.

§75.384 Bonding requirements.

For congtruotion or facility improve-
ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old, the HHS awarding agenoy or pags-
through entity may accept the bonding
poloy and reguirements of the non-
Federal entity provided that the HHS
awarding agenoy or pasg-through enti-
ty has mede a determination thet the
Fedoral interest is adequately pro-
teoted. If such o determination has not
been made, the minimum reguirements
must be as follows:

(a) A bid guarantee from each bidder
equivalent to flve percent of the hid
price. The “bid guarantes” must con-
alet of & firm ocommitment such as a
bid bond, oertified cheok, or other ne-
gotiable instrument acoompanying a
bid as assurance that the bldder will,
upon aoooptance of the bid, oxecute
such contractual doouments as may be
required within the time spooified.

(b) A performance bond on the part of
the oontractor for 100 percent of the .
oontract price, A “performance bond"
18 one executed in connection with a
contract to securs fulfillment of all the
contractor's obligations under snch
contract. .

(c) A payment bond on the part of the
contractor for 100 percent.of the con-
tract price. A “payment bond” is one
exeouted 1n connection with & contract
to assure payment as required by law
of all persons supplying Iabhor and ma-
terial in the exeoution of the work pro-
vided for in the contract.

(d) Where bonds are required in the
situations desoribed herein, the bhonds
shall be obtained from companies hold-
ing certificates of authority as accept-
able surebies puwrsuant tv 81 OFR part
223,

§75.335 Contract provisions.

The non-Federal entity’s contraots
must contain the applioable provisions
desoribed in appendix IT to this part,
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$675.986-76.340 [Reserved]

PHRFORMANOL AND FINANUIAL
MONITORING AND RIPORTING

§75.341 Financial reporting,

Unlegs otherwise approved by OMB,
the HHS awarding agenoy may solicit
only the standard, OMB-approved gov-
ernment-wide data elements for collec-
tion of financial information (at time
of publication the Faderal Financial
Report or such future colleotions as
msy be approved by OMB and Hsted on
the OMB Web site). This information
must be collected with the frequency
required by the terms and conditiong of
the Federal award, but no less fre-
quently than ennuelly nor more fre-
quently than guarberly except In un-
usual olroumstances, for exemple
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or ocould signifi-
cently affect program oubtcomes, and
preferably in ocoordination with per-
formance reporting.

§75.842 Monitoring and reporting pro-
gram performance.

(2) Monitoring by the non-Federal enti-
ty., The non-Federal entity i8 respon-
pible for oversight of the operations of
the Pederal award supported activities.
The non-Federal entity must moniltor
ite aotivities under Federal awards to
apsure compliance with applicable Fed-
era) requirements and performance ex-
poctations are being achieved. Moni-
toring by the non-Federal entity must:
oover eaoh program, function or activ-
ity. Bee also §75,352,

(b) Non-construction performance re-
ports. The HHS awarding agency must
use standard, OMB-approved data ele-
ments for collection of performancs in-
formation (inoluding  performance
progress reports, Research Perform-
ance Progress Report, or suoh futurs
oollections as may be approved by OMB
and Hgted on the OMB Web slts),

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the HHS awarding
agency or pass-through entity to best
inform improvements in program out-
oomes and producbivity, Intervals must
be no less frequent than snnually nor
more frequent than quarterly except in

'
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unusual  elvcumstanges, for example
where more frequent reporting is nec-
egeary for the effeotive monitoring of
the Pederal award or could signifi-
cantly affeot program outcomes. An-
nual reports must be due 90 calendar
days after the reporting perlod; quar-
terly or semiannurl reports must be
due 30 oslendar days after the report-
ing period. Altermatively, the HHSB
awarding agenoy or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple year
Federal awards. The final performance
report will be due 90 oalendar days
after the perlod of performance end
date. If a justified request is submitied
by a non-Federal entity, the HHS
awarding agenoy may extend the due
datie for any performance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved government-wide standard in-
formetion collections when providing
performance informeation. As appro-
priate in accordence with the above-
mentioned information collections,
these reports will contain, for each
Federal award, brief information on
the following unless other colleotions
are approved by OMB;

(1) A ocomparigon of actual accom-
plishments to the objectives of the
Federal award estahlished for the pe-
riod. Where the accomplishments of
the Pederal award can he quantified, a
oomputation of the cost (for exemple,
related to units of aceomplishment)
may be required if that information
will be useful. Where performanoe
trend date and analysis would be in-
formetive to the HHS awarding agenoy
program, the HHS awarding agenoy
should incinde this ag a performance
reporting requirement.

(il) The reasons why established
goals were not met, if appropriate.

(ii1) Additional pertinent information
including, when appropriate, analysis
and explanation of oost overrnns or
high unit costs.

(o) Construction performance rveports.
Por the most part, onslte technioal in-
gpeotliong and certified percentage of
completion data are relisd on heavily
by HHS awarding agencles and pass-
through entitles to monitor progress
under Federal awards and subawards
for oongtraction. The HHS awarding
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agenoy mey reguire additlonal per-
formance reports only when considered
necessary.

(@) Significant developmenis. Hvents
may ocour between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity, In such oases, the non-Federal
entity must inform the HHS awarding
agency or pass-through entity as goon
as the following types of conditions be-
gome known!

(1) Problems, delays, or adverse con-
ditlons which will materially impair
the ability to meet the objective of the
Foderal award. This disclopure must in-
clude a statement of the action taken,
or contemplated, and any assistance
needed to resolve the situation,

(2) Favorable developments which en-
able meeting time schedules and objeo-
tives gooner or at leas cost than antiol-
pated or produeing more or different
beneficial results than originelly
plenned,

(e) The HHS awarding agency may
make site visits as warranted by pro-
gram needs,

() The HHES awarding agency may
walve any performance report required
by this part if not nesded.

§75.343 Reporting on real property.

The HHE awsarding agency or pass-
through entity must require a non-Fed-
eral entity to submit reports at least
annuelly on the status of real property
in whioh the Federal Government re-
tainse an interest, unlesg the Federal in-
terest In the real property extends 1b
years or longer. In those Instanoes
where the Federal interest attached 1s
for a period of 16 years or more, the
HHS awarding agency or pass-through
entity, at its option, may require the
non-Federal entity to report at various
multi-year frequencies (e.g., every two
years or every three years, not to ex-
ceed a flve-year reporting period; or an
HHS awarding agenoy or pass-through
entity may require annual reporting
for the first three years of a Federal
award and thereafter require reporting
every flve years).

§75.351
§876.344-75.350 [Reserved]

SUBREOIPIENT MONITORING AND
MANAGEMBNT

§75.851 Subrecipiont and contractor
determinations.

The non-Federal entity may coneur-
rently receive WPederal awarts as a re-
cipient, & subrecipient, and a ocon-
traotor, depsnding on the substence of
its agreements with HHE awarding
agencles and pasgs-through entities.
Therefore, a pass-through entity must
make oase-by-case determinations
whether each agresmoent it makes for
the disburgement of Federal program
funds ocasts the party receiving the
funds in the role of a subrecipient or a
contractor. The HHS awarding agency
may supply and require reciplents to
comply with additional guidance to
aupport thess determinations provided
such guidance does not conflict with
this secbion,

(a) Subrecipients. A subaward i for
the purpose of carrying out a portion of
a Federal award and oreates s Fedoral
asgistance velationship with the sub-
recipient, 8ee §76.2 Subaward. Charac-
teristios which support the classifica-
tlon of the non-Federal entity as a sub- .
reoipient include when the non-Federal
entity:

(1) Determines who ig eligible to re-
colve what Federal assigtance;

(2) Hng itp performance measured in
relation to whether objectives of a Fed-
eral program were met;

(3) Hap responsibility for pro-
grammatic decigion making;

(4) Is respongible for adherence to ap-
plicable Federal program requirements
speoified 1n the Pederal award; and

(6) In acoordence with 1ts ngreement,
uses the Federal funds to carry out a
program for a public purpose specified
in authorizing statute, as opposed to
providing goods ox servioes for the Hen-
efit of the pass-through entity.

(b) Contractors. A contraoct 1s for the
purpose of cbhteining goods and gervioes
for the non-Federal entity’s own use
and creates & proourement relationship
with the contractor, See §75.2 Contract.
Characteristics indicative of a prooure-
ment relationship between the non-
Federal entity and a contractor are
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when the non-Federal entity recelving
the Federal funds:

(1) Provides the goods and services
within normal business operations;

(2) Provides gimilar goods or services
to many different purchasers;

(3) Normally operates in a competi-
tive environments;

(4) Provides goods or services that
are anoillary to the operation of the
Federal program; snd

(6) I8 not subject to compliance re-
quirements of the Federal program as &
result of the agreement, though similar
roquirements may apply for other rea-
sOns,

(o) Usa of judgment in making deter-
mination. In determining whether an
agresment hetween & pags-through en-
tity and another non-Federal entity
oasts the latter as a subreciplent or a
contractor, the substance of the rela-
tionship i8 more important than the
form of the agreement, All of the char-
antoristios listed above may not be
present in all cases, and the pass-
through entity must use judgment in
classifying eoach agreement a# 2
subsward or s proourement contract,

§76,362 Requirements
through entities.

All pass-through entities must:

(a) Bngure that every subaward is
clearly identified to the subrecipient ag
a subaward and includes the following
information at the time of the
subaward and if any of these data ele-
ments change, include the changes in
subsequent subaward modifioation.
When some of this information is not
available, the pass-through entity
must provide the best Information
available to desoribe the Federal award
and subpward. Required information
includes:

(1) Tederal Award Identifiontion,

(i) Subrecipient name (which must
matoh the name assoofated with their
unique entity identifier);

(1) Bubrecipient’s wunique
identifier;

(1i1) Pederal Award Identification
Number (FFATN);

(iv) Federal Award Date (see §75.2
Federal award date);

(v) Bubaward Perlod of Performance
Start and H¥nd Date;

for  pass

entity

»
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(vi) Amount of Federal Funde Obli-
gated by this action;

(vii) Total Amount of Federal Funds
Obligated to the subrecipient;

(vili) Total Amount of the Federal
Award;

{x) Federal award project desorip-
tlon, as required to be responsive to
the Federal Funding Accountability
and Transparency Act (FFATA);

(x) Name of HHS awarding agency,
pasgs-through entity, and contact infor-
mation for awarding official,

(xi) OFDA Number and Name; the
pass-through entity must identify the
dollar amount made available under
oanch Federal award and the (QFDA
number at time of digbursement;

(xii) Identification of whether the
award is R&D; and

(xiii) Indireot cost rate for the Fed-
oral award (inoluding if the de minimis
rato 18 charged per §75.414),

(2) All requirements imposed by the
pass-through entlty on the pub-
reciplent go that the Federal awerd is
used in accordance with Federal steb-
utes, regulations and the terms and
conditiong of the Federal award.

(3) Any additional requirements that
the pass-through entity imposes on the
subrecipient in order for the pass- -
through entity to meet its own regpon-
gibility to the HHSE awarding agency
including identification of any required
finanolal and performance reports;

(4) An approved federally recognized
indirect cost rate negotiasted between
the subreocipient and the Federal Gov-
ernment or, if no such rate exists, ei-
ther a rate negotiated hetween the
pass-through entlty end the sub-
reoipient (in ocompliance wibh this
part), or a de minimis Indirect cost
rete as defined 1In §75.414(1).

() A requirement that the sub-
recipient permit the pass-through enti-
ty and auditors to have access to the
subreciplent’s records and finanoial
gtatements a8 necessary for the pase-
through entity to mseet the require-
ments of this part; and

(6) Appropriate terms and conditions
coneerning oloseout of the subaward.

(b) Hvaluate each subreciplent’s risk
of noncompliance with Federal stat-
uties, reguletions, and bthe terms and
conditions of the subawerd for purposes
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of determining the appropriate sub-
recipient monitoring desoribed in para-
graphs (d) and (e) of this seotion, which
may include consideration of such fao-
tors ap:

(1) The subreciplent's prior experi-
ence with the same or similar sub-
awards; .

(2) The results of previous audits in-
cluding whether or not the sub-
reolpient receives a Single Audit in ac-
cordanos with subpart P, and the ex-
tent to which the same or similar
subaward has besn audited ag a major
program;

(8) Whether the subrecipient has new
personnel or new or aubstantielly
changed syatems; and

(4) The extent and results of HHS
awarding agenoy monitoring (e.g.,, if
the pubreciplent also recelves Federal
awnrds directly from s HHS awarding

agoenoy).

" (o) Oonsider imposing specific
pubaward oconditlons upon a sub-
recipient 1f appropriate as described in
§76,207.

(d) Monitor the activities of the sub-
recipient as necessary to ensure that
the subaward is used for aunthorized
purposes, in compliance with Federal
gtatutes, regulations, and the bterms
and conditions of the subaward; and
that subaward performance goals are
achieved. Pass-through entity moni-
toring of the subrecipient muset in-
clude:

(1) Reviewing finanoial and perform-
ance reports reguived by the prss-
through entity.

(2) PFoliowing-up and eonsuring that
the subrecipient takes timely and ap-
propriate action on all deficienocies per-
talning to the Federal award provided
to the subreciplent from the pass-
through entity deteoted through au-
dits, on-gite reviews, and other means.

(8) Issuing a management decision for
audit findings pertaining to the Fed-
eral award provided to the subreciplent
from the pass-through entity as re-
quired by §76.521.

(e) Depending upon the pass-through
entity’s assegsment of risk poged by
the subreoipient (a8 desoribed in para-
grapb (b) of this section), the following
monitoring tools mey be useful for the
pass-through entity o onsure proper
socountability and oompliance with

program requirements and achleve-
ment of performance goals;

(1) Providing gubreoipients with
training and fechniopl assistance on
program-related matters; and

(2) Performing on-site reviews of the
subreciplent’s program operations;

(3) Arranging for agreed-upon-proce-
dures engagements ar described in
§76.426, .

(D) Verify that every subreoipient 1s
audited as required by subpart F of this
part when it is expscted that the sub-
recipient's Federal awards expended
during the vrespeciive fiscal year
equaled or exceeded the threshold seb
forth in §75.601.

(¢) Oonsglder whether the results of
the subreoipient’s audits, on-site re-
views, or other monitoring indieate
oonditions that necessitato adjust-
ments to the pass-through entity’s own
racords,

(h) Conpider taking enforcement gc-
tlon againgt noncomplient subrecipi-
ents as desoribed in §76.871 and in pro-
gram regulations,

§%75.358 Fixed amount subawards.

With prior written approval from the
HHS awarding agency, a pass-through

entity may provide subawards based on |

fixed amounts up to the Simplified Ac-
quisition Threshold, provided that the
subawards meet the requirements for
fixed amounti awards in §75.201.

§875.954-756.860 [Reserved]
RECORD RETENTION AND ACCESS

§75.361 Retention requirements for
records,
Financial recoxds, supporting doou-
ments, statistioal records, and sall
other non-Federal entity resords perti-

‘nent to a Federal award mugt be re-

tained for a period of three years from
the date of submission of the final ex-
penditure report or, for Federal awards
that are remewed quarterly or annu-
ally, from the date of the submisgion of
the quarterly or smnual finanoial re-
port, respectively, as reported to the
HHS awarding agency or pass-through
entity in the oase of a pubrecipient.
HHS awerding agencles and ypags-
through entities must not impose any
other record retentiom veguirements
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upon non-Federal entities. The only ex-
oeptions are the following:

(a) If any Htigation, claim, or audit
is sbarted before the expiration of the
8-year period, the records must be re-
tained until all litigation, claims, or
pudit findings involving the records
have been resolved and final action
tiaken,

(b) When the non-Federal emftity is
notified in writing by the HHS awerd-
ing agenocy, cognizant agenoy for audit,
oversight agenoy for amndll, cognizant
pgency for indirect costs, or pass-
through entity to extend the retention
period,

{6) Records for real property and
equipment acquired with Federal funds
must be retained for 8 years after final
disposition.

(@) When records are transferred to or
maintained by the HHS awarding agen-
oy or pass-through entity, the 8-year
retention requirement i8 not applicable
to the non-Federal entity.

(8) Records for program Incomse
transactions after the period of per-
formance. In some ocages, reoipients
must report program income after the
pérlod of performance. Where there is
puch & requirement, the retention ype-
riod for the records pertaining to the
earning of the program income starts
from the end of the non-Federal entl-
ty's figonl year in which the program
income 18 enrned.

(f) Indirect cost rate proposals and
cost allooations plang, This paragraph
applies to the following types of doon~
ments and thelr supporting records: In-
direct cost rate oomputations or pro-
posals, cost allocation plans, and any
similar acoounting ocomputations of
the rate at which a particular group of
costs is ohargeable (such as computer
usage chargebaok rates or composite
fringe benofit rates).

() If submitted for megotintion, If the
proposal, plan, or other computation is
required to be submibted to the Federal
Government (or to the pass-through
entity) to form the bagis for negotia-
tion of the rate, then the 8-year reten-
tion period for its supporting records
gtarts from the date of such submis-
slon. g

2) If not submitted for negotiation. If
the proposal, plan, or other computa-
Hon 18 not required to be submitted to

’
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the Federal Government (or to the
pass-through entity) for negotiation
purposes, then the 8-year retention pe-
riod for the proposal, plan, or computa~
tlon and its supporting records staris
from the end of the fisonl year (or
other accounting period) covered by
gxe propogal, plan, or other compuba-
on, '

§756.862 Requests

records.

The HHS awarding agency must re-
quest transfer of certain records to its
cugtody from the non-Federal entiby
when it determines that the reoords
posgess  long-term retention value,
Howaver, in order {o avoid dupHoate
recordkeeping, the HHF awarding agen-
oy may make arrangements for the
non-Federal entity to retain any
records thet are continuously needed
for joint use.

§75.868 Methods for collection, irans-
mission and etorage of information.

In accordence with Exeoutive Order
13642, the HHS awarding agency and
the non-Federal entity should, when-
ever practicable, collect, transmit, and
store Federal award-related informa-
tion in open and machine readable for-
mats rather than in closed formats or
on paper. The HHRS awarding agenoy or
pass-through entity must always pro-
vide or accept paper versions of Fed-
eral award-related information to and
from the non-Federal entity upon re-
quest, If paper coples are submitbed,
the HHE awarding agency or pass-
through entity must not regunire more
than an original and two coples. Whon
original recoxds are eleotronic and oan-
not be altered, there is no need to ore-
ate and retein paper coples. When
original records are paper, electronic
versions mey be substituted through
the use of duplioation or other forms of
electronic media provided that they
are subject to periodic quality control
reviews, provide reasonable safeguards
ageinst alteration, snd remain read-
able.

$76.964 Access to recoxds,

(a) Records of non-Federal entities, The
HHS awarding egency, Inspectors Gen-
eral, the Comptroller General of the
United States, and the pass-through

for transfer or
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entity, or any of their authorized rep-
raesentatives, must have the right of ac-
cess to any doouments, papers, or other

records of the non-Federal enbity

which are pertinent to the Federal
award, 1n order to make audits, exami-
nations, excerpts, and transoripts. The
right alpo includes timely and remgon-
able access to the non-Federal entity's
personnel for the purpose of lnterview
and disoussion related to such doou-
ments,

(b) Only under extraordinary and
rare oiroumstances would such access
include review of the true nams of vic-
timsg of a orime. Routine monitoring
cannot be oonpldered extraordinary and
rare olroumgtances thet would neces-
sitato nooess to this information. When
agcess to the true name of victims of o
crime 18 negegsary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the HHS awarding agency. Any
such acoess, other than under a court
order or subpoena pursuant to a bone
fide confidential investigation, must be
approved by the head of the HHS
awarding agenoy or delegate.

(o) Expiration of right of access. The
rights of access in this section are not
limited to the required retention pe-
riod but last a8 long asg the records sre
rotained. HHY awarding agenoies and
pass-through entities must not imposge
any other acoess reguirements upon
non-Federal entities,

§756.365 Restrictions on public access
to records,

No HHS awarding agency maey place
restrictions on the non-Federal enbity
that Hmit publo access to the records
of the non-Federal entity pertinent to
a Pederal award, except for protected
pergonally identifiable informetion
(PII) or when the HHS awarding agenoy
oan demongtrate that such records will
be kept confidential and would have
been exempted from disolosure pursu-
ant to the Freedom of Information Act
(5 U.8.0. 652) or controlled unclassified
informstion pursmant to Hxecubtlve
Order 13566 if the records had belonged
to the HHS awarding agengy. The Free-
dom of Informetion Aot (b U.8.0. 562)
(F'01A) does not apply to those records
that remain under o non-Federal enti-
ty's control except ms required under

§75.822. Unless required by Federal,
state, local, or tribal statute, non-Fed-
eral entitles are not required to permit
public acoess to their regords. The non-
Federal entity’'s records provided to a
Federal agency generally will be sub-
il:imt to FOIA and applicable exemp-
ons. .

§675,360-75.870 [Reserved]
RIMBDIHE FOR NONCOMPLIANCE

§75.871 Remedies for noncompliance,

If & non-Federal entity falls to com-
ply with Federal statutes, regulations,
or the terms and conditions of a Fed-
eral award, the HHS awarding agenocy
or pass-through entity may impoge ad-
ditional conditions, as degeribed 1n
§75,207. I the HHS awarding agency or
pasg-through entity determines that
noncompliance cannot be remedied by
imposing additional conditions, the
HHE awarding agenoy or pags-through
ontity may take one oxr more of the fol-
lowing aotions, as appropriate in the
olroumstances:

(a) ‘Temporarily withhold cash pay-
ments pending correction of the defi-
olenoy by the non-Federal entity or
more severe enforcement; action by the

HHS awarding agency or pass-through

entity.

(b) Disallow (that is, deny both use of
funds and any applicable matohing
credit for) all or part of the cost of the
aotivity or action not in complianose,

(o) Wholly or partly suspend (suspen-
slon of award activities) or terminate
the Federal award,

(d) Initiate suspension or debarment
prooeedings as authorized under 2 OFR
part 180 and HHS awarding agency reg-
ulations at 2 OFR part 376 (or in the
case of a pass-through entity, rec-
ommend such g proceeding be initiated
by » HHS awarding agency).

(e) Withhold further Federal awards
for the project; or program,

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

§75.372 Termination,

(a) The Federal award may be termi-
nated in whole or in part as follows:

(1) By the HHE awarding agency or
pass-through entity, if & non-Federal
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entilty fails to comply with terms and
oonditions of a Federal award;

(2) By the HHS awarding agency or
page-throngh entity for cause;

(3) By the HHB awarding agency or
pess-through entity with the oonsent
of the non-Federal entity, in which
case the two parties must agree upon
the termination conditions, including
the effective date and, in the ocase of
partial termination, the portton to be
terminated; or

(4) By the non-Federal entity upon
gending to the HHS awarding agenoy or
pasg-through entity written notifica-
tion setting forth the reasons for such
termination, the effective date, and, in
the oage of partial termination, the
portion to be terminated. However, if
the HHS awarding agency Or Dass-
through entity determines in the oase
of partial termination that the reduoced
or modified portion of the Tederal
award or subaward will not accomplish
the purposes for which. the Federal
award was made, the HHS awarding
agency or pags-through entity may ter-
minate the Federal award in its en-
tirety.

(b) When n Federal award is termi-
nated or partially terminated, both the
HHS awarding agency or pass-through
entity and the non-Federsl entity re-
mein responsible for compliance with
the requirements in §§76.381 and. 76.386.

$75.378 Notification of termination re-
quirement.

(a) The HHE awarding agenoy or
pass-through enbity must provide to
the non-Federal entity a nobice of ter-
mination.

(b) If the Federal award ig terminatied
for the non~Federal entity’s failure to
comply with the Federal ghatutes, reg-
ulations, or terms and conditions of
the Federal award, the notificabion
musb state that the termination deoi-
sion may be considered in evaluating
future applications received from the
non-Federal entity.

(¢) Upon termination of a TFederal
award, the HHS swarding pgency must
provide the information required under
FRATA to the Federal Web site estab-
lished to fulfill the requirements of
FFATA, and update or notify any other
relovant government-wide systems or
entities of any indications of poor per-

v
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formance ag required by 41 U.8.0, 417b
and 381 U.8.0, 3321 and implementing
guidance at 2 CFR part 77 (forthcoming
ab tlme of publication). 8ee also the re-
quirements for Sugpension and Debar-
ment at 2 OFR part 180,

§76.874 Op(?ortunities to object, hear-
ings, and appesls. .

(a) Upon taking any remedy for non-
compliance, the HHB awarding agency
must provide the non-Federal enfity an
opportunity to object and provide in-
formation and documentation ohal-
lenging the suspension or termination
actlon, in aoccordance with written
processes and procedures published by
the HHS awsarding agency. The HHS
awarding agenoy or pass-through enti-
ty musat comply with any requirements
for hearings, appeals or other adminig-
trative proceedings to which the non-
Federal entity is entitled under any
gtatute or regulation applioable to the
action involved.

(b) Bee alsa:

(1) 42 OFR paxt 50, subpart D for the
Public Health Service Appeals Prooe-
dures,

(2) 46 OFR part 16 for the Proocedures
of the Departmental Appenld Board,

and

(3) 46 OFR part 95, subpart A for bhe
time limits for stater to file claims.

(4) 45 OFR part 95, subpart B for the

State cost allocation plan dis-

approvals. .

§78.376 Effeots of suspension and ter-
mination,

Copts to the non-Federal entity re-
sulting from obligationa incurred hy
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
able unlegs the HHB awarding agenoy
or pass-through entity expressly au-
thorizes them in the notice of sugpen-
gion or termination or pubgequently.
However, oosts during suspension or
after termination are allowabls if:

(a) The oosts result from obligations
which were properly incurred by the
non-Federal entity before the etffective
date of suspension or termination, are
noti in anticipation of it; and

(b) The costs would be allowable if
the Federal award was not suspended
or expired normally at the end of the
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period of performance in which the ter-
mination talkes effect.

4§ 75.876-75.380 [Reserved]
CLOSROUT

§75.381 Closeout,

The HHS awarding agenoy or puass-
through entity will close-out the FPed-
eral award when it determines that all
applicable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity. This section specifies the
aotions the non-Federal entity and
HHS awarding agency or pass-through
entity must take to complete this
process at the end of the period of per-
formance,

(a) The non-Federel entity must sub-
mit, no later then 90 oelendar days
after the end date of the period of per-
formance, all financial, performance,
and other reports as required by the
terms and conditions of the Federal
award, The HHS awarding agenoy or
pass-through entity may approve ex-
tensions when requested by the non-
Pederal entity,

(b) Unless the HHS awarding agenoy
or pass-through entity authorizes an
extension, & non-Federal entity must
Houidete all obligations incurred under
the Federal award not later than 80
onlendar days after the end date 'of the
period of performance as specified in
the terms and conditions of the Federal
award,

(c) 'The HHE awarding agency or
pass-through entity must make prompt
payments to the non-Federal entity for
allowable relmbursable costs under the
Federal award belng closed out,

(d) The non-Federal entity must
promptly réfund any balances of unob-
Heated oash that the HHS awarding
agency or pass-through entity paid in
advence or pald and thet are not su-
thorized to be retained by the non-Fed-
eral entity for use in other projeots.
flee OMB Oiroular A-129 and see §75.991
for requirements regarding unreturned
amounts that become delinguent dehts.

(¢) Consistent with the terms and
conditions of the Federal awsrd, the
HHS awarding agenoy or pass-through
entity must make a settlement for any
upward or downward adjustments to

§75.386

the Federal share of costs after close-
out reports are received.

(f) The non-Federal entity must no-
oount for any real and personal prop-
erty acquired with Mederal funds or re-
celved from the Federal Government, in
aocordence with §§%6.317 through 75,823
and 76.343, :

(g) The HHS awarding agenoy or
pass-through entity should complets
all closeout actions for Federal awards
no later than 180 calendar days after
raceipt and acceptance of all required
fingl reports.

§§ 76.882-75,885 [Roserved]

Pog7-CLOSEOUT ADJUSTMENTS AND
CONTINUING RESPONSIBILITINS

§%5,386 Post-closcout adjustments and
continuing responsibilities,

(a) The closeout of a Federal sward
does not affect any of the following;

(1) The right of the HHS awarding
agency or pass-through entity to dis-
allow costR and recover fynds on the
bapis of a later audit or other review.
The , HHS awarding agenoy or pass-
through entity must make any oost
dissllowance determinafion and nobify
the non-Federal entity within the
record retention period.

(2) The obligation of the non-Federal
entity to return any funds due as a re-
sult of later refunds, correotioms, or
other transactions including final indi-
rect cost rate adjustments,

(8) Aundit requirements in gubpart ¥
of thig part,

(4) Property mensgement and dis-

position requirements in  §§75.817
through 75.823.

(5) Records retention as reguired in
§6756.361 through 76,865,

(b) After oclogeout of the Federal
award, & relationship oreated under the
PFederal award may be modified or
ended in whole or in part with the con-
sent of the HHS awardiog agency or
pagg-throngh entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Pederal entity referrad
to in paragraph (a) of this seotion, in-
cluding those for property management
as applicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity, as ap-
prropriete.
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§§75.967-75.390 [Reserved]
COLLECTION OF AMOUNTS Dun

§75.801 Collection of amounts due.

(8) Any funds paid to the non-Federal
entity in excess of the amount to
which the non-Federal entity is finally
determined to be eontitled under the
terms of the Federal award constitute
a debt to the Federal Government, If
not paid within 80 calendar days after
demand, the HHS awarding agency
may reduce the debt by:

(1) Making an adminisirative offget
againgt other reguests for relmburse-

ments;

(2) Withholding advance payments
otherwise due to the non-Federal enti-
tiy; or

(8) Other aotion permitited by Federal
statute.

(b) Excopt where otherwise provided
by statutes or regulations, the HHE
awarding agency will charge interest
on an overdue debt in acocordance with
the Federal Oleims Oolleation Btand-
axds (81 OFR, parts 900 through 808), The
date from which interest 18 computed
is not extended by litigation or the fil-
ing of any form of appeal, (See also
HHS Olaims Colleotion regulations ab
45 OFR paxt 30.)

Subpart E—Cost Princlples
GBNERAL PROVISIONS

§75.400 Poliey guide.

The application of these cost prin-
ciples is based on the fandemental
premises that:

(a) The non-Federal entity i respon-
sible for the efficient and effective nd-
ministration of the Federal award
through the application of gound man-
agement practices,

(b) The non-Federal enbity assumes
regponsibility for administering Fed-
ersl funds in a manner congistent with
underlying agreements, program objec-
tives, and the terms and oonditions of
the Federal award,

(0) The non-Federal entity, in rec-
ognition of 1ts own unigque combingtion
of staff, facilities, and experience, has
the primary responsibility for employ-
ing whatever form of sound organiza-
tion and management techniques may

'
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be necespary in order to assure proper
and efficlent administration of the
Federal-award,

(d) The application of these cogt prin~
ciples should reguire no significant
chaneges in the inbkernal aoccounting
policles and practices of the non-Fed-
eral entity. However, the accounting
praotices of the non-Federal entity
must be oconsistent with these cosb
prinoiples and support the scoumula~
tlon of costs as required by the prin-
oiples, and must provide for adequate
documentation to support costs

' charged to the Pederal award,

(e) In reviewing, negotiating and ap-
proving cost allocation plang or indi-
rect cost proposals, the cognizant agen-
ay for indirect costs should generally
assure that the non-Federal entlty is
applylng these cost accounting prins
ciples on a congiatent basis during
their review and negotiation of indirect
cost proposals. Where wide variations
exist in the treatment of u given cost
itern by the mnon-Fedéral entity, the
reagonableness and equity of puch
treatments should be fully considered.
See §76.2 Indirect (facilities & adminisira-
tive (F&A)) costs,

(f) For non-Federal entities that edu-
cate and engage students in regearch, .
the dual role of students as both train-
veg and employees (Including pre- and
post~dootoral staff) contributing to the
completion of Federal awards for re-
goarch must be recognized in the appli-
oation of these prineciples.

(2) The non-Federal entity may not
earn or keep any profit resulting from
Federal financial assistance, unless ex-
plicitly authorized by the terms and
conditions of the Federal award. See
also §75.307.

§75.401 Application.

(a) General, Thegs principles must be
uped in determining the allowable costs
of work performed by the non-Federal
entity under Federal awards., These
principles also must bo used by the

‘non-Federal entlty as a gulde in the

prioing of fixed-price oontracts and
suhcontraots where oosts are used in
determining the appropriate price, The
principles do not apply to:

(1) Arrangements under which Fed-
eral financing is in the form of loans,
soholarships, fellowships, traineeships,
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or other fixed amounts based on such
items as education allowance or pub-
lished buition rates and fees.

(2) For IHES, capitation awards,
which are awards based on case counts
or number of beneficlaries acoording to
the terms and conditions of tha Federal
award,

(3) Fixed amount awards, See also
§876.2 Fized amount awards end 76.201.

(4) Pederal awards to hospitals (gsee
appendix IX tio part 76).

(6) Other awards under which the
non-Federal entity ig not required to
account to the Federal Government for
actual costs inourred.

(b) Federal Contract. Where a Federal
contract awarded to & non-Federal en-
tity is subjeot to the Cost Accounting
Standaerds (OAS), it Incorporates the
applicable CAB oclauses, Standards, and
UAS administration requirements per
the 48 OFR Chapter 89 and 48 OFR part
80 (FAR part 80), CAS applies directly
0 the OAS-covered contract and the
Cost Accounting Btandards ab 48 OFR
parts 9904 or 9805 takes precedence over
the cost principles In this subpart B
with respect to the allocation of costs,
When a contract with a non-Federal
entity is subject to full OAS coverage,
the allowability of oerfiain costs under
the cost principles will be affeoted by
the allooation provisions of the Cost
Accounting Standards (e.g., CAS 41448
OFR 9004.414, and CAS 41748 OFR
9904.417), apply rather the allowability
provisiong of §75.440. In complying with
those regquirements, the non-Federal
entity's application of cost accounting
praotices for estimating, accumu-
lating, and reporbing costs for other
Federal awards and other cost objec-
tives under the CAS-covered contract
gtill must be consistent with its cost
accounting practices for the CAS-cov-
ered ocontraots. In all cases, only one
8ot of aocounting records needs to be
maintrined for the allocation of costs
by the non-Federal enbity,

(o) Exemptions, Bome nonprofit orga~-
nizations, because ‘of their plze and na-
ture of operations, can be considered to
be similar to foi-profit entities for pur-
poge of applicability of cost principles.
Such nonprofit organizations must op-
erate under Federal cost principles ap-
plieable to for-profit entities located ab
48 OFR 31.2. A listing of these organiza-

tions 1s contained in appendix VIII to
part 76. Other organizations, ag ap-
proved by the cognizant agency for in-
direet costs, may he added from time
to time.

BASIC CONSIDERATIONS

§76.402 Composition of costg,

Total cost. The total cort of a Federal
award 18 the som of the allowable di-
reot and allocable indirect costs less
any applicable oredits,

§75.408 Factoxs affecting allowability
of costs,

Hxcept where otherwise authorized
by stabute, costs must meet the fol-
lowing general oriteria in order to be
allowable under Pederal awards:

(2} Be necessary and reasonable for
the performance of the Federal award
and be allooable thereto under these
principles,

(b) Conform to any Umitations or ex-
olusions set forth in these prinociples or
in the Federal award as to types or
amount of ¢ost items,

(¢) .Be consistent with policies and
procedures that apply uniformly to
both federally-financed and other ac-
tHvities of the non-Federal entity. .

(d) Be acoorded consistent treatment.
A cosbt may not be aseigned to a Fed-
eral award as a direot cost if any other
cost inourred for the same purpose in
like ciroumstances has been allocated
to the Federal award as an indirect
aost,

(e) Be determined in accordance with
generally accepted accounting prin-
oiples (GAAP), except, for state and
loonl governments and Indian tribes
only, as otherwlse provided for in this

part,

(f) Not be inocluded as a cost or used
to meet cost sharing or matching re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See also §75.306(h).

(8) Be adequately documented. See
also §§75.300 through 76,300,

§76.404 Rensonable costs,

A oogb i8 reasonable if, in its naturs
and amount, 1t does not exceed that
whioh would be incurred by a prudent
person under the olrcumestances pre-
vailing at the time the decision was
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made to Inour the oost, The questlon of
reagonableness 1s particularly impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining reasonableness of a given
cost, congideration must be given to:

(a) Whether the cost ie of a type gen-
erally recognized as ordinary and nec-
essary for the operation of the non-
Federal enbity or the proper and effi-
clent performance of the Federal
award. ,

(b) The restraints or requirements
imposed by such factors ag: Sound busl-
ness practices; arm's-length bar-
gaining; Pederal, state, loocal, tribal,
and other laws and regulations; and
terme and oonditiong of the Federal
award.

(¢) Market prices for comparahle
goods or gervices for the geographic
area.

(d) Whether the individuals con-
cerned acted with prudence in the olr-
cumstances congidering thelr respon-
sibilities to the non-Federal enbity, its
employess, where applicable its stu-
dents or membership, the public ab
Inrge, and the Federal Government.

() Whether the non-Federal entity
significantly deviates from its estab-
lished praotices and policles regarding
tho inocurrence of costs, which may
unjugtifiably inoremse the Federal
awerd’s cosb,

476,405 'Allocable costs,

{a) A oost is allocable to & particular
TFederal award or other cost obleotive if
the goods or services involved are
chargeable or assignable to that Fed-
eral award or oot objeotive in accord-

ance with relative benefits received..

This standerd 18 met if the cost:

(1) Is incurred specifioally for the
Pederal award;

(2) Benefits both the Federal award
and other work of the non-Federal en-
tity and oan be distributed in propor-
tiong that may be approximated using
reasonable methods; and

(8) Is necessary 4o the overall oper-
ation of the non-Federal entity and 18
asgignabie in part to the Federal award
in aocordance with the principies in
this subpart.

() All aotivities which bhenefit from
the non-Federal entity's indireot (F&A)
cost, including unallowable activities

’
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end donated services by the non-Fed-
eral entity or third parties, will recelve
an appropriate allocation of indirect
costs.

(¢) Any cost allooable to 2 patbticular
Pederal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deficlencies, to avold re-
strictions imposed by Federal statutes,
regulations, or terms and conditlons of
the Federal awards, or for othsr rea-
sons. However, this prohibition would
not preclude the mon-Federal entiby
from ghifting oomts thet are allowable
under two or more Federal awards in
accordance with existing Pederal stat-
utes, regulgtions, or the terms and gon-
ditions of the Federal awards,

(d) Direct cost alloocation prinociples.
If 2 cosb henefits two or more projects
or aotivities in proportions that can be
determined without unduwe effort or
cost, the cost must be allooeted to the
projeots based on the proportional ben-
efit, If a cost benefits two or morxe
projeots or aobivities in proportions
that cannot be determined beocause of
the intervelationship of the work in-
volved, then, notwithstanding para-
graph (¢) of this section, the copts may

he allocated or transferred to bene-

fitted projects on any reasonsble doou-
mented basis, Where the purchase of
equipment or other capital agset is gpe-
oifically authorized under a Federal
award, the costs are assighable to the
Podernl award rogardless of the ude
that may be made of the equipment or
other oapitel asset involved when no
longer needed for the purpose for which
it was originally required. See also
§§75.317 through 75,323 and 75.439.

(8) If the contract is subject to OAS,
coste must be allocated to the contraot
pursnant to the Cost Accounting
Standards. To the extent that OAS is
applicable, the allocation of oosts in
accordance with CAS takes precedenoce
over the allocation provisions in this
pars.

§75.408 Applicable credits,

(a) Appliceble credits refer to those
receipts or reduction-of-expenditure-
type transactions that offset or reduce
expense items allocable to the Federal
award as direct or Indirect (F'&A) costs.
Hxamples of such trangactions are:
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Purchase discounts, rebates or allow-
anoces, recoveries or indemnities on
losses, inpurance refunds or rebates,
and adjustments of overpayments or
erroneous charges. To the extent that
such oredits acoruing to or received by
the non-Federal entity relate to allow-
able costs, they must be oredited to the
Federal award either ap n cost reduc-
tion or cash refund, as appropriate.

(b) In some instances, the amounts
received from the Federal Government
to finance acotivities or service oper-
ations of the non-Federal entity shonld
be treated as applieable oredits. Bpe-
cifically, the concept of netting such
credit items (Inolnding any amounts
uged to meet cost sharing or matching
requirements) must be reoognived in
determining the rates or amounts to be
oharged to the Federal award, (See
§6176.486 and 76.468, for areas of poten-
tial application in the matter of Fed-
eral financing of sotivities.)

§75.407 Prior written approval (prior
approval),

(a) Under any glven Federal award,
the reasonableness and allocability of
certain 1tems of costs may be difficult
to determine. In order to avold subse-
duent disallowance or dispute based on
unreasonableness or non-allocability,
the non-Federal entity may seek the
prior written approval of the cognizant
agenoy for indirect costs or the HHS
awarding agency in advance of the in-
currence of special or unusual costs,
Prior written approvel should include
the timeframe or scope of the agree-
ment. The absence of prior written ap-
proval on any element of cogt will not,
in itself, affect the reagonablemess or
allocability of that element, unless
prior approval is specifioally required
for allowability as described under cer-
tain circumstances in the following
sections of thig part:

(1) §76.20) Use of grant agreements
(including fixed amount awards), coop-
eratlve agreements, and contraots,
paragraph (b)(5);

(2) §'75.806 Cost sharing or matching,;

(8) §'15.307 Program income;

(4) §'76.308 Revision of budget and pro-
gram plans;

(6) §75.309 Period of performanee and
availability of funds;

(6) §76.318 Real property;

§75.408

(7) §76.320 Equipment;

(B) §75.863 Fixed amount subawards;

(9) §75.413 Direct costs, paragraph (c);

(10) §76.430 Compensation—personal
services, paragraph (h);

(11) §75481 Compensation—iringe
benefits;

(12) §75.438 Entertainment coats;

(18) §%5,430 Hquipment end other oap-
ital expenditures;

(14) §75.440 Bxchange rates;

(15) §756.441 Fines, penalties, damages
and other getitlements;

(16) §76,44% Fund raising and invest-
ment management costs; )

(17) §75.446 Goodg or gervices for per-
sonal use;

(18) §76.447 Insurance and indem-
nification;

(19) §75.464 Memberships, subscrip-
tlong, and yrofepsionel activity costs,
paragraph (¢);

(20) §75.456 Organizntion costs;

(21) §175.456 Participant support costs;

(22) §75.458 Pre-award costs;

(23) §'75.462 Rearrangement and recon-
version cogts;

(24)" §75.467 Selling and marketing
costs;

(26) §75.470 Taxes (including Value
Added Tax) paragraph (c); and .

(26) §75.474 Travel costs.

(b) A request by s subreoipient for

- prior approval will be addressed in

writing to the recipient. The recipient
will promptly review such request and
shall approve or disapprove the request
in writing. A recipient will not approve
eny budget or project rovision which i
inoonsigtent with the purpose or terms
and conditions of the Federal-award to
the reciplent, If the revision, requested
by the smbrecipient would result In a
change to the reciplent’s approved

.project which requires Federal prior

approval, the recipient will obtaln the
HHS awsrding agency’s approvel hefore
approving the subrecipient’s requegt,

(c) For cost-reimbursement contraocts
under the FAR, the reoipient shall ob-
tain prior written approval in acoord-
ance with FAR, 52,2442,

$76.408 Limitation on allowance of
costs.

The Federal award may be subject to
statutory regmirements that limit the
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allowability of costs, When the max-
jmum amount allowable under a limi-
tation is less than the total amount de-
termined in accordance with the prin-
oiples in this part, the amount not re-
ocoverable under the Federal award may
not be charged to the Federal award.

§75.400 Special considerations.

In addition to the basle consider-
atlons regarding the allowability of
costs highlighted in this subpart, cer-
tain meotions in this subpart desoribe
gpecial oongiderations and reguire-
monts applioable to states, looal gov-
ornments, Indlan tribes, and IHEg, In
addition, certain provisions among the
items of cost in this smbpari axe omly
applicable to certain types of non-Fed-
oral entitios, as specified im the fol-
lowing seotions:

(a) Direoct and Indirect (F&A) Costs
(§875.412 through 76.416);

(b) Bpecial Coneiderations for Btates,
Loocal Governments and Indian Tribes
(§876.418 and 75.417); and

{¢) Bpecial Oonsiderations for Insti-
tutions of Higher Hduoation (§§75.418
and 756.419).

§75.410 Collection of umallowable
costs,

Payments made for costd determined
to bo unallowable by either the HHS
awarding agency, cognizant agenoy for
indirect oosts, or pass-through entity,
either ns direct or indirect costs, must
be refunded (including interest) to the
Tederal Government in accordance
with 1instruotions from the Federal
agenoy that determined the costs are
unslowable unless Federal statute or
regulation direats utherwise, Hee also
subpert D of this part, §§76.300 through
75.309.

5.411 justment of previously me-
v gotint%%, indirect (F&A) cost rates
containing unallowable costs, .

() Negotiated indireob (FP&A) oost
raten based on & proposal later found to
have included costy that:

(1) Are unallowable as specified by
Pederal statutes, regulations or the
terms and conditions of a Federal
award; or

(2) Are unallowable beoause they are
not allocable to the Federal award(s),
must be adijugted, or a refund must be

'
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made, In accordance with the require-
ments of this seotlon. These adjust-
ments or refunds are designed to cor-
reot the propossls used to establish the
rates and do not consbitute a recpening
of the rate negotiation. The adjust-
ments or refunds will be made regard-
less of the type of rate negotiated (pre-
determined, final, fixed, -or provi-
sional),

(b) For rates covering a fature fisoal
year of the non-Federal entity, the un-
allowable costs will be removed from
the indirect (F&A) cost pools and the
rates appropriatoly sdjusted.

(0) For rates covering s past perlod,
the Federal share of the unallowable
costs will be computed for each year
involved and a oegh refund (inoluding
interest chargeable in accordance with
applioable regulations) will be made to
the Tederal Govermment. If cash re-
funds are made for past periods covered
by provisional or fixed rates, appro-
priate adjustments will be made when
the rates are finalized to avold dupli-
cate recovery of the unallowable costis
by the Federal Government.

(d) For rates covering the current pe-
riod, either » retv adjustment or a re-
fund, as desoribed in paragraphs (b) and

(¢) of this secotion, must be required hy .

the cognizant agency for indirect costs.
The cholce of method must be at the
discretion of the cognizant agenocy for
indirect costs, based on 1ts judgment ag
to which method would be most prac-
tioal.

(e) The amount or proportion of unal-
lowable costg included in each year's
rave will be agsumed to bo the same as
the amount or proportion of unallow-
able cost® included in the base year
proposal used to establish the rate.

DIRECT AND INDIREOT (F&A) CORTE

§76.412 Classification of costs,

There 1is no universal rule for
olaseifying certain costs as elther di-
rect or indirect (F&A) undsr every ao-
oounting system. A cost may he direct
with respect to pome gpseoific service or
function, but indirect with respect to
the Federal award or other final cost
objective. Therefore, 1t I8 essential
that each item of coft inourred for the
game purposs be treated consistently
in like olrcumstances elther as a direct
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or an indirect (P&A) cost in order to
avoid possible double-charging of Fed-
eral awards. Guidelines for determining
direot and indirect (F&A) costs charged
to Pederal awards are provided in this
subpart,

§76.418 Diveot costa,

(a) General. Direct costs are bthose
costs that ean be identified specifically
with a particular final cost objective,
such as a Pederal award, or other inter-
nally or externally funded activity, or
that can be direotly assignmed to such
activities relatively easily with a high
degree of acouracy. Oosts inourred for
the same purpose in like circumstances
must be treated conslstently as either
diract or indirect (F&A) cogts. See aldo
§'76.405,

() Application to Federal awards,
Jdentiflcation with the Federal award
rather than the nature of the goods and
gervices involved 18 the determining
factor in digtinguishing direct from in-
direct (F&A) costs of Federal awards,
Typioal costs charged directly to o
Federal award are the compensation of
employses who work on that award,
their related fringe benefit costs, the
costs of materials and other items of
expensge incurred for the Federal award.
If directly related to a speoific award,
cortain costs that otherwise wonld be
treated as indirecot costs may also in-
clude extraordinary utility consump-
tion, the cogt of materials supplied
from stook or gervices rendered by spe-
olalized facilities or other institutional
service operations.

(c) The galaries of administrative and
olerical staff should normally be treat-
od amg indirect (F&A) costs, Direot
charging of these costs may be appro-
priate only if all of the following condi-
tions are met:

(1) Administrative or clerlcal serv-
ices are integral to a project or activ-
ity;

(2) Individuals involved can be spe-
cifically identified with the project or
activity;

(3) Such costs are explicitly inoluded
in the budget or have the prior written
approval of the Federal awarding agen-
oy, and

(4) The costs are not also recovered
ag Indirect costs,

§75413

(@) Minor items. Any direct cost of
minor amount may be treated as an in-
dirsct (F&A4A) oost for reasons of practi-
oality where such saccounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cogt objeotives.

(e) The costs of certiain aotivities are
not allowable ag charges to Federal
awards, However, sven though these
costs are unallowable for purposes of
computing charges to Federal awaxrds,
they nonetheless musi be treated as di-
rect qosts for purposes of determining
indirect (F&A) cost rates and be allo-
oated thelr equitable share of the non-
Federal entity’s indirect costs if they
represent activities which:

(1) Inolude the salaries of personnel,

(2) Ocoupy space, and

(3) Benefit from the non-Federal enti-
ty's Indirect (F'&A) costs.

(f) For nonprofit organizations, the
costd of aobivities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when significant and necessary
to the mnon-T'ederal entity’s mission
must be treated as direot costs whether
or not allowable, and be allocabted an
equitable ghare of indirect (F&A) costs.
Bome examples of these types of actlvi-
ties include:

(1) Maintenence of memberghip rolis,
subseriptions, publications, and related
functions, See also §76.454,

(2) Providing services end informa-
tlon to members, legislative or admin-
istrative bodies, or the public, 8ee also
§§ 75,464 and 75.450,

(8) Promotion, lobbying, and other
forms of publio relations. See also
§§176.421 and 75.450,

(4) COonferences except those held to
conduct the general adminigtration of
the non-Federal entity, See also
§76.4392,

(8) Maintenance, proteotion, and in-
vestment of sgpecial funde not used in
operation of the non-Federal entity.
See algo §'75.442.

(6) Administration of group benefits
on behalf of members or olients, in-
cluding life and hospital insurance, an-
nuity or retirement plans, and finan-
olal ald. See also §75.481.
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§758.414 Indirect (F&A) costs.

(a) Facilitles and Administration Classi-
fieation. For major THEsS and major
nonprofit organizations, indirect (F&A)
costs must be classified within two
broad oategories; “Facilities” and
v A dministration.” “Facilities” is de-
fined as dopreciation on buildings,
equipment and oapital improvement,
interest on debt assoolated with cer-
tain buildings, equipment and capital
improvements, and operations and
maintenence expensges. “Administra-
tion” is defined as general adminigbra-
tion and general expenses such as the
director’s office, accounting, personnel
and all other types of expenditures not
isted specifically under one of the sub-
categories of “TFaollities” (including
cross allooations from obh_er pools,
where applicable). For nonpraflt orga-
pizations, library expenses are inoluded
in the ‘‘Adminigtration” oategory; for
institutions of higher education, they
are included in the “Facilities” cat-
egory. Major IHHs are defined as those
required to uge the Standard Formab
for Submigsion ag noted in appendix IIT
to part 75.0. 11, Major nonprofit organi-
zations are those which receive more
than 510 million dollers in direct Fed-
eral funding, . .

() Diversity of nenprofit organizations.
Because of the diverse characteristics
and aoccounting practices of nonprofit
organizations, it 18 not possible to
speoify the types of cost which may be
classified ag indirect (F&A) cost in all
situations. Jdentification with & Ied-
eral award rather than the nature of
the goods and pervices Involved is the
dotormining factor in distinguishing
direct from indirect (F&A) costs of
Federal awards, However, typlonl ex-
amples of indireot (F&A) oost for many
nonprofit organizations may include
depreciation on bulldings and equip-
ment;, the costs of operating and meain-
taining facilities, and general adminig-
tration and general expenses, such ag
the malaries and expenses of exeoutive
offigers, personnel administration, and
accounting.

(o) Federal Agency Acceptance of Nego-
Hated Indirect Cost Rales, (Ses also
§'76.806.)

(1) The negotiated rates must be ac-
cepted by all Federal awarding agen-
oiegs. An HHS awarding agency msay use

’
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s rats different from the negotiated
rate for a olass of Federal awards or a
single PFederal award only when re-
quired by Federal statute or regule-
tlon, or when approved by a Iederal
awarding agency head or delegabe
bagsed on documented justification as
deseribed in maragraph (0)(3) of this
seotion, )

(2) The HHB awarding agency head or
delegate must notlfy OMB of any ap-
proved devigtions.

(3) The HHS awarding agency must
implement, and make publicly avail-
able, the policies, procedures and gen-
eral decision meking criteria thab
their programs will follow to aeek and
justify deviations from negofiated
rates.

(4) As roquired under §76.203(c), the
HHS awarding agenoy must inclnde in
the notice of funding opportunity the
policles relabing to indirect cost rate
reimburgement, matohing, or ocost
share as approved. See also appendix
1.0.2 and D.6 of this part. As appro-
priate, the HHE agenoy should incor-
porate disoussion of thege policies into
thelir outreach activities with non-Fed-
eral entities prior to the posting of &
notice of funding opportunity,

(4) Pass-through entities are subject -

to the requirements in §76.352(a)(4).

(¢) Redquirements for desvelopment
and submission of indireot (F&A) oosh
raté proposals and ocost alloosbion
plang are contained in appendices ITI-
VII, ahd appendix IX ap follows:

(1) Appendix IT to Part 76—Indirect
(F&A) Costs Identification and Asslpn-
ment, and Rate Determination for In-
stitutions of Higher Rducation (THES);

(2) Appendix IV to Part 76—Indirvect
(F&A) Oosts Identification and Asgign-
ment, and Rate Determination for Non-
profit Organizations;

(3) Appendix V to Part 75—Btate/
Local Government and Indlan Tribe«
Wide Oentral Service Cost Allocablon
Plans;

(4) Appendix VI to Part 75—Fublic
Assistance Costi Allecation Plans;

(b) Appendix VII to Part 75—Btates
and Local Government and Indian
Tribe Indirect Cost Proposals; and

(8) Appendix IX to Part 76—Prin-
ciples for Determining Coste Applioa-
ble to Research and Dsvelopment
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Under Grantg and Contracts with Hos-
pitals.

(f) In addition tio the procedures out-
1ined in the appendioes in paragraph (o)
of this gection, any non-Federal entity
that has never received a negotiated
indirect cost rate, except for thoge non-
Federal entities described in appendix
VII to part 75 (D)(A)b) may elect to
charge & de minimis rate of 10% of
modified total direct costs (MTDC)
which mey be used indefinitely. As de-
goribed in §76.403, coste must be con-
pistently charged as elther indirect or
direot oosts, but may not be double
charged or inoonsistently charged es
both. If chosen, this methodology once
eleotbed must be vysed consistently for
all Federal awards unt{l such time as &
non-Federal enbity chooses to nego-
ttate for a rate, which the non-Federal
entity may apply t0 do ab any time.

(g) Any non-Federal entity that has a
current federally negotisted indirect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approvel of the cognizant agency
for indirect costs. If an extension 1s
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-yenr extension, the non-Federal enti-
ty must re-gpply to negotiate a rate,
Subssquent one-time extensions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
plon request,

£76416 Required certifioations.

Required certifications include;

(a) To sssure that expenditures are
proper and in accordance with the
torms and conditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the
pgreements must Include a cerbifi-
oation, signed by an official who 18 au-
thorized to legally bind the non-Fed-
eral entity, whioh reads as follows: “By
plgning this report, I certify to the best
of my knowledge and belief that the re-
port is true, complete, and acourate,
and the expenditures, disbursements
and osgh receipts are for the purboses
and objectives set forth in the terms
and conditions of the Federal award, I

am aware that any false, flotitious, or
fraudulent information, or the omis-
slon of any material fact, may subject
me fo oriminal, oivil or administrative
penalbies for fraud, false statements,
false olaims or otherwise. (U.B. Uode
'Title 18, Section 1001 and Title 81, Sec-
tions 3726-3780 and 3601-3612),"

(b) Certification of cost- allocation
plan or indirect (P&A) cost rate pro-
posel. Bach oost allooation plan or in-
direot. (F&A) cost rate propasal must
comply with the following:

(1) A proposal to establish a cost allo-
oation plan or an indirect (P&A) ocost
rate, whether submitted to a Federal
cognizant agenoy for indirect costs or
msaintained on file by the non-Federal
entity, must be certified by the non-~
Federal entity using' the Certificate of
Cogt Allooation Plan or Certificate of
Indirect Costs a8 set forth in appen-
dices III through VII, and appendix IX.
The certificate must be signed on be-
helf of the non-Federal entity by an in-
dividual &t a level no lower than vice
president or ohief financial offlcer of
the non-Federal entity that submits
the yropogal.

(2) Unless the non-Federal entibty has
elected the option under §76.414(f), the
Yederal Government msy either dis-

allow all indirect (P&A) costs or umi- °

laterally establish such a plan or rate
when the non-Federal entity fails to
submit a certified proposal for estab-
lishing such & plan or rate in accord-
ance with the requirements. Such a
plan or rate may be based upon audited
historical data or such other dats that
heve been furnished to the cognizant
agency for indirect gosts and for which
it can be demonstrated that all unal-
lowable costs have bsen excluded.
When a cost allocation plan or indirect
cost rate is unilaterally established by
the Federal Govermment because the
non-Federal entity failed to submit s
certified proposal, the plan or rate es-
tablished will be set to ensure that po-
tentially unallowable costs will not be
relmbursed.

(o) Certifioations by non-profit orga-
nizations ag appropriate that they did
not meet the definition of a major non-
profit organization as defined in
§75.414(a),

(d) See alyo §75.460 for another re-
quired certifioation,
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SpEOIAT, CONSIDERATIONS FOR STATES,
LooAL CGOVERNMENTH AND INDIAN
TRIBER

§76.416 Cost allocation plans and indi-
rect cost proposals,

(a) For states, looal governments and
indian tiibes, cerbain services, such ag
motor pools, computer centexrs, pur-
chasing, aceounting, etc,, are provided
to operating agencies on a ocentrallzed
basie. Bince Federal awards are per-
formed within the individual operating
agencles, there meeds tc be a process
whereby these oentral service costs can
bo identified and assigned to henefitted
activities on a reasonable and con-
pigtent basis. The central gervice cost
allooation plan provides theb proocess.

(b) Individual operating agenoies
(governmentsl department or agency),
normelly charge Federal awards for in-
direct costs through an indireoct cost
rate. A soparate indireot oost rate(s)
proposal for ench operating agency 1s
usually necessary to claim Indirect
oosts under Federal-awards., Indirect
qonts inolude;

(1) The indirect costs originating in
each department or agency of the gov-
ernmental unit carrying out Federal
awards; and

(2) The cogts of contral governmental
gervices distributed through the cen-
tral service cogt allocation plan and
not otherwise treated as direct costs.

(0) The requirements for development
and submission of ooat allocation plans
(for oentral service costs and public as-
gistanoe programs) and Indirect cost
rate proposals are contained in appen-
dices IV, V and VI to this part.

§75.417 Interagenoy service,

The cost of services provided by one
agenoy to another within the govern-
mental unit may include allowable dl-
reot ocosts of the service plus a pro-
rated share of indirect copts, A stand-
ard indiveot cost sllowanoce egual to
ten percent of the diveot salary and
wage cost of providing the service (ex-
cluding overtime, shift premiums, and
fringe benefits) may be used in Heu of
determining the aotual indirect costs
of the service, These services do not in-
olude centralized services included in
oentral service cost allocation plans a8
desoribed in appendix V to this part.

’
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SPROIAL CONSIDERATIONS FOR
INSTITUTIONS OF HIGHER BDUCATION

§76.418 Costs incurred by sintes and
loeal governments,

Costs incurred or peid by a state or
looal government on behalf of 1ts JHEs
for fringe benefit programs, such as
pengion costs and FICA and any other
ooats specifically incurred on behalf of,
and in direot benefit to, the IHHES, atre
allowable costs of such IHEs whether
or not these costs are recorded in the
geoounting records of the ingtitutions,
subject to the following:

(a) The costs meet the requirements
of §§76.402 through 76.411;

(b) The costs are properly supported
by approved cost allocation plansg in ac-
cordance with applicable Federal cost
accounting principles in this part; and

(¢) The costs are not otherwige borne
direotly or indirectly by the Federal
Government.

§75.419 Cost accounting
and disclosure statement.

(a) ‘An THE that recelves aggregate
Federal awards totaling $50 million or
more in Federal awards subjeot to this
part in ity most recently completed fis- |
cal year must comply with the Cost
Agocounting Standards Board's cost ac-
counting standerds locanted at 48 CFR
9805.6501, 8805.502, 9P056,506, and 9805,606,
OAS8-coverad contracts awarded to the
IHEs are subject to the CAS require-
ments at 48 OFR parts 9900 through 9999
end 48 OFR part 80 (FAR part 30).

(b) Disclosure statement. An IHE that
receives aggregate Federal awards to-
taling $60 million or more subjeot to
this part durlog its most recently com-
pleted fiscal year must discloge its cost
acocounting praotioes by filing a Disclo-
sure Statement (DS8-2), which is repro-
duced in appendix III to part 76. With
the approval of the ocoghizant agenoy
for indirect costs, an IHH may est
the DS-2 submigsion by submitting the
DE-2 for ench business unlt that re-
celved $50 million or more in Federal
awards.

(1) The D82 must be submitted to
the cognizant agenoy for indirect costs
with & copy bo the THW's cognlzant
agenoy for andit,

standards
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(%) An IHE is responsgible for main-
taining an accurate DS-2 and com-
plying with disclosed cost accounting
practices. An IHE must fille amend-
ments to the DE-2 to the ocognizant
agenoy for indirect costs six months in
advance of a disclosed praotloe being
changed to comply with a new or modi-
fied standard, or when a practice is
changed for other reasons. An IHE may
prooesd with implementing the change
only if 1% hes not been notified by the

Federal gognizant agency for indirect

coste that either a longer period will be
needed for review or there are concerns
with the potential change within the
gix months perlod, Amendments of a
DBE-2 mey be submitted at any time.
Resubmission of a complete, npdated
DR-2 is discouraged except when there
are oxtensive changes to disclosed
practiocss,

(3) Cost and funding adfustments. Oost
adjustments mugt be made by the cog-
nizent agency for indirect ocosts if an
IHE fails to comply with the aost poli-
oles in this part or fails to congistently
follow its established or disclosed cost
accounting practices when estimating,
accumulating or reporting the costs of
Federal aweards, and the aggregate cost
impact on PFederal awards is material,
The post adjustment must normally be
made on an aggregate basis for all af-
footed Federal awards through an ad-
justment of the THE's future F&A costs
rates or other means considered eppro-
priate by the cognizant agency for indi-
rect costg. Under the terms of UAS cov-
ered ocontracts, adjustments in the
amount of funding provided may also
be required when the estimated vro-
posal costs were not determined in ae-
ocordance with established ocost ao-
counting practices.

(4) Overpayments. Bxoess amounts
paid in the aggregate by the Federal
Government under Federal awards due
to s noncompliant cost accounting
practice used to estimate, acoumulate,
or report costs must be credited or re-
funded, as deemed appropriate by the
cognizant agency for indirect costs. In-
terest applicable to the excess amounts
pald in the aggregate during the period
of noncompliance must also be deter-
mined and collected in accordance with
applicable HHS agency regulations,

(6) Compliant cost acoounting practice
changes. Changes from oue compliant
cogb accounting practice to another
compliant practice that are approved
by the cognizant agency for indirect
cost8 may require ocost adjustments if
the change has a materlal effect on
Foderal awards and the changes are
deemed appropriate by the cognizant
agenoy for indirect costs.

(6) Responsibilities, 'The ocognizant
agency for indirect cost must:

(1) Determine cost adjustments for
all Federal awards In the aggregate on
behalf of the Federal Glovernment, Aq-
tions of the cognizant agency for indi-
rect cogt in making copt adjustment
determinations must be coordinated
with all affected HHS awarding agen-
cles to the sxtent necessary.

(1) Prescribe guidelines and establish
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a DE-2 adequately discloses
the IHE's cost aooounbting practices
and that the disolosed practices are
compliant with applicable CAS and the
requirements of this part.

(111) Distribute to all affeoted Federal
awarding agencies any DS-2 determina~
tion of adequacy or nonoompliance.

GENBRAL PROVISIONS FOR SELECTED
ITEMS OF COST

§75.420 Considerations for selected
items of cost.

This section provides prinoiples to be
applied in establighing the allowability
of certain items involved in deter-
mining cost, in addition to the require-
ments of §§75.402 through 75.411. These
principles apply whether or not a par-
tiounlar item of cast 18 properly treated
a8 direct copt or indirect (F&A) aost,
Faflure to mention a particular item of
cost 13 not intended to imply that 1t 1s
either allowable or unallowable; rath-
er, determination as to allowability in
each oase should be based on the treat-
ment provided for similar or related
items of cost, end based on the prin-
clples desoribed in §§75.402 through
75.411. In cage of a digorepancy bhetween
the provislons of a speocific Federal
award and the provisions below, the
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Federsl award governs. Criteris out-
lined in §75.403 must be applied in de-
termining allowability. Ses also
§75.102.

§76.421 Advertising and public vela-
tions,

(a) The term advertising costs means
the costs of advertiging media and ocor-
ollary adminigtrative coste. Adver-
tising media include magazines, Bews-
papers, radio and television, direct
meil, exhibits, electronic or computer
transmittals, and the lke.

(b) The only sllowable advertising
costs are those which are solely for:

(1) The recrultment of personnel re-
quired by the non-Federal entity for
performence of o Federal award (Fee
algo §76.463);

(2) The procurement of goods and
services for the performance of a Fed-
ersl award;

(3) The disposal of sorap or purplus
materials scguired in the performence
of a Federal award except when non-
PFoderal entities are reimburged for dis-
posal oosts ab a predetermined amount;
or

@) Program outreach and other spe-
olfic purposes necessary to meet the re-
quirements of the Federal award,

(0) The term '‘public relations in-
cludes community relations and means
those activities dedioated to maintain-
ing the image of the non-Federal entity
or maintaining or promoting under-
standing end favorable relations with
the community or public at large or
any segment of the publio,

(1) The only allowable publio rela-
tiong costs are:

(1) Costs specifionlly required by the
Foderal award;

(2) Costs of cornmunicating with the
public and press pertaining to spsolfic
activities or accomplishments which
result from performanoe of the Federal
award (these costs are consldered nec-
eppary as part of the outreach effort for
the Federal award); or

(8) Costs of conducting general liai-
gon with news media and government
publio relations officers, to the extent
that such activities are limited to com-
muhication and lHelson necessary 1o
keep the public Informed on metters of
public concern, such as notices of fund-

¢
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irtx}g opportunities, finanoial matters,
eto,

(o) Unallowable advertiping and pub-
lio relations costs Inolude the fol-
lowing:

(1) All advertising and public rela-
tions oosts other than as speocified in
paragraphs (b) and () of this seotion;

(2) Costs of mootings, cenventions,
convooations, or other events related
to other activities of the entity (see
2180 §75.432), including:

(1) Costs of displays, demonstretions,
and exhibits;

(1) Oosts of meeting rooms, hospil-
tality suites, end other speciel faoili-
ties used in conjunction with shows
and other special events; and

(1il) Salaries and wages of employees
engaged in setting up and displaying
exhibits, making demonstrations, end
providing briefings;

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

(4) Coutis of advertising and public re-
lations designed solely to promote the
non-Federal entity.

§75.422 Advisory counecils.

Cotts Incurred by advisory ocouncils
or committees are unallowable umlegs

authorized by statute, the HHS award- -

ing agency or as an indirect cost where
allooable to Federal awards. See
§75.444, applicable to states, local gov-
ernments and Indian tribes.

§75428 Alcoholic beverages,

Costs of alcoholle heverages are unal-
lowable,

§75.424 Alumni/ae activities,

Oostg incurred by IHEs for, or in sup-
port of, alumni/ae activities are unal-
lowable,

§75.425 Audit services,

(a) A reasonably proportionate share
of the costs of aundits required by, and
performed in aoccordance with, the 8in-
gle Audit Aot Amendments of 1098 (81
U.8.0. 7501-75607), as implemented by re-
quirements of this part, are allowable.
However, the following audlt costs are
unaliowable:

(1) Any corts when audits required by
the Single Audit Act and subpart F of
this part—have not been conducted or

288




Depariment of Heallh and Human Setvices §75.430

have been conducted but not in sccord-
ance therewith; and

(2) Any costg of anditing a non-Fed-
eral entity that is exempted from hav-
ing an eudit conduoted under the Sin-
gle Audlt Aot and pubpart F' of this
part because its expenditures under
Federal awards are less than $750,000
during the non-Federal entity's fiscal
yoear,

(b) The costs of & financial statement
audit of a non-Foderal entity that does
not ourrently have @& Federal award
may be included in the indirect cost
pool for & cost allpoation plan or indi-
ract coast proposal.

(c) Pass-through entities may charge
Federal awards for the cost of agreed-
upon-procedures engagements to mon-
itor subrecipients (In accordance with
subpart D of this part, §§175.3561 through
76.363) which are exempbed from the re-
quirsments of the Single Audit Aot and
subpart F of this part. This cost is al-
lowable only if the agreed-upon-proce-
dures engagements ars:

(1) Conducted in accordance with
GAGAS attestation standards;

(2) Paid for and arranged by the pass-
through enbity; and

(3) Limited in scope to one or more of
thé following types of compliance ra-
quirements: saotivities allowed or
unallowed; allowable costg/oost prin-
ciples; eligibility; and reporting.

§75.426 Bad debts,

Bad debis (debts which have boen de-
termined to be unocollectable), includ-
ing 1losges (whether actual or estl-
mated) erising from uncollectable ac-
counts and other oleims, are unallow-
able, Rolated collection ocosts, and re-
lated legal oosbs, arising from such
debts after they have been defermined
to be uncollectable are also unallow-
able, See also §76.428.

§78.427 Bonding costs,

(n) Bonding costs arige when the HHS
awarding agency requires assurance
againgt financial loss to itself or others
by reason of the aoct or defanlt of the
non-Federal entity. They arise algo in
instances where the non-Federal entity
requires similay assurance, Including:
Bonds as bid, performance, payment,
advance payment, infringement, and fi-

4

delity bonds for employees and offi-
olals.

(b) OCosts of bonding required pursu-
ant to the terms and conditions of the
Foderal award are allowabls,

(o) Coste of bonding required by the
non-Federal entity in the general con-~
duot of its operafions are allowable as
an Indireot cost to the extent that such
bonding 1s in aooordance with sound
busginess practice and the rates and pre-
miumsg are reasonable under the oir-
oumstanoes,

§75.428 Collections of improper pay-
ments.

The costs inourred by a non-Federal
entity to recover improper payments
are allowable as elther direot or indl-
rect oosts, as approprinte. Amounts
oollected may be used by the non-Fed-
eral entity in aooordance with oagh
management standards set forth in
§'76.306.

§75.420 Commencement and convoca-
tion costs,

For- THHB, costs incurred for com-
mencements and convocations are un-
allowable, except as provided for in ap-
penéllx IILB.Y, as student actlvity
008t8,

§76.430 Compensation—personal sexv- ,

1Ce5.

(&) General. Oompensation for per-
sonal services imcludes all remunera-
tion, pald currently or aocorued, for
services of employees rendered during
the period of performanos under the
Feoderal award, inoluding but not neo-
ogsarily limited to wages and salaries.
Compensation for personal services
may also include fringe benefits which
are addressed in §75.481. Costs of com-
pensation are allowable to the extent
that thoy satisfy the speocific require-
ments of this part, and that the total
compensation for individual employ-
ees:

(1) Is reagonable for the services ren-
dered and conforms to the established
writton policy of the non-Federal enti-
by congistently applied to both Federal
and non-Federal activities;

(2) Follows an appointment made in
aocordance wibth a non-Federal entity's
laws and/or rules or written policles
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and meetg the requirements of Federal
statute, where applioable; and

8) Is determined and supported as
provided in paragraph (1) of this seo-
tion, when applicable.

(b) Reasonableness, Compensation for
employees engaged in work on Federal
awards will be considersd reasonable to
the extent that it 1s oonsistent with
that pald for similar work in other ac-
tivities of the non-Federal entiby. In
cases where the kinds of employees re-
guired for Federal awards are not found
in the other activities of the non-Fed-
ersl entity, oompensation will be con-
sidered reasonable to the extent that it
is comparable to that paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of employees involved.

(0) Professional activities outside the
non-Federal entity, Unlesp an srrange-
ment is specifically authorized by an
HHS awarding sgency, & non-Federal
entity must follow its written non-Fed-
eral entity-wide policies and practices
concerning the permissible extent of
professional services that ¢an be pro-
vided outside the non-Federal entity
for non-organizational compensation,
Where such non-Federal entity-wide
written policies do naot exist or do not
adequately define the permigsible ex-
tent of consulting or other non-~organi-
zational activities undertaken for
oxtra outside pay, the Federal Govern-
ment may reguire that the effort of
professionnl steff working on Federal
awsrds be allocated between: ‘

(1) Non-Federal entity activities, and

(2) Non-organizational professional
aotivities, I the HHS awarding agenoy
conglders the extent of non-organiza-
tions] professional effort excessive or
inconsistent with the oconflicts-of-in-
terest terms and conditions of the Fed-
eral award, appropriste arrangements
governing compensation will be nego-
tiated on & oase-by-oase basis, :

(d) Unallowable costs. (1) Costs which
are unallowable under other sections of
these principles must not be allowable
under this gection solely on the basls
that they comstitute personnel com-
pensation.

(2) The allowable compensation for
certain employees is subieot to a celi-
ing In acoordanos with statute. For the
amount of the celling for cost-relm-

‘.
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bursement contraots, the covered com-
pensation subjeot to the ceiling, the
covered employees, and other relevant
provigions, see 10 U.8.0. 2324(e)(1)(P),
and 41 U,8.C. 1127 and 4304(a)(16), For
other types of Iederal awards, other
gtatubory oceilings may apply.

() Speciol considerations. Speclal con-
slderations in determining allowability
of compensation will be given to any
change in & non-Federal entity’s com-
pensation policy resulting in a substen-
tial inorease in it employees' lovel of
compenaation (partioularly when the
chenge was concurrent with an in-
crease in the ratio of Federal awards to
other activitles) or any change in the
treatment of allowability of gpeoifio
types of compensabion due to changes
in Federal policy,

) Inventive compensation. Incentive
compensation to employees based on
cost reduotion, or efficient perform-
ance, suggestion awards, safety awards,
ate., 18 sllowable to the extent thet the
overall compensation 1g determined to
be reasonnble and such costs are pald
or acorued pursnant to an agreement
entiered into in good faith hetween the
non-Federal entlty and the employees
before the services were rendered, or
pursuent to an established plan fol-
lowed by the non-Federal entity so
oconpistently es to imply, in effect, an
agreement o malke such payment,

() Nonprofit organizations. FPor com-
vengation to members of nonprofit or-
ganizations, trustees, direotors, assooci-
ntep, officers, or the immediate fami-
lles thereof, defermination must be
made that such compensabion is rea-
sonable for the actual personal services
rendered rather than a distribution of
earnings in excess of costs. This may
include director’s and executive com-
mittee member's fees, iIncentive
awards, allowances for off-gsite pay, in-
centive pay, location allowances, hard-
ship pay, and cost-of-living differen-
tilals.

(h) Institutions of higher education
(IHEs). (1) Certain conditions reguire
special consideration and possible Hmi-
tations in determining allowable per-
sonnel compensation costs under Fed-
oral awards. Among suoh conditions
ars the following:

(i) Allowable activities. Charges to
Federal awards may include reasonable
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amounts for activities ocontributing
and direotly related to work under an
agresment, such as delivering speolal
leotures about specific aspects of the
ongoing aotivity, writing reports and
artioles, developing and maintalning
protocols (human, animals, etc.), man-
aging substances/chemicsls, menaging
and securing project-specific date, ¢o-
ordinating research subjects, parbici-
pating in appropriate seminars, con-
pulting with colleagues and graduate
students, and attending moetings and
conferences.

(if) Incidental activities. Incidental
aotivities for which supplemental com-
pensation is allowable under written
institutional poloy (at a rate not to
excsed institutional base galary) need
not be included in the records desoribed
in paragraph (1) of this section to &i-
reotly charge payments of incidental
aotivities, such activities mush elther
bs specifically provided for in the Fed-
eral award budget or receive prioy writ-
ten approval by the HHS awarding
agenacy.

(2) Salary basis. Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the IBS rate, Hxoept as
noted in paragraph (h)(1)(i) of this seo-
tion, in no event will charges to Fed-
eral awards, Irrespective of the basis of
compntation, exceed the proportionate
share of the IBS for that period. Thie
principle applies to all members of fac-
ulty at an instdtution, IBS 18 defined ag
the annual compensation paid by an
IHE for an individuel’s appointment,
whother that individual’s time is spent
on researoh, ingtruction, administra-
tion, or other activities. IBS excludes
pny income that an individual earns
outside of dutles performed for the
THE. Unless there is prior approval by
the HHS awearding agenoy, charges of &
faculty member's salary to a Federal
award must not exceed the propor-
tlonate share of the IBS for the period
during which the {faculty member
worked on the award,

@) Imtra-Institution of Higher Edu-
cation (IHE) consulting. Intra-IHH con-
sulting by faculby ig assumed to be un-
dertaken as an IHE obligation requir-
ing no compensabtion in addition to
IBS. However, In unusual cages where
oonsultetion is aoross departmental
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lines or involves a separate or remots
operation, and the work performed by
the faculty member 1s in addition to
hig or her regular responsibilities, any
chargesg for such work representing ad-
ditional compensation above IBR are
allowable provided that such aqon-
sulting arrangements are gpecifically
provided for in the Federal award or
epproved In writing by the HHS award-
ing agenoy,

(4) BExtra Service Pay normslly rep-
resents overload compensstion, subjeot
to ingtitutional compongation policies
for services above mnd beyond IBS.

- Where extra service pay is a result of

Intra-IHE consulting, 1t 1s subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:

(1) The non-Federal entity estab-
lishes consistent written policies which
apply uniformly to all faculty mem-
bers, not just those working on Federal
awards.

(ii) The non-Federal entity estab-
lighes a consipbent written definition of
work covered by IBS which is specific
enough'to determine conolusively when
work beyond that level hag oocourred.
This mey be desoribed in appointment
lettiers or other dooumentations. .

(ii1) The supplementation amount
peid i8 commensurate with the IBB
rate of pay and the amonnt of addi-
tional work performed. See paragraph
(h)(2) of this section,

(Iv) The palaries, as supplemented,
fall within the salary struoture and
pay ranges established by and doou-
mented in writing or otherwise appHoa-
ble to the non-Federal entity,

(v) The total salaries charged to Fed-
eral awards including extra service pay
are subjeot to the Stendards of Doou-
mentation ag desoribed in paragraph (i)
of this gection,

(6) Perlods outside the academic year,
(1) Bxoept as specified for teaohing ac-
tlvity in paragraph (h)(6)(11) of this seo-
tion, charges for work performed by
faoulty members on Federal awards
during perfods not included in the base
galary period will be at a rate not in
exoess of the IBS.

(1) Oharges for temching aotivities
performed by faculty members on Fed-
eral awards during periods not inoluded
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in IBS period will be based on the nox-
mal written polioy of the JHEE gov-
erning compensetion to faculty mem-
berg for toaching agsignments during
puoh periods,

(6) Part-time faculty. Charges for work
performed on Federal awards by fac-
nity members heving only part-time
appointments will be determined at a
rate not in excess of that regularly
paid for part-time assignments,

() Sabbaticgl Jeave costs, Rules for
sebbabloal leave are as follow:

(1) Costs of leaves of abgence by em-
ployees for performance of graduate
work or sabbatioal study, travel, or re-
search are allowable provided the IHBE
has a uniform written policy on sab-
batical leave for persong engaged in in-
ptruction and persong engeged in re-
gearch. Such costs will be allocated on

. gn equitable basly among all related
aotivities of the IHE.

(1) Where sebbatical leave 18 in-
oluded in fringe benefits for which a
oosb is determined for assessment as a
direct charge, the aggregate amount of
guch nssessments applicable to all
work of the institution during the base
period must be reagonsble in relation
to the IHE's actual experience under
its sabbatical leave poloy.

(8) Salary tates for mon-faculty mem-
bers. Non-faoulty full-time professional
personnel may also earn *extra service
pay” in accordance with the non-Fed-
eral entity’s written policy and con-
glstent with paragraph (h)(1){1) of this
seotion,

(1) Standards for documentation of per-
sonnel expenses. (1) Oharges to Federal
awards for salaries and wages must be
based on records that accurately re-
fleot the work performed, These
records must:

(1) Be supported by a system of inter-
nal conbrol which provides reasonable
assurance that the charget are accu-
rate, allowable, and properly allooated;

(11) Be inoorporated into the offioclal
records of the non-Federal entity;

(iil) Reasonably reflect the total ac-
tivity for which the employee is com-
ponsated by the non-Federal entity,
not exoeeding 100% of compensated ac~
tivities (for IHE, this per the JHE's def-
inition of IBS);

(iv) Hncompasg both federally as-
gisted and all other aoctivities com-

'
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pensated by the non-Federal enbtity on
en integrated basis, but may include
the use of subsidiary records as defined
in the non-Federal entity’s written pol-
loy;

(v) Comply with the established ao-
counting policies and practices of the
non-Federel entiby (See -paragraph
(YD) of this seotion for:treatment
of inoidental work for IHEs,); and

(vi) [Reserved]

(vii) Support the distribution of the
employes’s falary Or wagep AIMmMOong Bpe-
oific activities or costi objectives if the
employes works on more than one Fed-
oral award; a Federal award and non-
Federal award; an indireot cost actliv-
ity and e direct cosb activity; two or
more indirect activities which are allo-
onted using different allocation bases;
or an unallowable activity and a direct
or Indirect cogt activity,

(viil) Budget estimates (.e., esti-
mates determined before the services
are performed) alone do not qualify as
support for charges to Federal awards,
but may be used for interim accounting
purposes, provided that:

(A) -The gystem for establishing the
estimates produces reasonable approxdi-
mations of the activity actually per-
formed,;

(B) Signifioant changes in the oor-
responding work activity (as defined by
the non-Federal entity’s written poli-
cles) are ldentified and entered into the
records in a timely manney, Short term
(such 88 one or two months) fluctun-
tion between workload categories need
not be oonsidered as long as the dis-
tribution of salaries and wages is rea-
sonable over the longer term; and

{0) 'The non-Pederal entity’s system
of internal controls inoludes processes
to review . after-the-fact interim
charges made to a Federal awards
based on budget estimaties. All nec-
espary adjustment must be meade such
that the fingl amount charged to the
Poderal awerd is accurate, allowable,
and properly allocrted.

(1x) Beoausse practices vary as to the
aotivity constituting a full workload
(for IHEg, IBS), records may reflect
ontopories of activitios expressed as a
gieroenmge distribution of total activi-

e8.

(x) It is recognized that teaching, re-
search, service, and administration are
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often inextricably intermingled in an
aocademio setiing. When recording sala-
ries and wages oharged to Federal
awards for THESs, s precise assesgment
of faotors that contrlbute to oosts is
therefore not always feagible, nor is it
expooted,

(2) For records which meet the stand-
ards required in paragraph (1)(1) of this
pection, the non-Federal entity will not
be reguired to provide additional sup-
port or dooumentation for the work
performed, other than thaet referenced
in paragraph (1)(8) of this section.

(8) In accordanos with Department of
Labor regulations implementing the
Fair Labor Standards Act (FLSA) (29
CFR part 516), charges for the salaries
and wages of nonexempt employees, in
addition to the supporbing dooumenta-
tion desoribed in thie seotion, must
also be supported by records indicating
the total number of hours worked each
day.

(4) Salarles and wages of employees
used in meeting cost sharing or match-
ing requirements on Federal awards
must be supported in the same manner
a8 salaries and wages olairned for reim-
bursement from Federal awards,

(6) Por states, local governments and
Indian tribes, substitute processes or
systems for allooating salaries and
wages to Federal awards may be used
in place of or in addition to the records
degoribed in paragraph (1)(1) of this sec-
tion if approved by the cognizant agen-
oy for indirect cost. Such systems meay
inolnde, but are not Hmited to, random
moment sampling, “rolling” time stud-
ies, oase counts, or other quantifiable
measures of work performed,

() Substitute systems whioh use
sampling methods (primarily for Tem-
porary Asgistance for Needy Families
(TANT"), the Supplemental Nutrition
Asslstance Program (SNAP), Medioald,
and other public assistance programs)
must meet acoeptable statistical sam-
pling standards including:

(A) The sampling unlverse must in-
olude all of the employees whose gala~
rles and wages are to be alloocated
baged on ssmple results except ag pro-
vided in paragraph (1)(6)(iif) of this sec-
tion;

(B) The entire time period involved
must be covered by the sample; and

§75.430

(C) The results must be statistically
valld and applied to the period belng
sampled.

(i) Allooating charges for the sam-
pled employees’ supervisors, clerical
and support gtaffs, based on the results
of the sampled emp]oyeea, will be aoc-
oceptable.

(iil) Less than full oomplja.nce with
the statisticnl sampling sbtandards
noted in paragraph (1)G)d) of this sec-
tion may be acoepted by the cognizant
agenoy for indireot oosts if it vonoludes
that the amounts to be allocated to
Federal awards will be minimal, or if it
concludes that the system proposed by
the non-Federal entity will result in
lower costs to Federal awards than a
system which complies with the stand-
ards,

(6) Cognizant agencies for indirect
costs are enoouraged tio approve alter-
natlve proposnls based on outcomes
and milestones for program perform-
anoce where these are clearly doon-
mented. Where approved by the Federal
cognizant agency for indirect oosts,
these.plans are aocceptable as an alter-
native to the reguirements of para-
graph (1)(1) of this gection.

(7) For Federal awaxds of similar pur-
Dose activity or instances of approved -
blended funding, s non-Federal entity
mpy submit performance plans that in-
ocorporate funds from multiple Federal
awards and acoount for their gombined
use based on performance-oriented
metrics, provided that such plans are
approved in advance by all involved
HHS awarding agencies. In these in-
stances, the non-Federal entity musb
submit e request for waiver of the re-
quirements based on documentation
that desocribes the method of charging
oosts, relates the charging of oosts to
the specific activity thabt is applicable
to all fund sources, and is based on
quantifiable measures of the activity
in relation to time oharged.

(0) For a non-Federal entity where
the records do not mest the standards
desoribed in this section, the Federal
Government may require personnel ao-
tivity reports, including prescribed cer-
tifications, or equivalent documenta-
tlon that support the records ag re-
quired in this section.
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575?&1 Compensation—fringe  bene-
.

(a) Fringe benefits are nllowanoes
and services provided by employers to
their omployees as compensation in ad-
dition to regular salaries and wages.
Fringe benefits inolude, bubt are not
limited to, the costs of leave (vaoation,
family-related, siok or militery), em-
ployee insnrance, pensions, and unem-
ployment benefit plans. Iixcept a8 pro-
vided elsowhere 1n these prinoiples, the
costs of fringe benefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity-employee agreement, or an
established policy of the non-Federal
enbity.

(b Leave. The cost of fringe benefits
in the form of regular compensation
paid to employees during perlods of an-
thorized absgences from the Jjob, such as
for annual leave, family-related leave,
glok leave, holidays, court leave, mill-
fary leave, administrative leave, and
other similar benefits, are allowable 1f
811 of the following coriteria are meb:

(1) They are provided wander estab-
lighed writbten leave policies;

(2) The costs are equitably allocated
to all related activities, including Fed-
oral awards; and, ,

(3) The accounting basis (cagh or ac-
orusl) selected for costing each type of
leave is consistently followed by the
non-Federal entity or specified group-
ing of employees.

(i) When & non-Federsl entity uses
the oagh basis of accounting, the cosb
of leave is recognized in the period that
the leave 1 taken and paid for. Pay-
ments for unused leave when an em-
ployee retires or terminates smploy-
ment are allowable in the year of pay-
ment,

(11) The acorual basis may be only
uped for those types of leave for which
a lability ag defined by GAAP exists
when the leave is earned. When a non+
Tederal entiby uses the accrual basis of
accounting, allowable leave cost8 are
the lesser of the amount accrued or
funded,

(c) The oosb of fringe benefits in the
form of employer contributiong or ex-
penses for social security; employee
Jife, health, unemployment, and work-
or's compsengation insurance (except as
indicated in §75.447); pension plan costs

'
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(see paragraph (1) of thir gection); and
other similar benefits are allowabls,
provided such bDenefits ere granted
under esgtablished written polioies.
Such benefits, must be allocated to
Foderal awards and all othey activities
in a manner oongistent with the pat-
torn of benefits atiributable to the in-
dividuals or group(s) of -employees
whoge salaries and wages are oharge-
able to such Federal awards and othey
notivities, and charged as direct or in-
direct costs in accordance with the
non-Federal entity's accounting prac-
tices.

(d) Fringe benefits may be assigned
to cost objeotives by identifying spe-
olfic benefits to specifio individual em-
Pployees or by allocating on the basis of
entity-wide salaries and wages of the
employses receiving the benefits, When
the allocation method is used, separate
allocatlons must be mede o selective
groupings of employees, unless the
non-Federal enbity demonstrates that
costs in relationship to salaries and
wages do not differ significantly for
Alfferent groups of employees,

(8) "Insurance. Bee also §75.447(A)(1)
and (2).

(1) Provigions for a reserve under &
self-insurance program for unemploy-
ment compensation or workers' oom-
pensation are allowable to the extent
thet the provisions repregent reagon-
able estimates of the liabilities for
suoch compengation, and the types of
coverage, extent of coverage, and rates
and premiums would have been allow-
able had insurance been purchased to
cover the risks. However, provigions for
aelf-ingured llabilities which do not be-
ocome payable for more than one yesar
after the provision is made must not
exceed the present value of the liabil-
ity.

(2) Costs of insurance on the lives of
trustees, officers, or other employses
holding positions of similar responsi-
billty are allowable only to the extenb
that the insurance represents addi-
tional compensation, The costs of such
insurance when the non-Federal entity
is named as benefiolary are unallow-
able,

(3) Actual olalms paid to or on behalf
of employeer or former employees for
workers' compensation, unemployment
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compensation, severance pay, and simi-
lar employee benefits (e.g., post-retire-
ment health benefitg), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

(f) Automobiles. That portion of auto-
mobile costs furnished by the entity
that relates to personal use by employ-
ses (including trangportation to and
irom work) is unallowable as fringe
beneflt or indirect (F&A) costs regard-
Jess of whether the ocost is reported as
taxable income to the employees.

(g) Pension plan costs. Pension plan
oosts which are inourred in accordance
with the established policles of the
non-Federal entity are allowable, pro-
vided that:

(1) Such policies meeb the test of rea~
gonableness,

(2) The methods of cost alloocation are
not digoriminatory,

(8) For entitles nsing acorual based
accounting, the cost assigned to each
fisoal year is determined in accordanoce
with GAAP.

(4) The costs assigned to a given fig-
cal year are fuanded for all plan partiol-
pants within six months after the end
of that year. However, inoreases to nor-
mel and pasb service pemsion ocosts
caused by a delay in funding the aotu-
arial linbility beyond 80 onlender days
aftor each quarter of the year to which
such costs are assignable are unallow-
able. Non-Federal entity msay elect to
follow the ‘‘Cost Accounting Standard
for Composition and Measurement of
Pension Costs” (48 OFR 0904.412).

(5) Pension plen termination insur-
ance premiums paid pursuant to the
Employee Retirement Income Security
Aot (ERISA) of 1974 (29 U.8.0. 1301-1461)
are allowsble, Late payment charges
on such premiums are unallowable. Hx-
olge taxes on acoumulated funding defi~
ciencies and other penalties imposed
under ERISA are unallowable. .

(6) Pension plan costs may be com-
puted using u pay-as-you-go method or
an acceptable actuarial cost method in
accordance with established written
policies of the non-Federal entity.

(1) For pension plans financed on &
pay-ag-you-go method, allowable costs
will be limited to thoge reprepenting
actunl payments to retirees or their
beneficiaries.

(i) Pension aosts caleculated using an
actuarial oost-based method recognized
by GAAP are allowable for a given fig-
oal year if they are funded for that
year within gix monthg after the end of
that year. Costy funded after the six
month period (or a later perlod agreed
to by the cognizant agenoy for indirect
costs) are allowable in the year funded.
The cognizant agency for indirest costs
may agree to an extension of the six
month perlod if an eypropriate adjust-
ment i made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federsl enti-
ty's oontribufion to the penston fund,
Adjustments may be made by onsh re-
fund or other equitable procedurss to
compengate the Federal Government
for the time value of Federal reim-
bursements In excess of comtributions
40 the pension fund,

(1) Amounts funded by the non-Fed-
eral entity in excess of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty's contribution in future periods.

(iv) When & non-federal entity con-
verts to an acoeptable actuarisl cost
method, as defined by GAAP, and funds

pension costs in accordance with this .

method, the unfunded Habilibty at the
time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP.

(v) The Federal Government must re-
ceive an equitable share of any pre-
viously allowed pension costs (inolud-
ing earnings thereon) which revert or
inure to the non-Federal entity in the
form of a refund, withdrawal, or other
oredit,

(h) Post-relirement health. Pogb-vetire-
ment health plans (PRHP) refers to
costs of health imsuramce or health
servioes not included in a psnsion plan
covered by paragraph (g) of this section
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-ag-you-go
method or an acceplable actuarial cost
method in accordance with established
written poliocies of the non-Federal en-
bty

(1) For PRHP financed on a pay-as-
you-go method, allowable costs will be
limited to those representing actual
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puyments o retirees or their bene-
ficiaries.

(2) PRHP costg osloulated using un
aotuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year. Costis funded after
the six month period (or & later peried
agreed to by the cognizent AgENOY) are
allowable in the year funded. The Fed-
eral oognizant agency for indireot costs
mey agree to an extension of the six
month peried if an appropriate adjust-
ment is made to compensate for the
timing of the oharges to the Federal
Government and related Federal reim-
bursements and the non-Federal entl-
ty's contributions to the PRHP fund.
Adjustments may be made by cash re-
fund, reduction in current year's PRHP
gosts, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
pursements in excess of oontributions
to the PRHP fund.

(8) Amounts funded in excess of the
actuarially determined amount for a
flsonl year may be used as the Federal
Government's contribution in a fature
period,

(4) When @ non-Federal entity con-
verts to an acceptable aotuarial cost
method and funds PRHP oosts in ac-
cordanoe with this method, the initial
unfunded Hability attributable to prior
yoars is allowable if amortized over a
period of years in accordance with
GAAP, or, if no such GAAF period ex-
18ts, over s perlod negotiated with the
oognizant agenoy for indirect costs.

(8) To be allowable in the current
year, tho PRHP copts must be paid ei-
ther to:

() An insurer or other benefit pro-
vider ag ocurrent year costs or pre-
miums, or :

(1) An insurer or trastes to maintain
o trust fund oy reserve for the sole pur-
pose of providing post-retirement bene-
fits to vetirees and other henefielaries,

(6) The Federal Government must re-
celve an eguitable share of any
amounts of previously allowed post-re-
tirement benefit costs (Including earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other credit.

(1) Severance pay. (1) Severance pay,
also commonly referred to as dismissal

.
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wages, 18 & payment in addition o reg-
ular galaries and wages, by non-Federal
entitles to workers whose employment
i8 belng terminated. Oosts of severance
pay are allowable only to the extient
that in each case, it is required by law,
employer-employee agreement, esteb-
lished policy that constitutes, in eifect,
an implied agreement on the non-Fed-
eral entity’s part, or oircumstances of
the particular employment.

(2) Costs of severance payments are
divided into two categories as follows:

(1) Actual normal turnover severance
payments must be allooated to all ac-
tivities; or, where the non-Federal en-
tity provides for a regerve for normal
soverances, such method will be ac-
coptable if the charge to current oper-
ations i8 reasonable in light of pay-
ments actually made for normal
severances over g representative pagt
period, and if amounts charged are al-
located to all activities of the non-Fed-
eral entity.

(i1) Meagurement of costs of abnor-
mal or mass severance pay by means of
an gecrnal will not achiave equity to
both .perties. Thus, acoruals for this
purpose are not allowable, However,
the Federal Glovernment recognizes its
obligation to participate, to the extent
of 1ts falr share, in any speocific pay-
ment, Prior approval by the Federal
awarding agency or cognlzant agenoy
for indirect cost, ag appropriatbe, 18 re-
quired.

(3) Costs inocurred in certain sever-
ance pay packeges whioh mre in an
amount in excegs of the normal Eever-
anoe pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a ohange in
management control over, or owner-
ship of, the non-Federal entity’s assets,
are unailowable,

(4) Beverance payments to foreign na-
tionale omployed by the non-Federal
entity outside the United Btates, to
the extent that the amount exceeds the
customary or prevailing practices for
the non-Federal entity in the United
States, are unallowable, unlesg they
are necesgary for the performance of
Federal programg and approved by the
HHS awarding agency.

(6) Beverance payments to foreign na-
tionals employed by the non-Federal
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entity outgide the United States due to
the termination of the foreign national
as a repult of the cloging of, or curtail-
ment of aotivities by, the non-Federal
entity in thet country, are unsllow-
able, unless they are necegsary for the
performance of Federal programs and
approved by the HHS awarding agenoy.

(G)Q1) For IHEs only. Fringe benefits in
the form of tuition or remission of tui-
tlon for individuasl employees are al-
lowable, provided suoh benefits are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
aotivities on an equitable basis. Tui-
tion benefits for family memhers other
than the employee are unallowable.

(2) Fringe benefits in the form of tui-
tion or remission of tuition for indi-
vidual employees not employed by
JHEs are lmited btc the tax-free
amount allowed per section 127 of the
Internal Revenue Code a8 amended.

(8) THEs may offer employees tultion
waivers or tuitlon reductions for un-
dergradugte education under TRO Bec-
tion 117(d) as amended, provided that
the benefit does not disorlminate in
favor of highly compensated employ-
ees. Pederal reimburgement of tuition
or remission of tuition is also limited
to the institution for which the em-~
ployee works. See §75.466, for treat-
ment of tuition remission provided to
sbudents.

(k) For IHEs whosge costs are paid by
state or looal governments, fringe ben-
efit progrems (such as pension costs
and FIOA) and any other benefits cosis
speocifioally inourred on behalf of, and
in direct benefit to, the non-Federal
entity, are aliowable copts of such non-
Federnl entities whether or mot these
costs are recorded in the accounting
records of the non-Federal entities,
subject to the following: ,

(1) The ocosts meet the requirements
of Basic Oonsiderations in §§75.402
through 76.411;

(2) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles; and

(8) The costs are not otherwise borne
directly or indirectly by the Federsl
Government.

§75.433

§76.432 Conferences.

A oonference is defined as a meeting,
rotreat, seminar, symposium, worlk-
shop or event whose primary purpose is
the dissemination of technical infor-
mation beyond the non-Federal entity
and 1s necessary and reasonable for
sucoessful performance under the Fed-
eral award. Allowable conference costs
paid by the non-Federal entity as a
sponsor or hogt of the conference may
Include remtal of faollities, speakers’
fees, aosts of meals and refreshments,
local trangportation, and other items
incidental to such conferences unless
further restricted by the terms and
oconditions of the Federal award. As
needed, the costs of identifying, bub
not providing, looally avallable depend-
ont-care resources are allowahle. Con-
ference hosts/sponsors must exercise
disoretion and judgment in ensuring
that conference costs are appropriate,
necessary and managed in a manner
that minimizes costs to the Federal
award. The HHE awarding agenoy may
authorize exceptions where appropriate
for programs including Indian tribes,
ohildren, and the elderly. See also
§§ 75,438, 75,456, 15,474, and 75.475.

§75438 Contingency provigions,

(a) Oontingency is thet part of a
budget estimate of future costs (typi-
cally of lerge construction projeots, IT
systems, or other items as approved by
the HHS awerding agency} which s ag-
soolated with possible events or condi-
tions arising from ocauses the preoise
outooms of which ig indeterminable at
the time of estimate, and that experi-
ence ghows will likely result, in aggre-
gate, in additional costs for the ap-
proved activity or project. Amounts for
major project scope changes, unfore-
ssen rigks, or extreordinery events

-ay not be inoluded,

(b) It 18 permisesible for contingenoy
amounts other then those excluded in
paragraph (a) of this seetion to be ex-
plicitly included in budget estimates,
to the extent they are necessary to im-
prove the preocision of those estimates.
Amonnts must be estimated using
broadly-accepted cost  estimating
methodologles, specified in the budget
docnmentation of the Federal award,
and aocepted by the HHE awarding
agency. As suoch, contingenoy amounts
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aro to be included in the Federal
award, In order for actusl costs in-
ourred to be allowable, they must com~
ply with the oost principles end other
requirements in thily part (see also
§§76.300 through 75.308 of subpart D of
this part and 75.408); be necessary and
reasonable for proper and efficient ac-
ocomplishment of projeot or program
objectives, and be verifiable from the
non-Federal entity's records,

(c) Payments made by the HHS
awarding agency to the non-Federal
entity’s ‘‘contingency reserve” or any
similar payment made for events the
ooourrence of which cannot be foretold
with certainty as to the time or inten-
sity, or with an asgsurance of thetr hap-
pening, are unallowable, except as
noted in §§75.481 and 75.447.

§76.484 Contributions and donations,

() Oosts of contributions and dona-
tions, including oash, property, and
serviges, from the non-Federal entity
to other entities, are unallowable,

(b) The value of services and property
donated to the non-Federal entity may
not be charged to the Pederal award ei-
ther as a direct or indirect (F&A) cost,
The value of donated services and prop-
erty mey be used to meet cost sharing
or matching requirements (gee §76.306).
Depreciation on donated assets is per-
mitted in acoordance with §76.436, as
long as the donated property is not
counted towards cost shering or
matohing requirements.

(o) Services donated or volunteered
to the non-Federal entity may be fur-
nighed to & non-Federal entity by pro-
fessional and technical personnel, con-
sultants, and other skilled and un-
slilled labor. The value of these serv-
ices may not be charged to the Federal
award elther ss s direct or indirect
oost. However, the value of donated
gervices may be used to meet oost shar-
ing or matching requirements in ac-
cordance with the provisions of §76.306.

(d) To the extent feasible, services
donated to the non-Federal entity will
be supported by the game methods used
to support the ailooabillty of regular
personnel gervices.

{(e) The following provisions apply to
nonprofit organigations. The value of
services doneted to the nonprofit orga-
nization utilized in the performance of

)
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a direct cost aotivity must be congid-
ered in the determination of the non-
Pederal entity’s indirect cost rate(s)
and, accordingly, must be allocated a
proportionate share of applicable indi-
recti costs when the following oir-
cumstances exists

(1) The ageregate value of the serv-
ices is material; '

(2) The services are supported by =
significant amount of the indirect
costs incurred by the non-Federal enti-

1]

@) In those instanoes where there is
no basis for determining the fair mar-
kot value of the services rendersd, the
non-Federal entity and the cognizant
agenoy for indirect costs must nego-
tiate an appropriate allocation of indi-
rect gost to the services.

(ii) Where donated gervices directly
benefit & projeot supported by the Fed-
eral award, the indirect costs allocated
to the services will be considered as a
part of the total costs of the projeot.
Such indireot costs may be reimbursed
under the Federal award or used fo
meeb cost sharing or matehing require-
ments,

() Fair market value of donated
services must be computed as described
in §75.908. .

(&) Personal property end use of space.
(1) Dongted personal property and use
of space may be furnighed to a non-
Federal entity. The value of the per-
gonal property and space may not be
charged to the Federal award either as
& direot or indirect cost.

(2) The value of the donations may be
uged to meet cost sharing or matching
share requirements under the condi-
tlons described in §§76.300 through
76.300 of subpart D of this purt. 'The
value of the donations musy be deter-
mined in accordance with §§76.300
through 76.800. Where donations are
treated as indirect ocosts, indirect cost
rates will separate the value of the do-
nations go that relmbursement will not
be made.

§76.485 Defense and prosecution of
crim i

al and civil proceedings,
claims, appeals, and patent m-
fringements,

(a) Definiltions for the purposes of this
segtion. (1) Conviction meansg g judgment;
or convietion of a oriminal offense by
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any court of competent jurisdiotion,
whether entered upon verdiot or a plea,
including a convietion due o & plea of
nolo contendere,

(2) Costs inolude the services of in-
house or private counsgel, accountants,
consultants, or others engaged to as-
plst the non-Federal entity before, dur-
ing, and after commencement of & judi-
olal or adminigtrative proceeding, that
bear o direct relationship to the pro-
oeeding,

(8) Fraud means:

() Acts of fraud or corruption or at-
tempte to defrand the Federal Govern-
ment or to corrupt its agents,

i) Acts that constitute a cause for
debarment or suspension (as specified
in agency regulabions), and

(ii1) Acts which violate the False
Olaims Act (81 U.8.0, 8720-3732) or the
Anti-kickback Act (41 U.B.0, 1820a-
(b)),

(4) Penalty does not include restitu-
tion, reimbursement, or compensatory
demages,

(6) Proceeding includes an investiga-
tion.

(b) Costs, (1) Bxcept as otherwise de-
soribed herein, costg inourred in ocon-
nection with any criminal, oivil or ad-
ministrative proceeding (including fil-
ing of a false certification) commenced
by the Federal Government, a state,
local government, or foreign govern-
ment, or joined by the Federal Govern-
ment (Including a proceeding wnder the
False Clajms Act), against the non-
Federal entity, (or commenced by third
parties or a ourrent or former em-
ployee of the non-Federal entity who
submits a whistleblower complaint of
reprisal in accordance with 10 U.5.0.
2409 or 41 U,8,C. 4712), are not allowable
if the proceeding:

(1) Relates to a violation of, or fallure
to comply with, s Federal, gtate, Iocal
or forelgn stabute, regulation or the
terms and oonditions of the Federal
award, by the non-Federal entity (in-
¢luding it agents and employess); and

(1) Results in any of the following
dispositions:

(A) In a oriminal proceeding, & con-
viotion,

(B) In a eclvil or administrative pro-
ceeding involving an allegation of
fraud or similar misconduot, a deter-
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mination of non-Federal entity labil-
ity.

(0) In the case of any oivil or admin-
istrative proceeding, the disallowance
of costs or the imposition of a mone-
tary penalty, or an order igsued by the
HHg awarding agency head or delegate
to the non-Federal entity to take oor-
reobive mction under 10 U.8,0. 2409 or 41
0.8.0. 4712,

(D) A final deolsion by an appropriate
Federal official to debar or suspend the
non-Federsl entity, to reseind or vold a
Federal award, or to terminate a Fed-
eral award by reason of a violation or
fallure to comply with a statute, regu-
lation, or the terms and conditions of
the Federal award.

(B) A disposition by consent or com-
promise, if the action could have re-
sulted In any of the dispositions de-
doribed in  paragraphs (BYA)(i1)(A)
through (D) of this section.

() ¥ more then ome procesding in-
volves the same salleged misconduoct,
the costs of all such procesdings are
unallowable if any results In one of the
dispositions shown in paragraph (b) of
this gection.

(c) If a proceeding referred to in para-
graph (b) of this section 18 commenced -
by the Federal Government and 18 re-
solved by oongsent or compromise pur-
suant to an agresment by the non-Fed-
eral entity and the Federal Govern-
ment, then the costs incurred may be
allowed to the extent speoifically pro-
vided in such agresment.

(d) If a proceeding referred to in para~
graph (b) of this section is commenced
by a state, looal or foreign government,
the authorived Federal official may
allow the eosts inourred if such author-
ized officlal determines that the costs
were Inourred as a regult of;

(1) A specific term or condition of the
Pederal award, or

(2) Specific written direction of an
suthorized official of the HHS aweard-
ing agenoy.

(o) Costs incurraed in connection with
prooeedings deseribed in paragraph (b)
of this section, which are not made un-
allowable by that subseotion, may be
allowed but only to the extent that:
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(1) The costs are reasonable and nea-
essary in relation to the administra-
tion of the Pederal award and actlvl-
tles required to deal with the pro-
ceeding and the underlying canse of ac-
tion; :

(2) Payment of the reasonable, nec-
essary, allocable and otherwise allow-
able oosts incurred is not prohibited by
ahy other provision(s) of the Federal
award;

(3) The costs are not recovered from
the Federal Government or a third
parby, either directly as a result of the
proceeding or otherwise; and,

(4) An authorized Pederal officlal
must determine the percentage of costs
allowed considering the complexity of
Htigation, generally saccepted prin-
oiples governing the award of legnl fees
in civil actlons involving the Unibed
gtates, and such other factors as may
be appropriate. Such porcentage must
not excesd 80 percent, However, if an
agreement reached under paragraph (c)
of this section has explicitly consid-
ered thig 80 percent limitation and per-
mitted 8 higher percentage, then the
full amount of costs resulting from
thet agresment are allowable,

(f) Oosts inourred by the non-Federal
entity in connection with the defense
of suits brought by its employees or ex-
employees under seotion 2 of the Major
Fraud Act of 1988 (18 U.8.0. 1031), in-
clnding the cost of all rellef necessary
to make such employee whole, where
the non-Federal entity was found Hable
or settied, are unallowable.

(g) Coats of proseoution of claims
against the Federal Government, in-
oluding appeals of final HHS agenay de-
oislons, are unallowable.

(h) Costs of legal, accounting, and
oongultant services, and related ocosts,
inourred in connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in bhg
Federal award,

(1) Costs which msay be unallowable
under this geotion, inoluding direotly
agsociated oosts, must be segregated
and sccounted for separately. During
the pendenoy of eny prooeeding covered
by paragraphs (b) and () of this geo-
tion, the PFederal Government must
generally withhold payment of such
oosts. However, if in its best interests,
the Federal Government may provide

'
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for oonditional payment upon provision
of adequate gecuriby, or other adequate
agsurance, and agreement (o repay all
unallowable costs, plus intierest, if the
coste are subsequently determined to
be unallowable.

§75.486 Depreciation.

(a) Depreciation is the method for al-
Ioocating the oost of fixed assetis to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
vensated for the use of its bulldings,
oapibtal improvements, equipment, and
goftware projects capitalized In acoord-
ance with GAAP, provided that they
are used, needed in the non-Federal en-
tity’s activities, and properly allocated
to Federal awards. Such compensation
must e made by computing depreocia-
tion,

(b) The alocation for depreociation
musgt be made in acoordance with ap-
pendices I through IX.

(0) Depreciation is computed apply-
ing the following rules. The computba-
tion of depreciation must be based on
the acquisition cost of the asgets in-
volved. For an asset donated to the
non-Federal entity by a third party, its
fair market valne at the time of the do-
nation must be considered a8 the acqui- .
sition cost. Suoh agsets may be depre-
ciated or olaimed ag matohing but not
both. For the purpose of computing de-
proviation, the acquisition cost will ex-
clude:

(1) The oot of land;

(2) Any portion of the cost of build-
ings and equipment borme by or do-
nated by the Federal Government, ixre-
speotive of where title was originally
vented or where 1t is presently located;

(8) Any yportion of the cost of builld-
ings and equipment contributed by or
for the non-Federal entity, where law
or agreement prohibity recovery; and

(1) Any asset acqnired solely for the
performance of & non-Federal award.

() When oomputing depreciation
charges, the following must be ob-
served:

(1) The pericd of useful service or
useful life established in ench oase for
ugable ocapital asgets must take into
consideration such factors as type of
construction, nature of the equipment,
technologicel developments in the par-
tieular sares, historionl dats, and the
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renewel and replecement polioles fol-
lowed for the individual items or class-
es of agsets involved.

(2) The depreciation method used to
charge the cost of an asset (or group of
assets) to accounting periods must re-
flect the pattern of consumption of the
asset during its useful life. In the ab-
pence of clear evidence indicating that
the expected consumptbion of the asseb
will be significantly greater in the
early portiong tham in the later por-
tions of its usefnl 1ife, the straight-line
" method must be presumed {0 be the ap-
propriate method, Depreciation meth-
ods once used may nob be chenged un-
less approved in advance by the cog-
nizant agency. The depreciation meth-
ods used to caloulate the depreclation
amounts for indireot (F&A) rate pur-
poses must be the same methods used
by the non-Federal entity for 1ts finan-
clal statements,

(3) The entire bullding, including the
shell and all components, may be treat-
ed ag a single assget and depreciated
over a single useful life. A building
msy &ls0 be divided into multiple com-
ponents, Bach component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a bullding: building
shell (Including construotion and de-
pign costg), building services systems
(e.g., elevators, HVAO, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers, casework, fume hoods, cold
rooms and glaspware/waghers). In ex-
ceptional oages, a cogunizant agency
may esuthorize a non-Federal entity to
use more than these three groupings.
When a non-Federal enfity eleots tio de-
preciate its buildings by its compo-
nents, the game depreciation methods
must be uged for indirect (F&A) pur-
poses end finnnolal statements pur-
poses, as desoribed in paragraphs (G)(1)
and (2) of this seotion,

(4) No depreciation may be allowed
on any assets that have outlived their
depreciable lives.

(6) Where the depreoiation method is
introduced to replace the use allow-
ance method, depreciation must be
oomputed as if the asset had been de-
preciated over itg entire life (l.e., from
the date the asset was acquired and
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ready for use to the date of disposal or
withdrawal from service). The total
amount of use allowance and depreoia-
tion for an asset (including imputed de-
preciation applioable to veriods prior
to the conversion from the use allow-
ance method as well as depreciation
after the conversion) may not exceed
the total acquisition cost of the asmet.

(e) Charges for depreciation must be
supported by adequate property
records, and physical inventories must
be taken at least once every two years
to engure that the assets exist and are
usable, used, and needed. Statistical
sampling technigues may be used in
taldng these inventories, In addition,
adequate depreciation records showing
the amount of depreciation taken each
period mugt algo be maintained.

§%6/437 Employeo health and welfare
costs,

(&) Costs incurred in acgordance with
the non-Federal entity’'s dooumented
polioles for the improvemsent of work-
ing conditions, employer-employee re-
lations, employee health, and employee
performanoe are allowable,

(b) Such costs will be eguitably ap-
portioned to all activities of the mon-
Federal entity, Inoome generated from -
any of these activities will be credited
to the coet thereof unless such income
has been irrevocably sent to employee
welfare organizations.

(c) Losses resulbing from operating
food services ara allowable only if the
non-Federal entity's objeotive 1s to op-
erate such services on a break-even
basie. Losses sustained because of oper-
ating objectives other than the above
are allowable conly:

(1) Where the non-Federal entity can
degtonstmte unusual olreumstances;
an

(2) With the approval of the cog-
nizant agenoy for indirect costs.

§75.438 Entertainment costy,

Costs of entertainment, including
amugement, diversion, and social ac-
tivitles and any associated costz are
unallowable, except where specific
costs that might otherwise be consid-
ered entertainment have & pro-
grammatic purpose and are aubthorized
elther in the approved budget for the
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Federal award or with prior written ap-
proval of the HHS awarding agency.

§75.430 Egquipment and other capital
expenditures.

(a) Bee §76.2 for the definitions of
Capital expenditures, Equipment, Special
purpose eguipment, General purpose
equipment, Acquisition cost, and Capital
assets,

(b) 'The iollowing rules of allow-
ability must apply to equipment and
other capital expenditures:

(1) Ompital expenditures for general
purpose equipment, buildings, and land
are unallowable as direot charges, ex-
cept with the prior written approval of
the HHS awarding agency or pass-
through entity.

(2) Oapital expenditures for special
purpose equipment are allowable as dl-
raot costs, provided bhat items with a
wnit ocost of $5,000 or more have the
prior written approval of the HHE
awarding agenoy or pasg-through enti-

ty.

(8) Capital expenditures for Jmprove-
ments to land, bulldings, or equipment
which materially inorease their value
or ugeful life are unallowable as a di-
reoh cost exoept with the prier written
approval of the HHS awarding agenoy,
or pass-through entity, See §756.436 for
roles on the allowabillty of deprecia-
tion on bulldings, oapital improve-
ments, and equipment, See also §75.465.

(4) When approved as a direot charge
pursuant to paragraphs (b)(1) through
(3) of this seotion, capitnl expenditures
will be charged in the peried in which
the expenditure is inourred, or as oth-
erwige dotermined appropriate and ne-
gotiated with the HHS awarding agen-

oy.

y(ﬁ) The unamortized portion of any
equipment; written off as a result of &
change in oapitalization levels may be
recovered by continuing to clalm the
otherwise allowable depreciation on
the eguipment, or by amorbizing the
smount to be written off over a period
of years negotiated with the Federal
cognizant agency for indirect cost.

(6) Coat of equipment disposal. If the
non-Federal entity 1s instructed by the
HHS swarding agency to otherwise dis-
poge of or transfer the equipment the
oosts of such disposal or transfer are
allowable.

¢
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§75.440 Exchange rates.

() Cost increases for fluctuations in
exchange rates are allowable costs gub-
ject to the availlability of funding.
Prior approval of exchange rate flue-
tuations is required only when the
chenge resultd In the need for addi-
tionel Federal funding, or the in-
oreasod costs result in the need to sig-

"nifleantly roduce the soope of the

project, The HHS awearding agency
must however emsure that adequate
funds are avallable to cover currency
flnctuations in order to avold a viole-
tlon of the Anti-Defioiency Act.

(b) The non-Federal entity ig re-
quired to malke reviews of local our-
rency gains to determine the need for
additional federal funding before the
explration date of the PFederal award.
Subsequent adjustments for currenoy
inoreases meay be allowable only when
the non-Federal entity provides the
HHS awarding agency with adequate
pource dooumentation from a aom~
monly used source in effect at the time
the expense was made, and to the ex-
tent that sufficient Federal funds are
aveilable.

§76441 Fines, penslties, damages and

other settlementas, )

Costs resulting from non-Federal en-

tity violations of, alleged violations of,
or fellure to comply with, Federal,
state, tribal, local or forelgn laws and
regulations are unallowable, except
when incurred as a result of compli-
ence with specific provisions of the
Federal award, or with prior written
approval of the HHP awarding agenoy.
See also §75.486.

£75.442 Fund raising and investment
management costs,

(a) Costs of organized fund raising,

“including financial campalgns, endow-

ment drives, solioitation of gifts and
bequests, and similar expenses inourred
to raise capital or obtain contributions
are unallowable, Pynd raising costs for
the purposes of meeting the Federal
program objeotives are allowable with
prior written approval from the Fed-
eral awarding agency, Proposal costs
are covered in §756.460.

(b) Costs of investment counsel and
gtaff and slmilar expenses incurred to
enhance income from investments are
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unallowable except when assoolated
with investments ocovering pension,
pelf-insuranoe, or other funds which in~
clude Federal participation allowed by
this part,

(¢) Costs related to the physloal cus-
tody and control of monies and securi-
ties are allowable.

(d) Both allowable and unallowable
fund raising end investment activities
must be ellocated an appropriate share

" of indirect costs uunder the conditions
described in §76.413.

$76.448 Gaing and losses on disposi-
tion of depreciable assets.

(a) Gains and losses on the sale, re-
tirement, or other disposition of depre-
olable property must be included in the
year in which they occur es credits or
charges to the asset cost grouping(s) in
which the property was inoluded. The
amount of the gain or loss to be in-
cluded as a credit or charge to the ap-
propriate asset cost grouping(s) is the
difference hetween the amount realized
on the property and the undepreciated
basis of the properby.

(b) Gains and losses from the disposi-
tlon of depreciable property must not
be recognized as a seperate credil or
charge under the following conditions:

(1) 'The pgain or logs is processed
through & depreociation acoount and is
reflected in the depreciation allowable
under §§ 76,496 and 76.439,

(2) The property 1s given in exchange
as parti of the purchasge price of a simi-
lar item and the gain or loss is taken
into acoount in determining the depre-
olation cost bagis of the new item.

(8) A loss results from the faflure to
maintain permissible insurance, except
as otherwise provided in §76.447,

(4) Compensation for the use of the
property was provided through use al-
lowances in lieu of depreciation,

(5) Gailns and losses arising from
mags or extraordinary sales, retire-
ments, or other dispositions must be
oonsidered on & case-by-case basis,

(o) Gains or logses of any nature aris-
ing from the sale or oxchange of prop-
erty other than the property covered in
paragraph (a) of this section, e.g., land,
must be exoluded in compubing Federal
award costs.

(d) Whon assots acquired with Fed-
eral funds, in part or wholly, are dig-
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poged of, the distribution of the pro-
ogeds must be made In accordance with
§575.317 through 76.323. ’

§75.444 General costs of government.

(a) TFor states, looal governments,
and Indlan Tribes, the general costs of
government are unallowable (except s
provided in §76.474). Unallowable costs
inolude:

(1) 8alaries and expenses of the Office
of the Governor of a gtate or the chief
exeoutbive of a local government or the
chief exeocutlive of an Indian tribe;

(2) Salaries and other expenses of a
state legislaturxe, tribal oouncil, or
similar local governmental body, such
a8 g county supervigor, ¢ity council,
gchool board, ete., whether incurred for
purposes of legislation or executive di-
raction;

(8) Costs of the judicial branch of a
government;

(1) Qosts of progecutorial sotivities
unless treated ag a direct cost tio a spe-
oific program if aunthorized by statute
or regulation (however, this does not
preclude the allowability of other legal
activities of the Attorney (leneral as
dercribed in §75.436); and

(6) Costs of other general Gypes .of
government; gervices normally provided
to the general public, such as fire and -
police, unless provided for as e direct
giost under a program statute or regula-

on.

(b) For Indian tribes and Counolls of
Governments (COGs) (see §75.2 Local
government), up to 50% of salaries and
expenges directly attributable to man-
aging and operating Federal programs
by the ohief exeoubive and his or her
staff can be included in the indirect
giasb onloulation without documenta-

on,

§75.448 Goods or services for personal
use,

(a) Oosts of goods or services for per-
sonal nse of the non-Federal entity’s
employees are unsellowable regardless
of whether the oost is reported as tax-
able income to the employees.

(p) Oosts of housing (e.g., depreocia-
tion, maintenance, utilities, far-
nishings, rent), housing allowances and
personel living expenses are only al-
lowable as direot costs regardless of
whether reported as taxable income to
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the employess. In addition, to be allow-
able direct casts must be approved in
advance by an HHE awarding agenoy.

§75.i$48 Idle facilities and idle capac-
(a) As used in this secotion the fol-
lowing terms have the meanings geb
forth in this section:
(1) Faollities means land and build-

ings or any portion thereof, equipment

individually or oollectively, or any
other tangible oapital asset, wherever
located, and whether owned or leased
by the non-Federal entity.

(2) 1dle faoilities means completely
unused facilities that are excess to the
non-Federal entity's current needs.

(8) Idle oapacity meens the upmsed
capaeity of partially used facilities. It
js the difference between!

() That which a ifacility oould
achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting from time lost
for rapafrs, setups, unsatisfactory ma-
terals, and othexr normal delays and;

(11) The extent to which the faciliby
was aotnally used to meet demends
during the accounting period. A multi-
shift bagls should be uged if it can be
fhown that this amount of usage would
normally be expeoted for the type of fa-
cility invelved.

(4) Cost of idle faocllitles or idle ca-
pacity meang costs such as mainte-
nanoe, repeir, housing, rent, and other
related costs, e.g., lnsuranoce, interest,
and depreciation. These costs could in-
clude the costs of idle public safety
emergenoy facllities, telecommuni-
cations, or information technology gys-
tem capacity that is built to withstand
major fluctnatbions in load, eg., con-
golidated data centers,

(b) The costs of idle facilities are un-
allowable except to the extent that:

(1) They are necessary to meet work-
1oed requirements which may fluctuate
and are allocated appropriately to all
benefiting programs; or

(2) Although not neoesgary to meet
fluctuations in workload, they were
neoesgery when acquired and are now
idle becaurse of changes in program re-
guirements, efforts to achieve more sc-
onomical operations, reorgaenization,
termination, or other ocauges whioch
could not have been reasonably fore-
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seen. Under the exoeption stated In
this subsection, copts of 1dle facilities
are allowable for a reasonable psriod of
time, ordinarily not $0 exoeed one
year, depending on the initlative taken
:';o use, leage, or dispose of such facili-
o8,

(o) The costs of idle oepacity are nor-
mal oosts of doing business and are &
faotor in the normsl fluctuations of
ugage or indireot cost rates from period
to period. Such ocosts are allowable,
provided that the eapacity is reason-
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was originally resgongble and
is not subject to reduction or elimi-
nation by uge on other Federal awards,
sabletting, renting, or sale, in accord-
ance with gound business, economie, or
seourity praotices. Widespread idle ca-
pacity throughout en entire facility or
among a group of assets having sub-
gtantially the same function may he
oonsidered idle facilitios.

§76.447 Insurance and indemnmifica-
tion.
(a) Oosts of insurance required or ap-
proved end meintained, pursuvant to
the Federal award, are allowable,

{b) Costs of other inpurance in ocon~

nectlon with the general conduct of ac-
tivities are allowable subject to the
following limitations:

(1) Types and extent and cost of cov-
orage are in accordance with the non-
Federal entity’s policy and sound busi-
nesg practice,

(2) Oosts of Ingurance or of contribu-
tlons to any reserve covering the risk
of 1oss of, or damage to, Federal Gov-
ernment property are unsellowable ex-
oept to the extent that the HHS award-
ing agenoy has speocifically required or
approved such costs,

(3) Costy allowed for business inter-
ruption or other eimilar insuranoce
;nustz exclude coverage of memagement

ees.

(4) OContg of insurance on the lives of
trustees, officers, or other employees
bholding positiong of pimilar respon-
sibilitles ars allowable only to the ex-
tont that the ingurance represents ad-
ditional compensation (see §75.481).
The cost of such insurance when the
non-Federal enfity ig identified as the
beneficlary is nunallowabls.
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(6) Insurance against defeots. Costs of
insuranos with respect to any ¢osts in-
ourred to correct defects in the non-
Federal entity's materials or work-
manshilp are unallowable.

(6) Medical liability (malpractice) in-
surence. Medical liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal .research programs involve
human subjeots or training of partioi-
pants in research techniques. Medioal
liability insurance costs must be treat-
od as a direct cost and must be as-
pigned to individual projeocts based on
the manner in which the insurer allo-
ontes the risk to the population cov-
ered by the insurance,

(0) Actual losses which could have
been covered by permissible insurance
(through s self-insurance program or
otherwise) are unallowable, unless ex-
prossly provided for in the PFederal
awanrd, However, costs incurred because
of losges not covered under nominal de-
ductible insurance coverage provided
in keeping with sound menagement
practlos, and minor losses not coversd
by Ingurance, such as spoilage, brealk-
age, and disappenrance of small hand
tools, which ocour in the ordinary
course of operations, are allowable.

(d) Contributlons o a reserve for oer-
tain self-insurance programs including
workers' compensation, unemployment
compensation, and ssyerance pay are
allowable pubject to the following pro-
vislonsg:

(1) The type of coverage and the ex-
tent of coverage and the rates and pre-
miums wonld have been allowed had In-
surance (including reinsurance) besn
purchased to cover the risks, However,
provision for known or reasonably esti-
mated gelf-ingsured Habilities, which do
not become payable for more than one
year after the provision is made, must
not exceed the discounted present
value of the liability. The rate used for
discounting the Uability must be deter-
mined by giving consideration to such
factiors as the non-Federal entity’s set-
tlement rate for those liabilities and
its investment rate of return.

(2) Barnings or investment income on
reserves must be credited to those re-
BOTVOS,

(3)(1) Contributions to reserves must
be based on sound actuerial principles

using historical experience and reagon-
able agsamptions. Regerve leveld must
be analyzed and updated at least blen-
niplly for each major risk being in-
sured and take Into scoount any rein-
surance, coinsuranoce, ete. Reserve lev-
els related to employee-related cov-
erages will normally be limited Lo the
value of clalms: :

(A) Bubmitted and adjudicated but
not paid;

(B) Submitted but not sdjudicated;
and

(0) Inourred but not submitted,

(i) Regerve levels In excess of the
amounts based on the above must be
identified and justified in the cogt allo-
oation plan or indirect cost rate pro-
posal.

(4) Accounbing repords, actuarial
gtudies, and oost allooationsg (or bil-
lings) must recognize any significant
differences due to types of ingured risk
and logses generated by the various in-
sured actlvities or agencies of the non-
Pederal entity, If individual depart-
ments or agencies of the non-Federal
entity experience significantly dif-
ferent levels of cleims for a particular
risk, those differences are to be recog-
nized by the use of separate alloocations
or other techniques resulting in an eq-
uitable allocation,

() Whenever funds are transferred
from e self-Insurance reserve to other
aocounts (e.g., general fund or umnve-
strioted aoccount), refunds must be
made to the Federal Government for
its share of funds transferred, including
earned or imputed interest from the
date of transfer and debt interest, if ap-
plioable, chargeable in acoordance with
applioable Federal oognizant egency
for indireot cost, olaims oolleotion reg-
ulations,

(®) Ingurance refunds must be cred-
ited against Ingurance costs in the year
the refund i8 reocetved,

(f) Indemnification includes securing
the non-Federal entity against Habil-
ities to third persons and other losses
not compensated by Insurance or oth-
erwige, The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for in the Federal award, except
as provided in paragraph (c) of this sec-
tion,
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§75.448 Intellectual property.

(2) Putent costs, (1) The following
copts related to seouring patents and
oopyrights are allowable:

(1) Oosts of preparing disclosures, ve-
ports, and other doouments required by
the Pederal award, and of searching the
art to the extent necessary to make
such disolosures;

(i1) Costs of preparing documents and
any other patent costs in connection
with the filing and prosscution of a
United States patent application where
#itle or royalty-free lcense is required
by the Federal Government to be oon-
veyed to the Federal Government; and

(111) Gleneral counseling services re-
lating to patent and copyright matters,
such ag advice on patent and copyright
laws, regulations, olauses, end em-
ployeo intellectual property agree-
ments (See algo §76.464).

(2) 'The following costs-related to se-
ouring patents and copyrights are unal-
lowable:

(i) Costs of preparing disclosures, re-
ports, and other documents, and of
gearching the art to make disclosures
10t reguired by the Pederal award;

(11) Oosts in conneotion with Iiling
and prosecuting eny foreign patent ap-
plication, or any United States patent
applioation, where the Federal award
does not require conveylng title or a
royalty-free locense to the Federal
Government,

(b) Royalties and other costs for use of
putents and copyrights. (1) Royalties on
s, patent or copyright or amortization
of the cost of acquiring by purchase &
copyright, patent, or rights therato,
necessary for the proper performence
of the Fedoral award are allowable un-
lens:

(1) The Federal Government already
has 8 license or the right tio free uge of
the patent or copyright,

(i) The patent or copyright has been
adjudicated to be invalld, or hag been
adminigtratively determined to be in-
valld,

(1ii) The patent or copyright is con-
sldered to be nnenforceable.

(lv) The patent or copyright Is ex-
pired,

(2) 8pecia) oare should be exeroised in
determining resgonsbleness where the
royalties may have been arrived b as a

’
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resulti of less-than-arm’s-length har-
galning, such ag:

(1) Royalties pald to persons, includ-
ing oorporations, affiliated with the
non-Federal entity.

(ii) Royalties paid to unaffillated
parties, including oorporations, under
an agreement entered into in con-
templation that a Federal award would
be made.

(111) Royalties pald under an agree-
ment entered into after a Federal
award is made to o non-Federal entity.

(8) In any case inhvolving & patent or
copyright formerly owned by the non-
Federal entity, the amount of royelty

‘allowed must not excesd the cost whioch

would have been allowed had the non-
Federal entity retained title there.

§76.449 Intevest,

{n) General. Costs incurred for inter-
et on borrowed capital, temporary use
of endowment funds, or the uss of the
non-Federa]l entity’s own funds, how-
over represented, are unallowable, Pi-
nancing costs (Including interest) to
scquire, construct, or replace caplital
assets are allowable, subject to the
conditions in this gection,

(b)1) Oapital assets are defined in
§76.2 Cuapital assets. An asget oost in-
oludes (as applicable) acquigition costs,
oonstruotion ocosts, and other costs
oapitalized in acoordance with GAAP,

(2) For non-Federal enbiby fisoal
years heginning on or after January 1,
2016, intangible agsets include patents
and ocomputer sofbware. For software
development projects, only interest at-
tribntable to the portion of the project
costs capitalized in accordance with
GAAP 15 allowable,

(0) Conditions for all non-Federal enll-
ties. (1) The non-Federal entity uses the
capital assets in support of Federal
awards;

(2) The allowable asset costs to ao-
gquire faocilities and eguipment are lim-
ited to a fair market value available to
the non-Federal entity from an unre-
lated (arm’s length) third party.

(8) The non-Federal entity obtains
the financing via an arm’s-length
transaction (that is, a transaction with
an uarelated third party); or claims re-
imbursement; of sctual interest cost ab
& rate available via such a transaction.
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(4 'The non-Federal entity limits
claims for Federal reimburgement of
intorest costs to the least expensive al-
ternative. For example, s capital lease
may be determined less oostly than
purchaging through debt finencing, in
which oase reimbursement must be
limited to the amount of interest de-
termined if leasing had boen used.

(6) 'The non-Federal entity expenses
or capitalizes allowable interest cost in
ncoordance with GAAP,

(6) Darnings generated by the invest-
ment of borrowed funds pending their
disbursement for the agset costs are
used to offset the current period’s al-
lowable interest cost, whether that
cost: is expensed or oapitalized. Harn-
ings subject to being reported to the
Federal Internal Revenue Service
under arbitrage requirements are ex-
oludable.

() The -following conditions must
epply to debt arrangements over $1
milifon to purchase or construot facili-
ties, unless the non-Federal entity
makes an initlal equity contribution to
the purchase of 26 percent or morg, For
this purpose, “initial equity contribu-
tlon” means the amount or value of
ocontributions made by the non-Federal
entity for the aoquisition of facilities
prior to oocupancy.

(i) The non-Federal entity must re-
ducs olalms for reimbursement of in-
terest oost by an amount equal to im-
pubed interest earnings on exocess cagh
flow attributable to the portion of the
facility used for Federal awards,

(11) The non-Federal entity must im-
pute interest on excess cash flow as fol-
lows:

(A) Annusally, the non-Federal entity
must prepsre a ocumulative (from the
inception of the projeot) report of
monthly cash inflows and outflows, re-
gardless of the funding gource, For this
purpose, inflows congist of Federal re-
imburgement for depreciation, amorti-
zation of capitalized oonstruction in-
terest, and annusl interest cost. Out-
flows congist: of initial equity contribu-
tlons, debt principal payments (less the
pro-rats ghare attributable to the cost
of land), and interest payments.

(B) To compute monthly cash inflows
and outflows, the non-Pederal entity
must divide the annual amounts deter-
mined in step (1) by the number of
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months in the year (usually 12) that
the building is in gervice.

(0) For any month in which onmu-
lative cash inflows exceed cumulative
outflows, interest must be calonlated
on the exocess inflows for that month
and be treated as a reduotion to allow-
able interest oost, The rate of interest
to be used must be the tHhree-month
Trensury bill closing rate as of the lagt
business dey of that month,

(8) Interest attributiable to a fully de-
precinted asset is unsllowable.

(d¢) Additional conditioms for states,
looal governments and Indian tribes.
For costs to be alloweble, the non-Fed-
oral entity must have inocurred the in-
terest costs for buildings after October
1, 1980, or for land and eguipment after
September 1, 1995, .

(1) The requirement to offsot Interest
earned on borrowed funde against cur-
rent allowable interest cost (paragraph
(0)(5) of this section) also applies to
earnings on debt service reserve funds,

(2) The non-Federal entity will nego-
tiate the amount of allowable interegt
costi-related to the acquisition of facili-
tles with asget costs of $1 million or
more, as outlined in paragreph (e)(7) of
this seotion. For this purpose, a non-
Federal entity must congider only onsh
inflows and outflows attributable to
that portdon of the real property used
for Federal awards.

(e) Additional conditioms for IHEs,
TFor costs to be allowable, the THE
must have inourred the interest costs
after September 28, 1882, in connection
with acquisitions of capital assets that
ocourred after that date, .

(f) Additional condition for nonprofit
organizations. For costs to be allow-
able, the nonprofit organizetion in-
ourred the interest costs after Bep-
tember 29, 1995, in oconneotion with ac-
quipitions of capital assets that oo-
omrred after that dabe.

(z) The interest allowability provi-
slong of thig seotion do not apply to a
nonprofit organization subject to “full
ooverage” under the Uost Accounting
Standards (OAB), as defined at 48 OFR
8803.201-2(2). The non-Federal entity’s
Federal awards are instead subject to
CAB 414 (48 OFR 9904.414), and OAS 417
(48 OFR 9904,417),
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§75.460 Lobbying,

(2) 'The cost of certain influencing ac-
tivities assoclated with obtaining
grants, contracts, cooperative agree-
ments, or loand is an unallowable cost.
Lobbying with vespect bLo certain
grants, oontracts, cooperative agree-
ments, and loans i8 governed by rel-
svant statutes, including among oth-
ers, the provigions of 81 U.8,0. 1852, as
well as the common rule, “New Re-
strictions on Lobbying’ published at 55
FR 6786 (February 28, 1980), including
definitiong, and the Office of Menage-
ment and Budget ‘‘Government-wide
Guidance for New Restrictions on Lob-
bying” and notices published at 64 FR
52308 (December 20, 1089), b5 FR. 24640
(June 18, 1980), 67 FR 1772 (January 18,
1992), and 61 FR 1412 (January 19, 1996).

(b) Evecutive lobbying costs. Oosts in-
curred in attempting to improperly in-
fluence either directly or indirectly, an
employee or officer of the execubive
branch of the Federal Government to
give consideration or to aot rogarding a
Federsl award or a regulatory mabter
are unellowable. Improper influence
means any influence that induces or
tends to induoe a Federsl employee or
officer to give oonsideration or to act
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter. -

(¢) In addition to the above, the fol-
lowing restrictions ave applicabls to
nonproflt organizations and IHEs:

(1) Oosts assoolated with the fol-
lowing activities are unallowable:

(1) Attempts to influence the oub-
comes of any Pederal, state, or looanl
eleotion, referendum, initlative, or
similar prooedurs, thromgh in-kind or
onsh contributions, endorgements, pub-
liolty, or similar activity;

(1) Establishing, administering, con-
tributing to, or paying the expenses of
a politioal party, campaign, politioal
action committee, or other organiza-
tion established for the purpose of in-
fluencing the outcomes of elections in
the United States;

(iil) Any attempt to influence:

(A) The introduction of Federal or
ptate legislation;

(B) The enactment or modification of
any vending Pederal or state legisla-
tlon through communiontion with any
member or employee of the Congress or

'

45 CFR Sublitle A (10-1-15 Edifion)

state legislature (including efforts to
influence state or local officlals to en-
gage in similar lobbying activity):

{0) The enactment or modification of
any pending Federal or state legisla-
tlon by preparing, distributing, or
uging publioity or propaganda, or by
urging members of the general publlo,
or any segment thereof, to ‘contribubte
to or participate In any mess dem-
ongtration, march, rally, fund raising
drive, lobbying ocsmpalgn or letter
writing or tslephone oampsign; or

(D) Any government official or em-
ployee in connection with u deoision to
sign or veto enrolled legislation;

(v) Legislatlve liaison activities, in-
cluding attendance at leglslative sep-
slong or committee hearings, gathering
information regarding legislation, and
analyzing the effect of legislation,
when such activities are carried on in
fapport of or in knowing preparation
for an effort to engage in unallowabls
lobbying,

(2) The following activities are ex-
oepted from the coverage of paragraph
(0)(1) of thig sention;

(1) ‘Technical and factual presen-
tations on Loples directly related to
the performance of a grant, contraot,
or other agreement (through hearing
testimony, statements, or letters to
the Congress or a ptate legislature, or
gubdivision, member, or cognizant staff
member thereof), in repponge to a doou-
mented request (Including a Oongres-
sional Record notice requesting tepti-
mony or ptatements for the record at o
regularly scheduled hearing) made by
the non-Federal entity’'s member of
congreps, legislative body or a subdivi-
sion, or a cognizant staff member
thereof, provided suoh informetion ls
readily obtainable and can bhe readily
pub 1n delverable form, and further
provided that costs under this seotion
for travel, lodging or meals are uwnal-
lowable unless Inoutred to offer testi-
mony &b a regularly scheduled Congres-
sional hearing purguant to s written
request for #uch presentation made by
the Cheirman or Ranking Minoriby
Member of the Committee or Sub-
committee conducting such hearings;

(i) Any lobbying made unallowable
by paragraph (c)(1)(iil) of thiz peotion
to influence state legislation in order
to divectly reduce the cost, or to avold
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material impairment of the non-Fed-
eral entiity's authority to perform the
grant, contract, or other agreement; or

(1ii) Any activity specifically author-
iged by dtatute to be undertaken with
funds from the Federal award.

@iv) Any aotivity excepted from the
definitions of ‘lobbying” or *“influ-
encing legislation” by the Internmal
Revenue Code provisions thabt require
nonprofit organizations to limit their
participation in direct and ‘“grass
roots" lobbying activities in order to
retain thelr charitable deduction sta-
tus and avoid punitive excise taxes,
TRO seos.501(c)(8), 601(h), 4911(a), includ-

ng:

(A) Nonpartisan anelysis, study, or
regearch reports;

@) Examinations and digoussions of
broad sooial, economic, and similar
problems; and

(0) Information provided upon re-
quest by a legislator for Leochnical ad-
vice and assistance, as defined by IRC
gec, 4911¢d)}2) and 26 OFR 56.4911-
2(0)(1)-(0)(3).

(v) When » non-Federal entity sesks
relmbursement for indirect (F'&A)
oosts, total lobbying costs must be sep-
arately 1dentified in the indirect (F&A)
cost rate proposel, and thereafier
treated as other unallowable activity
costs in accordance with the drooe-
dures of §75.418.

(vl) The non-Federal entity must suk-
mit ag part of it8 annual indireot
(F&A) cost rate proposal e certificetion
that the requirements and standards of
this peotion have besn combdlied with,
(Seo also §75.415,)

(vit)(A) Time logs, calendars, or simi-
lar records are not required to be cre-
ated for purposes of complylng with
the record keeping requirements in
§75.802 with respect to lobbying costs
during any particular calendar month
when:

(1) The embloyee engages in lobbying
(a8 defined in paragraphs (c)(1) end
(c)(2) of this geotion) 26 percent or less
of the employee’s compensated houra of
employment during that oalendar
month; and )

(2) Within the preceding five-year pe-
riod, the non-Federal entity has not
materially misstated allowable or un-
allowable costs of any nature, includ-
ing legislative lobbying costs.

§75.452

(B) When conditions in paragraph
©)XDVI(AXD) and (2) of this ssotion
are met, non-Federal entities are not
reguired to establish records to support
the allowability of claimed costs in ad-
ditlon to records alrpady required or
maintained. Algo, when conditions in
yaragraphs (0)(2)(vil)(A)1) and (2) of
this seotion are met, the absence of
time logs, calendars, or similar records
will not sexve as a basls for disellowing
costs by oontesting estimates of lob-
bying time spent by employees during
a ocalendar month,

(viil) The HHS awarding agency must
establish procedures for resolving in
advence, in copsultation with OMB,
any mlgnificant questions or disagree-
ments concerning the interpretation or
application of this section, Any such
advance yesolutions must bs binding in
any subssguent settlements, audits, or
investigations with respect to that
grant or contraoct for purposes of inter-
protation of this part, provided, how-
evor, that this must not be conptrued
to prevent a contractor or non-Federal
entity from contesting the lawinlness
of such a determination.

§76.451 Losses on other awards or
contracts.

Any excess of oosts over income
under any other award or contract of
any nabure is unallowable. This in-
cludes, but i# not limited to, the non-
Federal entiby’s contributed portion by
renson of cost-sharing agreements or
any under-recoveries through negotia-
tion of flat amounts for indirect (F&A)
costs. Also, any excess of coats over an-
thorized funding 1levels transferred
from any award or coutract to another
award or contract is unallowable, All
losges are not allowable indirect (I&A)
costs and are required to bs included in
the appropriate indireot cost rate base
for allocation of indirect cosbs.

§75.452 Maintenance and repair costs,

Costs Inourred for utilities, insur-
ance, seourity, neocessary maintenance,
Janttorial gervioss, repair, or upkesp of
bulldings and equipment (including
Federal property unless otherwiss pro-
vided for) which neither add to the per-
manent value of the property nor ap-
preciably prolong its intended life, but
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keep 1t in an efficient operating condi-
tion, are allowable. Costs inourred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreclably prolong their in-
tended life must be treated as capital
expenditures (see §75.439). Thepe costs
are only allowable to the extent not
peid through rental or other agree-
ments.

875,458 Materials and supplies costs,
including costs of computing de-
vices.

(a) Costs incurred for materials, sup-
plies, and fabrioated parts necessary to
carry out a Federal award are allow-
able,

(b) Purchased materials and supplies
must be charged at their actual prices,
net of applicable oredits. Withdrawals
from general stores or gtookrooms
must be charged at their actusl net
cost under any recoghized method of
pricing inventory withdrawals, congigt-
ontly appled, Incoming transportation
charges are a proper part of materials
and supplies costs,

(e) Materialy and pupplies used for
the performance of a Federal award
may be charged as direct costs. In the
specific case of ocomputing devices,
charging as dirsct oosts is allowable for
devices that are essential and allo-
cable, but not solely dedioated, to the
performance of & Federal award.

(d) Where federally-donated or fur-
nished matberinls are used in per-
forming the Federal award, such mate-
rials will be used without charge.

§%76.464 Memberships, = pubscrlpﬁom,
and professional activity costs.

(a) Costa of the non-Federal entity's
membership in business, technical, and
professional organizations are allow-
able.

(b) Costs of the non-Federal entity’s
subgoriptions to business, professional,
and technical periodicals are allowable,

(o) Costs of memberghip in any civic
or community organization are allow-
able with prior approval by the HHS
awarding agency or pasg-through enti-
ty.
(d) Costs of membership in any coun-
try club or social or dining club or or-
ganization ere unallowable.
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(e) Costs of embership in organiza-
tlons whose primary purpose is lob-
bying are unallowabls. See also §75.450.

§'76.466 Organization costs,

Costs such as incorporation fees, bro-
kors® fees, feps to promoters, organizers
or menagement consultants, attorneys,
accountants, or inmvestment -counselor,
whether or not employees of the mon-
Federal entity in conneotion with es-
tablishment or reorganization of an ox-
ganization, are unallowable except
with prior approval of the HHS award-
ing agenocy,

§75456 Participant support costs.

Participant support costs are defined
in §76.2. Participant support costs are
allowable with the prior approval of
the HHS awarding agency.

§'76.4657 Plant and security costs,

Necesgary and reasonable expensges
incurred for pratection and ssourity of
facilities, personnel, and worlk produots
are allowable. Such costs include, but
are not limited to, wages and uniforms
of personnel engaged in seourlty aotivi-
tden; equipment; barriers: protective
{(non-military) gear, devioes, and equip-
ment; contractual geourity services;
and oconsultants, Capital expenditures
for plant security purposes are subject
to §75.488,

§75.468 Pre-award costs.

Pre-award costs are thoge inourred
prior to the effective date of the Fed-
eral award diveotly pursuant tio the ne-
gotiation and in anticipation of the
Tedernl award whera such costs are
necessary for efficlent and timely per-
formance of the soope of work, Buch
costs are allowable only to the extent
that they would heve heen allowable if
inourred witer the date of the Federal
award and only with the written ap-
proval of the HHS awarding agency,

876469 Professional services costs,

(a) Oosts of professional and consult-
anti gervices rendered by persons who
are members of a particular profession
or possess & special skill, and who are
not officers or employses of the non-

. Federal entity, are allowable, subject

to paragraphs (b) and (¢) of thig seotion
when reasonable in relation to the
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gorvioes rendered and when not contin-
gent upon reoovery of the ocogis from
the Federal (Government., In addition,
legal and related services are Mmited
under §75.485.

(b) In determining the allowability of
costs in a perticular case, no single fac-
tor or any special combination of fac-
torg 1s necessarlly determinative, How-
ever, the following factors are relevant::

(1) The nature and scope of the serv-
ige rendered in relation to the service
requirad.

(2) The necessity of contracting for
the service, considering the non-Fed-
eral entity's oapabllity in the par-
tlcular area.

(8) The past pattern of such costs,
partioularly in the years prior to Fed-
eral awards.

(4) The impact of Federal awards on
the non-Federal entity’s business (i.e.,
whet new problems have arisen),

(6) Whether the proportion of Federal
work to the non-Federal entity's total
business is such as to influence the
non-Federal entity in favor of inour-
ring the cost, particularly where the
pervices rendered are not of a con-
tinuing nature and have little relation-
ghip to work under Federal awards.

(6) Whether the service oan be per-
formod mmore esonomiocally by direct
employment rether than contracting.

() The qualifications of the indi-
vidual or concern rendering the service
and the customary fees charged, espe-
olally on non-federally funded aotivi-
tles,

(@) Adequaoy of the ocontractual
agreement for the servioe (e.g., desorip-
tion of the service, estimate of time re-
quived, rate of compensation, and ter-
mination provisions).

{c) In addition to the factors in para-
graph (b) of this geotion, to be allow-
able, retainer fees must be supported
by evidence of bona fide services avail-
able or rendered. .

$75.460 Proposal costs,

Proposal costs are the costs of pre-
paring bids, proposals, or apploations
oh potential Federal and non-Federal
awards or projeots, including the devel-
opment of date necessary to support
the non-Federal entity’s bids or pro-
posals, Proposal costs of the ourrent
sccounting period of both sucoessful

§75.463

and unsuccessful bids and proposals
hormally should be treated as indirect
(F&A) costs and allocated ourrently to
all activities of the non-Federal entity.
No proposal costs of past acoounting
periods will be allocable to the current
period,

§75.461 Publication
cosits,

(a) Publication ocostsg for eleotronic
and print medla, including distribu-
tion, promotion, and general handling
are allowable. If these costs are not
identifiable with a particular cost ob-
Jectilve, they should be allocated as in-
direct costs tio all henefiting activitios
of the non-Federal entity.

(b) Page charges for professional
journal publications are allowable
where:

(1) The publications report work sup-
ported by the Federal Government; and

(2) The charges are levied impartially
on all items published by the journal,
whether or not under a Federal award,

(6) The non-Federal entlty may
charge the Federal award before olose-
out for the costs of publication as pre-
soribed in paragraphs (a) or (b) of this
sectlon or sharing of research results if
the costs are not inourred éuring the
period of performance of the Iederal
award. '

and . printing

§75.462 Rearrangement and reconver-
sion costs,

(a) Oosts incurred for ordinary and
normal rearrangement and alteration
of facilities are allowable ag indirect
costs. Special arrangements and alter-
ations costs inocurred specifically for g
Federal award are allowable as a direct
oost with the prior approval of the HHS .
awarding agency or pass-through enti-

(b) Cogts incurred in the restoration
or rehabilitation of the non-Federal en-
tity’s faollities to approximately the
same oondition existing immediately
prior to ocommencement of Federal
awards, less ocopts related to normal
wear and tear, are allowable,

§75.463 Recruiting costs,

(a) Subject to paragraphs (b) and (¢)
of this section, and provided that the
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alze of the staff recruited and main-
tained is in keeping with workload re-
quirements, costs of *“help wanted” ad-
vertising, operating costs of an em-
ployment office necessary to seoure
and maintain an adequate staif, costs
of operating an apbitude and edu-
catlonsl testing program, travel costs
of employees while engaged in recruit-
ing personmel, travel ocosts of appli-
cants for interviews for prospectlve
employment, and relooation oosts in-
ourred inoldent to recruitment of new
employees, are allowable to the extent
that such cogts are incurred pursuant
to the non-Federal entity's standard
reoruitment program. Where the non-
Federal entity uses employment agen-
oles, oosts mot In excess of standard
commeroial rates for such services are
allowable.

(b) Special emoluments, fringe bene-
fits, and salary allowances incurred to
abtract professional personnel that do
not meet the test of reagonablensss or
do not oonform with the established
practices of the non-Federal entity, are
unallowable,

(¢) Where relooation oosts incurred
incident to recruitment of a new em-
ployee have been funded in whole or in
part to a Pederal award, and the newly
hired employee ropigns for reasgons
within the employee’s control within 12
months after hire, the non-Federal en-
tity will be required to refund or oredly
the Federal share of such relocation
costs to the Federal Government, See
algo §76.464.

(@) Short-term, travel visa costs (as
opposed to longer-term, immigration
visas) are generally allowable expenses
that may be proposed as a direct cout.
gince ghort-term visas are lasued for a
specific period and purpose, they can be
clearly identified as direotly connected
t0 work performed on & Federal award.
For these costs to e direotly charged
to o Pederal award, they must: '

(1) Be oritloal and nevessary for the
conduct of the projeot;

(2) Be allowable under the applicable
oogt principles;

(3) Bo consistent with the non-Fed-
eral entity's cost accounting practices
and non-Federal entity policy; and

(4) Meet the definition of “direct
oost” ap described in the applicable
oost prinoiples.

'
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§75.464 Relocation costs of employees,

(a) Relooatlon oosts are costs incl-
dent $0 the permanent change of duty
assignment (for an indefinite period or
for a gtated period of not less than 12
monthe) of an existing empioyee or
upon reoruitment of a new employee,
Reloocation costs are allowahle, subject
to the limitations desoribed in para-
graphs (1), (), and (d) of this section,
provided that:

(1) 'The move ig for the benefit of the
employer.

(2) Reimbursement to the employee
is in accordance with an establighed
written policy consistently followsd by
the employer.

(8) The reimburgement does not ex-
oeed the employee’s actual (or reagon-
ably estimated) expenses.

() Allowable relocation costs for
ocurrent employees are limited (o the
following;

(1) The costs of transportation of the
employee, members of his or her irnme-
dlate family and his household, amd
personal effects to the new location.

(2) The costs of finding s new homs,
suoh as advanoce trips by employees and
spouses to looate living quarters and
temporary lodging during the transi-
tion period, up to maximum period of
30 calendax days. :

(3) Olosing costs, such ag brokerage,
legal, and appraisal fees, incident to
the dispomition of the employee's
former home. These oosts, together
with those described in (1), are limited
tio 8 per cent of the sales price of the
omployee’s former home.

(4) The continuing costs of ownership
(for up to six months) of the vacent
former home after the settlement or
leape date of the employee's new per-

.manent home, such a8 maintenance of

buildings and grounds (exclusive of fix-
ing-up expensss), utilltics, taxes, and
property insuranoe,

(5) Other necessary and reasonable
expenses normally incident to relooa-
tion, such as the costa of canceling an
unexpired lease, transportation of per-
sonal property, and purchasing insur-
ance against loss of or damages to per-
sonal property, The cost of canceling
an unexpired lease is Umited o three
times the monthly rental.
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(¢) Allowable relocation costs for new
employees are limited to those de-
geribed in paragraphs (b)(1) and (2) of
this seotion, When relocation costa in-
ocurred inoldent to the recruitment of
new employees have been charged to a
Federal award and the employee re-
slgns for reasons within the employee’s
oontrol within 12 months after hire,
the non-Federal entity must refund or
credit the Federal Government for its
ghare of the oost. However, the costs of
travel to an overseas looation must be
oongidered travel costg in accordance
with §75.474, and not §75.464, for the
purpose of this paragraph if dependents
are not permitted ab the looation for
any reason and the costs do not include
costy of transporting household goods.

(d) The following costs related to re-
location are nnallowable:

(1) Fees and other costs assooiated
with soquiring a new home.

(2) A loss on the sale of a formeyr
home.

(3) Continuing mortgage principsl
and interest payments on a homse being
sold.

(4) Income taxes paid by an employes
related to relmburged relooation costs.

§75465 Rental costs of real properiy
and equipment,

(a) Subjeot to the limitations de-
geribed in paragraphe (b) and (o) of this
section, rental costd are ellowable Go
the extent that the rates are reason-
able in light of such factors as: Rental
oosts of comparable property, if any;
merket conditions in the aren; alter.
natives avallagble; and the type, life ex-
pectancy, condition, and value of the
property lensed, Rental arrangornents
ghonld be reviewed periodionlly to de-
termine 1f oiroumstances have changed
and other options ars available,

(b) Rental cogts under “sale and lease
back” arrangements are allowable only
up to the amount that would be al-
lowed had the non-Federal entity con-
tinued to own the property. This
amount would include expenses puch ag
depreciation, meintenance, taxes, and
insuranoce.

(c) Rental costy under “leps-than-
arm’s-length'’ leages are allowable only
up to the amount (a8 explained in para-
graph (b) of this gection), For this pur-
pose, s less-than-arm's-length lease is

§75.465

one under which one party to the lease
agresment 1s able to control or sub-
stantially influence the actions of the
other, Suoh leases include, but are not
limited to those between:

, (1) Divigions of the non-Federal enti-

Vi

(2) The non-Federal entity under
common control through common offi-
cers, direotors, or members; and

(8) The non-Federal entity and a di-
reotor, trustes, officer, or key em-
ployee of the non-Federal entity or an
immediate family member, either di-
reotly or throwugh corporations, trusts,
or similer arrangements in which they
hold a controlling interest. For exam-
ple, the non-Federal entity may estab-
lish a separate corporation for the sole
purpose of owning property and leasing
it back to the non-Federal entity.

(1) Femily members include one
party with any of the following rela-
tionships to another party:

(1) Spouss, and parents thereof;

(i1) Ohildren, and spouses thereof;

(ii1) Parents, and spouses thereof;

(iv) Siblings, and spouses theraof;

(v) Grandperents and grandchildren,
and spouses thereof;

(vi) Domestic partner and parents
thersof, inoluding domestic partners of
any individual in 2 through 6 of this
definition; and

(vil) Any individual related by blood
or affinity whogpe close assoolation with
the employee ig the eguivalent of a
family relationghip.

(5) Rential oosts under leages which
are required to be treated us oapital
leases under GAAP are allowable only
up 6o the' amount (a8 explalned in para-
graph (b) of thig seotion) that would be
allowed had the non-Federal entity
purchased the property on the date the
lease agresment wag exeonted. The pro-

- visions of GAAP musgt be used to deter-

mine whether a leass i8 a capital lease.
Interest costs related to capital leases
are allowable to the extent they meet
the oriterie in §76.449. Unellowable
costs include amounts psid for profit,
menagement fees, and taxes that wounld
not have been incurred had the non-
Fedoral entity purchased the property.

(6) The rental of any property owned
by eny individuals or entities affiliated
with the non-Federal entity, to include
commercial or residential real estate,
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for purposes-such as the home offics
workspace 18 unallowable,

§765.466 Scholavships and student nid
costs.

(a) Costs of scholarghips, fellowships,
and other programs of student pld at
1HRs are silowable only when the pur-
pose of the Federal awaxd Is to provide
training to selected participants and
the charge is approved by the HHE
awarding agency. However, tuition re-
misgion and other forms of compensa-
tion paid as, or in Heu of, wages to stu-
dents performing necessary work are
allowable provided that:

(1) The individual is conducting ac-
tivities necessary to the Federal
award; :

(2) Tuition remission and other sup-
port are provided in accordance with
established policy of the THE and con-
piatently provided in a like manner to
pbudents in return for stmilar activities
oonducted under Pederal awards as
well ag other activities; and

(3) During the academilo period, the
student is enrolled in an advanced de-
gros program at a non-Federal entity
or affiliated institution and the activi-
ties of the student in relation to the
F¥ederal award are related to the degres
Program;

(4) The tuition or other payments are
ressonable compensation for the work
performed aud are conditioned explic-
itly upon the performance of necessary
work; and

(5) It 1 the IHE's practice to simi-
larly compensate students under Fed-
oral pwards as well as other aotivities.

(b) Uharges for tuition remission and
other forms of compensation paid to
students as, or in lieu of, salaries and
wages must be subject to the reporting
requirements in §76.430, and must be
treated ag direct or indirect cost in ac-
cordance with the anotual work being
performed. Tultion remission may be
charged on an average rate basis, See
also §76.481,

$75.467 Selling and markefing costs.

Costs of selling and marketing any
producta or services of the non-Federal
entity (unless allowed under §16.421)
are unallowable, except as direct costs,
with prior approval by the HHS award-
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ing agency when necesgsary for the per-
formance of the Federal award.

§76.468 Bpecialized service facilities,

() The costa of gervices provided by
highly complex or 8pecialized facilibies
operatied by the non-Federal entiby,
such ag computbing facilitles, wind tun-
nels, and reactors are allowable, pro-
vided the charges for the services meet
the conditions of either paragraphs (b)
or (¢) of thig meotion, and, in addition,
take into account any items of income
or Tederal financing that qualify as ap-
plicable oredits under §75.408, '

(b) The costs of such gervices, when
material, must be charged directly to
applicable awards haged on actual

usage of the services on the basis of &~

schedule of rates or established meth-
odology that:

(1) Does not; disoriminate between a.0-
tivities under Federal awards and other
activities of the non-Federal entity, in-
oluding usage by the non-Federal enti-
ty for internal purpoges, and

(2) Is designed to recover only the ag-
gregate coste of the services. The costs
of each serviee must congist normaelly
of both its direct costs and its allocable
ghare of all indireot (F&A) costs, Rates

musgt be adjusted at least biennlaelly, -

and mugt tale Into conslderation over/
under appled costs of the previous pe-
riod(s),

(o) Where the oosts incurred for a
service are not material, they may be
allooated ag indireot (F'&A) costs.

(1) Under some extraordinary cir-
cumstances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
tornative ¢opting arrangements, such
arrangements may be worled out with
the Federal cognlzant agency for indi-
reot oosts,

§%75.469 Student activity costs.

Costs inourred for intremurel aobivi-
ties, stuwdent publications, student
clubs, and other student notivities, are
ungllowable, unless specifically pro-
vided for in the Federal award,

§75470 Taxes (inchuding Value Added
'ax),

(a) For gtates, looal governments and
Indian tribes:
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(1) Taxes that a govermmentsal unit ig
legally required to pay are alloweble,
except for self-aspessed taxes that dis-
proportionately affeot Federal pro-
gramsg or changes 1n tax policies that
disproportionately affeot Federal pro-
grams.

(2) Gasoline taxes, motor vehiocle
fees, and other taxes that are in effect
user fees for bonefite provided to the
Federal Government are allowable.

(8) This provision does not restrict
the authority of the HHRE awarding
agenoy to identify taxes where Federal
partiolpation is ineppropriate. Where
the ldentification of the amount of un-
allowable taxes would require an inor-
dinate amount of efforti, the cognizant
agency for indirect cosis May accept a
raasonable approxdmadtion thereof,

(b) For nonprofit organizations and
THHEs:

1) In general, taxes which the non-
Federal entity is required to pay and
which are pald or accrmed in aocord-
anoe with GAAP, and payments made
to local governments in liew of taxes
which are commensurate with the local
government services recelved are al-
lowable, except for:

() Taxes from which exemptions are
avallable to the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion afforded the Federal Giovernment:
and, in the latter case, when the HHS
awarding agency mskes available the
neoensary exemption cerbtifioates,

(1) Speocial assepsments on land
which repregent capital improverents,
and : :

(1i1) Federal income taxes,

(2) Any refund of taxes, and any pay-
ment to the non-Federal entity of in-
terest: thereon, which were allowed as
Tederal award costs, will be oredited
either as a cost reduction or cash re-
fund, as appropriate, to the Pederal
Government., However, any interest ac-
tually paid or oredited to an non-Fed-
eral entity ineident to a refund of tax,
interest, and penalty will be paid or
oredited to the Federal Government
only to the extent that sguch interest
acorued over the period during which
the non-Federal entity hes been reim-
pursed by the Federal Government for
the taxos, interest, and penalties,

§75.471

(o) Value Added Tax (VAT) Foreign
taxes charged for the purchage of goods
or services that a non-Federal entity is
legally required to pay in country is an
allowable expense under Federal
awards, Foreign tax refunds or applica-
hle oredits under Federal awards refer
to receipts, or reduction of expendi-
tures, which operate to offset or reduce
expenge items that are allocable to
Tederal awards as divect or indireot
costs. To the extent that such oredits
accrued or received by the non-Federal
entity relate to allowable cost, these
costs must be oredited to the HHE
awarding agenoy either as costs or cash
refunds. If the oosts are credited back
to the Federal award, the non-Federal
entity may reduce the Federal share of
costs by the amount of the foreign tax
relmbursement, or where Federal
award has not expired, use the foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the HHS awerding
agency. .

§76.471 Termination costs.

Termination of a Federal award gen-
erally gives rise to the imcurrence of
costs, or the need for speclal treatment
of costs, which would not have arisen
had the F'ederal award not been termi-
nabted. Cost principles covering these
items are set forth in this section.
They are to be used in conjunotion
with the other provisions of this part
in termination situations. -

(a) The cost of 1tems reasonably usa-
ble on the non-Federal entity’s other
work must not be allowable unless the
non-Federal entity submits evidencs
that 1t would not retain such items at
cost without sustaining & loss, In de-
ciding whebher such items are reason-
ably usable on other work of the non-
Federal entity, the HHS awarding
agenoy should consider the non-Federal
entity's plans and orders for ourrent
and scheduled activity., Contempors-
neous purchages of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasonably ugable on the non-Federal
entity’s other work, Any acoeptance of:
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
dquantities of such items on hend, in
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transit, and on order are in excess of
the reasoneble quantitative reguire-
ments of other work,

(b) If in a particular cage, despite all
reagonable efforts by the non-Federal
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination, such ocosts are
generally allowable within the Hmita-
tions set forth in this part, excevt that
any Suoh comts continuing after tormi-
nation dus to the megligent or willful
failure of the non-Federal entity to dig-
continue guch costs must be unallow-
able. '

(o) Loeg of useful value of speclal
tooling, maohinery, and equipment is
generally allowable if:

(1) Such special tooling, special ma~
chinery, or equipment g not reason-
ably capable of uge in the other work of
the non-Federal entity,

(2) The interest of the Federal Gov-
ernment is proteoted by frensfer of
title or by other means deemed appro-
priate by the HHS awarding agenoy
(sse algo §76.820(d)), and

(8 The loss of useful value for any
one berminated Federal award is lim-
ited to that portion of the acquisition
oost which bears the game ratio to the
total acquisition oogt as the termi-
nated portion of the Federal award
hears to the entire terminated Federal
awsrd and other Federal awards for
which the special tooling, machinery,
or equipment was aoquired.

(d) Rental costs under unexpired
leases are generally sllowable where
clearly shown to have been reagonably
neceggary for the performence of the
terminated Federal award less the re-
sidual value of such leases, if:

(1) The amount of such rental
claimed does not exoesd the reasonable
use value of the property leased for the
period of the Federal award and suoch
farther period as may be reasana,blq.
and

(2) The non-Federal entity malkes all
reagonable offorts to terminate, asgign,
settle, or otherwise reduce the cost of
such lease. There also may he included
the cost of alterations of such leased
property, provided such alterations
Wwere necessary for the performance of
the Federa]l award, and of reagonable
restoration required by the provisions
of the lease.

'
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(o) Settlement expenses including the
following are generally allowable: -

(1) Accounting, legal, clerical, and
pimiler costs reafonably necessary for:

(1) The preparation and presentation
to the Federal awarding agenoy of set-
tlement olalms and pupporting dats
with respect to the terminated portion
of the Tedersl award, unless-the termi-
nation 18 for cause (ses subpart D of
thig part, §§76,871 through 76.316); and

(i) The termination and pettlement
of subawards,

(2) Rearonable oogts for the storage,
transportation, protection, and disposi~
tion of property provided by the Fed-
eral Government or acquired or pro-
duced for the Federal award,

(f) Claimg under subawards, inoluding
the allocable portion of olaimg which
are common to the Federal award and
to other work of the non-Federal enti-
ty, are generally allowable, An appro-
priate share of the non-Federal enbity’s
indirest costs may be allocated to the
amount of pebtlements with contrac-
tors and/or subreoiplents, provided that
the amount allocpted 18 otherwise con-
pistent with the basic guldelines con-
tained in §76.414. The Indirect costs s0
allocated must exclude the same and

similar costs olaimed directly or indi-

reotly a8 settlement expenses.

$76.472 Training and education costs,

The copt of training and eduncation
provided for employee development is
allowable.

§765.478 ‘Transportation costs,

Costs Incurred for freight, express,
cartage, postage, and other transpor-
tation services relating either to goods
purchased, in process, or dellvered, are
ellowable. When such costs oan readily
bo identified with the items involved,
they may be charged direotly as trans-
portation cpsts or added to the cost of
puch items. Where ldentification with
the materials received cannot readily
be made, inbound transportation oost
may be charged to the appropriate in-
direch (F&A) cost acoounts if the non-
Federal entity follows a consigtent, eq-
uitable prooedure in this respect, Oub~
bound freight, if reimburseble under
the terms and conditions of the Federal
award, should be treated as a direct
cost.
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- 876474 'Travel costs,

(a) General, Travel costs are the ex-
penses for transportation, lodging, sub-
gistonce, and related 1tems inourrad by
employees who are in travel status on

official business of the non-Federal cn-

tity. Such costs may be charged on an
actual cost bagis, on a per diem or
mileage basis in lleu of notual gosts in-
ourred, or on & combination of the two,
provided the method used s applied to
an entire trip and not to selected days
of the trip, and results in charges con-
sigtent with those normally allowed in
like circumstances in the non-Federal
entity's non-federally-funded aotivities
and in accordance with non-Federal en-
tity's written travel reimbursement
polioles, Notwithstanding the provi-
slons of §76.444, travel costs of officlals
osovered by that seotion are allowable
with the prior written approval of the
Federal awarding agency Or Dass-
throngh entity when they are speoifi-
crlly related to the Fedoral award.

(b) Lodging and subsistence. Josts in-
curred ‘'by employees and officers for
travel, including costs of lodging, other
subsistence, and inocidental expenses,
must bs consldersd reasonable and oth-
erwise allowable only %o the extent
such costs do not exceed charges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Fedoral entity’s written
travel polioy. In addition, if these costs
are charged direotly to the Federal
award documentation must Justify
that:

(1) Participation of the individual is
necessary to the Federal award; and

(2) The oosts are reasonable and con-
sistent with non-Federal entity’'s es-
tablished travel polioy.

{(0)(1) Temporary dependent care
ocosts (as dependent is defined in 28
U.8.,0. 162) above and beyond regular
dependent ocare that directly results
from travel to conferences is allowable
provided that:

(1) The costs are a direot result of the
individual's travel for the Federal
award;

(11) The costs are consistent with the
non-Federal entity’s documented trav-
ol policy for all entity travel; and

(iii) Are only temporary during the
travel period.

(2) Travel costs for dependenty are
unallowable, except for travel of dura-
fion of six months or moere with prior
epprovel of the HHS awarding agenoy.
BSee also §76.432.

(d) In the absence of an acceptable,
written non-Federal entity policy re-
garding travel oosts, the rates and
amounts established under 5 U.8.0.
6701-11, or by the Administrator of
General Services, or by the Prosident
(or his or her deslgnee) pursuant to any
provisions of such subchapter must
apply to travel under Federal awards
(48 OT'R 81.,205-46(a,)).

(8) Commercinl air travel. (1) Airfare
costis In excess of the basio least expen-
pive unrestricted accommodations
olags offered by commercial afrlines
are unallowable except when such ao-
commodations wounld:

(i) Require circuitous routing;

(i1) Require travel during unresgson-
able hours;

(1il) Bxcessively prolong travel;

(iv) Result in sdditionsl costs thet
would offset the transportation sav-
ings; br

(v) Offer accommodstions not reason-
ably adequate for the traveler's med-

jonl mneeds. The non-Federal entity -

must justify and document these condi-
tions on a case-by-case basis in order
for the use of first-class or business-
olaps airfare to be allowable in such
onfes.

(2) Unless a pattern of avoidance is
deteoted, the Federal Government will
generally not question s non-Federal
ontity’s determinations that ous-
tomary standard airfare or other dig-
oount airfare ia unavailabie for speoific
trips if the non-Federal entity ocan
demonstrate that such airfare was not
avallable in the specific case.

(D) Air travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -leaped, or -chartered
aircraft Include the cost of lease, char-
ter, operation (including personnel
oosts), meintenance, depreciation, in-
surance, and other related costs. The
portion of such costs that exceeds the
cost of airfare as provided for in para~
graph (d) of this section, is unallow-
able.
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§75.4'16 Trusiees.

Travel and subsistonoe costs of trust-
ees (or directors) at THES and nonprofit
organizations are allowable. See also
§'76.474,

HHES SELECTED ITBMS OF COST

§76.476 Independent resenrch and de-
velopment copts.

Independent research and develop-
ment is research and development
which 18 conduoted by san organization,
and which is not sponsored by Federal
or non-Federal awards, contraots, or
other agreements, Independent re-
gearch and development shail be allo-
oated it proporfionate shere of indl-
root costs on the same hasly ag the al-
looation of indirect costs to sponsored
research and development. The cosy of
independent research and development,
inoluding their proportionate share of
indirect costs, are unallowable.

Subpart F—Audit Requirements
GENERAL

§75.500 Purpose.

This part sets forth standards for ob-
taining consistency and uniformity
among HHS agencles for the audit of
nou-Federal entities sxpending Federal
awards.

AUDITE

§76.501 Audit requirements.

() Atdit required. A non-Federal enti-
ty that expends $750,000 or more during
the non-Federal entity's fiscal year in
Feoderal awards must have » single or
program-speoific audlt oconducted for
that year in acoordance with the provi-
pions of thig part.

() Single audit. A non-Federal enbity
that expends $750,000 or more during
the non-Federal entity’s fisoal year in
Foderal awavrds must have a single
audit conduoted Iin ncoordance with
§75.514 except when 1t oleots to have a
program-specific audit conduoted in a0-
cordance with paragraph (o) of this seo-
tion,

(6) Program-specific qudit election.
When an auditee expends Federal
awards under only one Federal pro-
gram (excluding B&D) and the Federal

'
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program’s statutes, regulations, or the
terms and conditions of the Federal
award do not require a financial gtate-
ment audit of the audites, the auditee
may elect to have a program-speocifio
gudit oconduoted in accordance with
§76.607. A program-speoific andit may
not be elsoted for R&D unless all of the
Toderal awards expended were recelved
from the game Pederal agenoy, or the

‘same Federnl agenoy and the same

pass-through entity, and that Federal
ageney, or pass-through entity in the
opge of a subrecipient, apyroves in ad-
vanee g program-specific audit,

(d) Ezemption when Federal awards ez-
pended are less than $7560,000. A non-Fed-
erpl entiby that expends less than
$760,000 during the non-Federal entity’s
figonl year in Federal awards is exempt
from TFederal audit requirements for
that year, except as noted in §75.503,
but records must be available for re-
view or audit by appropriate officials
of the Federal agenocy, pass-through en-
tity, and Government Aoccountability
Office (GAO).

(o) Federally Funded Research and De-
velopment Centers (FFRDC). Manage-
ment of en auditee that owns or oper-
abes a FFRDO may eleot to treat the
FFRDC as a separate entity for pur-
poses of this part.

() Subrecipients and contractors. An
auditee may simultaneously he a re-
cipient, a subrecipient, and a con-
tractor. Wederal awards expended as o
recipient or a subrecipient are subjeot
to audit under this part, The payments
received for goods or gervioes provided
a8 & contractor are not Pederal awards.
Section 75,951 sets forth the oonsider-
ations in determining whether pay-
ments oonstitute a Federal award or a
payment for goods or services provided
a8 a contractor.

(g) Compliance responsibility for con-
tractors. In most oages, the auditee's
compliance responsibility for contrac-
tors ig only t0 ensurs that the prooure-
ment, reoeipt, and payment for goods
and gervices comply with Federal stat-
utes, regulations, and the terms and
oonditions of Federal awards, Federal
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award compliance reguivements nor-
mally do not pags through to contrac-
tors. However, the auditee is respon-
gible for ensurlng compliance for pro-
ourement transactions which are strue-
tured puch that the contractor is re-
sponsible for program compliance or
the contractor’s records must bs re-
viewed to determine program compli-
ance., Also, when these procurement
transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
aotions are in compliance with Federal
gtatutes, regulstlons, and the terms
and conditions of Federal awards.

(h) For-profit subreciplent. Bince this
part does not apply to for-profit sub-
reciplents, the pasg-through entity is
responsible for establishing require-
ments, as necessary, to ensure compli-
ance by for-profit subreciplents. The
agreement with the for-profit sub-
recipient must desoribe applicable
complance requirements and the for-
profit subrecipient’s compliance re-
sponpibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may inolude pre-
award audits, monitoring during the
sgreement, and post-award audits, See
also §76,352,

(1) Recipients and subreciplents that
are commercial organizations (includ-
ing for-profit hogpitals) have two op-
tions regarding aundits:

(1) A financial related audit (as de-
fined in the Government Auditing
Standards, GPO Stock #020-000-00-265-
4) of & partioular award In accordance
with Government Auditing Stendards,
in those c¢ases where the reciplent re-
celves awards under only one HHS pro-
gram; or, if awards are recelved under
multiple HHS programs, a flnanclal re-
lated audit of all HHS awards in ac-
cordance with Government Auditing
Standards; or .

(2) An aundit that meets the require-
ments contained in this gubpart.

(1) Commereial organizations that re-
oeive annual HHS awards tolaling less
than $760,000 are exempt from require-
ments for a non-Federal audit for that
year, but records must be available for
review by appropriate officials of Fed-
eral ngenoies.

(k) Bee also §76.216,

§76,602 Basis for determining Federal
awards expended.

(a) Deiermining Federal awards ez-
pended. The determinetion of when a
Poderal award is expended must be
baged on when the aotivity related to
the Federal award ocours. Glenerally,
the activity pertains to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and oconditions of Federal
awards, such as: expenditure/expense
transaotions associated with awards in-
cluding grants, oost-reimbursement
contracts under the TFAR, ocompaobs
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disburgement of funds to subrecipients;
the uge of loan proceeds under loan and
loan guarantee programs,; the receint of
property; the recelpt of surplus prop-
erty; the reoeipt or use of program in-
aome; the distribution or use of food
commodities; the disbursement of
amounts entitling the non-Federal en-
blty to an interest subsidy; and the pe-
riod when insurence is in foroe,

(b) Loan and loan guarentees (loans).
Since. the PFederal Government is at
risk for loans until the debt is repaid,
the following guidelines must be used

to calculate the valug of Federal

awards expended under loan programs,
except as noted in paragraphs (¢) and
(@) of this section:

(1) Value of now loansg made or re-
oeived during the audit period; plus

(2) Beginning of the audit period bal-
ance of loans from previous years for
whioh the Federal Government imposes
o?nt:muing oompliance requirements;
plus

(8) Any Interest subsidy, cash, or ad-
minigtrative costi allowance received.

(¢) Loan and loan guarantees (loans) at
IHEs. When loans are made to students
of an THE but the THE does not make
the loans, then only the value of loans
mede during the audit period must be
considered Federal awards expended in
that audit period, The balance of loans
for previoug aundit periods is not in-
oluded a8 Federal awerds oxpended be-
cause the lender accounts for the prior
balances,

(d) Prior loan and loan guaraniees
(loans). Loans, the proceeds of which
wors recelved and expended In prior
years, are mnot considered Federal
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awards expended under this part when
the Federal statubes; regulations, and
the tormg and conditions of Federal
awards pertaining to such loans impose
no conbinuing compliance require-
ments other than to repay the loans.

(e) Endowment funds, The cumulative
balance of Federal awards for endow-
ment, funds that are federally re-
strioted are considered Federal awards
expended in each audit period in which
the funds are still regtricted.

) Free rent. Free rent received by
itsolf ig not considered a Federal award
oxpended under this part, However, fro¢
rent received as yart of a Federal
award to carry out a Federal program
must be included in determining Fed-
ersl awards expended and subject to
audit under this part.

(8) Valuing non-cash assistance, Fed-
eral nop-cash asgistance, such a8 free
rent, food commodities, donated prop-
erty, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value
provided by the HHS agenoy.

(h) Medicare. Medicare payments to a
non-Federal entity for providing pa-
tient care services to Medioare-eligible
individuals are not considered Federal
awards expended under this part.

() Medicaid, Medicald payments to a
gubrooipient for providing patient care
gervices to Medicald-eligible individ-
unls are not oonsldered Federal awards
expended under this part unless a state
requires the funds to be treated as Fod-
eral awards expended becauss reim-
bursement is on o cost-reimburgement
hasis,

(J) Certain loans provided by the Na-
tional COredit Union Administration. Foy
purposes of this part, loans made from
the Nabional Credit Union Share Insur-
ance Tund and the Central Liguidity
Taoility that are funded by contribu-
tiong from insured non-Federal entities
are not conpidered Iederal awards ex-
pended.

§76.603 Relation to other audif ve-
quirements.

(a) An sudit conducted in accordance
with this part must be in leu of any fi-
naneoial audit of Federal awards which
a non-Federal entity is required to un-
dergo under any other Federal statute
or regulation, To the extont that such
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audlt vrovides & Federal agency with
the information 1t requires to carry
out its responsibilities under Federal
statute or regulation, s Federal agency
musdh rely upon and use that informa-
tion,

(b) Notwithstanding paragraph (a) of
thie seotion, & Federal agenay, Ingpec-
tors Gleneral, or GAO may oonduct or
arrange for additional sudits which are
neoessary to carry oub its responsgibil-
itles under Federal statute or regula-
tlon. The provisions of this part do nob
eauthorize any non-Federal entity to
constrain, in any manner, such Federal
apenocy from oarrying out or arranging
for such additional eudits, except that
the Federal agency must plan such au-
aits to not be dupllcative of other au-
dits of Federal awards. Prior to com-
mencing such an audit, the Federal
agency or pass-through entity must re-
view the FAO for recent audits sub-
mitted by the non-Federsl entity, and
to the extent such aundity meet s Fed-
eral agemcy or pass-through entlty's
needs, the Federal agency or pass-
through entity must rely upon and uge
guch: « gudits. Any additional aundits
must be planned and performed in such
a way a8 to build upon work performed,
inclnding the audit doocumentation,
sampling, and testing already por-
formed, by other auditors.

(o) 'The provigions of this part do not
Iimit the authority of Federal agencies
to conduct, or arrange for the conduct
of, audits and evaluabtions of Federal
awards, nor limit the authority of any
Federal agency Inspector General or
other Federal official. For example, re-
guirements that may be applioable
under the FAR or OAS and the terms
and conditions of a cost-relmbursement
contract may include additional appli-
ocable audits to be condmoted or ar-
ranged for by Federal agenoies,

(1) Federal agenoy to pay for addl-
tlonal andite, A Federal agenocy thab
conduots or arranges for additional au-
dits must, consigtent with other appli-
oable Federal statutes and regulations,
arrange for funding the full cost of
such additional audits.

(e) Request for a program to he an-
dited ag a& major program. An HHS
awarding agency may request that an
auditee have a partioculer Federal pro-
gram pudited as a major program in
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lieu of the HHS awarding agency con-
ducting or arranglng for the additional
audits. To allow for planning, such re-
quests should be made at least 180 oal-
endar days prior to the end of the fiscal
yoar to be audited. The auditee, after
consultation with its auditor, shonld
promptly respond to such a request by
informing the HHBS awarding agency
whether the program would otherwise
e aundited as & major program using
the risk-baged audit approach de-
goribed in §75.,618 and, if not, the esti-
mated inoremental occost. The HHS
awarding agency musgt then promptly
confirm to the audites whether it
wants the program audited as a major
program. I the program Is to be au-~
dited a8 a major program based upon
this HHS awsrding agency reguest, and
the HHS awarding agency agrees to
pay the full incremental costs, then
the audites must have the program an-
dited as a major program. A pass-
through entity may use the provisions
of this paragraph for & gubreocipient,

$75.504 Frequency of audits,

Except for the provisions for biennial
andits provided in paragraphs (a) and
(b) of this section, aundits required by
this part must be performed annually.
Any biennial audit must cover both
years within the biemnial perlod.

(a) A state, looal government, or In~
dian tribe that is reguired by oongtitu-
tion or ptatute, in effect on January 1,
1087, to undergo its audite less fre-
gquently than annually, is permited to
undergo its audits pursusnt to this
part biennially. This requirement must
still be in effect for the biennial period,

(b) Any nonprofit organization that
had biennial audits for all hiennial pe-
riods ending between July 1, 1892, and
January 1, 1995, is permitted to under-
go its andits pursuant to this part bi-
ennially. !

§76.505 Sanctions.

In oases of continued inability or wn-
willingness to have an audlt conducted
in acoordance with this part, Federal
agenoles and pass-through enbitles
must take appropriate action as pro-
vided in §75.871.

§76.608 Audit eosts.
See §76.425.

§75.507

§76.607 Program-specific audits,

(a) Program-specific audit guide avail-
able. In many oases, & program-speoific
audit guide will be avallsble to provide
specific guldance to the auditor with
regpect to internal controls, compli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-gpecific audit guides can be found
in the compliance supplement begin-
ning with the 2014 supplement includ-
ing HHS awarding sgency contaot in-
formation and & Web site where a copy
of the gulde oan be obtained. When e
ourrent program-gpecific andit guide is
available, the auditor must follow
GAGAB and the guide when performing
a program-specific audit,

(b) Program-specific audit guide notd
available. (1) When a ourrent program-
specific andit gulde ia not available,
the audites and suditor must have ba-
sleally the seme responsibilities for the
Federal program ss they would have
for an audit of a mejor program in a
single audit.

(2) The aunditee must prepare the fi-
nanolal statement(s) for the Federal
program that includes, at & minimum,
e schedule of expenditures of Federal
aswards for the program and notes that
degoribe the significant accounting
policies uged in preparing the schedule,
a summary soheduls of prior audit find-
ings oomglstent with the requirements
of §75,611(h), and a ocorrective action
plan congistent with the requirements
of §75.,611(0).

(3) The anditor muat:

(1) Perform an audit of the finenocial
statement(s) for the Federal program
in agoordance with GAGAS;

(i) Obtain an underastanding of inter-
nal controls and perform tests of inter-
ngl controls over the Federal program
oongigtent with the requirements of
§76.b14(c) for a major program;

(1il) Perform procedures to determine
whether the auditee has complied with
Federal sbabutes, regulations, and the
terms and conditions of Federal awards
that could have a direct and material
offoob on the Nederal yrogram ¢on-
sistent with the requirements of
§76.614(4) for s major program;

(iv) Follow up on prior audit findings,
perform procedurss to assess bthe rea-
sonableness of the summary schedule

321




§75.508

of prior audit findings prepared by the
audites in acoordance with the require-
ments of §76.511, and report, as a our-
rent; year audit finding, when the audi-
tor concludes that the pummary sched-
ule of prior audit findings matorially
misrepresents the status of any prior
eundit finding; and

(v) Report any audit findinge con-
sigtent with the reguirements of
§76.516,

(4) The auditor’'s report{s) may be 1n
the form of either combined or sepa-
rate reports and may be organized 4if-
ferently from the manner pregented in
this seotlon, The auditor's report(s)
must stete that the audit was com-
ducted in accordance with this parb
and inoclude the following:

@) An opinion (or disclaimer of opin-
ion) as to whether the financial state-
menti(s) of the Federal program is pre-
pentied fairly in all material respocts in
accordance with the stated accounting
policies;

(1) A report on Internal ocontrol re-
lated to the Federal program, which
must describe the mcope of testing of
internal control and the results of the
tests;

(111) A report on compliance which in-
oludes an opiniom (or digoleimer of
opinion) as to whether the auditee
oomplied with laws, regulations, and
the terms and conditions of Federal
awards which could have a direct and
materinl effect on the Federal pro-
gram; and

@dv) A schedule of findings end ques-
tloned costs for the Federal program
that includes a summary of the audi-
tor's results relative to the Federal

progrem in a format consistent with.

§76.616(d)(1) and findings and ques-
tioned costs consistent with the re-
quirements of § 76.616(d)(3).

(0) Report submission for program-spe-
cific audits, (1) The andit must he com-
pleted and the reporting required by
paragraph (o)(2) or (c)(3) of this gection
submitted within the earlier of 30 oal-
endar days after recelpt of the aundi-
tor's veport(s), or nine months after

. the end of the audit period, unless a
different period is specified in a pro-
gram-spocific audit guids. Unless re-
stricted by Pederal law or regulation,
the suditee must make report copies
available for public inspection.

.
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Auditess and aunditors must ensure

that their respective parts of the re-

porting package do not fnolude ypro-

gscted personally identifiable informa-
on,

(2) When a program-gpecific audit
gulde ip available, the auditee must
¢leotronionlly submifi to the FAQ the
data oolleotion form prepared in ac-
oordance with §76.512(0), a8 appliosble
to & program-specific audit, and the re-
porting required by the program-spe-
oific audit guide,

(3) When » yrogram-specific andit
guide 18 not available, the reporting
packege for & program-specific andit
must consgist of the financial state-
ment(s) of the Federal program, & sum-
mary soheduls of prior audit findings,
and a corrective nmotion plan as de-
soribed in paragraph (b)(2) of this sec-
tion, and the auditor's reporti(s) de-
soribed in paragraph (b)(4) of this seo-
tion, The data collection form prepared
in accordance with §76.612(b), as appli-
oable tio a program-gpecifio audit, and
one copy of this reporting package
must be eleotronically submitted to
the FAQ,

(@) - Other sections of this part may
apply, Program-gpecifio audits are sub-
Joot to:

(1) §75.600 through §75.608(d);

(2) §75.504 through §75.606;

(3) §'76.508 through §76.509;

(4) §76.511;

(8) §76.512(e) through (h):

(6) §76.618;

(7) §'76.518 through §75.617;

(8) §76.521, and

(9) Other referenced provisions of this
part unless contrary to the provisions
of this aeotion, & program-specifio
audlt guide, or program statutes and
regulationg,

AUDITEDS

5?5.508 Auditee responsihilities,

The auditee must;

(a) Procure or otherwise arrange for
the audit required by this part in ac-
cordance with §76.609, and ensure it is
properly performed and submitted
when due in accordance with §76,612,

(b) Prepare appropriete financial
statements, including bthe schedule of
oexpenditures of Federal awards In ac-
cordance with §76.610,
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(0) Promptly follow up and take cor-
reotive aotion on audit findings, in-
oluding preparation of a summary
schedule of prior audit findings and a
corrective action plan in saccordance
with §76.511(b) end §76.511(c), respec-
tively.

(@) Provide the audltor with access to
pergonnel, accounts, books, records,
supporting dooumentation, and other
information as needed for the auditor
to perform the audit required by this
part,

§75.609 Anditor gelection.

(a) Auditor procurement. In procuring
audit pervices, the auditee must follow
the procurement standards prescribed
by the Proourement Standards in
§§76.326 through 75.336 of subpart D of
this part or the FAR (48 OFR part 42),
&8 applioable. When procuring sudit
services, the objective is to obtain
high~quality audits. In requesting pro-
posals for audib services, the objeotives
and soope of the sudit must be made
clear and the non-Federal enbtity must
request a copy of the audit orgeniza-
tion's peer review report whioch the
auditor is required to provide under
GAGAB, Factors to be considered in
evaluating each propossl for nudly
services include the responpiveness to
the request for proposal, relevant expe-
rience, availability of staff with profes-
sional qualifications and technloal
abilities, the results of peer and exter-
nal quality oontrol reviews, and price.
Whenever possible, the auditee must
make positive efforts to utilize small
businesges, minority-owned firms, and
women's business enterprigses, in pro-
curing andlt services as stated iIn
§75.980, or the FAR (48 CFR part 42), as
applicable.

(b) Restriction on auditor prepating in-
direct cost proposals. An auditor who
prepares the indirect cost proposal or
cosb allocation plan may not also be se-
lected to perform the sudit required by
thig part when the indirsct coats recov-
ered by the auditee during the prior
year exceeded $1 million, This restrio-

* tion applies to the hase year used in
the proparation of the indirect ocost
proposal or oost allocation plan and
any subsequent years in which the re-
sulting indirect cost agreement or cost
allocation plan 18 used to recover costs,

§75.510

(¢) Use of Federal auditors. Federal
auditors may perform all or part of the
work required under this part if they
comply fully with the requirements of
this part.

§%76.610 Finpnclal statements.

(a) Financial statements. The auditee
mugt prepare finanoia] gtateinents that
reflect its financial position, results of
operabions or changer in net assets,
and, where appropriate, cash flows for
the fiseal year aundited., The finanoial
statements must be for the same orga-
nizational unit and figcal year that is
chosen to meet the requirements of
this part. However, non-Federal entity-
wide financlal statements may also in-
clude departments, agencies, and other
organizational unity thet have separate
audits in acoordance with §76.614(n)
and prepare separate finanoclal state-
ments,

(b) Schedule of ezpenditures of Federal
awards. The auditee murt also prepare
a schedule of expenditures of Federal
awards for the perlod covered by the
audites’s finanolal statements which
must inolude the total Federal awards
oxpended as determined in accordance
with §75.602, While not required, the
auditee may ohoose to provide infor- -
mation requested by HHE awarding
agenocies and pass-through entities to
meke the soheduls easier to use. For
example, when o Federal program hes
multiple Poderal award years, the
audites may st the amount of Federal
swards expended for each Federal
award year separately. At a minimum,
the sohedule must:

(1) List individual Federal programs
by Federal agency, For e cluster of pro-
grams, provide the oluster name, list
individual Federal programs within the
cluster of programs, and provide the
applicable I'ederal agency name. For
R&D, total Federal awards oxpended
must be shown elther by individual
Federal award or by Federal agemoy
end meaejor subdivision within the Fed-
eral agency. For example, the National
Ingtitutes of Health is & mejor subdivi-
glon in the Department of Health and
Human Services.

(2) For Paderal awards recelved as &
subrecipient, the name of the pags-
through entity and identifying number
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assigned by the pass-through entity
must be included.

(3) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the OFDA number or other
identifying number when the CFDA in-
formation is not available. For o clus-
ter of programs also provide the total
for the cluster,

(4) Include the total amount provided
to subreeipients from each Federal pro-
gram,

(5) For loan or loan guarantee pro-
grams desoribed in §76,602(b), identify
in the notes to the schedule the bal-
anoes outstanding ab the end of the
audit period. This is in addition to in-
oluding the total Federal awards ex-
pended for loan or loan guarantee pro-
grams in the schedule.

(6) Include notes that desoribe that
significant aocounting policles used in
preparing the gchedule, and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §75.414.

§76,511 Audit findings follow-up.

(a) General. The auditee i respongeible
for follow-up and oorreotive action on
all audit findings. As part of this re-
spongibility, the auditee must prepare
o, summary gchedule of prior audlt find-
ings. The auditee must also prepare a
oorrective action plan for current year
audit findings. The summary schedule
of prior audit findings and the correc-
tive aotion plan must include the ref-
erence numbers the auditor assigns to
audit findings under §76.516(c). Since
the summary schedule may include
gudit findings from multiple years, it
must inoiude the fiscal year in which
the finding initially ocourred. The cor-
recbive aobtion plan and summary
schedule of prior audit findings must
include findings relating to the finan-
oial statements which are required to
be reported in- accordance with
GAGAS. .

(b) Summary sohedule of prior audit
findings, The summary schedule of
prior sudit findings must report the
status of all audit findings Included in
the prior audit’s schedule of findings
and questioned costs. The summary
schedule must also inolude audit find-
ings reported in the prior audit’s sum-
mary schedule of prior aundit findings

¢
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except audit findings listed as cor-
rected In accordanos with paragraph
(b)(1) of this geotion, or no longer valid
or not warranting further action in ac-
cordanoe with paragraph (b)(8) of this
seotion. )

(1) When audit findings were fully
oorrected, the summeary schodule need
only list the audit findings and state
thet correotive actlon was taken.

(2) When audit findings were not cor-
reoted or were only partially corrected,
the summary schedule must describe
the reasong for the finding’s recurrence
and planned corrective action, and any
partial corrective action talten. When
corrective action taken is pignificantly
different from corrsctive action pre-
viously reported in a corrsctive action
plan or in the Federal agency’s or pass-
through entity’s management decislon,
the summary schedule musb provide an
explansbion.

(3) When the auditee believes the
audit findings are no longer valid or do
not warrant further action, the reasons
for this position must be desoribed in
the pummary schedule, A valid reason
for conpidering an awudit finding as not
wearranting further action is that all of
the following have oocurred:

(1) Two years have passed sinae the
audit report in which the finding oc-
ocurred was submitted to the FAQ;

(i1) The Federal agency or pass-
through entity is not ourrently fol-
lowing up with the andites on the audit
finding; and

(1i1) A magnagement decision was not
issued.

(¢) Corrective action plan. At the com-
pletion of the audit, the auditee must
prepare, in a document separate from
the auditor's findings degoribed in
§76.616, & corrective actlon plan to ad-
dress each audit finding included in the
ourrent year auditor's reports, The ocor-
reotive aotion plan must provide the
name(s) of the oonfiaot pergon(s) re-
sponsible for corrective action, the cor-
rective aotion planned, and the antici-
pated completion date, If the auditee
does not agree with the audit findings
or helleves corrective aotion is not re-
quired, then the corrective aotlon plan
must include an explanation and gpe-
oifio reasons.
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§76.512 Report submission,

(a) Generel, (1) The audit must be
completed and the data collection form
desoribed in paragraph (b) of this sec-
tion and reporting package desoribed in
paragraph (o) of this geotion must be
submitted within the earlier of 30 cal-
endar days after receipt of the audi-
tor's report(g), or nine months after
the end of the audit period. If the due
date falls on a Saturdsy, Sunday, or
Tederal holiday, the reporbing package
1§ due the next buginess day.

(2) Unless restricted by Federal stat-
ubes or regulations, the auditee must
make coples available for publie in-
gpection. Auditees and aunditors must
ensure that their respeotive parts of
the reporting package do not include
protected pergonally identifiable infor-
matlon,

(b) Daita collection. The FAC is the re-
pository of record for subpart F of this
part reporting packages and the dala
collection form. All Federal mgenocies,
pags-through entities and others inter-
ested in a reporting package and data
collection form must obtain it by ac-
cessing the FAQC,

(1) The audites must submib required
date elements described in appendix X
to part 76, which state whether the
audit was completed in accordance
with this part and provides informa-
tion about the audites, its Federal pro-
grams, and the results of the amdit.
The date must include informabion
available from the sudit required by
thig part that is necessary for TFederal
agenoies to use the audit to ensure in-
tegrity for Federal programs. The data
slements and format must be approved
by OMB, available from the FAC, and
include collections of informetion from
the reporting package described in
paragraph (¢) of this section. A senior
level representative of the audites (e.g,,
stabe ocontroller, director of finenoe,
chief executive officer, or ohief finan-
olal officer) must sign a statement o
be inoluded as part of the data collec-
tlon that says that the eudites com-
plied with the requirements of this
part, the deta were prepared in accord-
ance with this part (and the Instruc-
tions accompanying the form), the re-
porting package does not include pro-
tected personaily identifiable informa-~
tion, the information inoluded in its

entirety is acourate and complete, and
that the FAO Is authorized t0 make the
reporting package and the form pub-
Hely available on a Web gite,

(2) Ezxception for Indian Tribes and
Tribal Orguanizations. An anditee that is
an Indian tribe or e tribal organization
(as defined in the Indian Self-Deber-
mination, Bducation end -Aspistance
Aot (IEDBAA), 26 U.8.C. 460b(1)) may
opt not to authorize the FAC to make
the reporting package publioly avail-
able on a Web site, by excluding the au-
thorization for the FAC publication in
the statement deporibed in paragraph
(b)(1) of this section. If this option is
exeroised, the auditee hecomes respon-
sible for submitting the reporting
package directly to any pass-through
entities through whioh 1t hag veosived
& PFederal award and to pass-thromgh
entitles for which the summary sched-
ule of prior audit findings reported the
gtatus of any findings related to Fed-
eral awards that the pass-through enbi-
ty provided, Unless restricted by Fed-
eral statute or regmlation, if the
auditee opts not to authorize publica-
tlon, it naugt make copies of the report-
%lelg packege available for public inspec-

on.

(8) Uging the informabtion included in

the reporting package desoribed in -

paragraph (c) of this seotion, the audi-
tor must complete the applicable data
elements of the data collection farm.
The auditor must sign a ptatement to
be inoluded as part of.the data ocollec-
tlon form that indieates, at a min-
imum, the source of the information
included in the form, the auditor's re-
spongibility for the information, that
the form is not a substitute for the re-
porting package desoribed in paragraph
(o) of thig section, and that the content
of the form is limited to the collection
of informetion prescribed by OMB,

(0) Reporling package. The reporting
package must include the:

(1) Financial stetements and sched-
ule of expenditures of Federal awards
discussed in §76.510(a) and (b), respec-
tively;

(2) Summary echedule of prior audit
findings discussed in §75.511(h);

(3) Auditor’s report(s) disoussed in
§76.515; and .

(4) Corrective action plan discusged
in §76.611(c),
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(@) Submission to FAC, The auditee
must electronioally submit to the FAC
the data collection form desoribed in
paragraph (b) of thie seotion and the
reporting paokage desoribed in para-
graph (o) of this section.

(e) Requests for moenagement letiers
issued by the quditor. In regponse to re-
quests by & Federal agency ar pasg-
through entity, anditees must submit a
copy of any management letters issued
by the audlior.

() Report retention requirements.
Auditees must keep one copy of the
data collooction form deseribed in para-
graph (b) of this section and one copy
of the reporting package described In
paragraph (o) of this section on file for
three years from the dabte of submis-
sion to the FAC.

(g) FAC responsibilities, The FAC must
make available the reporting packages
received in accordancs with paragraph
() of this section and §76.507(0) to the
publio, except for Indlan tribes exer-
olging the option in (b)(@) of this gec-
tion, and maintein & date base of com-
pleted audits, provide appropriate In-
formation to Federal agencies, and fo)-
Tow up with known anditees that have
not pubmitted the required data collec-
tion forme and reporting packages,

(h) Electronic filing. Nothing in thig
part must precinde electronic submis-
pions to the FAC in such manner as
maey be approved by OMB,

FEDERAL AGENOIES

$75.618 Responsibilities,

(5)(1) Cognizant agency for andlt re-
sponsibilities, A non-Federal entity ex~
pending mora than $60 million a year in
Tederal awards must have a cognizant
agenoy for audit. The designated cog-
nizant agency for audit must be the
Poderal awarding agency that provides
the predominant amount of direct
funding to a non-Federal entity unlest
OMB designates a gpeoific cognizant
agenocy for audit.

() To provide for continulty of cog-
nizance, the determination of the pre-
dominant amount of direct funding
must be based upon direct Federal
awards expended in the non-Federal en-
tity's fiscal years ending in 2008, 2014,
9010 and every fifth year bthereafter,
For example, sudit cognizance for peri-
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ods ending in 2011 through 2016 will be
determined baped on Federal awards
expended in 2009,

(8) Notwithstanding the manner in
which audit coghlzance is determined,
o Foderal awarding asgency with cog-
nizance for an suditee mey reassign
cognizance to another Federal award-
ing agenoy that provides substantial
funding and agreed to be the cognizant
agency for audit, Within 80 calendar
days after any resssignment, both the
old and the new cognizant agency for
audit must provide mnotice of the
change to the FAC, the audites, and, if
known, the auditor, The cognizant
agency for audit must:

(1) Provide technioal gudit advice and
%la,ison agsistance to auditees and audi-

org,

(41) Obtain or conduet quelity control
reviews on selected aundits made by
hon-Federal auditors, and provide the
regults to other interested organiza-
tions, Cooperate and yrovide support to
the Fedoral agency designated by OMB
to lead a govermment-wide project to
determine the quality of single audits
by providing a statistioally reliable es-
timate of the extent that single audits
conform to appliceble requirements,

standards, and procedures; and to make

recommendations to addvess noted
sudit quelity lssues, including rec-
ommendationg for any changes to ap-
plicable requirements, standards and
procedures indicated by the results of
the project, Thig government-wids
audit quality projeot must be per-
formed once every 8 years beginning in
2018 or at such other interval as deter-
mined by OMB, and the results must be
publio,

(111) Promptly inform other affeoted
Poderal ageneies and appropriate Fed-
eral law enforcement officinls of any
direot reporting by the anditee or its
auditor required by GAGAS or statutes
and regulations. |

(lv) Advise the community of inde-
pendent auditors of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews. Significant prob-
lems or quality isswes oconsistently
identified through dquality control re-
views of audit reports must be referred
to appropriate state llcensing agencies
and profegsional hodies.

326




Depariment of Health and Human Services §75.513

(v) Advige the auditor, HHS awarding
agenocies, and, where appropriaste, the
andites of any deficiencies found in the
andits when the deficlenoles require
correotive action by the auditor, When
advised of deficlencies, the auditee
must worlkk with the auditor to take
corrective aotion, If corrective action
is not taken, the oognizent agenocy for
audit must notify the -auditor, the
audites, and applicable HHS awarding
agenoiss and pasgs-through entities of
the facts and make recommendations
for follow-up aotion. Major inadequa-
oies or repetitive substandard perform-
anoe by auditors must be referred to
appropriate state lcensing agenoies
and professional bodies for disciplinary
gotion,

(vi) Ooordinate, to the extent prac-
tical, audits or reviews made by or for
Federal agencies that are in addition
to the audits made pursuant to this
part, so that the additional pudits or
reviews build upon rather than dupli-
cate audits performed in accordance
with this part.

(vii) Coordinate & menagement deoi-
sion for cross-cutting audit findings (as
defined in §76.2 Cross-cutting audit find-
ing) that affect the Federal programs of
mor¢ than one agenoy when requested
by any Federal awarding agency whose
awards are included in the audit find-
ing of the anditwe,

(viil) Coordinate the audit work and
reporting responsibilities among audi-
tors to achieve the most cost-effective
audit, .

(ix) Provide advice to auditees as to
how to hendle changes in fiscal years.

(b) Oversight agenocy for aundit re-
sponsibilities. An audites who does not
have & designated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined
in aocordance with §76.2 Oversight agen-
oy for audit. A Federal agency with
overgight for an suditee may reassign
oversight to another Federal agenoy
that agrees to bs the oversight agency
for aundit. Within 80 calender days after
any reassignment, both the old and the
new oversight agency for audit must
provide notice of the change to the
FAO, the auditese, and, if known, the
auditor, 'The oversight agency for
audib;

(1) Must provide technical advice to
auditees and auditors as requested.

(2) May agsume all or some of the re-
sponsibilities normally performed by e
cognizant agency for andit.

(c) HHS awarding agenoy responsibil-
itles, The HHS awarding agency must
perform the following for the Federal
awards it malkes (See also the require-
ments of §75.210):

(1) Ensure that audits are completed
and reports are received in a timely
manner and in accordance with the re-
guirements of this part,

(2) Provide technical advice and
connsel to anditees and auditors as re-
questied.

(8) Follow-up on andit findings to en-
sure thet the reciplent takes appro-
priate and timely correotive action. As
part of andit follow-up, the HHS award-
ing agency mugt:

(1) Issue a management deoision as
presoribed in §95.631;

(1) Monitor the reoipient taking ap-
propriate and timely ocorrective action;

(i11) Use oooperative audit resolution
mechanisms (see §76.2 Cooperative audit
resolution) to improve Federal program
outoomes through better audit resolu-
tlon, follow-up, and ocorrectlve action;
and

(iv) Develop a baseline, metrics, and -

targets to track, over time, the offec-
tlveness of the Federsl agenoy’s proc-
ess Yo follow-up on gudit findings and
on the effectiveness of Single Audits in

"improving non-Federal entity account-

ability and their use by HHS awarding
agenocles in making award decisions.

() Provide OMB annual updates to
the compliance supplement and work
with OMB to ensure that the compl-
ance supplement focuses he aunditor to
test the compliance requirementa mogt
likely to oause improper payments,
iraud, waste, abuse or generate audit
finding for which the Federal awerding
egency will take sanotions.

(6) Provide OMB with the name of a
single audit accounteble officlal from
among the senior policy officlals of the
HHS awarding agency who must be:

(1) Responsible for ensuring thet the
agency fulfills all the requirements of
paragraph (o) of this section and effec-
tively uses the single audit process to
reduoce improper payments and improve
Federal program ocuteomes,
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(i1) Held acoountable tc improve the
sffectiveness of the single audit procees
based mpon metrios as described in
paragraph (0)(3)(v) of this section.

(ii1) Responsible for deslgnating the
Pederal agency’s key management gin-
gle andit Jiaigon.

(6) Provide OMB with the name of &
key management single audit lielson
who must:

(1) Berve as the Federal awarding
sgency’s management point of contaok
for the gingle andit process both within
and outside the Pederal Government.

(i) Promote interagenoy coordina-
tion, consistency, and sharing in areas
such as coordinating audit follow-up;
jdentifying higher-rigk non-Federal en-
titles; providing input on single audly
and follow-up policy; enhancing the
utility of the FAQ; and studying ways
to use single audit results to improve
Tederal award acoountability and best
practioes,

(i) Oversee training for the HHS
awardlng agency’s Drogram manage-
ment personnel related o the single
audit process. .

(1v) Promote the HHS awarding agen-
oy’s use of cooperative andit resolution
mechanisms.

(v) Ooordinate the HHE awarding
agenoy’s aotivities to ensure appro-
priate and timely follow-up and correc-
tive action on audit findings,

(vl) Organize the Federal cognizant
agency for audit’s follow-up on cross-
outting audit findings that affect the
Federal programg of more than one
HHS awarding agenoy.

(vil) BEnsure the HHS awarding agen-
oy provides annual updates of the com-
pliance supplement to OMB,

(viil) Support the HHS awarding
agenoy’s single audlt accountable offi-
cial's migsion.

AUDITORS

$76.514 Scope of audit.

(a) General. The sudit must be con-
ducted in aocordance with GAGAS. The
audit must cover the entire operations
of the auditee, or, at the option of the
andites, such audit must include a se-
ries of audits that cover departments,
ngencies, and other organizational
nnits that expended or otherwise ad-
ministered Federal awards during such

.
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audlt perlod, provided that each such
audit must encompags the financial
statements and schedule of expendi-
tures of Federal awards for each suoh
department, agenoy, and other organi-
zational unit, which must be consld-
ered to be a non-Federal entity, The fi-
naneciel statements and schedule of ex-
penditures of Federal awards must be
for the same audit period.

) Fnanclal statements, The auditor
must determine whether the finanoclal
gstatements of the auditee are presented
fairly in all materiel respects in ac-
cordance with generally accepted ac-
oounting principles. The anditor must
algo determine whether the schedunle of
expenditures of FPederal awards Is stat-
ed fairly in all material regpects in re-
lation to the auditee’s finanoial gtate-
ments ag 9 whole,

(0) Internal control. (1) The compli-
anoce sapplement provides guidance on
internal controls over Federal pro-
gramg based upon the guidance in
Standards for Internal Control in the
Federal Covernment isgued by the
Comptroller (eneral of the United
States and the Internal Control—Inte-
grated Framework, issued hy the Com-
mittee of Bponsoring Organizations of -
the Treadway Commisgion (COB0),

(2) In addition to the requirements of
GAGABS, the auditor muet perform pro-
cedures to obtain an understanding of
internal control over Federal programs
gufficient to plan the audit to support
& low assessed level of control risk of
noncompliance for major programs.

(8) Excopt as provided in paragraph
(0)(4) of this seotion, the auditor must:

1) Plan the testing of internal con~
trol over compliance for major pro-
grams to support a low assessed level
of control rigsk for the assertions rel-
evant to the complisnce reguirements
for each msjor program; and

(i1) Perform testing of internal con-
trol as planned in paragraph (o)(3)d) of
this section.

(4) When internal control over some
or all of the compliance requirements
for a major program are likely to be in-
offeotive in preventing or detecting
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noncompliance, the planning and per-
forming of testing described in para-
graph (6)(3) of this geotlion are not re-
quired for those complianoe requirs-
ments, Howsever, the auditor must re-
port a significant deficlency or mate-
rial weakness In acocordance with
. §75.516, assess the related control risk
ab the maximum, and congider whether
additional ocompliance tests are re-
quired vecause of ineffective internal
control,

(d) Compliance, (1) In addition to the
requirements of (FAGAS, the auditor
must determine whether the auditee
hags complied with Federal statutes,
regulations, and the terms and condi-
tions of Federal awards that may have
& dlrect and material effect on each of
its major programs,

(2) The principal compliance require-
ments applicable to mosgt Federal pro-
grams and the compliance require-
ments of the largest Fedoral programs
are inoluded in the compliance supple-
ment.

(8) For the compliance requirements
relatod to Federal programs contained
in the compliance supplement, an audit
of these compliance requirements will
meet the reguirements of this pars.
Where there have been changes to the
ocompliance requirements and the
ohanges are not reflected in the com-
plisnce supplement, the suditor must
determine the current compliance re-
gquirements and modify the audit proce-
dures accordingly. For thosse Federal
programs not ocovered in the compli-
anae supplement, the auditor must fol-
low the compliance supplement’s guid-
anoe for programs not Included in the
supplement,

(4) The compliance testing must in-
clude bests of tramsactions and such
other anditing procedures necessary tio
provide the auditor suffioient appro-
priate audit evidence to support an
opinion on compliance,

(e) Audit follow-up. The aunditor mush
follow-up on prior audit findings, per-
form procedures to asgess the reagon-
ableness of the summary &chedule of
prior aundit findings prepared by the
suditee in aoccordance with §75.611(b),
and report, asg a ourrent year audit
finding, when the auditor conocludes
that the summary suhednle of prior
audlt findinge materially ' migrepre-

§75.516

sents the status of any prior audit find-
ing. The suditor must perform audit
follow-up procedures regardless of
whether a prior audit finding relates to
a major program in the current year.

(f) Data collection form. Ag required in
§76.612(b)(3), the auditor must complete
and sign speocified seotions of the data
collection form,

§76.616 Awudit reporting.

The auditor's report(s) may he in the
form of elther combined or geparate re-
ports and meay he organized differently
from the manner presented in this seo-
tlon, The anditor's reporti(s) must state
that the audit was conducted in ac-
oordanoe with this part and include the
following:

(a) An opinion (or disclaimer of opin-
ion) as to whether the finenclal state-
ments are pregsented fairly in all mate-
rial respects in accordence with gen~
orally accepted accounting principles
and an opinion (or disclalmer of opin-
ion) as to whether the schedule of ex-
penditures of Federal awerds is fairly
stated in 311 material respects in rela~
tlon to the financial statements s a
whole.

(1) A report on internal control over
financial reporting and compliance
with provisions of laws, regulations,
oontracts, or award agreements, non-
compliance with which could have a
materdal effeot on the financial state-
ments., This report must describe the
socope of testing of internal control and
complianoe and the results of the testy,
and, where applicable, it will refer to
the separate achedule of findings and
questioned costs described in para-
graph (d) of this seotion.

(¢) A report on compliance for each
major program and a report on internal
control over compliance, This report
mugt describe the scops of testing of
internal control over compliance, in-
olude an opinion or disclaimer of opin-
fon as to whether the auditee complied
with Federal statutes, regulations, and
the terms and oonditions of Federal
awards which could have a direct and
material effect on each major progream
and refer to the separate schedule of
findings and questioned costs deseribed
in paragraph (d) of this seotion.
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(d) A sohedule of findings and ques-
tioned cogts which must include the
following three components:

(1) A summary of the auditor’s re-
sylts, which mast inolude:

() The type of veport the auditor
issued on whether the finencisl state-
ments audited were prepared in aocoord-
anoce with GAAP (i.e, ynmodified opin-
1on, qualified opinion, adverse opinion,
or disolaimer of opinion);

(ii) Where applicable, a statement
about whether pignificant deficiencles
or material weaknesges in internsl con-
‘trol were digoloped by the audit of the
financinl statements;

@1f) A statement as to whether the
audit discloged any noncompliance
that is material to the financial state-
ments of the auditee;

(iv) Where applioable, a patement
about whether significant deficiencies
or material wealmesges in internal con-
trol over major programs were dis-
ologed by the audit;

(v) The type of report the anditor
issued on compliance for rmaejor pro-
grams (i.e., unmodified opinion, quali-
fled opinion, adverse opiniom, or dis-
claimer of opinion);

(vi) A ptatement as to whether the

audit discloped any sudlt findings thab

the suditor 18 required to report under
§178.616(a);

(vil) An identification of major pro-
grams by listing each individial major
program; however in the oage of a clus-
tor of programs only the cluster name
a8 shown on the Schedule of Ixpendi-
tures of Federal Awards 1s rogquired;

(viil) The dollar threshold wsed to
distinguish between Type A and Type B
programs, as described in §76.618(b)Q),
or (h)3) when s recaloulation of the
Typs A threghold is required for large
loan or loan guarantees; and

(ix) A statement as to whother the
audites qualified as a low-risk auditee
under §76.520. '

(@) Findingg relating to the financial
statements whioh are reguired to be re-
ported in accordance with GAGAS.

(3) Findings and questioned costs for
Poderal ewards which mugt include
audit findings as defined in § 76.616(a).

(1) Audit findings (e.g., internal con-
trol findings, oompliance findings,
questioned costg, or fraud) that relats
to the same igsue must be presented as

45 CFR Subtitte A (10-1-15 Edltion)

n single audit finding, Where prascticsal,
audit findings should be organized by
Federal agency or pass-through entity.

(if) Audit findings that relate to both
the finanoial statements eand Federal
awards, as reported under paragraphs
(@)(2) and (4)(3) of this section, respec-
tively, must be reported In both sec-
tions of the schedule. However, the re-
porting in one section of the schedule
may be in summary form with a ref-
erence to a detmiled reporting in the
other spction of the schedule,

(e) Nothing in this part precludes
combining of the amdit reporting re-
quired by this section with the report-
ing required by §75.612(b) when allowed
by GAGAS and appendix X to part 75,

§756.516 Audit findings,

(8) Audit findings reported. The audi-
tor must report the following as audit
findings in a schedule of findings and
questioned cogts:

(1) Bignificant deficiencies and mate-
Mal weaknesses in internal ocontrol
aver major programs and significanty
ingtances of abuse relating o major
programs, The auditor's determination
of whether o deficiency in Internal con-
trol 1s » significant deficiency or mate-
ria} weakness for the purpose of report-
ing an aundit finding s in relation to a
type of complignce requirement for a
major program identified in the Com-
pliance Bupplement.

(2) Material noncompliance with the
provisions of Federal statutes, regula-
tiong, or the terms and conditions of
Federal awards related to a major pro-
gram, The auditor’s determination of
whether & noncompliance with the pro-
visions of Pederal statutes, regula-
tions, or the terms and conditions of
Foderal awards i material for the pur-
poge of reporting an audit finding is in
relation to a type of compliance re-
quirement for & major prograin identi-
fled in the compliance supplement.

(3) Known questioned costs that are
greater than $25,000 for a type of com-
pliance requirement for a major pro-
gram. Known questioned costs are
those specifically identified by the
auditor, In evaluating the effect of
questioned cogts on the opinion on
compliance, the suditor congiders the
best estimate of total onats guestioned
(Ulrely questioned costs), not just the
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guestionsed costs specifically identified
(known questioned costs). The anditor
must also report known questioned
costs when likely guestioned costs are
greater than $25,000 for a type of com-
plance requirement for a major pro-
gram. In reporting questioned cogis,
the auditor must inolude information
to provide proper perspeotive for judg-
ing the prevalence and oonsequences of
the questioned costs.

(4) Known questioned costs thet are
greater than $25,000 for & Federal pro-
gram which ig not sudited as s major
program. Exocept for audit follow-up,
the auditor 18 not required under this
part to perform andit procedures for
guch a TFederal program; therefore, the
auditor will normealily not find gues-
tioned costs for a program that is not
audited as a mejor program. However,
if the aunditor does become aware of
guestioned cogts for a Federal program
that is not audited as A major program
(e.g., a8 part of audit follow-up or other
audlt procedured) and the known ques-
tioned oosts are greater than $25,000,
then the auditor must report this as an
audit finding.

(6) The ciroumstances concerning
why the auditor's report on compliance
for each major program is other than
an unmodified opinion, unless such oir-
cumstaenoces are otherwise reported as
audit findings in the gohedule of find-
ings and questioned costs for Iederal
awards,

(6) Known or likely frand atfecting
Federal award, unless such fraud ig
otherwise reported as an audit finding
in the sohedule of findings and ques-
tioned costs for Federal awards. This
paragraph does not require the anditor
to report publicly information which
could oompromise investigative or
legal proosedings or to make an addi-
tional reporting when the auditor con~
firms thet the fraud was reported out-
glde the auditor’s reports under the di-
reot reporting requirements of GAGAS.

(7) Instances where the results of
audit follow-up progedures disclosed
that the summary scheduls of prior
pudit findings prepered by the auditee
in accordance with §76.511(b) materi-
ally misrepresents the gtatus of any
prior audit finding.

() Audit finding detodl and clarity.
Audit findings must be presented in

sufficlent detail and olarity for the
auditee to prepare a corrective action
plan and take corrective aotion, and
for Federal agencies and pags-through

entities tio arrive at a management de-

cision, The following specific informea-
tion must be included, ag applloable, in
audit findings: .

(1) Federal program and gpeoific Fed-
oral award identification including the
OFDA fitle and number, Federal award

identifiontion number and year, neme

of Federal agency, and name of the ap-
plicable pass-through entity, When in-
formation, guch ag the CFDA title and
number or Pederal award identification
number, i8 not available, the auditor
must provide the best information
available to desorlbe the ¥Federal
award.

(2) 'The criteria or specific require-
ment upon which the audit finding is
based, including the Pederal statutes,
regulations, or the terms and condi-
tions of the Federal awards. Oritieria
generally identify the required or de-
gired state or expectation with respect
to the program or operation, Criteria
provide a context for evaluating evi-
dence and understanding findings.

(8) The condition found, jncluding

faots that support the deficienay iden-

tified in the audit finding, .

(1) A statement of aauge that 1dentl-
fles the reason or explanaiion for the
condition or the factors responsible for
the difference hetween the situation
that exists (condition) and the required
or desired state (oriterin), which may
also serve as a basig for recommenda-
tions for oorrective action.

(6) The posgible agserted effect to
provide suffloient information to the
auditee and Federal agency, or pass-
through entity in the case of e sub-
reoipient, to permit them to determine
the ocauste and effeot to faocllitate
prompt and proper correotive action. A
ptatement of the effect or potential ef-
fect should provide & clear, logical link
to establish the impact or potential
impaot of the difference between the
condition and the oriteria.

(6) Identification of questioned costs
and how they were computed. Knowx
questioned costs must be identified by
applicable OFDA number(s) end appli-
oable IPederal award identification
number(s).
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(7) Information to provide proper per-
speotive for judging the prevalence and
congequences of the sudit findings,
guch as whether the audlt findings rep-
regent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances identified must bo related to
the universe and the number of ocages
examined and be guantified in terms of
doXlar value, The auditor should report
whether the sampling was a stebis-
tioally valid sample,

@ Identification of whether the
audit finding was o repeat of & finding
in the immediately prior audit and if
80 any applicable prior year audit find-
ing numbers,

(9 Recommendations to prevent fu-
ture ocourrences of the deficlenoy iden-
tified in the audit finding.

(10) Views of responsible officials of
the auditee.

(o) Reference numbers. Each eudlb
finding in the sohedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submiggion required by §75.512(b)
to allow for easy referencing of the
audit findings during follow-up.

876,617 Audit documentation.

() Retention of audit documentaiion.
The auditor must retain audit doou-
mentation and reports for a minimum
of three years after the date of
issuance of the auditor’s report(s) to
the andites, unless the anditor is noti-
fied. in writing by the cognizant agenoy
for andit, oversight agency for audit,
cognizant agency for indirect costs, or
pass-through entity to extend the re-
tention period. When the auditor 1s

’
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aware that the Iederal agency, pass-
through entity, or eudites is oon-
tesbing an audit finding, the auditor
must oontaot the parties ocontesting
the sudlt finding for gyidanoe prior to
destruotion of the audit dooumentation
and reports.

(b) Adccess to oudit documeniation.
Audit documentation must be made
available upon request to the cognizant
ar oversight agency for andit or its des-
ignee, cognizent agency for indirect
cost, a Federal sgenoy, or GAO at the
completion of the audit, as part of &
quallty review, to resolve asudit find-
ings, or to carry out oversight respon-
sibilities conpigtent with the purposes
of this part, Access to andit doou-
mentation includes the right of Federal
agenoles to obtaln coples of audit doon-~
mentation, as 1s reasoneble and neo-
esary.,

§76.618 Major program determination,

(a) General. 'The anditor must use &
risk-baged approach to determine
which Federal programs are major pro-
grams, Thig risk-baged approach must
include considerstion of: Current emnd
prior audll experience, oversight by
Federal agencles and pass-through en-
titien, and the inherent risk of the Fed-~ .
eral this program, The process in para-
graphs (b) through (h) of this seotion
must be followed,

(M) Step one, (1) The auditor mugt
identify the larger Federal programs,
which must be labeled Type A pro-
grams. Type A programs are defined as
Federal programs with Federal awards
expended durlng the audit period ex-
ceeding the levels outlined in the table
in this paragraph (b)(1):

Tolal Fedoml awards expended

Type AB theshold

® Eqﬁual 1o or exceed §760,000 but Iess than or equal o §26
mitiion.
() Excoed $25 miillon but tess than or equal fo $100 millon ...

g Excead $100 miliion but less than or equat to $1 billion ...... | $3 mi
v,

Excsad $1 billlon but loes than or equal to $10 bilion ...
v) Exteod $10 billlon but lesa then or equel to $20 bilfion ......
SVI) Excesd $20 billon

$760,000,

Tolal II:sdem! awards expended limos .03,
o,

Tolal Federal awards expended limes .003.

$30 milllon.

Tota! Federal awards expendad fimes 0015,

(2) FPederal programs not labeled
Type A under paragraph (b)(1) of this
secbion must be labeled Type B pro-
grams,

(8) The inclusion of large loan and
loan guarantees (loans) must not result
in the exolusion of other programs as
Type A programs. When a Federal pro-
gram providing losns exceeds four
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times the largest non-loan program i%
is oonsiderad a large loan program, and
the auditor must consider this Federal
program as & Typs A program and ex-
clude its values in determining other
Type A programs, This recaloulation of
the Type A program is performed after
removing the total of all large loan
programs. For the purposes of thig
paragraph a program is only congidered
to be # Federal program providing
loang if the velus of Federal awards ex-
ponded for loans within the program
comprises fifty percent or more of the
total Federal awards expended for the
program, A ecluster of programs is
troated as one program and the value
of Federal awards expended under a
loan program is determined as de-
goribed in §76.602.

(4) For hiennial audits permitted
under §75.604, the determination of
Type A and Type B programs must be
based mpon the Federal awards ox-
pended during the two-year period.

(¢) Step two. (1) 'The auditor must
identify Type A programs which are
low-rigk. In making this determina-
tion, the auditor must conpider wheth-
er the requirements in §75.619(c), the
regults of aundit follow-up, or any
ohanges in pergonnel or systems sffect-
ing the program indicate significantly
inoreaged risk and preclude the pro-
gram from being low risk. For a Typs
A program to be considered low-risk, it
must have been audited a8 a major pro-
gram in at least ome of the two mosb
recent audit periods (in the most re-
cent audit pericd in the case of o bien-
niel audit), and, in the most reocent
audit period, the program must have
not had:

() Internal oontrol deficlencles
which were identified as material
wealnesges in the auditor's report on
{nternal control for major programs a8
required under §75.616(0);

(1) A modified opinion on the pro-
gram in the auditor’s report on mejor
programs as required under §75.616(0);
or

(1) Known or likely gquestioned costs
that excesd five percent of the tobal
Tederal awards expended for the pro-
gram, .

(2) Notwithstanding paragraph (c)(1)
of this section, OMB may approve an
HHS awerding agenoy’s request that a

§75.518

Type A program may nob bs congidered
low rigk for a oertain recipient. For ex-
ample, it may be necegsary for a large
Type A program to be andited as a
major program eaoh year at a par-
tloular recipient to allow the HHS
awarding agenoy to comply with 381
U.8.0. 3616. The HHS awarding agency
mugt notify the reciplent end, if
known, the auditor of OMB’s approval
at least 160 calendar days prior to the
end of the fiscal year to be audited.

(d) Step three, (1) The anditor must
identify Type B programs which are
high-riek using professional judgment
and the oriterla in §75.519. However,
the auditor is not required to identify
more high-risk Type B programs than
gt least one fourth the number of low-
risk Type A programs identified as low-
rigk under Step 2 (paragraph (o) of this
goction), Hxcept for known material
weakness in intexnal control or compli-
ance problems a8 discussed In
§76.619(b)(1), (h)(2), and (o)1), & single
eriteria in rigk would geldom cause &
Type B program to be considered high-
risk., When 1dentifying which Type B
programs to risk assess, the auditor is
encouraged t0 uge an approach which
provides an opportunity for different
high-risk Typs B programsg to be au-
dited a8 major over & period of time. '

(2) The anditor is not expected to per-
form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
asgessments on Type B programs that
exceed twenty-five percent (0.25) of the
Type A threshold determined in Btep 1
(paragraph (b) of this section).

(e) Step four, At a minimum, the
auditor mugt audit all of the following
a8 major programs:

(1) All Type A programs nob identi-
fied a8 low risk under step two (para-
graph (¢)(1) ot this seotion).

(2) A1l Type B programs identified as
high-risk under step three (paragraph
(1) of this section),

(3) Such additional programs as may
be necessary to comply with the per-
centage of coverage ruls digoussed in
paragraph (f) of bhis seotion, This may
require the auditor to audit more pro-
grams as mejor programs than the
number of Type A programs,

(f) Percentage of coverage rule, If the
auditee meeots the oriteria in §75.620,
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the auditor need only audit the major
programs identifled in Step ¢ (para-
graph (e)(1) and (2) of this seotion) and
such additiona) Federal programs with
Foderal awards expended that, in ag-
gregate, all major programs encomMpass
at least 20 percent (0.20) of total Fed-
eral awards expended. Otherwise, the
auditor must audit the major programs
jdentifled in 8tep 4 (paragraphs (e)(1)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in aggregate, all
nmajor programs encompass abt least 40
peroent (0,40) of total Federal awards
exponded,

(g) Documentation of visk, The auditor
must include in the sudit doocumenta-
tion the rigk analysis process msed in
determining meajor programs,

(h) Auditor's judgment. When the
major program determination was per-
formed and documented in accordance
with this subpart, the auditor’s judg-
ment in applying the risk-based ap-
proach to determine major programs
must be presumed correot. Challenges
by Federal agencies and pass-through
entities must only be for clearly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entities may provide
auditors guidanoe about the rigk of a
partioular Federal program and the
auditor must oonsider this guidance in
determining major programs in audits
not yet completed,

975.5i1$‘i( Criterin for Federal program
risgk,

(a) General. The guditor's determina~
tion should be baged on an overall eval-
uation of the rigk of noncompliance oc-
curring that could be material to the
Federal program. The auditor must
consider criteria, such as desoribed in
paragraphs (b), (c), and (d) of this sec-
tion, to identify risk in Federal pro-
grams, Also, as part of the rigk anal-
yaig, the anditor may wish to disouss a
partioular Federal program with
audites management and the Tederal
agenoy or pags-through entiby.

(b) Current and prior qudit experience.
(1) Weaknesses in internal control over
Federal programs would indicate high-
or rigk, Congideration should be given
to the control environment over Fed-
eral programe and such faotors as the

'
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expectation of menagement’s adher-
ence to Federal statuteg, regulations,
and the terms and oconditions of Fed-
ers]l awnrds and the competence and
experience of personnel who administer
the Federal programs,

(1) A Federal program administered
under multiple internal control atruc-
tures may have higher risk; When as-
sesping rigk in a large single audit, the
auditor must consider whether weak-
nesges are lsolated in a single oper-
ating unit (e.g., one aollege campus) or
pervasive throughout the entity.

(i1) When significant parts of a Fed-
eral program axe dassed through to
subreociplents, s weak system for moni-
toring subrecipients would indioate
higher rigk,

(2) Prior andit findings would indi-
onte higher risk, partioularly when the
situations identified in the andit find-
ings could have a significant impact on
& Federal program or have not been
corrected,

(8) Federal programs not recontly an-
dited as major programs may be of
higher rigk than Federal programs re-
cently audited as major programs with-
out audit findings,

(0) Oversighi exercised by Federal agen-
cies ond pass-through entities. (1) Over-
sight exercised by Federal agenocies or
pass-throngh entities could be used to
assegs risk, I'or example, recent moni-
toring or other reviews performed by
an oversight entity that digclosed no
significant problems would indicgte
lower risk, whereas monitoring that
disologed significant problems would
indionte higher rigk,

(2) Federal agencies, with the conour-
rence of OMB, may identify Federal
programs that are higher risk., OMB
will provide this identification in the
compliance supplement,

(d) Inherent risk of the Federal pro-
gram. (1) The nature of a Federal pro-
grain may indicate risk, Consideration
should be given fio the complexity of
the program and the extent to which
the Federal program oontraots for
goods and services. For example, Fed-
eral programs thet disburse funds
through third parby contrects or have
elglibility oriteria may be of higher
risk, BFederal programs primarily in-
volving staff payroll costs may have
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high risk for noncompliance with re-
duirements of §75.480, buib otherwise be
at low rigk,

(2) The phass of a Federal program in
its life cycle at the Federal agenocy
may indicate risk, For example, & new
Federal program with new or interim
regulations mey have higher risk than
an established program with time-test-
ed regulations. Also, significant
changes in Federal programs, statutes,
regulations, or the terms and condl-
tions of Federal awards may inocrease
risk,

(3) The phese of a Federal program in
its life oycle at the auditee may indi-
cate risk, For example, during the first
and last years that an auditee particl-
pates in a Federal program, the risk
mey be higher due to start-up or cloge-
out of program activities and stalf.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
or riek then programs with substan-
tially smaller Federal awards ex-
pended,

$75.520 Criterin for a low-risk auditee,

An anditee that meets all of the fol-
lowing conditions for each of the pre-
ceding two eudit periods must qualify
as a low-risk auditee and be eligible for
reduced audit coverage in accordance
with §76.618.

() Single andits were performed on
an annual basis in acoordance with the
provisiong of this subpart, ineluding
submitting the dats oollection form
and the reporting packege to the FAC
within the timeframe specified in
§76.512 . A non-Federsl entity that hasg
hionnial audits does not gualify as a
low-risk auditee,

(b) The auditor's opinion on whether
the financial statements were prepared
in accordance with GAAP, or & basls of
accounting required by state law, and
the auditor's in relation fo opinion on
the schedule of expenditures of Federal
awards were unmodified,

(o) There were no defioiencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAS,

' (d) The auditor did not report a sub-
atantinl doubt about the auditee’s abil-
ity to continue as & going ooncern.

(e) None of the Federal programs had
sudit findings from any of the fol-

§75.521

lowing in either of the preceding two
andlt periods in which they were olassi-
fed as Tiype A programs;

(1) Internal control deficiencies that
were identified ag matberial weaknegses
in the auditor’s report on internal con-
trol for major programs as reguired
under §76.515(¢); :

(2) A modified opinion on a major
program in the auditor's report on
major program# as required under
§79.515(c); or

(3) Known or Hkely questioned costs
that exceeded five percent of the total
Federa]l awards expended for a Type A
program during the audit period.

MANAGEMENT DEOISIONS

§75.521 Management decision.

(a) General. The management deci-
sion must clearly state whether or not
the mudit finding is sustained, the rea-
song for the deocision, and the expected
audites action to repay disallowed
ooats, make financial adjustments, or
take other aotion, If the auditee has
not  completed corrective action, a
timetable for follow-up should be
given, Prior to ispuing the manage-
ment decislon, the Federsl agency or
pass-through entity may request addi- -
tional information or documentation
from the auditee, including a reguest
for auditor essurance related to the
dooumentation, as a way of mitigating
digallowed oogts, The management de-
cision should describe any appeal proc-
ess available to the auditee. While nob
required, the Federal agency or pass-
through entity may algo Issue & man-
agement decigion on findings relpting
to the financiel statements which are
required to he reported in accordance
with GAGAS.

(b) Federal agency. As provided in
§75.618(n)(8)(vil), the oognizant{ agenoy
for audit must be responsible for co-
ordinating 8 management deoigion for
audit findings that affect the programs
of more than one Federal agency. As
provided in §75.513(0)(3), & Tederal
awarding agency is responsible for
igsuing a management decision for
findings that relate to Federal awards
it makes to non-Federal entities,

(o) Pass-through entity. As provided in
§%5.852(d), the pase-through enbity
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must be responsible for igsuing a man-
agement deolislon for audit findings
that relate to Federal awards it makes
0 subrecipients.

(@) Time requirements, The HHS
awarding agenoy or pass-through enti-
ty responsible for lissuing a Imanage-
ment decision must do so within six
months of acceptance of the audit re-
port by the IPAC. The auditee must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive action should begin no later than
upon receipt of the sudit report.

(e) Reference numbers. Management
decisions must include the reference
numbers the auditor assigned to each
agudit finding in accordance with
§76.618(0),

APPENDIX I 70 PART 76—FULL TEXT OF
NOTIOE 0F FUNDING OPPORTUNITY

The full text of the notice of funding op-
portunity s organized in seotions. The re-
quired format outlined in this appendix indi-
cates immediately following the title of each
seotdion whether that seotion is required in
every sunouncement or is an HHS awarding
sgency optdon, The format is designed so
that similay types of information will eppsay
in the same sections in announcements of
different IMederal funding opporbunities, To-
ward that end, there 1§ text in each of the
following seotions to describe the types of in-
formation that an HHS ewatrding agency
would include in that seotion of an actual
ahnouncement,

An HHf awarding agenocy that wishes to
inolude information that the format does not
specifically discuss may address that pubjent
in whatover seotion(s) is most appropriate.
For exampls, if an HHS awarding agency
chooses to address performance goala in the
announcement, it might do so in the funding
opportunity description, the application con-
tent, or the reporting requirements.

Similarly, when this format oalls for a
type of information to be in a partioular sec-
tion, an HAN awarding agency wishing to ad-
dress that eubjeot in other sections may
olect to repeat the information in those gec-
tions or nse cross references between the seo-
tions (there should bhe hyperlinks for orops-
references in any electronlo versions of the
snnouncement), For example, an HHE aweard-
ing agenoy may want to include in Section A
information abont the types of non-Fadoral
entities who are elgible to apply, The for-
mat specifies a gtandard looation for thet in-
formation in Seotion C.1 but that does not
preclude repeating the information in Sec-
tion 1 or creating e cross reference hetween
Seotions A and G.1, as long ay a potentiel ap-
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plioant ocan find the Information auickly and
onsily from the standard location,

The seotions of the full text of the an-
nouncement; are describved in the following
paragraphs,

A, Progrem Description—Required

Thig seotion containg the full program de-
soription of the funding opportunity. It may
be as long as needed to adequately commu-
nicate to potential applicants the areas in
which funding may be provided. It descrihes
the HHS awarding agenoy's funding prior-
ities or the tevhnical or foous areas in which
the HHS awarding agency intends to provide
agpistance. Ag appropriate, it may inciude
epny program history (g.g., whether this is &
new program or a new or changed ares of
program emphagis), This egeotlon may com-
municate indieators of smocessful projocts
(e.g., if the program encourages oolleborative
efforts) and may include examples of
projeots that have been funded previously.
This section also may include other informa~
tion the HHS8 awarding agenoy deems nec-
espary, and must at a8 minimuom include oita-
tions for muthorizing statutes and regula-
tions for the funding opportunity.

B, Federal Award Information—Required

This section provides eufficlent informa-
tion to help an spplloent make an informed
deoision aboub whether to submit o proposal.
Relovent information could include the total
amount of funding that the HHB ewarding
agency expeots to award through the an-
nounceinent; the anticipated number of Fed-
eral awards; the expested amounts of indi-
vidual Dederal awards (which may be &
range); the amount of funding per Federal
award, on average, expetlenced it previous
yeary, and the antleipated start dates and
periods of performance for new Federal
awards, This seotion alsp should address
whether applications for renmewal or sup-
plementabion of existing projects are eligible
to compete with applications for new Fed-
eral awards.

This seotion alsg must indicate the type(s)
of asalstance instrument (e.g., grant, coopsx-
ative agreemeny) that may be awarded if ap-
plications are sucosssful, I ocooperative
agreementys may be awarded, this seotion el-
ther shomld describe the “‘eubstantiel in-
volvement" that the HHS awarding agenoy
expects t0 have or ghould reference whers
the potential applicant can find that infor-
metion (e.g., in the funding opportunity de-
goription in seotion A. or Federal award ad-
ministration information in Seotion D. I
proourement contraocts also may be awardsed,
thig must be stated,
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C. Eligibility Information

This gection addresses the conaiderations
or fectors that determine npplicant or appli-
cation eligibility. This includes the eligi-
bility of perticular types of applicant organt-
zations, any faotors affecting the eligibility
of the prinoipal invesfigator or project direc-
tor, and any oriteria thet make partiovlar
projects ineligible, HHS agenoles should
make olear whether an applioant’s failure to
meet an eligibility oriterion by the time of
an applcation deadline will result in the
HHS awsrding agonoy returning the applea-
tion without review or, even though an ap-
plication may be reviewed, will preclude the
HHE awarding agenoy from making & Fed-
eral award. Xoy elements to be addressed

are;

1. Eligible Applicants—Required, Announce-
ments must olearly identify the types of en-
titieg that are eligible to apply. If there are
no restriotions on eligibility, this seotion
may simply indicate thet ell potential appli-
oants are eligible, If there are restrictions on
eligibility, 1t is important to be clear ahont
the apecific typee of entities that are eligi-
ble, not just the types that are ineligible.
For examplse, if the program.is lmited to
nonprofit organizations subjeot to 26 U.8.C.
501(e)(8) of the tax code (26 U.8.0. 60L(c)(3)),
the announcement should say so. Similarly,
it is better to state explicitly that Native
American tribal orgenizations ars eliglble
than bo asshme that they can unembignously
infer that from & statement that nonprofit
organisations may apply. Bligibility algo oan
be expressed by exception, (e.g., open ta all
types of domestio applicants obher than indl-
viduals). This seotion should refer to any
portion of Seotion D. specifying documenta-
tion that must be submiltted to snpport an
oligibility determination (e.g., proof of
501(0)(8) status as determined by the Internal
Revenue Service or an authorizing tribal res-
olution), To the extent that any funding re-
gtrigtion in Beotion D.6 could affect the eli-
gibility of an applioant or project, the an-
nouncement must either regtate that restrio-
tion in this seotlon or provide a cross-ref-
erence to 1tg desoription in Beotion D.6.

2. Cost Sharing or Maiching—Required. An-
nouncements must state whether there is re-
quired cust sharing, matohing, or cost par-
tloipation without which an application
would be ineligible (if cost sharing is not re-
quired, the annouucement must explioltly
say s0), Required cost pharing may be a cer-
tain pexcentage or amount, or may be in the
form of oontributions of speoified items or
aotivities (e.g., provision of equipment), It; is
important thet the annmouncement be olear
about any restrictions on the types of ocost
(e.9., in-kind contyfbutions) that are aceept-
able as aost gharing, Cost shering as an eligl-
bility criterion includes reguirements based
in stetute or regwlatiom, as described in
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§176.308, This section ghould refer to the ap-
propriate portion(s) of seotion D, stating any
pre-award reqmirements for submission of
letters or other documentation to verlfy
commitments to meet cost-sharing require-
ments if a Pederal award 18 made,

3. Other—Required, if applioable. If there are
other eligibility oriteria (i.e., oriteria that
have the effeot of meking an application or
project; ineligible for Federal awards, whoth-
or raferrsd to a8 'responslvenesa” ariteris,
“go-no go’* oriteria, ‘threshold’ oriteria, or
in other ways), must be clearly sbated and
must include a reference to the regulation of
requirement: that desoribes the restrigtion,
a8 applicable. For example, if entities thet
heve been found to ke in violation of o par-
tioular Federal statute are ineligible, it is
important to say so. 'This seotion must also
state any Umit on the number of applica-
tlons an applicant may submit under the an-
houncement and make oclear whether the
lmitation is on the submitting orgenization,
individual investigator/program director, or
both. This seotion should also address any
eligibility oriteria for beneficlarles or for
program partloipants other than Federal
awexd recipients,

D, Application and Snbmission Information

1, Addvess to Request Applicotion Package—
Required, Potentlal applicnnts must be told
how to get application forms, kits, or other
materials needed to apply (if this ennounce-
ment containe everything needed, thig pec-
tion nesd only say 6o), An Internet address

where the materials can be accessed Is ac~ -

oeptable, However, since high-spsed Internet
a00ess 1s not yet universally available for
downlosding doouments, and applounts may
have additional acoessibility requirercents,
there also should be & way for potential ap-
plicants to request paper coples of materials,
such as a V.8, Postal Service malling ad-
dress, telephone or FAX number, Telephone
Devico for the Deafl (¥DD), Text Telephone
(TI'Y) number, and/or Federal Informeation
Relay Service (FIRS) number,

2, Content and Form of Application Submis-
slon—Required. This section mugt identify
the required content of am application and
the forms or formats that an applicant must
use to submilt it. X any requirements are
gtatied elaewhere beonuse they are general re-
quirsments that apply to multiple programs
or funding opportunities, this seotion should
referr to where those requirements may be
found, This ssobion also shonld Include re-
quired forms or formats as part of the an-
nouncement or state where the applivant
may obtein them. .

This section should specificnlly address
content and form or format reguirements
for:

1. Pre-applicntions, letters of Intent, or
white papers required or emcouraged (see
Section D.4), including any Hmitations on
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the pumber of pages or other formatting re-
guirements similar to those for full applica-
tlons.

11, The application as & whole, For nll sub-
missions, this would include pny lmitations
on the number of pages, font fige and type-
fage, marging, paper size, number of copies,
and sequence or asssmbly requirements. If
elootronic submission i permitted or re-
quired, this could include spenial require-
ments for formatting or slgnatures.

111, Component pleces of the application
(e.g., 1 all copies of the application must
bear originel gignetures on the fave pags or
the program narrative may not exceed 10
pages). This inolndes any pieces that may be
pubmitted separntely by third parties (eg.,
reforences or letters confirming commit-
ments from third parties that will be con-
tributing o portion of any required cost shar-

mfg Informeabion that successful epplicants
must submit atter notifioation of intent to
make ¢ Federal award, but prior to & Federal
award. This could incinde evidence of com-~
plience with requirements reloting to human
subjects or information needed to comply
with the Natlonal Environmental Polloy Act
(NHPA) (42 U,8,0, 4321-4370h).

3. Unigue Entify Identifier ang System for
Award Management (SAM)—Requived.

This paragraph must state olearly that
6a0h applicant (unless the applieant 1s an in-
dividual or Federal ewarding agenoy that is
oxcepted from thoss requirements under 2
CFR 25.110(b) or (c), or has an exception ap-
proved by the Federal awarding agoncy
under 2 OFR 25.110(a)) i required to:

(1) Be regisiered in BAM before gbmitting
1ts applicabion;

(i1) provide & valld unique entity identdfier
in 1ts spplication; end .

(i11) oontinue to meintain an active SAM
registration with current information at all
times during which it hes an active Federal
award or an pppleation or plan under con-
slderation by a Federal awarding agency.

Tt also must state that the Federal award-
ing agenoy may not: malke o Federal award to
ah applfoant unidl the applcant bhes com-
plied with all appliceble unigue entity iden-
tifjer and SAM requirements and, if an appli-
oant has not fully complied with the require-
ments by the time the Federal awarding
agenay is ready to make a Federal award,
the Federal awarding agenoy may determine
that the applicant is not gualified to receive
& Federal award and use thet determination
&5 8 basis for making a FFederal award to an-
other applionnt.

4, Submission Dates and Times—Required,
Anpouncements must identify due dates and
times for all pubmissions, This inoludes not
only the full apploations but also any pre-
liminary submissiona {e.g., letters of intent,
white papera, or pre-apptications), It slso in-
cludes any other submissions of information
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hefore Federal eward that are separate from
the fall applcation, If the funding oppor-
tunity is & gemeral emnouncement thabt is
open for & perlod of time with no specifio due
dates for applications, this geotion should
say 80. Note that the information on dates
that 18 Included in thigs section also must ap-
pear with other overview information in & lo-
caton preceding the full text of the an-
nouncement (pee §75.203). .

Each typs of submission should be des-
ignated as encouraged or required and, if re-
auired, auy deadline date (or dates, if the
Federal awarding agency plans more than
one oyole of application submission, review,
and TFederal award under the announeement)
should be epscified. The announcement must
state (or provide & reference to another docu-
ment that states):

1. Any deadline in terms of a date and local

- Gime, If the due date falls on & Saturday,

funday, or Federal holiday, the reporting
package is due the next business day.

i1, What the deadline means (e,g., whether
it is the date and time by whioh the Federal
awarding agenoy must receive the applion-
tlon, the date by which the application must
e postmarked, or aomething else) and how
that depends, if at all, on the submission
method (e.g., mall, eleotronis, or peraonal/
courler delivery),

1ii, The effeot of missing & deadline (..,
whether late applicationg are neither re-
viewsd nor congidered or arp reviewod and
consldersd under some oiroumstances),

{v. How the reveiving Federal office deter-
mines whether an applionbion or pre-applica-
tion has been submitted before the deadling,
This inoludes the form of accepbable proof of
mailing or system-generated dooumentation
of reveipt date and time.

This seotion also may Indicate whether,
when, and in what form the applicant will re-
ceive an aoknowledgement of receipt. This
informetion ghould be displayed in ways thab
will be easy to underatend and use. It can be
diffioult to extract all nesded information
from narrative paragraphs, even when they
are well written, A tabular form for pro-
viding a summery of the informeation may
help applicants for some programs and glve
them what effectively ocould be & cheoklst to
verify the completeness of their applioation
package before submissjon,

B, Intergovernmental Review--Reguired, if ap-
plicable, If the funding opportunity is subjeot
to Hxoontive Order 12372, “Intergovern-
mental Review of Federal Programs,” the
notice must say so. In alerting applicants
that they must contact their state's Single
Point of Contnot (SPOOC) to find out about
end comply with the stute's process under
Hxaeoutive Order 12372, i} may be udeful to in-
form potential applicants that the namep
and addresses of the SPOOs are ligted in the
Office of Management aud Budget’s Web aite,
www. whitehouse.gov/omb/grants/spoe.himl.
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6, Funding Restriotions—Reguired, Notices
must include informetion en funding restric-
tiong iu order to sllow an applicant to de-
velop an application and budget consistent
with program requirements, Examples are
whether constroction is an sllowable activ-
ity, if thers are any limitations on direct
ocosts such as forelgn travel or equipment
purchssges, and if there are any limits on in-
direct costs (or facilities and administrative
oosts). Applicants muet be advised if Federal
awards will not sllow reimbursement of pre-
Federa) award costs. .

7. Other Submission Requirements— Required.
Phis geotion must address any other submis-
sion reguivements not inoluded in the other
paragraphs of thls seoction. This might In-
olude the format of submission, i.2., paper or
electronic, for each type of required submis-
slon., Applicants should not be required to
gubmit in more than one format and this seo-
tdon should indicate whether they may
chooge whether to submit applications in
hard oopy or electronioally, mey eubmit only
in herd copy, or may submit only electroni-
cally.

Tlsx(ls peotion alge must indicate where ap-
plications (and any pre-applications) must be
snbmitted if sent by postal mall, electronic
meang, or hand-delivery. For postal mail
gubmisesion, this must include the name of an
office, official, individuel or function (e.g.,
appioation receipt cenfer) and a complete
mailing address. For electronic submission,
this must include the DRL or emall address;
whother e password(s) is required; whether
particular software or other electronic capa-
bilities are required; what to do in the event
of system problems and & point of contact
who will be evailable in the event the appli-
oant experiences technical diffioulties

H, Application Review Information

1, Criteria—Reguired. ‘This seotion must ad-
drvess the criteria that the Pederal awerding
agency will use to eveluats applioations.
This includes the merit and other review orl-
teris that evaluetors will use to judge appli-
ontions, including any statutory, regulstory,
or other preferences (e.g., minority status or
Native American tribal prefsrences) that
will be applied in the review prooess. These
oriterie are distinct from eligibility criteris
that are addressed before an application is
agoepted for review and any program policy
or other factors that are applied during the
gelection process, after the review prooess is
completed, The intent is to make the appli-

1With respect to electronio methods for
providing information about funding oppor-
bunities or acospting apptoants’ submissions
of information, each HHS swarding agency 1s
responsible for compliance with Heotlon 608
of the Rehabilitation Act of 1073 (20 U.8.0,
1bdd).
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oation process tyenspavent so applioents can
male Informed decisions when preparing
their applications to meximize fairness of
the pr The anno t ghould clear-
1y desoribe all oriteria, incinding any sub-
oriteria, It oriteria vary in importence, the
ennouncement should specify the relative
peroentages, welghts, or other means used to
distinguish among them. For statutory, reg-
ulatory, or other prefersnces, the anmnounce-
ment should provide & deteiled explanetion
of those preferences with en explicit indioa-
tlon of thelr effect (e.g.,, whether they result
in sdditional points being assigned).

If an applioant’s proposed oost sharing will
be oonsidered. in the review process (as op-
posed to belng an eligibllity criterion de-
scribed in Section C.2), the announcement
must specifically address how it will be con-
sldered (e.g., to assign a oertain number of
additional points to applicants whe offer
oost pharing, or to break ties among applioa-
tons with equivalent soorep affer evaluation
against all other factors). Xf cost sharing will
not be oonsidered in the eveluation, the an-
rouncement; should say 8o, so that there is
no ambiguity for potential applicants, Vague
statements that aost gharing Is emcouraged,
without clarification as to what thati menns,
nre unhelpful to applicants. It also is lmpor-
tant that the announcement be clear shout
any resfriotions on the typses of cost (e.g., In-
kind contributiong) that are acoeptable as
cost sharing.

2, Review and Selection Process—Required.
Thin section may vary in the level of detadl
provided. The announcement must list any
progrem poliny or other fagtors or eloments,
other than merit criterie, that the selecting
offioial may use in seleoting applivations for
Federal awerd (e.9., geographionl dispersion,
program balanos, or diversity). The HHS
awarding agenoy msay aléo include other ap-
propriste detalls, For example, thie seotion
may Indioate who 18 responsible for evalua-
tion against the merit oriterla (e.9., peors ex-
ternal to the HHS awarding agency or HHS
awerding sgency personnel) and/or who
makes the finel aelections for Federal
awards, If there 15 4 multi-phase yeview proo-
88 (e.0., an sxternal panel advising internal
HHS awarding agenoy personnel who meke
final recommendatione to the declding offi-
olal), the anncuncement may describe the
phatges. It also may inelude: the number of
people on an evaluation panel and how 1t op-
erates, the way reviewers ave sslected, re-
viewer gualifioations, and the way thot con-
fliots of interest are avoided, With respsot to
eleotronic methods for providing informa-
tion sbout funding opportunities or ascept-
ing applicants’ submissions of information,
each HHS awarding agency is responsible for
complisnce with Seotion 508 of the Rehabili-
tatlon Aot of 1073 (20 1U.8.0. 704d).
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In addition, if the HHS awarding agency
permits applicants to nominate suggested re-
viewera of their applications or suggest those
they feel mey be inappropriate due to a con-
fliot of interest, that information should be
inoluded in this gection,

3. Antlolpated Announcement and Federal
Awoerd Dates—Optional, This seotion 18 in-
tended 4o provide applicents with informa-
tlon they oan use for plaunning purposes, If
there is a single application deadline fol-
lowed by the simultaneous raview of all ap-
pHontions, the HHS awarding agency oan in-
olude in this geotion information about the
anticipated dates for Amnouncing of noti-
fying sucoessful and unsucosssful applicants
and for having Perderal awards in place, If ap-
plicatlons are recelved and evaluated on &
Grolling™ basis at different times during an
extended peried, 1t may be appropriate to
glve applioants an egtdmate of the time need-
od to process an spplication and notify the
applicant of the Federal awarding agenoy’s
decision.

¥, Pederal Award Administration
Information

1. Federal Award Notlces—Required. Thip
sechon must addrers what a sucoessful appli-
oant can expect to reoelve following selec-
tion. If the HHR awarding agency's practlop
i8 to provide a separate notlee stating that
an application has been selented before it ao-
tually makes the Federal award, this sectlon
would be the plave to indioate that the letter
is not an authorization to begin performance
(tv the extent that 1t allows charging to TFed-
eral awards of pre-award costs at the non-
Federsl entity’s own xisk). This section
ghonld indiente that the notice of Federal
eward gigned by the grants officer (or equiv-
alent) ig the authorizing dooument, and
whether 16 is provided through postal mail or
by electronic means and to whom, It also
mey address the timing, form, and content of
notifiontions to unsuoccessful appHoants. Bee
alpo §76.210.

2. Administrative and Natlonal Policy Re-
quirements—Required, Thig seotion must iden-
tify the usual pdminietrative and national
policy reguirements the HHS awarding agen-
oy’s Federal awards may inolude, Providing
this information lets a potential applicant
identify any requirements with which it
would higve diffioulty complying i it appli-
ontion is sucoessful, In thoge cages, eariy no-
tifiontion about the requiraments allows the
potential applicant to decide not to apply or
to take needed actions before receiving the
Federnl award, The announcement need nob
inolude all of the texms and condibions of the
Federal-award, but may refer to 8 dooument;
(with Information about how to obbain it) or
Internet site where applicants can gee the
terms and conditions. If this funding oppor-
tunity will lend to Federal awards with some
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speoific terms and conditions thet differ
from the HHS awarding agenoy's usuel
(sometimes called “‘general”) terms and con-
ditions, this seotlon should highlight thope
speocific terms and conditions, Doing so will
slert appHoants thet have received Federal
awarde from the HHS awarding agency pre-
viously and might not otherwise expect Gif-
feront terms and oonditions. For the same
reagon, the announcement should inform po-
tentlal applicants about special reguire-
ments that oould apply to particular Federal
awards after the review of applications snd
other information, based on the partioular
circumstances of the effort to be supported
(e.g., If human pubjects were to be invelved
or if some situations msy justify speojel
terms on intelleotusl property, date sharing
or psourity requirements),

3. Reporting—Requived. This spection must
inolude zeneral information about the type
(e.9., financial or performance), frequenoy,
and meanp of submission (paper or oleo-
tronio) of post-Federal award reporfing re-
gquirements. Highlight any special reporting
roquirements for Federal awards under thip
funding opporfunity that differ (e.g., by re-
port type, frequemcy, form/formsat, or oir-
oumstances for usge) from what the HHS
awarding agency’s Federsl awards usually
raguire,

&, HHS Awarding Agency Contact(s)—
Required

The announcement must give potentinl ap-
plicants a pointi(s) of contact for anpwertng -
questions or helping with problems while the
funding opportuanity ig open. The intent of
this requirement s to be as helpful as pos-
aible to potentlal applicants, so the HHS
awarding agenoy should conslder approachen
such as giving:

1. Points of conbact who may be resohed in
multiple ways (e.g., by telephons, PAX, and/
or email, as well as regular medl),

2. A fax or emadl address that munltiple peo-
ple scoess, 8o that someone will respond even
if others are unexpectedly absent during
oritieal pariods.

4, Different contaots for distinot kinds of
help (e.g., one for questions of programmeatio
content and a second for adminiptrative
questions),

H. Other Informeation—Optional

This seobion may iuclude any additional
information thet will assist e potential ap-
plicant. For example, the seotion might:

1, Indicate whether this is a new program
or 6 one-time initdative,

2. Mention related programs or other up-
coming or ongoing HHE awarding agenoy
fanding opportunities for gimilar aotivities.

3, Include current Internet addrestes for
the HHS awarding agenoy Web sites thab
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- may be useful to an applicant in under-
standing the program.

4. Alert applioants to the need to identify
proprietary information and inform them
about the way the HHE awarding agency will
handle it. B

5. Include certain routine notioes to appit-
cants {e.g., that the Federal Government is
not obligated to make any Federal award an
a resnlt of the announcement or that only
grants offlcera can bind the Federal Govern-
ment to the expsnditure of fands).

APPENDIX II 70 PART T6—OONTRACT
PROVISIONS FOR NON~-FODHRAL ENTI-
Ty CoNTRACTS UNDER FEDERAL
AWARDS .

In addition to other provisions required by
the HHS agenoy or mon-Federal eutity, all
contracts made by the nop-Federal emtity
under the Federal award must contain provi-
slong covering the following, as applicable,

A. Oontractis for more than the simplified
acquigition threshold currently sebt atb
$160,000, which is the inflation adjneted
amount detormined by the Civilian Agency
Acquigition Counoil and the Defense Aoquisi-
tion Regulations Connecil (Couneils) ag au-
thorized by 41 U.B.0, 1608, must address ad-
ministrative, contraotual, or legal remedles
in instances where ocontractors violate or
breach contraot terms, and provide for such
sanotions and penslities g appropriatoe,

B. AH contraots in excess of $10,000 must
address termination for oause and for con-
venience by the non-Federal entlty including
the manner by which it will he effected and
the besis for settlement.

C. Equel Employment Opportunity. lixcept
a8 otherwise provided under 41 CFR part 60,
a1l contracts that meef the definition of
“federally aspiated construction eontraoct’ in
41 OFR part 60-1.8 must include the equal op-

. portunity olause provided wmdor 41 OFR 80—
1.4(b), in accordance with Executive Order
11246, a8 amended by Bxeoutive Order 11875,
and implementing regulations at 41 OFR part
60,

D. Davis-Bacon Act, as amended (40 U.8.0.
3141-8148). When required by Federsl program
legiplation, a1l prime construction contrects
in excess of $2,000 ewarded by mon-Federal
entities mush include a provision for compli-
ance with the Davis-Bacon Aob (40 U.8.0.
3141-3144, and $146-3148) as supplemented by
Departmenti of Lobor regmlations (20 OFR
part §). In accordence with the statute, con-
trastors must be required to pay wages to la-
borers and mechanics at & rate not less than
the prevailing wages specified in o wage de-
termination made by the Becretary of Liabor,
In addition, contractors must be required to
pay wages not less than once a wesk. The
non-Federal entity must place a copy of the
ourrent prevailing wage determination
issued by the Department of Liabor in ench
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solicitetion. The decoision to award o con-
tract or euboontract must be conditioned
upon the acceptance of the wage determina-
tion, The non-Federal entiby must report ail
guspectod or reported viclations to the Fed-
aral awarding agency. ‘The contraots must
alpo include a provision for compliange with
the Copeland “Anti-Kickbaok’ Aot (40 U,B.C.
8145), as eupplemenied by Department of
Labor regulations (29 OFR part.8). The Aot
provides thet each contractor or sub-
reciplent muat be prohibited from induoing,
hy any means, any person employed in the
constirnction, completion, or repair of public
work, to give up any patt of the compebsa-
tion to whioh he or ghe 18 otherwise entitled,
The non-Federal entity must report all sus-
pected or reported violations to the Federal
awarding agenoy.

. Oontraot Work Hours and Safety Btand-
ards Aot (40 U.8.C. 4701-3708), Where applios-
ble, all contracts awarded by the non-Fed-
eral entity in excess of $100,000 that involve
the employment of mechanics or laborers
mupt inelude a provision for compliance with
40 U.8.0. 3702 and 8704, as supplomentod by
Department of Labor regulations (29 OFR
part §). Under 40 1.8.0, 3702 of the Aok, each
eontractor must be required to compute the
wagea of every mechanioc and lahorer on the
basis of & standard work week of 40 hours,
Wotk in excess of the standard work wesek is
permifsible provided that the worker s com-
pensated at a rate of not less than one and a
half times the haslo rate of pay for all hours
worked In excess of 40 hours in the work
week, The rsquirements of 40 U.8.0. 3704 are
applioable to conptruction work and provide
that no lahorer or mechanic must be re-
quired to work in surroundings or under
working conditions which are unsanitary,
hagzerdous or dengerous, These reguiroments
do not apply to the purchaser of supplies or
materials or articles ordinarily available an
the open macrket, or contracts for transpor-
tation or transmisglon of nfielligencs.

¥, Rights to Inventions Made Under a Con-
traot or Agreement. If the Federal award
meets the definition of “funding agreement’’
under 37 CFR 401.2 (a) and the recipient or
subracipient wishes to enter into a contract
with a small business firin or nonprofit orga-
nization regarding the substitution of par-
ties, egsignment or performsnce of experi-
mental, developmental, or research work
under that “funding agreement,” the raclpi-
ent or subreciplent must comply with the re-
quirements of 87 OFR part 401 and any imple-
menting regulations ipsued by the awarding
agenoy.

G. Olean Alr Act (42 U.8,0. 71401-7671q.) and
the I'oderal Water Follution Uontrol Aot (33
U.8.0. 1261-1337), as amended—Contracts and
subgrants of amounts in excess of $160,000
must contaln a provision that requires the
non-Federal awaxrd to agree to comply with
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all applcable standerds, orders or regula-
tions issned pursuant to the Olean Alr Aot
(42 U.S.0. 7401-7671q) and the Federal Water
Pollution Oontrol Aot as amended (33 U.8.C.
19651-1387). Violattons must be reported to the
Yederal awarding agency and the Reglonal
Office of the Hnvironmental Proteotion
Agenoy (BPA), .

H. Debarment and Suspension (Bxeoutive
Orders 12540 and 12089)—A contract award
(see 2 OFR 180,220} must not be made to par-
ties ligted on the government-wide exclu-
slons in the Bystem for Awerd Management:
(8AM), In accordance with the OMB guide-
lines ot 2 OFR patt 180 that implement Bxeo-
utive Orders 12649 (8 OFR part 1886 Comp., b,
189) and 12889 (3 OFR part 1089 Comp., p. 285),
“Debarment and Buspeneion.’’ SAM Hxelu-
slons containg the names of parties debarred,
sugpended, or otherwise exoluded by agen-
cles, a8 well as pariles deolared Ineligible
under statutory or regulatory authority
pther than Hxeoutive Order 12649,

I. Byrd Anti-Lobbying Amendment (31
U.8.0. 185%)—Contractors that apply or bid
for an award exceeding $100,000 must flle the
required certification. Each {der certifies tio
the Hier above that it will not and has not
used Tederal appropriated funds to pay any
person or organization for influenoing or at-
tempting to inflnence an officer oxr employes
of any agenoy, a member of Oongress, officer
or smployee of Qongress, or an employes of &
member of Congress in connection with ob-
toining any Pederal contraot, grant or any
other awerd covered by 31 U.8.0. 1852, Each
tler must also disclose any lobbying with
non-Federal funds that teltes place in con-
neotion with obtoining any Federal award,
Such disolopures are forwarded from tier to
tier up to the non-Federal award,

J. Bee §75.851 Proourement of recovered
materiels,

APpPRNDIX I To PART 76—INDIRECT
(F&A) CosTR IDENTIFICATION AND
AHSIGNMENT, AND RATE DETERMINA-
TION FOR INSTITUTIONS OF HIGHER
BDUCATION

A, General

"This appendix provides oriteris for identi-
fying and computing indirsot (or indirect
(F&A)) rabes at THHY (institutions). Indirect
(P&A) oosts are those thab are inourred for
common or joint objectives and thersfors
cannot be 1dentifled rendily and speoifically
with e particular sponsored projech, an In-
structional activity, or any obther institu-
tlonal antivity, See subseotion B.1, for o dis-
cussion of the components of indirect (F&A)
oopts.

45 CFR Subfitie A (10-1-15 Edilion)

1. Major I'unotions of an Institution

Refors to instruotion, organized resesrch,
other aponsored activities and other instiim-
tional activities as defined in this seotion:

g, Instruolion means the teaching and
training activitles of an institution., Except
for research training as provided in sub-
section b, this term includes all teaching and
training activitien, whether they are offered
for oredits toward o degres or certifioate or
on e non-oredit basis, and whether they are
offered through regular academic depart-
ments or geparate divisions, such ag a pum-
mer sohool division or en extension divigion.
Algo considered part of this major function
are dopartmental researoh, and, where
agreed to, nniversity ressarch.

(1) Sponsored tnstruction and training mesns
speoific instructional or training activity es-
tablished by grant, contract, or cooperative
agreement. For purposes of the cost prin-
oiples, this actlvity may be ocongidered a
mejor funotion even though an Institution’s
aoccounting treatment may include it in the
instruotion function.

(2) Deparimental yesearch means research,
development and scholarly aoctlvities that
are nobt organized regearch and, oon-
sequently, are not separately budgeted and
acconnted for. Departmental tresearch, for
purposes of this documnent, 18 not considered
a8 a ingjor funchion, but us a part of the in-
struction function of the institution.

b. Organized research means all research
and development activities of an institution
that are separately budgeted and acoounted
for, It Inclndes:

(1) Sponsored researoh means all researoh
and development aotivities that are spon-
gored by TFederal and non-Federal agencies
and organizations. This term includes activi-
ties involying the training of individuals in
repearch technigques (commonly called re-
search training) where such activities utilize
the same facilities as other research and de-
velopment actlvities and where such aotivi-
ties are not inoluded in the instruotion func-
tion.

(@) University research means all researoh
and development actlvities that are sspa-
ratoly budgeted and nocounted for by the in-
ptitution under an internal application of in-
stitutional funds. University research, for
purpoges of this dooument, must he ocom-
bined with sponsored research under the
funotion of organized regesroh.

(8) Only mandatory cost sharing or copt
sharing speoifically committed in the project
budget must be Included in the organized re-
gearch bane for computing the indireot (F&A)
oost rate or xefleoted in any slloontion of in-
direct oosts. Balery oosts above statutory
limite are not conpidered cost sharing.

¢, Other sponsered activities means Programs
and projects finanoced by Federal and non-
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TFederal agenocies and organizations which in-
volve the performanoe of work othelr then in-
struotion and organized researoh. Bxamples
of suoh programs snd projects sre health
service projects and community service pro-
grams, However, when any of thess aotivities
atre undertaken by the imstitution without
outslde suppori, they may be classified as
other institutional activities.

d. Other institutional aotivities moans all ag-
tivities of an institution except for instrno-
tion, departmental research, organized re-
aearch, and other gponsored activities, ps de-
fined in thie seotion; indirect (F&A) oot ao-
tivitles idenmtified in this Appendix para-
graph B, Identification and assignment of in-
direct (F'&A) costs; and speclalized services
faocilities desoribed in §75.468 of this part. *

Examples of other institutionel activities
include operation of residence halls, dining
halle, hoapitals and olinios, student unions,
intercolleginte athletics, hookstores, faoulty
housing, student epertments, guest houses,
chapels, theaters, public museums, and cther
gimilar auxiliary enterprizes. This definition
also inoludes any other categories of aotivl-
tles, costs of which are ‘‘unallowable" to
Pederal awards, unless otherwise indlcated
in an award.

2. Criteria for Distribution

a. Base perlod. A base period for distribu-
tion of indireot (FF&A) oosts is the period
during which the costs are inocurrgd, The
base period normally should coinoide with
the fiscal year established by the institution,
but in eny event: the base period should be so
gelectod a8 to mvoid inequities in the dis-
tribution of costs,

b, Need for cosi groupings. The overal]l ob-
Jeotive of the indivect (F&A) cost allooetion
process is to distribute the Indireot (I"&A)
conta desoribed in Seotion B, Identification
and asgignment of indirect (F&A) ocosts, to
the major functions of the institution in pro-
poxtions reasonably consistont with the na-
ture end extent of thelr use of the imstitu-
tion's resources, In order to achieve this ob-
jeotive, it may be necespary to provide for
gelective distribution by establishing seps-
rate groupings of cost within one or mors of
the indirect (P&A) cost categories referrad
to in subseotion B.l. In general, the ocost
groupings esbtablished within & oategory
ghould constitute, in each cass, a pool of
thoss 1tems of expenae that are considered tio
be of Hke nature in terms of their relative
contribution to (or degree of remotsness
from) the partioular cost ohjeatives to which
distribution 18 appropriate. Cost groupings
should be established considering the genersl
guides provided in subsection o of this seg-
tion, Bach such pool or cost grouplng shounld
then be distributed individually to the re-
lated oost objeotives, using the distribution
base or mebhod most appropriate in Hght of

the guidelines set forth in subseotion & of
this geotion,

o, General conslderations on cost groupings,
The extent to which peparate cost groupings
end selective distribution would be appro-
priate ab an institution is & matter of judg-
ment to he determined on a oage-by-onse
basts. Typical sibuations which may warrant
the establishment of two or more separate
oost groupings (based on account olassiffca-
tion or analygig) within an indireot (I"&A)
cot category inolude but are not limited to
the following:

(1) If certain items ox ecatsgories of expense
relate solely to one of the major funotions of
the institution or to less than all funotions,
such expenses should be set aside a8 o pepa-
rate cost grouping for direct essighment or
selective allocation In aeccordence with the
guides provided in subsections b and d,

() If any tiypes of expense ordinarily treat-
od as general administration or depart-
mental administration are charged to Fed-
eral awards ap direot costs, expenses applica-
ble to other aofivitien of the imstitution
when incurred for the same purposes in l1ke
olroumstances must, throngh separate ocost
groupings, be exoluded from the indirect
("&A) costs allocable to bhose TFederal
awards and inoluded in the direct cost of
other notivifies for aopt sllooallon purposes,

(3) I it is determined that certain expenges
are fop the gupport of n gervice unlt or fagll-
ity whoee output is susceptible of measure-
ment on a workload or other quantitetive
basis, such expenses Fhould be set aside as a4

separnte cost grouping for distribution on -

such basis to organived research, imstruo-
tional, and other activities at the institution
or within the department.

(4) I aotlyitles provide their own pur-
chasing, personnel administration, building
meintenance or aimilar gervios, the distribu-
tion of general administration and general
expenses, or operation and maintenance ex-
ponses to puch acfivities should be accom-
plished through oost groupings which include
only that portion of central indirect (F&:A)
copts (puch a8 for overall management)
which are properly slloceble to such aotivi-

tles.

(6) If the imstitution eleots to treat fringe
benefits as Indireot (P&A) oharges, such
costs shonld be get aside as e separate cost
grouping for selective distribution to related
cost obfectives.

(6) The number of aeparate cost groupings
within a category should be held within
praobionl limits, after taklong into consider-
ation the materinlity of the amounts in-
volved and the degree of precision attainable
ahmugh less @eleotive methods of distribu-

OnL.

d. Selection of diatribution method.

(1) Actual conditions must be taken into
acoount in selecting the method or hase to
be wused in distributing individual cost
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groupings, The epgentinl conelderation in se-
lecting a basge is that it be the one best gult-
ed for assigning the pool of costs to cost ob-
jootives in accordangs with benefite derived;
with a traceable cause-and-effech relation-
ship; or with logic and reason, where neither
benefit nor & causs-and-effeot relationship is
determinable,

(2) If & cost grouping can be identified di-
rectly with the cost objective benefitted, it
should be essigned to that coat objootive.

(8) If the expenses in & cost grouping are
mare general in nature, the distrlbution may
be hagsed on & cost epalysis study which re-
sults in an equitable distribution of the
copta, Such cost analysis stndies mey take
into conplderation welghiing faotors, popu-
Intion, or ppace ocoupied if appropriata. Cost
analysis studies, however, must (a) be appro-
priately documented in snifiolent detall fox
subsequent; review by the gognizant agency
for indirect costs, (b) distxibute the costs o
the related cost objectlves in accordanoe
with the rolative benefits derived, (v) be sta-
tdstioally sound, (d) be performed specificelly
&b the institution at which the results are to
bs used, and (e) be reviewsd perlodicelly, but:
pot less freguently then rate negotiations,
updated if nevessary, and used consistently.
Any apsumptions made in the study must be
ptabed and explained. The ume of cost anal-
yels studles and periodic ohangag in the
method of cost distrihution must be fully
Justified.

(4) X a ocost analysis ptudy s not per-
formed, or if the study does not result in an
equitable distribution of the costs, the dis-
tribution must be made in acoordance with
the appropriate base eited in Heotion B, un-
1ess one of the following conditions is meb:

(s) It oan be demonstrated that the use of
g different base wonld result 10 a more equi-
table allooation of the costs, or thet a more
readily available base would not Increage the
oosts oharged to Poderal awards, or

(b) The institution quelifies for, and eleots
to use, the simplified method for computing
indirect (F&A) cost rates described in Sec-
tion D,

(6) Notwithstanding subsection (9), effec-
tive July 1, 1088, & cost analyeis or base other
then that in Section B must not be uped to
digtribute utllity or student services cosbe.
Instoad, subgections B.4.c may be osed in the
recovery of utility costa, R

o, Order of digtribution.

(1) Indirect ("&A) costs are the broad oat-
ogories of costs disoussed in Section B.1.

(2) Depreciation, interost expenses, oper-
ation and maintenance expenses, and general
administrative and general expenses ghould
be sllocated in that order to the remaining
Indirect (P&A) cost cabegories as well es to
the major funotions and specislized service
faoilities of the institution. Other cost cat-
egories may bo allooated in the order deter-
mined to be most appropriete by the institu-

'

45 CFR Subtitle A (10-1-15 Edition)

tions, When oross allocation of costs 1s made
a8 provided in subsaction (8), thig order of al-
location does not apply.

(8) Normally an indirsct (F&A) cost cet-
egory will be considered olosed onoce it has
been allooated to other eost objectives, and
costis may not be subseguently alloocated to
it, However, & oross allocation of costs be-
tween two or more indirect (F&A) copb oat-
egoriey may be used if such allocation will
repult In & more equitable allocation of
cosbs, If s oross alloocation 16 uged, an appro-
priste modification to the compopition of
the indireot (F'&A) cost categories desoribed
in Seotion B is required,

B. Identification and Assignment of Indirect
(I'&A) Costy

1. Definitiion of Faoilities and
Administration

fiee §76.414 which provides the basis for
these indirect cost requiraments.

2, Depreolation

o, The expenses under thig heading are the
portion of the «opts of the insbitubtion's
buildings, capital improvements to lahd and
bufldings, and equipment which are com-
puted in accordance with §76.438,

b, In the ahsence of the alternabives pro-
vided for in Reotion A.2.4, the expenses In-
cluded in this category must be allocated in
the following manner:

(1) Depreoiation on buildings used excin-
sively in the conduot of a single function,
and on oapital improvementn and equipment
used in such buildings, must be assigned to
that fonation.

(2) Depreciation on buildings used for mors
then one function, and on capital improve-
ments and equipment used in such buildings,
musf; be alloonted to the individual fonetions
porformed in each building on the basis of
ueable squere feet of ppace, excluding com-
mon arens #noh as hallways, stairwells, and
rest roomas,

(8) Depreciation on buildings, oapital im-
provements and equipment releted to space
(e.g., individusl rooms, laboratories) wsed
jointly by more than ope funotion (a8 deter-
mined by the users of the space) must be
treated as follows. The ooat of ench jointly
used unit of space must be alloocated to bene-
fitting fanctions on the bagls of:

(a) The employee full-time eguivalents
(I"T'Hs) or salaries and wages of thoze indi-
vidual functions benefitting from the use of
that apace; or

(b) Institution-wide employes FTHs or sal-
arfes and wages applioable to the benefitting
major funotlons (sve Seotion A.1) of the In-
ptiitution,

(4) Depreoiation on certain capitnl im-
provements to land, such as paved parking
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areas, fenoss, sidewalks, and fhe like, not In-
cluded in the cost of huildings, must be allo-
oated to user ontegories of students and em-
ployeeg on & full-time egnivalent basis. The
amount allocated to the studont category
must be assigned to the instruotion function
of the institution. The amount allooated to
the employee oategory must be further alio-
cated to the major funotions of the Institu-
tion in proportion to the palarien and wages
of ell employees applicable to those func-
tions, .

3, Intorest

Interest on debt associated with certain
bulldings, eqipment and capital improve-
ments, a8 defined in §75.449, must be olassi-
fled as an expenditure under the oategory
Facflitles. These oosts must be allocated in
the same manner as the deprociation on the
puildings, equipment snd cepital improve-
ments to which the interest relates,

4. Operation and Maintenance Fxpsnses

8, The expenges under this heading are
thoge that heve been incurred for the admin-
istration, pupervision, operation, . meinte-
nance, preservation, and protection of the in-
gtitution’s vhysical plant. Thoy include ex-
penses normally inourred for such items as
janitorial aud utiliby services;, repairs and
ordinary or normal elterations of buildings,
furniture and eguwipment; care of grounds;
maintenance and operation of buildings and
other plant facilities; pecurity; earthquake
and disaster preparedness; environmental
safety; hapardous waste disposal; property,
Uebility and a1l other insurance relating to
property; spacs and oepital leasing; faoility
plenning and management; rud central re-
celving. The opsration and maintenence ex-
pense category showld also’ inolude its allo-
oable phare of fringe benefit costs, deprecia-
tlon, and interest costs.

b, In the absence of the slternatives pro-
vided for in Section A.2.d, the expemses In-
oluded in this cabtegory must be allocated in
the pame manner as described in subsection
2.1 for depreciation.

o. A utiliby cost adjustment of up to 1.3
poroentage points may be ineluded in the ne-
gotlated indireot cost rate of the THE for or-
ganized researoh, per the computation alter-
natives in paragraphs (o)1) snd () of this
pection:

(1) Where space is devoted to & single funo-
tion and metering allows unambiguous meas-
urement of usage related to that space, costs
must be assigned to the funotion located in
that space.

(3) Where space 18 allooated to different
functions and metering does not allow unam-
biguous monshrement: of ugage by function,
cos&ts must be allooated as follows:

(1) Utilittes oosts should be apportioned to
functions in the same manner ag deprecia-
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tion, based on the caloulabed difference be-
twean the site or building aotnal square foot-
age for monitorad research laboratory spaoce
(site, huilding, floor, or room), and a sepa-
rate oaloulation prepared by the IHE using
the “‘effective square footage'" desoribed in
subseotion (0)(2)(11) of this section.

(i) '‘Effective square footage’ alloonted to
regearoh laboratory space must be onloulated
as the actual square footage times the rel-
atlve energy utilization index (REUI) popted
on the OMB Web eite at the time of g rate
determinetion.

A. This index is the ratio of a laboratory
energy use index (lab RUI) to the cor-
responding index for overall average college
or unlversity space (college AUT),

B, In July 2012, vaines for thege two indioes
(talken respectively from the Lawrence
Berkelay Laboratory “Labs for the 2ist Cen-
fary" ‘benchmarlking tool hitpil/
tabs2ibenchmarking. Ibl.gov/CompareData.php
and the US Department of Energy “Build~
Ingse Bnergy Databook” and  htip//
bufldingsdatabook,eren.doe.gov/CBECS.aypr)
were 910 kBtu/aq 1t-yr. and 166 kKBtu/sq ft-yr,,
so that the adjustment ratio is 2.0 by this
methodology. To retaln currensy, OMB will
adjust the HUI numbers from time to time
(no more often then annually nor less offen
than every 5 years), using rellable and pub-
lioly. disolosed data, Ourrent values of both
the HUIs and the REUI will be posted on the
OMB Woab site,

b, General Administration and General
Expenses

a, The exponses under this heading ave
those that have heen Inocurred for the general
executive and administrative offices of edu-
catfonal ingtitutions and other expenses of o
general obaracter whioch do not relate golely
to any major funotion of the institution; i.e,
solely to (1) imstruction, (3) organized re-
search, (3) other sponsored activities, or (4)
other institutional aotivities, The general
adminietration and general expense category
should also include 1ts allocable share of
fringe bhenefit costs, operation and mainte-
nence oxpense, depreoiablon, and Inbterest
oogts. Hxamples of general adminigtration
and general expenses inolude: Those expenses
ingurred by administrative officos that gerve
the entive aniversity syatem of which the in-
gbitutdon 18 & part; central offices of the in-~
stitution such as the President's or
Chancellor’s office, the offices for instibu-
tlon-wide financial management, business
sorvices, budget and planning, personnel
manegement, and safety and riskk menage-
ment; the office of the General Counspel; and
the operations of the central administrative
manpgement information systems, General
administration and general expepses must
not include expenses Imcurred within non-
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nniversity-wide deans’ offices, acadsmic de-
partments, organized resesrch units, o slmi~
iar orgenizational units, (Bee pubasotion 6.)

b, In the absence of the alternatives pro-
vided for in Section A.2.d, the expenses In-
oluded in this ontegory must be grouped firat
aooording to cormmon major functions of the
ingtitution to which they render services or
provide benefits., The aggrogabo expenses of
each group must then be allocated to serv-
joed or henefitted funotions on the modified
total cost basie, Modified total costs congist
of the game plements an those in Haction 0.2,
When an achivity included in this indirect
("&A) cost category provides a service or
produot to another imstitution.or organisa-
tion, an appropriate adjustment must be
made to either the expensep or the basis of
nllooation or both, to agsure a proper allooa-
tion of costs.

6. Departmental Administration Xixpsnees

&, The expenges under this heading are
those thet have been incurred for adminis-
trative and supporting servicen that benefit
commeon or joint departmental activities or
obfectives in academic deang’ offices, aca-
domin departments and diviglons, and orga-
nized research umits. Organized research
unite include such umits as institutes, study
centers, and research centors, Departmental
administration expsnses are subjent to the
following lmitations.

(1) Academic deuns’ offices, Balarles and
operating expenses are limited to those at-
tributable to administrative functions.

(2) Academio dspartinenta:

(a) Salarles end fringe benefits atbrib-
utable to the administrative work (including
bid and proposal preparaetion) of faculty (n-
oluding department heads) and other profes-
sional personnel condueting research and/or
{nstruotion, must be allowed atb & rate of $.6
poroent of modified total direot costs. This
category does mot include professional busi-
ness or professional administrative officers,
Thig allowance muat be added o the com-
putation of the Indireot (F&A) cost rate for
mejor functions in Section C; the expenses
oovered by the allowance must be excluded
from the departmental administration oost
pool, No dooumentation 18 required o sup-
port this allowance.

(b) Other sdministrative and supporting
expenses incurred within academio depart-
ments are allowable provided they are treat-
od conslptently in like olroumstances. This
would inolude exponses such as the aalaries
of seoretarial and olerical staffs, the salarles
of adminigtrative officers and assistants,
travel, offioe supplies, stockrooms, and the
like,

(8) Other fringe beneflt epsts applicable to
the salarles end wages inocluded In sub-
geotions (1) and (2) are allowable, as well ag
ah appropriate share of general administre-
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tion and general expenses, cperation and
maintenance expenses, and deprectation.

(4) Tederal agencies may authorize reim-
burgement; of additional costs for department
hoads and faoplty only in exceptional cages
where an institution oan demonstrate undue
hardship or detriment to project performn-
ANcY,

b, The following guidelines apply to the de-
termination of departmental administrative
copts as direct or indirect (F&A) costs.

(1) In developing the departmental admin-
iatretion cost pool, speolnl oars should be ex-
eroised to ensure that costs incurred for the
sgame purpose in Uke olroumstances are
treatod consistently as either direoct or indi-
reot (P&A) oopts. For exampls, salaries of
technical staff, laboratory supplies (e.g.,
chamiecals), telephone toll charges, animals,
animal oare oostd, computer oosts, travel
costs, aud ppecialived shop costs must be
treated as direct oostea wherever identifiable
to s partioular oost objective, Direot charg-
ing of these costs may he accomplished
through speocific ldentification of individual
costs to benefitting oost objeotives, or
through recharge conters or specialized serv-
ice facilities, as appropriate under the olr-
cumstances. Ses §§75.413(0) and 76.468.

(2) Itoms such ap office supplies, postage,
looal telephone costs, and memberships must
normally be treated as indirect (I"&A) costs,

o, Il the abgence of the elternabtives pro-
vided for in Beotlon A.2.d, the expenses In-
cluded in this cetegory must be allocated as
follows:

(1) The administrative expenses of the
dean’s offioe of each college and sohaol must
be nlloonted to the academic departments
within that college pr school on the modified
total cost basie,

(2 The administrative expenses of sach
aoademic department, and the department’s
share of the expenses sllocated in smbseotion
(1) must be allooated to the appropriate func-
tions of the department on the modified
total oost basis,

7. Sponsored Projects Adminigtration

&. 'The expsnses under this heading are lim-
ited to those incurred by a separate organi-
zatlon(s) esteblished primarily to adrminister
sponsored projects, inoluding such fanctions
a8 grant and contract administration (¥ed-
eral and non-F'ederal), speaial seourity, pur-
ohasing, personnel, admintstration, ang edit-
ing and publishing of researoh and other re-
poxts. They include the salaries and expenses
of the head of Buch organization, assistants,
and immpdiate stafl, together with the pala-
ries and exponses of personnel engaged in
pupporting activities maintained by the or-
ganization, sach as stook rooms, print shops,
end bhe llke, This oategory also includes an
allooable share of fringe beneflt costs, gen-
eral administration and general exponses,
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operstion and maintenance expenses, and de-
preciation, Appropriate adjustments will be
made for services provided to other functions
or organizations,

b. In the absenoe of the alternatives pro-
vided for in Section A.2.d, the expenses in-
cluded in this category must be allocated to
the major funotions of the institution under
which the sponsorad projects are conducted
on the basls of the modifled tolal cost of
sponsored projecis.

o, An approprinte adjustment must he
mede to eliminate any duplioate charges to
Tederal awards when bhis category includes
gimiler or identicel activities as thope in-
cluded in the general administration and
general expense oategory ot othexr indirect
(F&A) cost items, such as accounting, pro-
ourement, or personnel administration,

8. Library Expsnses

g. The expenses under this heading exe
those that have been incurred for the oper-
ation of the lbrary, incinding the cost of
books and lbrary materials purobesed for
the library, less any items of library ingome
that qualify as applioable oredits under
§75.408, The llbrary expense category ghould
also Incinde the fringe benefits applicable to
the salaries and wages fholuded thersin, an
appropriate share of general administration
and general expense, operation and mainte-
nance expense, snd depreciation. Costs in-
ourred in the purphages of rare books (mu-
geum-type books) with no value to Federal
awards should not be allocated to them.

b, In the abpence of the alternatives pro-
vided for in Section A,2.d, the oxpenses In-
clnded in this category must be allocated
firgt on the basis of primary categories of
ugers, including students, professional em-
playees, and other uders, )

(1) The atudent category must oconsist of
foll-time equivalent students enrolled at the
institutdon, regardless of whether they esrn
oredits towatd a degree or certifionte,

(2) The professionsl employee category
must consist of all faoulty members and
other professional employees of bhe institu-
tlon, on a full-time equivalent hasis. This
category may also inclnde post-doctorate
fellows and graduate stndents.

(3) The other users category must consist
of a reasonable faotor ag determined by jnsti-
tutional records to aseount for all other
users of Ubrary facilitien,

o, Amount allocated in paragreph b of this
pootion must be assigned further es follows:

(1) The amount in the student category
must be assighed to the instruction function
of the institution,

(2) The amount in the professional em-
ployes category rmust be assigned to the
major functions of the institution in propor-
tion to the salaries and wages of all faculty
members and other professional employecs
applicable to those funetions.
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(8) The amount in the other users category
must he agsigned to the ather institutional
aotivitios function of the ingtHtution,

9, Btudent Administration and Services

a, The expenses under thip heading are
those that have heen inourred for the admin-
istration of student affairs and for services
to students, Inoluding expenses of such ac-
tivities ap deans of students, admissions, xeg-
istrex, counseling and placement services,
student advigers, student health and infir-
mary services, oatelogs, and ocommenos-
ments and convocations, The salaries of
membors of the academio staff whose respon-
sibilities to the institution require adminis-
trative work that benefits sponsored projects
may elso be included to the extent that the
portion charged o student: administration is
determined in accordance with Snbpart E of
this part. This expense ocstegory also in-
oludes the fringe benefit costs applicable to
the salaries and wages Included therein, an
appropriate share of genersl administration
and general expensges, operation and mainte-
nance, interest expense, and depreciation,

b, In the absenco of the alternatives pro-
vided for In Section A.2.d, the expenses in
thig oategory must be allocated to the in-
gtraction function, and subsequently to Fed-
eral awards in that function.

10. Ofisot for Indirect ('62A) Expensass Other-
wiaebProvided for by the Wederal Govern-
men

#. The items to be aconmulated under this
hesding are the relmbursements snd other
pryments from the Federal Governmenb
which are made to the institution to support
solely, apeoifionlly, and direotly, in whole or
in paxt, any of the administrative or service
aotivities described 1n subsections 2 through

b, The iters in {his group must bs treated
a8 o oredit to the affeoted individusal indirect
(F&sA) cost oategory before that oatogory is
allocated to benefitting functions.

C. Determination and Application of Indirect:
(F&A) Cast Rate or Rates

1, Indireot (IP&A) Cost Pools

a. (1) Bubject to subseotion b, the separate
ontegorles of Indireot (F&A) costs allocated
to each major function of the ingtitution as
preseribed in Beobion B of this pavagraph G.1-
, must bo aggrogated and treated o8 a ocom-
mon pool for that funotion. The amount in
each pool muat; be divided by the distribution
base degteribed in subsection & tp arrive at &
:ingle indireot (FP&A) cost rate for each func-

on,

(2) The rate for eaoh funotion is weed to
distribute indiveot (F&A) costs to individual
Federal awards of that funotion. Since a
common pool is establighed for each major
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function of the insbitution, a separate indi-
reot (FP&A) cost rate wounld be established for
sach of the major funoctions deseribed in Seo-
tion A.1 under which Iederal awards are oar-
ried out.

(3) Hach institution’s indirect (F&A) gost
rate provess mugh be approprietely designed
to ensure that Federal sponsors do nob in
any way subsidize the indirect (P&A) costs of
other sponsors, specifically activities spon-
gored by industry and foreign governments,
Accordingly, each allocation method nsed to
identify and allooate the indirect ('&A) cont
pools, a8 described In Sections A3, and B.2
fhrough B.9, must contain the full amount of
the institution’s modified total ocosts or
other appropriate units of measurement used
to malke the computations. In addition, the
fina]l rate dlstedbution base (as defined in
subsection 2) for each major funotion (orga-
nized resesroh, instruction, eto,, as desoribed
in Beotion A.1) must contain all the pro-
grams or aotivities whioh utilize the indirect
(P&A) costs allooated to that major func-
tlon. At the time an indireot (P&A) cost pro-
posal is submitted to a cognizant agenoy for
{ndireot costs, esch institution must de-
seribo the provess 1t uses to ensure that Fed-
era) funds are not nsed fo subsidize Industry
and foreign government funded programs,

b. In some instances & single rate hagls for
use across the board on all work within a
mejor function at an institution may noti be
syppropriate. A single rate for research, for
example, might not take into gooount those
different environmental faotors and other
conditions which may affeot substantielly
the indirect (P&A) costs applicable to a par-
tienlay segment of research ab the institu-
tlon. A partioular segment of yesearch mey
bo that performed under e single sponsorad
agreement or it may oonsist of research
under s group of Federal awards perfortned
in & ocommon environment, The environ-
mentsl faotory are not ldmited to the phys-
ioal location of the work. Other importent
factors ave the level of the administrative
support required, the nature of the faciiities
or other resources employed, the solentific
disoiplines or technical skille involved, the
organizational arrangements used, or any
combination thersaf, If & particuler segment
of a pponsored agreernent is performed with-
in an environment which appears to generate
% slgnifioantly different level of indireot
(I'&A) costs, provisions should he made for e
goparate indirect (P&A) cost pool applicable
to such work. The sapatate indirect (F'&A)
post pool should be developed during the reg-
ular course of the rate determination process
ahd the peparate indireot (F&A) conb rate re-

gulting therefrom should be utilized: pro--

vided it s detormined thet (1) suoh indireot
(F&A) cost rate differs significantly from
thet which would have been obtained wndar
subsection a, and (2) the volums of work to
which such rate would spply is material in
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relation to other Federal awards ab the insti~
tution,

4. 'The Distribution Basis

Indirect (F&A) costs must be dlstributied to
apploable Federal awards and other henefit-
ting aotivities within eech mador funotion
(see Beotion A.1, Major fanctiong of an ingti-
tution) on the basis of modified, fotal dirsct
0oBtR MTDO), coneisting of nll selaries and
wages, fringe benefits, materials and sup-
pliep, mervices, twavel, and up to the first
$26,000 of ench submward (regardless of the
period covered by the subaward), MTDC is
defined in §76.2. For this purpoge, sn indirect
(P&A) cost rate should be determined for
each of the saparate Indirsot (FP&A) cost
pools developed pursuant to subsection 1.
The rate In eash case should be stated as the
poroentnge which the amount of the par-
tioular indirect (P&A) cost pool is of the
modified total direct costs identified with
such pool.

3. Negotlated Lump Swum for Indirect (F&A)
Coats

A negotiiated fixed amount in liew of indi-
reot: (F&A) costs may be appropriate for aslf-
contained, off-oampns, or primarily snboon-
traoted aotivities where the benefits derived
from.an ingtitution’s indirect (I"&4) soxvices
cannoti be readily determined. Such nego-
tdated indirect (F'&A) oosts will be treated as
an offset before allocation to instruction, or-
ganized ressarch, cther sponsored activities,
and other imstitutional aotivities. The base
on which such remeining expenses are allo-
oated should be appropriately sdjusted.

4. Predetormined Rates for Indireot (F&A)
Qosts

Publio Law 87-638 (76 Stat. 487) a8 amended
41 U.8.C, 4708) authorizes the wse of pre-
determined rates in determining the *indi-
reot oopts” (Indirect (F&A) costy) applicable
under ressarch agresments with educational
Institntions, The stated objectives of the law
are to simplify the administration of cost-
type research and development contracts (in-
oluding grents) with educational inptitu-
tions, to feollitate the preparation of their
budgets, and to permit more expeditious
oloseout of auch contraots when the work i
cympleted. In view of the potentisl advan-
tages offersd by this prooedure, negotiation
of predetermined rates for indireot (I'&A)
costs for & period of two to four yoers should
be the norm In those situations where the
cost experience and other pertinent faots
avellable are deemed suificlent to enable the
parties involved fo reach an informed judg-
ment a8 to the probable level of indirect
(P&A) costs during the ensuing acoounting
periods,
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b. Negotiated Mixed Rates and Carry-
Forward Provisions

When a fixed rate 18 negotiated in advance
for @ fisoal year (or other time period), the
over- or wader-recovery for that year may be
included as en adjustment te the Indirect
(P&A) oopt for the next rate negotiation,
When the rate-is negotiated before the carry-
forward adjustment is determined, the cerry-
forward pmount may be applled to the next
subsequent rate negotiation. When such ad-
justments are to be mads, each fixed rate he-
gotlated in adyvance for & given perlod will be
computed by applying the expscted indirect
(F&A) costs allocable to Federal awards for
the foreoast perlod plus or minus the patry-
forward adjustment (over- or undexr-recovery)

_from the prior poeriod, $o the forecast die-
tribution bage. Unrecovered amounts under
Tump-sum agreements or cost-shexing provi-
glong of prior years must not be earried for-
ward for qonsideration in the new ratie nego-
tiatdon, There muat, however, be an advance
understanding in vachb oase betwesn the In-
stitution and the cognivant agenoy for indl-
rect costs as to whether these differences
will be considered in the rate negotiabion
rather than maling the determinstion after
the differences are known. Furbher, ingtitu-
tions electing to wse this earry-forward pro-
viaion may not subgeguently chenge without;
prior approval of the cognizant agency for
indireot costs, In the event that an instltu-
tion returns to a post-determined rate, any
over- or under-recovery during the period in
which negotiated fixed rates end ocarry-for-
ward provisions were followed will be in-
cluded in the subsequent post-Getermined
rates. Where multlple rates are used, the
game procedure will be applicable for deter~
mining each rate,

6. Provisional and Final Rates for Indirect
(F&A) Costs

Where the cogpizant agency for indirect
costs determines that cost experience and
other pertinent facts do not justifly the use
of predetermined rvates, or a fixed rate with
a oarty-forward, or if the partles cannot
agree on an equitable rate, & provisionsal rate
must be established. To provent substantial
overpayment or underpayment, the provl-
slonal rate may be adjusted by the cognizant
agency for indirect oosts duking the institu-
ton's fisos]l year. Predetermined or fixed
rates may replace provislonal rates et any
time prior to the close of the inphitution's
fisonl year, If & provisional rate is not re-
placed by a predetermined or fixed rate prior
bo the end of the institution’s fiscal year, 8
fine] rate will be established and upwaerd or
downward adjustments will be made based on
the aotual allowable costé incurred for the
period Involved.
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7. Fixed Rates for the Life of the S8ponsored
Agresment

o, HExcept ag provided in paragraph (c)(1) of
§76.414 Federal agenoies must use the nego-
tiated rates for indirect (F&A) costs in effeot
at the time of the initiel award throughout
the life of the Federal award, Award levels
for Federal awards may not be adjusted in
future years as a resnlb of changes in nego-
tiated rates. ''Negotinted rates’” per the rate
agreement include final, fixed, and predetor-
mined rates and exclude provisional rates,
“Life' for the purpose of this subsection
meang each ocompetitive segment of a
projeot, A competitive segment is a period of
years approved by the Federal awarding
egenoy at the time of the Federal award, If
negotiated rate rgresments do not exbtend
through the life of the Federal sward at the
time of the initial award, them bthe nego-
tinted rate for the last year of the Federal
award muet be extended through the end of
the 1ife of the Federal award.

b, Hxcopt ap provided in §76.414, when an
eduocational institution does not have & nego-
tinted rate with the Federal Government ab
the time of an award (becaugs the edn-
catblonal institution is & new recipient or the
parties cannot reaoh agreement on a rate),
the provisional rate used at the fimae of the
award must be adjusted onee A rate is nego-
tiated and approved by the cognizant agency
for indirect costs,

8. Limitation on Relmbursement of
Administrative Costs

a, Notwithstanding the proviglons of sub-
gseclion O,Le, the administratdve costs
charged to Federal awards awarded or
atnended (inelnding conbtinuetion and re-
newal awards) with effeotive dates beginning
on or after the start of the institution's firsy
fiscal yoar whioh begine on or affer Ootober
1, 1991, must be lmited to 26% of modified
total direct costs (as defined in subsection 2)
for the total of General Administration and
Goneral Expenges, Departmental Adminis-
tration, Sponsored Projeots Administration,
and Student Administratlon and Services
(Including their elipoable shars of deprecia-
ton, interest conts, operation and maintse-
nanoce expenses, and fringe benefitd oosts,
provided by 8Seotion B, Identification and as-
plgnment of indirpct (F&A) costs, and all
other types of expenditures not listed spe-
oifionlly under one of the suboategories of fe-
oilities in Sention B,

b, Institutions ghounld not change thelr ac-
counting or cost allocation methods if the ef-
fect 18 to change the cherging of & partioular
tiype of cont from P&A to direct, or to reolas-
pify oosts, or Increase allocations from the
administrative pools identified in paragraph
B.1 of this Appendix to the other F&A oost
pools or fringe benefits, Cognizant sgencies
for indireot cost are authorized to allow
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changes where an institubion’s charging
praotices sre at variance with scooptable
practices followed by & substantisl majority
of other institutions,

9, Alternative Method for Administrative
Costs

5. Notwithstanding the provisions of pub-
geotion C©.1.8, an fnstitutlon may eleot to
olaim a fixed allowanoe for the *‘Adminis-
tration” portion of direct (F&A) coste, The
allowsnoe could be either 24% of modifiod
total direct oost# or a perpentage equal to
05% of the most recently nepotiiated fixed or
pradetormined rate for the oost pools in-
cluded under *Administration” as defined in
Section B.1, whichever 1a less. Under this al-
ternative, no cosb proposal need e prepared
for the “Administration’ portion of the indi-
reot (W&A) cost rate nor is further {dentifioa-
tlon or documentation of bhese ocosts ve-
guired (see subsection a). Where a negotiated
indirect (FP&A) cost egresment inoludes this
alternative, an institution mugt make no
further cherges for the expendifure cat-
egories desoribed in Seotion B.5, Section B8,
Seotion B.7, and Section B.O.

b. In negotiations of rates for subsequent
periods, an institution that has elected the
option of subsection n may continue to exer-
olde it at the same rate withoub further iden-
tification or documentation of costs,

¢, It an institution elects to accept o
threshold rate as defined in subssction a of
this seotion, 1t is not required to perform &
detailed analysis of its administrative costs.
However, in order to compute the facilities
oomponents of its Indireot (F&A) cost rate,
the ingtitution must reconocile 1ta indirect
(F&A) cost proposal to ite financial sbate-
ments and make appropriate adjustments
and reclassifioations to identify the cosba of
each mejor function as defined in SBection
A1, as well as to identify and allocate the fa-
oilities components, Adminigtrative costs
that are not identified es euch by the insti-
tutdon’s accounting system (such s those in-
ourred in academic departments) will be
olaspified as imstruotional costs for purposes
of reconciling indirect (F'&A) cost proposals
to financia) atatements and allecating facili-
tlea costa,

10. Individual Rate Components .

In order to provide mutually agreed-upon
information for manegement purposes, each
indirect (P&A) cost rate negotiation or de-
termination must include development of a
yate for ench indirect (F&A) costi pool as well
a5 the overall indirect (IP&A} cost rate.

n, Negotdation and Approval of Indirect
(FP&A) Rate

a, Cognizent sgenoy for indirent costs is
defined in §%76.2.
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(1) Cost negotiation cognlzance s aspigned
to the Department of Health and Human
Services (HHS) or the Department of De-
fense's Office of Naval Research (DOD), nor-
melly depending oh which of the two agen-
oles (HHE or DOD) provides more funds to
the eduocational institution for the most re-
cent three years. Informsabion on funding
must be derived from relevant date gathered
by the Natlonal Selence Foundabion, In osses
where neither HHS nor DOD provides Fed-
eral funding to an educational imstitantion,
the oognizent agenoy for indirect costs as-
pignment must default to HHE, Notwiih-
gtanding the method for cognizance deter-
mination degoribed in thip sectlon, other ar-
rangements for cognizance of a particular
eduontional ingtitution may slso be based in
part on the types of research performed at
the educational ingtitution and must he de-
oided based on mutnal agreement between
HHS and DOD. Where o non-Fedoral sntity
only receives funds as a subreciplent, see the
requirements of §75.852.

(2) After cognigance 18 established, 16 mugt
ocontinue for o five-year period.

b. Acceptance of rates. See §75.414.

6. Correoting deficlencien, The cognizent
agency for Indirect ocosts must negotiate
changes needed to correot systems defl-
ofencies relating to accountability for Fed-
eral awards, Cognizant agencies for indirect
costs must eddress the concerns of other af-
feoted agencies, as appropriate, and mush ne-
gotlate special rates for Federal agemoies
thet are reguired to limit recovery of indi-
rect costa by statute, ’

d. Resolving questioned copts. The cog-
nizent agency for indirect costs must con-
duot any necesgary negoblations with an edo-
oationel inptitution regerding atnounts ques-
tioned by audit that are due the IMederal
Government; related to oosts covered by a ne-
gotiated sgreoment,

e, Reimbutpement, Relmbursement to cog-
nizant agencies for lndireot costs for work
porformed under this Part may be made by
reimbursement bllling under the Economy
Act, 81 U.8.0, 1535,

1. Procedure for establishing facilities and
sdministrative rates must be established by
one of the following methods:

(1) Formul negotiation, The oognizant
agency for indireot costs 18 responsible for
negotiating and approving rates for an edu-
oationsl institution on hehelf of all Federal
agencles. Federal awarding agenclies that do
not have cognizance for indirect costs must
potify the ocognizent agenocy for indirect
costs of spepific concerns (i.e., a need to es-
tablish peolal cost rates) which could nffect
the negotiation process, The cognizant agen-
oy for indireot costs must address the con-
cerns of all interested agencles, ag appro-
priate, A pre-negotiation conference may be
Acheduled among all interested agenoles, if
necessary. The cognizant agency for indirect
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copts must then arrange & negotiation con-
ference with the educational institution.

(2) Other then formal negotiation, The cog-
nizant agency for indirect costs and edu-
oationsl institution may reach an agreement
on rates without o formsal negotiation con-
ference; for example, through correspond-
ence or nge of the simplified method de-
seribed in this section D of this Appendix.

g. Farmalizing determinations and agree-
ments, The cognizant agency for indirech
costs must formelize all determinations or
agreements reached with an educational in-
gtitutdon and provide copies to other agen-
oles having an Interest. Debterminations
should include e description of any adjust-
ments, the aotual amount, both dollar and
percentage adjusted, and the reason for mak-
ing adjustments. .

h, Disputies and disagreements. Where the
cognizant agenoy for indirsat costs Is unable
to reach agreement with an eduocational in-
stitution with regard to rates or audit reso-
lution, the appeal system of the cognizent
pgenoy for indirect oosts must be followed
for resolntion of the disagreement,

12, Standard Formet for Bubmission

For faoflities and administrative (Indirect
(F&A)) rate proposals, educational institu-
tions must use the standard formst, shown
in seotion T of this eppendix, to submit their
indireot (PM&A) rate propossl to the cog-
nizant agency for indirect costs. The cog-
nleent agenocy for indirect costs may, on an
ingtitution-by-institution basis, grant exoep-
tions from ell or portions of Part II of the
standard format requirement. This requjre-
ment does not apply to educstional institu-
tions that use the simplified method for cal-
oulating indireat (I'&A) rates, a8 desoribed in
Section D of this Appendix,

Ag provided in secfion 0.10, each F&A. cost
rate negotiation or determination must in-
olude development of a rate for each F&A
cost pool as well as the overall T&A. rate,

D. Simplified Method for 8mall Institutions

1. General

a. Whers the total direct cost of work cov-
ered by this part 76 at an institution does
not exceed $10 million in a fiscsl yesr, the
simplified procedure described in subseotions
2 or 3 may be used in determining allowable
indireot (F'&A) costs. Under this simplified
procedure, the institution's most recent an-
nual finanofal report and immediately avail-
able supporting information must be utilized
a8 & basis for determining the indirect (F&A)
oost rate applicable to all Federal awards,
The institution may use elther the salaries
and wogee (see subsection 2) or modified
total direct costs (see subseotion 3) mp the
distribution basis,

b. The simplified prooedure should not be
used where it produces results which appear

inequitable to the Federal Government or
the institution, In any such ocase, Indirect
("&A) costs should be determined through
use of the regular procedure,

2, 8implified Procedure—Salaries and Wages
Base

a. Hatablish the total smopunt of salaries
and wages Dald to all employess of the insti-
tution. :

b. Esteblish an indirect (F&A) oost pool
consipting of the expenditures (exclugive of
oapital items and othor cogbs speoifioally
identified as unallowable) which customarily
are clussifisd nnder the following titles or
their equivalents: .

(1) General administration and general ex-
ponges (exclusive of costa of gtudent; adminis-
tration amd services, student activities, stu-
dent aid, and scholarships).

(2) Oporation and maintenance of physical
plant and depreoiaetion (after eppropriate ad-
justiment for costs applloable to other instl-
futional activities).

(8) Library,

(4) Department administration expenses,
which will be compubed as 20 percent of the
galaries and expenses of desns end heads of
departments.

In those cases whers expendituree classl-
fied under subsection (1) have previously
been allocated to other ingtitutional aotivi-
ties, they may be included in the indirect
(F&A) cost pool. The total emount of sala-
rieg and wages Included in the indireot (IF&A)
oosti pool must be separetely identified,

o. Hetablish & solary and wage distribution
hase, determined by deducting from the total
of salaries and wages as established In sub-
section &, from the amount of palaries end
wages Inoluded under subsection b,

d. Hstablish the indirect (F&A) cost rate,
determined by dividing the amount: in the in-
direct (F&A) oost pool, subsection b, by the
amount of the distribution hage, pubsection
¢, .

8, Apply the indireot (F&A) cost rate bo di-
rect paleries and wages for individual agres-
ments to determine the amount of indirect
(F&A) costs allooable tio such agreements.

8, Blmplified Proosdure—Modified Total
Direct Cost Base

o, Egtabligh the total costs inourred by the
inatitution for the base period.

b, Eatablieh an indireot (IF&4A) oost pool
congisting of the expenditures (exclusive of
onpital items and other costs specifically
identified a8 unallowable) which customarily
are claspified under the following titles ox
their equivalents:

(1) Genoral adminiptration and general ex-
penges (excluslve of posty of student adminis-
tration end services, student notivities, stu-
dent sid, and scholarships).
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(2) Operation and maintenarice of physical
plant and depreciation (after appropriate ad-
justment for costs appliosble to other insii-
tutional activitieg).

(3) Library.

(4) Department adminisbration expenses,
which will be computied as 20 percent of the
galaries and expenses of deans and heads of
departments. In those oapes where oxpendi-
tures olagsified under subseotion (1) have
previcusly been allocated to other institu-
tional activities, they may be included in the
fndirect (F&A) cost pool, The modified total
direct oosts amount Inolnded in the indirect
(F&A) vost pool mush be separately identi-
fied.

¢, Dstablish a modified total direot cost
distribution base, ag defined in Section 0.2,
that cousists of all institntion's direct func-
tiona,

d. Estableh the indirect (F&A) cost rats,
determined by dividing the amount in the in-
direot (FP&A) cost pool, subseetion b, by the
smount of the distribution bage, subseotion

o

o, Apply the indirect (I'&A) cost rate to
the modified total direct costs for individual
agresments to deterrine the amount of indi-
rech (F&A) costs allpoable to such mgree-
ments,

H, Dooumentation Requirements

The standard format for dooumentation re-
quirements for indirect (indirect (F&A)) rate
praposals for claiming costs under the reg-
ular metbod is available on the OMB Web
site heret  hHpyfwwwashitehouso.gov/ombd/
grants__jorms,

. Certification
1. Oertification of Charges

To assure that expenditures for Federal .

awards are proper and in accordance with
the agresment doouments and approved
projeot budgets, the annugl and/or final fis-
cal reports o vouohers requesting peyment
under the agresments will inolude n certifi-
oation, signed by an enthorized officlal of
the university, which reads *‘By signing thig
report, I certify to the best of my knowledge
and belief that the report is true, complets,
anhd acourate, end the expenditures, dighurse-
ments and opeh recelpts are for the purposes
and intent set forth in the awaxrd doouments,
I am aware that any falge, fictitlous, or
fraudulent information, or the omisplon of
any material fact, may subjeot me to orimi-
nel, civil or administrative penalties for
froud, falge ptatements, false olatms or oth-
erwise. (U.8, Qode, Title 16, Section 1001 and
Title 31, Sections 8729-3788 and 9001-3812)",

4, Cortification of Indireot (F&A) Costs

2., Policy. Cognizant agencies must nob ro-
capt & proposed indireot cosb rate unless
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sich costs have been ocerbtified by the edu-
cational institution using the Certificate of
;:giraot (F&A) Costs set forth in subsection

1.0

. 'The certificate mnst bhe aigned on behalf
of the iInstitution by the chief financial offi-
oer or an individual designated by an Indi-
vidual at a lovel no lower than vice prasident
or chief financiel officer, :

An indirect (P&A) cost rate 18 not binding
upon the Federal Government if the mont xe-
cent requirad proposel from the institution
has not been vertified, Where i 18 necessary
to establish indirect (F&A) ocost rates, and
the institution has not submitted a certified
propopal for establishing such rates in ac-
cordance with the requirements of this sec-
tion, the Federal Government must unilater-
ally eptablish puch rates, Buch rates may be
based upon audited historical date or such
other data that have beon furnished to the
oognizant agency for indireot costs and for
which it oan be demonstrated that all unal-
lowable costa have been excluded. When indi-
rect (F&A) cost rates are unilaterally estab-
lghed by the Iederal Government bscause of
failure of the imstitution to swbmit & cer-
tified proposal for estrblishing auch rates in
gocordance with this seotion, the rates es-
tablished will be set at a level low enough to
ensure that potemtially unellowable costs
will not ha retmburged,

o. Oertificate. 'The certifioate required by
this section xmust be In the following form:

Oertificate of Indirect (F&A) Costy

This is to oortify that to the best of my
knowledge and belief:

(1) I have raviewed the indireot (&A) copt
propogal submitted herewith;

(2) All costs inpluded in this proposal [1den-
tify date] to establish billing or final indi-
reot (F&A) coste rate for [ldentify perlod
covered by rate] are alloweble in agoordance
with the requirements of the Federal agree-
ment(s) to which they apply and with the
oost principles applionble to those agree-
ments,

(8) 'This propopal does not include any costs
which are unallowable under appiicable cost
principles such a3 (without limitation):; pub-
1lio relations ocosts, contributions and dona-
tions, entertainment oosts, fines and pen-
altied, lobbying costs, and defonse of fraud
proceedings; and

(4) Al copts included fn this proposal are
properly allocabls to Federal agreements on
the basis of a beneficial or causal relation-
ship between the expenses inocurred and the
sgreements to which they are sllooated in
accordance with applioable requnirements.

I declare that the foregoing ig true and cor-
reot.

Institution of Higher Bduoabtion:
Signature:

Neme of Officlal:

Tifle;
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Date of BExecution:

AppENDIX IV TO FPART T6—INDIREOT
(F&A) CogTs IDENTIFICATION AND
ASSIGNMENT, AND RATE DETERMINA-
TION FOR NONPROFIT ORGANIZA-
TIONS .

A., General

1, Indirect costs are those thet have been
inourred for common or joint objsotives and
oannot be readily identified with & par-
tioular final cost objeotive. Direct cosh of
minor amounts may be treated as indirect
ooats under the oconditlons described in
§76.413(d). Atter direct costs have been deter-
mined and assigned direotly to ewards or
other work as appropriate, indirect costs ere
those remeining o he allocated to henefib-
ting ocost objeotives. A cost may not be allo-
oated to s Federal award as an Indirect cost
if any other aost inourred for the game pur-
poss, in like ocircumstances, has heen as-
signed to a Federal award as n direct aost,

“Mejor nonprofit orgenizations” sre de-
fined in §76.414. Ses indirest cost; rate report-
ing requirements In sgections B.2.e and B.3.g
of thig Appendix.

B. Allocation of Indirect Costs and
Determination of Indireot Coat Rates

1, General

. If & nonprofit organization has only one
major function, or where all its major func-
tlons benefit from its indirect costs to ap-
proximately the same degres, the allocation
of indjreot costs and the computation of an
indiveot cost rate may be accomplished
through eimplified ellocation procedures, as
demcribed in section B,2 of this Appsndix,

b. Xf an organization has several major
functions which benefit from its indireot
costs in verying degrees, allocation of indi-
oot costs may reguire the acoumulation of
guok ocosts into separate cost growpings
which then ave allooated individually tio ben-
efitting functions by means of a bage which
best mensures the relative degree of benefit.
The indireot copts allocated to each function
are then distributed to individual Federal
awarde and other activities inoluded in that
function by means of an indirent cost rate(s).

0. The determinetion of what constitutes
an organization's major funotions will de-
pend on ite purpose in being; the types of
gervices 1t renders to the publie, its clients,
and its members; and the amount of effort it
dovotes to such mctivities as fundraising,
public information and membership activi-
tles,

d. Specific methods for allocabing indirect
oosts emd computing indirect cost rates
along with the conditions under which each
method should be nsed are desoribed in seo-
tion B.2 through B.6 of this Appendix,
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e, The basge perlod for the allocation of in-
direct costs 1s the period in which such cogts
are inonrred and acoumulated for alloontion
to work performed in that period, The hage
peried normally should colncide with the or-
ganization’s fiscal year bub, in any event,
must be 80 selected as to avoid inegnities in
the allooation of the costs.

2. Simplified Allocation Method

o. Where an organization's major functions
benefit from ite indirect costs to approxi-
mately the same degres, the allocation of in-
direot cogts may he acoomplished by (1) sepa-
roting the organization's total costs for the
basge period as either direct or indirect, and
(1) dividing the total allowable indirect
coste (net of applioable oredits) by an egui-
table distribution bage. The result of thie
process 18 an indirect cost rate which is uaed
to distribute indirect costs to 1ndividuel
Federal awards. The rate should be expresged
a8 the perventagp which the total amount of
alloweble indireot costs bears to the base se-
leoted. This method ghould also bhe used
where an organization has only one major
fanotion encompassing a humher of indi-
vidual projects or sabivities, and may be
used where the lovel of Federal awards to an
organigntion is relatively small. ,

b. Both the direot nosts and the indirect
costs must exclude capltal expenditures and
unallowable costs, However, unallowable
ooats which represent aobivities must be in-
cluded In the direot oosts under the condi-
tions deseribed in §75.413(e).

o, The distribution base may be total di-
rect costs (exoluding oapital expenditures
and other distorbing 1tems, such contracts or
subawards for $26,000 or more), direct sala-
riep and wages, or other hege which results in
an equitable distribution. The distribution
base must exclude partioipant support costs
a8 defined in §76.2.

d. Except where a special rate(s) is re-
quired in accordance with section B.b of this
Appendix, the Indireot cost rate developed
under the above prinoiples is applicable to
all Pederal awards of the orgenization. If a
speoial rate(s) is required, appropriate modi-
floations must be made in order to develop
the special rate(s).

e, For an organigation that receives more
then $10 million in Federal funding of direch
oonts in & fisonl year, B hreakout of the Indi-
rect cost component into two brond oat-
egories, Facllitier and Administration as de-
fined in sechion A.3 of thig Appendix, is re-
quired. The rate fn each case must be stated
a8 the percentage which the amount of the
partionlar indirect cost oategory (f.e., Macili-
ties or Administration) is of the distribution
hase fidentified with that category,

3563




PL. 75, App. IV

8. Multiple Allocation Base Method

o, General, Where an organivation’s indi-
pooct costs benefit ite major functions in
varying degrees, lndireot costs must be acou-
mulated into separate cost groupings, #s de-
soribed in subparagraph b, Bach grouping
must then be ellocated individunlly to bene-
fitting functions by meanp of a base which
hest measures the relative benefits, The de-
fault allooation basee by cost pool are de-
soribed in section B.8.¢ of this Appendix.

b. Identification of indirect costs. Uost
groupings muet be established so as o per-
mit the allocation of each grouping om the
basia of benefite provided to the major func-
tions, Pach grouping must constitute a pool
of expenses that are of like character in
torms of funotions they beneflt and in terms
of the azllocation base which best measures
the relative benefits provided to each func-
tion, The groupings are olassified within the
bwo broad categories; *‘Facilities” and *‘Ad-
ministretion,” ps described in seotion A8 of
this Appendix. The indirect cost pools are de-
fined as follows:

(1) Depreciation. The expenses under this
heading are the portion of the costs of the
orgenization's buildings, oapital improve-
ments to land and buildings, and equipment
which ere computed in aoocordance with
§76.498 .

(2) Intorest. Interest on debt associated
with certain bulldings, equipment and ¢ap-
ital improvements are compuied in acocord-
ance with §76.449,

(8) Oporation and maintenance expenses,
The expenses under this heading ere those
that haye besn inourred for the administre-
tion, operation, maintenance, preservation,
and protectlon of the organization's physioal
plant, They include expenses normally in-
curred for such items as: janitorial and util-
ity services; repaiys and ordinary or normal
slterations of bulldings, furniture and equip-
ment; oaye of grounds; maintenance and op-
eration of buildings and other plant faclll-
ties; meourity; earthqualke and disaster pre-
paredness; environmental safely; hazardous
wagte disposal; properby, labllity end other
insuranes relating to property; space and
oapital leasing; faoility planning and men-
sgement; and cenfral reoeiving. The oper-
atlon and maintenance expenses category
must elsp inolude ite allocable share of
fringe benefit costs, depreciation, end inter-
esh oosts,

(4) General administration and general ex-
pensges. The expenses undar thia hesding are
those that have been inourred for the overall
general exscutive and administratitve offices
of the organization and other expenses of &
goneral nature which do not relate solsly to
any mejor function of the organization, This
category must also inolude its allocable
ghare of fringe benefit coats, operation end
maintenanos expense, depreclation, and in-
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terest costs, Examples of this oategory im-
olude canlbiral offices, suoh as the director's
office, the office of finance, business serv-
joes, budget and planning, personnel, safety
and rigk management, general counssl, man-
nge;nent; information systems, and librexy
aosats,

In developing this cost pool, special care
should be exercised to ensure thab costs in-
onrred for the same purpose In like efr-
ocumgtances are treated oonsistently as el~
ther direot or indirect oosts. For example,
paleries of technlcal steff, project supplies,
project; publication, telephone toll cherges,
computer costs, travel costs, and spaclalized
porviops copts must he trented as direct costs
wherever identifiable to a partioular pro-
gram. The galaries and wages of administya-
tive and pooled olerlonl ptaff should mor-
mally be trested ns indireot cospts, Direot
charging of these copts may be appropriate
a8 desoribed 1n §75,419, Items such ag office
supplies, postage, local telephone costs, peri-
odicals and memberships should normeally be
treatod as tndireot costs,

6, Allooation bases. Actual conditions
must be talen into eccount in selecting the
base to be used in ellecating the expenses in
each grouping to benefitting funotions, The
eppential conslderation in melecting e method
or g bage 18 that it is the one besb suited for
assigning the pool of costs to cost objectives
in acoordance with benefits derived; a trace-
ahle cause and effect relationship; or logic
and reason, where nelther the esuse nor the
effect of the relationship is dsterminable,
Whett an allocation oan he made by aesign- -
ment of & cost grouping directly to the func-
tion benefitted, the alloocation tnuat be made
in that moanner, When the expenges in & cost
grouping are more general in nature, the al-
location muet be made through the use of &
peleoted base which produces resultp that are
equitable to both the Federal Government
and the organivation, The disbribution must
be made in eccordance with the bages de-
soribed herein unless it can be demonstrated
thet the use of a different hase would resuit
in a more equitable allocation of the costs,
or thet a more readily available base wounld
not inorease the costs charged to Federal
awards, The results of speclal cost studies
(suoh 28 an engineering wtility study) must
not be ueed to determine and allocate the in-
direct costs to Federal awards.

(1) Depreciation., Depreciation expenses
must be adlocabed in the following manner;

{n) Depreofation on buildings used excln-
sively in the conduet of a single funotion,
and on capitel lmprovements and equipment
used in such bulldings, must he assigned to
that fuanotion,

(b) Depreoiation on bhuildings nusd for more
then one funotion, and oh oapltal improve-
ments and squipment used in such buildings,
must he allocated o the individual functions
performed in each bullding on the basis of
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upable square feel of space, excluding com-
mon aresd, such ag hallways, steirwells, and
rastrooms,

(6) Depreciation on buildings, oapital im-
provements and equipment related space
{e.p., individual rooms, end laboratories)
used jointly by more then one funotion (ag
determined by the users of the space) musb
be treated ss followa, The coat of each joint-
1y used unik of epace must he allocated to
the benefitting funotions oh the basia of:

(1) the employees and other ugers on a fall-
time equivalent (FTH) basis or salaries and
wages of thope individual functions benefit-
ting from the use of that space; or

(i1) organization-wide employee FTHSs or
salaries and wages applioable to the benefit-
ting funotions of the organization,

(d) Depreciation on oertsin ocapital im-
provements to land, sach as paved perking
areas, fenoces, sldewalks, and the like, not In-
oluded in the coat of bulldings, must be allo-
cated to user oategories on a ITH basis and
distributed to mejor functions in proporticn
to the salaries and wages of all employees
applicable to the funotions,

(2) Interest. Interest costs must bs allo-
sated in the same mannor as the depreola-
tion on the buildings, equipment and capital
equipment to which the interast relates.

(8) Operation and maintenanoe expenses.
Operation and meintenance expenses must
be ellocated {n the same menner ag the de-
preolation,

(d) General administration and goneral ex-
ponses, General administration and general
expenses must be allooated to henefitbing
functions besed on Inodified tobal costs
(UT0), The MTC is the modified total direch
oosts (MTDO), as described in §76.2, plug the
allooated indirect cost proportion. The ex-
penges Included in this category could be
grouped firat acoording to major funotionsg of
the organization to which they render serv-
ices or provide benefits, The aggregate ex-
penges of each group must then be allooated
to benefitting functions based on MTC,

d. Oxder of distribution.

) Indireot cost oategories coneisting of
depreocistion, interest, operafion and mainte-
nanoe, and general administration and gen-
eral expenges must be alloocated in that order
to the remaining indireot cost categories as
well a8 to the major functlons of the organi-
sation. Other cost oategories should be allo;
cated in the order determined to be most ap-
propriate by the organization. This order of
allocation does not apply if oress allocation
of coats is made as provided in peotion B.3.4.2
of thig Appendix,

(2) Normally, en indirest cost category will
be constdered cloged once it hes been allo-
oated to other cost objeotives, end comts
muget not be pubsoguently allocated to it.
Howsever, & orose slloocation of costs between
two or more indirect ocosts oategaries could
be ussd if such allocation will result in a

more equitable allocetion of costs. If a oross
sllooation is uped, en appropriate modifios-
$ion to the composition of the Indirect cost
oategories is required.

o, Application of indirect aost rate or
rates. Iixcept where e spsoiel indirest cost
rete(s) 18 required in acoordance with section
B.h of this Appendix, the separate groupings
of indireot ocosts ellooated to .each major
funotion must be aggregated and.treated as a
common pool for that function. The coats in
the sommon pool must then be distributed to
individuel Iederal awards inoluded in thet
funotion by use of a single indirect cost rate,

{. Distribution basis, Indireot costs must
be distributed to applieable Federal awards
and obther benefifting aotivities within each
major funotion on the basis of MTDO (see
definition in §76.2).

g. Indlvidual Rate Oomponents. An indi-
reat oosb rabe must be determined for each
separate Indlrent copt pool developed. The
rate in ench case must be stated as the per-
contage which the emount of the particnlar
indirect cost pool is of the distribution base
identified with that pool, Hach Indirect cost
ratie negotiation or determination agreement
must inolude development of the rate for
each indirect cost pool as well ag the overall
indirect cost rate. The indirecti cost pools
must be olassified within two brosd oat-
egories: “Feoflities” and *Administration,”
a8 degpribed in seotion A.8 of this Appendix,

4, Direct Allooation Method

7. Some nonprofit organigations treat ell
comta as direct costs except genoral adminia-
tration and general expenses. These organi-
rations generally aeparate their costs into
thres basic categories: (i) General adminig-
tration end general expenses, (i1) fund-
rolsing, and (113) other diveot funotions (in-
oluding profects performed under Federal
awards). Joint costs, such as depreciation,
rental costs, operation and maintenence of
faollities, telophone expenses, and the like
are prorated individually as dirsot costs to
each oategory and to each Federal award or
other activity using & base most appropriste
to the particular apst being prorated.

b. This method is noceptable, provided each
joint cost 18 prorated using a base which ao-
ourately measures the benefits provided to
ench Federal award or ofther sctivity, The
bases must be eatablished in accordance with
regsoneble oriterin, and be supported by our-
ront deta. This method 18 compatible with
the Standards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Organizations issued jointly by the Natlional
Henlth Council, Inc., the National Aesembly
of Voluntary Heslth and Soejal Welfare Or-
ganizations, and the United Way of Amerion,

¢, Under this methed, indirect costs con-
plat exclusively of general administration
and goneral expensen. In all other respects,
the organization’s indirect cost rates mmat
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be computed in the same manner ag that de-
soribed in section B.2 of this Appendix,

5, Speoial Indireot Cost Rates

In some instances, a eingle indirect ocost
rate for all aotivities of an organization or
for eaoh major funetion of the organization
may not be appropriate, sinoe 1t would not
take into acocount those different factors
which may substantielly affect the indirech
costs mpplicable to a partiouiar segment of
worlk, For this purpose, & partlonlar segment
of work may be that performed under & sin-
gle Federal award or it may consist of work
nnder a group of Federal awards performed
in & common environment. These factors
may Inolude the physioal location of the
work, the level of adminfstrative support re-
quired, the nature of the facillties or other
resonreces employed, the splentifio disoiplines
or techniesl ekills involved, the organisa-
tionel arrangements used, or any combina-
tion thereof, When & partioulsr segment of
work is performed in an environment which
appears to generate a significantly different
level of indirect costs, provistons should be
made for a reparate indirect cost pool eppli-
ceble to such work. The separate indireof
cost pool eghould be developed during the
course of the regular allooation process, and
the separate indirect ocost rate resulting
therefrom should be wsed, provided it is do-
termined that (1) the rate differs signifi-
cantly from that which would have been ob-
tained under peotions B.2, B.S, and B4 of this
Appendix, and (1) the volume of work to
which the rate would apply is meterial,

¢. Negotiation and Approval of Indireot Cost
Rates

1, Definitions

As uged in this seotion, the followlng terms
have the meanings set forth in this section:

%, Cognizant agency for indirect cosis means
the Pederal agemoy repponsible for negotl-
ating and approving indirect cost rates for a
nonprofit organization on behalf of all Ted-
eral agencies,

b, Predetermined rate means an indireot cost
rate, applicable to a specified ourrent or fu-
ture period, usnally the organization's fisoal
year. The rate 18 based on an estimate of the
oosts to be inourred during the peried. A pre-
determined rate 18 not subjeot to adjuat-
ment.

o, Fived rate means an indirsot cost rate
which has the game¢ characteristios as a pre-
determined rate, except thabt the differance
between the eatimated oosts and the actual
ooats of the period covered by the rate is car-
ried forward as an adjustment to the rate
computatlion of a pubsequent period,

d., Final rate means an indirect copt rate
applcable to o speolfied past period which is
based on the aotual costs of the perlod. A
final rate in not subject to adjustment.
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8. Provisional rate or billing yoie meahs a
temporary indirect cost rate applioghle to a
spacified period which 1 used for funding, in-
terim reimbursernent, and reporting indirect
nopbs on Tedera) awards pending the eptab-
lishment of n final rate for the period.

I. Fndirect cost proposal means the docu-
mentation prepared by an organization to
substantiate its olalm for the reimbursement
of indirect costs. This proposal provides the
basis for the review and negotiation leading
to the establishment of an organization's in-
direot cost rate.

g. Cost objective means a funotion, organize-
tional subdivision, contract, Faederal award,
or other work unit for which cost data are
desired and for which provision is mede to
soonmulate and measure the cost of proc-
epses, projeots, jobs and ocapltalized projects,

2. Negotiation and Approval of Rates

f. Unless different arrangements ake
agreed to by the Federal egencies concerned,
the Federal agency with the largest dollar
value of IPederal awards with an grganization
will be designated as the oognizant agency
for indireot oosts for the negotietion and ap-
proval of the indireot cost rates and, where
necesgary, ofher rates sach as fringe benefit
and ocomiputer oharge-out rates. Once sn
agenoy I8 essigned cognizance for o pay-
ticulad nonprofit orgenization, the agsign-
ment will not be ohshged unless there ia &
ghift in the dollar volume of the Federal
ewards to the organization for at least three
yeexrs. All conoorned Federal agoncles must
be glven the opporbunity to participate in
the negotiation process bub, affer & rate has
been agreed upon, it will be accepted by all
Federal agencies. When & Federal agenoy has
reason to believe that special operating fao-
tora affecting its Federal awards necessitate
ppesial indirect cost rates in aeocordanocs
with seotion B.6 of this Appendlx, 1t will,
prior to the time the rates are negotiated,
notify the cognizant agency for indirasct
oopts. (Bee also §756.414,) Where a non-Federal
ontity only receives funds es a subreciplent,
goa the requirements of §76.952.

b, Bxcept as otherwise provided in
§7h.414(e), & nonprofit organization which has
not previously established an indirect copb
rote with a Federal agency must pubmit its
initial indirect cost proposal immediately
sfter the organization is advised that o Fed-
oral award will be made and, in no event,
lator than three months after the effective
date of the Federal award,

o. Unleps approved by the cognlzant agency
for indireot ocosts in accordance with
§16.414(f), organizatlons that have previously
established indirect oopt rates must submit s
new indirect cost proposal to the cognizant
agenocy for indirect costs within six months
after the cloge of each fisoal yenr.

356




Department of Health and Human Setvices

d. A predeterinined rate may be negotiated
for use on Federal nwards where there is rea-
sonable aesurance, based on past experience
and reliable projection of the organization's
costs, that the rate 18 not lkely to exceed
rate based on the orgemization's actual costs,

o. Ixed rates may bhe negotiated where
predetermined rates are not consldered ap-
propriate, A fixed rate, however, must not be
negotiated if d) all or & substantlal portion
of the organization’s Federal awards are ex-
peoted to expire before the carry-forward ad-
justment oan be ronde; (11) the mix of Federal
and non-Federal work at the organization ls
too erratic to permit an equitable carry-for-
ward adjnstment; or (1ii) the orgenization’s
operations fluctuate significantly from year
{0 year.

1. Provisional and finel rates must be nego-
tiated where neither predetermined nor fixed
rates are appropriste. Predetermined or
fixed rates mey replace provisional rates at
any time prior to the olose of the organiza-
tion’s fiscal year, If that evemt does not
ooour, a final rate will bs eatablished and nup-
ward or downward sadjustinents will be made
based on the actuel sllowable costs incurred
for the period involved.

g, The repults of each negotiation mapt be
formalized in a written agreement bstween
the cognizant agenoy for indirect costs and
the monprofit orgaunization. The cognizent
agency for indireot oosts muet make avail-
able copies of the agreement: to ull conocerned
Tederal agoncles.

h. ¥ a digpute arises in a negotiation of an
indireot oost rote hebwssn the oognizant
ageney for indirect costs and the nonprofit
organization, the dispute must he resolved in
acoordance with the appeals progedures of
the cognizant agenoy for indirect costs.

1, To the extent that problems are encoun-
tered among the Federal agenocles in conneo-
tion with the negotiation and approval proo-
os8, OMB will lend assistance as required to
resplve puoh probiems in 6 timely mannet.

. Oertification of Indirect (F&A) Costs

3. Required Ceriification. No proposal to
establish 1ndirect (P&A) cost rates must be
aoceptable uniess such costs have been cer-
tified by the non-profit orgamization using
the Oértifioate of Indirect (F&A) Costs met
forth in pubaection b., below, The certificate
must be slgned on behalf of the organization
by an individual at a level no lower than vice
preaident or chief financial officer for the or-
ganization,

2. Certiflorte. Each indirect cost rate pro-
posal must be accompanied by a certification
in the following form:

Oertifioate of Indirect (F'&A) Costs

This is to certify thabt to the best of my
knowledge and belef:

(1) I have reviewed the indirect (F'&A) cost
proposal snbmitted herewlth;
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(2) All costs included in this proposel [iden~
tify date] to establish billing or final indi-
reoti (F&A) oonts rate for [identify perfod
coversd by ratel are allowable in accordance
with the requirements of the Federal awards
to which they apply and with Bubpart B of
part 76

(3) This proposal does not include any costs
which are unallowable under Bubpart B of
part 76 such a8 (without limifation): public
relations costs, contributions and donations,
entortainment costs, fines and penalties, lob-
bying oosts, and defense of fraud pro-
eeedings; and

{4) All coste Inoluded in this proposal are
properly ellocable to Federal awards on the
besis of a beneficial or causal relationship
between the expenses inourred and the Ied-
eral awards to which they are allooated in
aocordance with applicabls requirements,

I declare that the foregoing 1s true and cor-
roct,

Nonprofit: Organization:
Signature:

Name of Official:

Title:

Date of Hixecution:

APPENDIX V TO PART 76—STATE/LOCAL
GOVERNMENTWIDR OENTRAL SERVIOE
0osT ALLOCATION PLANS

A. General

1, Most governmenta) units provide certain
services, suoh as motor puols, computer cen-
tors, purchasing, accounting, eto, (o oper-
atine agencies on a ocentralizved basis, Since
federally-supported ewards atre performed
within the individuel operating agencies,
there needs to be a process whereby thess
central servios copts oan be identified and
assigned to benefitted activities on a reason-
able and consistent basis, The centiral gervios
oot allocation plan provides bhat process.
All costs and other date msed to distribute
the oonts included in the plan should be sup-
ported by formel accounting and other
rogords that will support the propriety of the
o0sts aspigned to Federal awards,

2. Quidelines and illustrablons of central
gorvice oast allocation plang are provided in
& broohure published by the Department of
Heplth and Human Services entitled "4
Guide for State, Local and Indian Tribal Qov-
ernments: Cost Principles end Procedures for
Developing Cost Allocation Plans end Indirect
Cost Rates for Agreements with ithe Federal
Governmeni.” A copy of this brochure may he
obtained from the HHE' Oopt Allopation
Services at hitps:/frates.pse.gov,

B, Definitions

1, Agency or operating agency yneans an or-
ganizational wnit or sub-division within a
governmental nnlt that is responeible for the
performance or administration of Federal
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awards or activities of the governmental
unit,

3, Aliocated central services means central
services that benefit operating agencles hut
are not billed to the agencies on a fee-for-
gervice or stmilar basis. These costs ars alle-
oated to benefitted agenocies on gormae reaton-
able basis, Examples of such services might
include general accounting, peraonnel ad-
ministration, purchasing, eto.

3. Billed central services moans centiral serv-
fopg that are billed to benefitted agencies or
programs on an individual fee-for-service or
similar basis, Typical examples of billed con-
tral servigcep imclude ocomputer services,
transportation eervices, insnrance, and
fringe benefits,

4. Cognizant agency for indirect oosts is de-
fined in §756.2. The determination of vog-
nizant agenoy for indivect coste for states
and loeal governments i desoribed in seotion
rl,

B. Mafor local government means local gov-
ernment: that receives more than $100 million
in direct Federal awards subject to thie part.

0, Soope of the Central Service Qust
Allocation Plans

The central service oost allooation plan
will include all cemtral service costs that
will be olaimed (either as a billed or an allo-
oated vopt) under Federal awards and will be
documented as desoribed in seotion B, Costs
of centrnl services omitted from the plan
will not be retmbursed.

D. Submission Requirements

1. Bach stete will submit a plan to the De-
partment of Health and Human Services for
each year in which 1t claims central service
. oopts under Federal awards. The plan should
jneinde (a) & projection of the next year's al-
located central service cost (based either on
actual costs for the moest recently completed
yoar or the budget projection for the soming
year), end (b) & reconefliation of actual allo-
ontied central gervice oosts to tho estimated
ooats used for either the most recently com-
pleted year or the yesr immediately pre-
voding the most recently completed year,

4, Hach major local government is alse re-
guired to submit & plan to its ocognizant
agonoy for indirect aosts annyally.

8, All other looal governments cleiming
central service coste must develop a plan in
accordence with fhe requirements desoribed
in this Part and maintain the plan and re-
lated supporting documentation for awdlb.
These 100al governments are not required to
submit their plans for Federal approval un-
less they are specifioally requested to do so
by the cognizant agenoy for indirect costs.
Whers s looal government only receives
fands a8 a subreciplent, the pass-through en-
tity will be responsible for monitoring the
subreciplent's plan.
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4, A1} contral servios cost allocation plans
will be prepared and, when reguired, sub-
mitted within six months prior to the begin-
ning of each of the governmental unit’s fis-
cal years in which i1t proposes to olalm cen-
tral service costs, Hxtongions mey he grant-
od by the cognizant agency for indirect copts
on 4 oage-hy-oase basis,

B, Dooumentation Requirements for
Submitted Plans

The dooumentsation reguirements described
in this section may be modified, expanded, or
reduced by the cognizant agenoy for indirect
costs on a oase-by-onse basis, For example,
the requirements mey be reduced for those
central services which have litfle or no im-
paot on Federal awards, Conversely, if & re-
view of a plan indiostes that certain addi-
tional information is needed, and will 1ikely
be nesded in fature years, 1t may be rou-
tinely requested in fature plan submissions,
Items marked with an asterisk (*) should be
submitted only once; subseguent plans
should tnerely indicate any chenges since the
last plan,

1, General

All proposed plans must be accompsnied by
the following: An organization chert suffl-
olently detailed to show operatione incinding
the central servies activities of the state/
local government whether or not they are
shown as benefititing from ocentral service
functions; e copy of the Comprshensive An-
nual Finanoial Report (or & oopy of the Hxec-
ntive Budget if budgeted costs are heing pro-
posed) to support the allowable costs of each
central service aotivity included in the plan;
and, a certifioation (see subgection 4,) that
the plan was prepared in aocordance with
this Part, contains only allowable oosts, and
was propared in & mannexr that treatied slmi-
inr costs oonsistently among the verlous
Federal awards and between Federal and
non-Federal awards/activities.

2. Allooated Central Services

For each sllocsfed central service, the
plan miust alse inolude the following: A brief
description of the gorvice,* an identification
of the unit rendering the service and the op-
erating agenocles receiving the service, the
items of expenee included in the aogt of the
gervice, the method used to distribute the
oost of the service to benefitted agencies,
and a summary schednle showing the allooa-
tlon of esoh service to the apeoifio benefitted
agencles, If any self-insurance funds or
fringo benefits costs are treated es allnoated
(rather than billed) oentral services, doou-
mentation discussed in subsections 8.b, and
©. muet algo be included.
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8. Billed Bervices

8. (Feneral, The information described in
this sectlon must be provided for all billed
contral services, inoluding internal service
funds, self-insurance funds, and fringe ben-
efit funda.

b, Internal service funds.

(1) For sach internal service fund or simi-
lar activity with an operating bndget of $56
million ot more, the plen ynust include: A
brief desoription of ench service; a balance
shest for each fund based on individusl ao-
pounts contained in the governmental unit’s
accounting system; a revenue/sxpenses stabe-
ment, with revenues broken out by source,
¢.9., regular billings, interest earned, eto.; a
Hsting of all non-operating transfers (as de-
fined by Generally Accepted Aoccounting
Principles (GAAP)) into and out of the fund;
a desoription of the procedures (method-
ology) used to charge the copts of each sery-
ice to nsers, including how billing rates are
determined; o schedule of onrrent rates; and,
a sohedule comparing total revenues (Includ-
ing lmputed revenues) genorated by the serv-
joe to the allowable costs of the gervice, ap
determined under this Part, with an expla-
nation of how varianoes will be handled.

(2) Revenues must oonslst of all revenues
generated by the servics, including unbilled
and uncollected ravenuves, If 50me nsers wWere
not billed for the services (or were not billed
at the full rate for that class of users), a
achednle showing the full imputed revenunes
aspoointed with these users must be pro-
vided. Expenses must bs broken out by ob-

jeot cost categories (.9, selaries, snppnes,_

eto.),

o.)SelHnsumnae Funds. For sach self-insur-
ance fund, the plan must include: The fund
balance sheet; & ptatement of revenue and
exponges including & pummery of billings
pnd claims peid by agency; a lsting of all
non-operating transfers into and out of the
fund; the type(s) of riek(s) covered by the
fund (e.g., eutomobile Mability. workers’
compensation, ets.); an explanation of how
the level of fund contribufions are deter-
mined, including a copy of the current actn-
arial report (with the actuarial assumptions
uged) If the contributions are determined on
an aotuarial basis; end, o description of the
prooedures used to charge or allooate fand
nontributions to henefitted aotivities. Re-
serve levels in excess of claims (1) submithei
and adjudioated but not paid, (2) submitbed
but not adindicated, and (3) incurred but not
submitted must be identified and oxplained.

d, Fringe benefits, Por fringe beneflt costs,
ghe plan must inolude: A lsting of fringe
benefits provided to covered employees, and
the overall annual cost of pach type of ben-
efit; ourrent fringe beneflt policies; and pro-
cedures used to charge or allooate the costs
of the benefits to benefitted activities. In ad-
dition,

for ponsion and post-retirement
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health insurance plans, the following infor-
mation must be provided: the governmentel
unit’s funding policies, e.g., legislative bills,
trust agreements, or state-mendated con-
tribution rules, if different from sotmarially
determined retes; the pension plan’s costs
eoorued for the year; the amount funded, and
date(s) of funding; & copy of the current ac-
tuarial report (Ihcluding the actuarial as-
gumptions); the plan trustes’s report; and, a
sohedule from the activity showing the value
of the intersst ocost amsociated with late
fanding.

4, Required Certificntion

Haoh central eervice cost alloosblon plan
will be accompanied by a certifioation in the
following form:

Oertificate of Cost Allooation Plan

This I8 to certify that I have reviewad the
oost rllooation plan submibted herewith and
to the best of my knowledge and bellef:

(1) All costs Included in this proposal [iden-
tify dnte) to establish cost allocations or bil-
1ingg for [identify period covered by plan] are
allowable in accordance with the require-
ments of this Parb and the Federal award(s)
to whioh they apply. Unallowable costs have
been adjusted for in allocating ooste as indi-
ogted in the oopt alloocation plan,

(2) All oosts inoluded in this proposal are
properly allooable to Federal awards on the
basip of a benefiolal or canpal relationship
between the expenses Inourred and the Fed-

eral awards to which bthey are allooated in .

acoordence with applicable 1requirements,
Further, the same ocosts that heve been
treated as Indirect costs have nof been
olaimed as divech costs. Bimilexr types of
oosts have been accounted for consistently.

I declare that the foregoing is true and cor-
roeot,
Governmental Unit:
Signature:
Name of Officlal;
Title;
Date of Brecution;

F, Negotiation and Approvel of Central
Hervice Plang

1, Federal Qognizant Agenoy for Indireot
Cogts Agsignments for Cogt Negotiation

In general, unlegs different arrangements
are agreed to by the conoerned Federal agen-
oles, for oentral service cost allooation
plans, the cognisant agency responsible for
review and approval s the Federal agency
with the largest dollar value of total Federal
awards with a governmental unit. For indi-
rect oost raten and departmental Indirsot
cost allocation plans, the cogniuant agency
is the Federal agenoy with the largest dollar
valae of direct FPederal awards with a govern-
mental unit or component, as appropriate.
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Once designated as the cognizant agenoy for
indirect oosts, the Federal agenoy must re-
main 8o for a perlod of five years. In mddi-
tlon, the following Faderal agencies continue
to be responsible for the indicated govern-
mental entities:

Depariment of Health and Humen Servioes—
Public assistance snd state-wide cosb alloca-
tion plans for all states (including the Dis-
triot of Columbie and Puerto Rico), state
and looal hogpitals, libraries and health dis-
triots.

Department of the Interior—Indian tribal
governments, territorisl governments, and
state end Joonl park and racrestional dig-
triots, .

Department of Labor—State and looal lahor
departments.

Depuriment of Education—B8chool distriots
and state and looal eduoation agpneies.

Department of Agriculture—Btate and local
sgriculture departments.

Deparbment ¢f Transporiation—State and
local sirport and port authorities and tranalt
districts.

Depariment of Commerce—Btate and local
economio development distriots.

Department of Housing and Urban Develop-
ment—State and loeal housing end develop-
ment; distriots,

Environmental Protection Agenoy—8tate and
1ocal water and sewer districts,

4, Roview

All proposed central service cost allocation
plans that are required ta be submitbed will
be reviewed, nogotiated, and approved by the
cognivant agency for indirest costs on a
timely basls, The cognizant agency for indi-
reot oosts will review the proposal within six
months of receipt of the proposal and eithey
negotiate/approve the proposal or advige the
governmental unit of the additional doon-
mentation nesded to supportlevaluate the
proposad plan or the cbanges required to
make the proposnl acoceptable, Once an
agreement with the governmental unit has
been reached, the agreement will be accepted
and nsed by all Federal agencles, unless pro-
hibited or Hmited by statute. Where a Fed-
eral awarding agency has reason to believe
that speclal operating factors affeoting its
Tederal awards necessitate ppecisl consider-
ation, the funding agency will, prior to the
time the plams are negotiated, notify thé
cognizant agenoy for indirect costs.

4. Agreement

The results of each negotiation must be
formalized in o written agresment between
the cognizant agenoy for indireot costs and
the governmental unit, This agreement will
be subject to re-opening if the agreement is
subsequently found to violate a statute or
the information upon which the plan was ne-
gotiated is later found to be materlally in-
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complete or inacourate. The results of the
negotiation must be made mvailable to all
Pederal ageneles for their use.

4, Adjustments

Negotiated cost allooation plans based on a
proposal later found to have included copts
thet: (B) Are nunallowable (i) as specified by
law or regulation, (1) as identifiéd in subpart
F, General Provisions for selected Items of
Cost of this Part, or (iii) by the terms end
conditions of Federal awards, or (b) are unal-
lowable bechuse they are colearly nof allo-
cable to Pederal awards, muat be adjusted, ot
& refand must he made at the option of the
coghlzant agency for indirpet costs, includ-
ing earned ar imputed interert from the date
of transfer and debt intierest, if apploable,
chergeable in accordance with sapplicable
Fedaral cognizant agenoy for indireet costs
regulations, Adjustments or cash refunds
may include, at the option of the cognizani
agency for indirect copbs, earnsd or Imputed
intereat from the date of expenditure and de-
linquent debt interest, if applicable, oharge-
able in acoordance with applicable cognizant
agenoy alaimg oollection regulations, These
afjuatments or refunds are designed to cor-
reot the plans and do not comstitute a re-
opening of the negotiation.

G, Other FPolicies

1. Billed Central Service Aotivities

Hach billed central service activity must
saparately socount for all revenues (inolud-
ing imputed revenues) generated by the sery-
ioe, expenses incurred to furnigh the service,
end profit/ioss.

2. Working Capital Reserves

Internal service funds are dependent wpon
& reasonable level of working capltal roperve
to operate from one billing cyole to the next,
COharges by an internal service aotivity to
provide for the esbablishment and mainte-
nencs of a reasonable level of working cap-
ital reserve, in addltion to the fall recovery
of costs, are allowable, A working oapital re-
sorve as parb of rotained earnings of up to 60
orlendar days cagh expeness for normal oper-
ating purposes is considered ressonable, A
working ocapital reserve exoceeding 60 cal-
endar deys may be approved by the ocog-
nizant agenoy for indireot costs in excep-
tional cases.

3. Carry-Forward Adjustments of Allocated
Oentirnl Servige Josts

Allooated oonfral gervise costs ars ususlly
negotiated and approved for a future fiscal
year on o ‘‘fixed with earry-forward” basis.
Under this progedure, the fixed amounts for
the future year covered by agreement are
not subjeot to adjustment for that year.
However, when the actuasl costs of the yeer
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involved becomne known, the differences be-
tween the fixed amounts previously approved
and the aotual costs will be carried forward
and used as an adjustment to the fixed
amounts established for a later year. This
stoprry-forward” procedurs applies to all cen-
tra) pervices whose costs were fixed in the
approved plan, However, & oarry-forwerd ad-
justment is not permitted, for a central serv-
ice aotivity that was not included in the ap-
proved plan, or for unellowablo costs that
must be rejmburged immediately.

4, Adjustments of Billed Central Hervices

Billing rates used to charge Federsl awards
must be based on the estimated coats of pro-
viding the servioes, including an estimate of
the allocable central service costs, A com-
parison of the revenue generated by each
pilled service (lncluding total revenues
whather 0r not billed or colleoted) tio the ac-
tuzl allowable coste of the sorvice will he
made at lenst annmelly, and an adjustment
will be made for the difference hetween the
revenue and the allowable oosts. These ad-
justments will be mede through one of the
following adjnstment methods: (&) A oash re-
fund including earned or imputed interest
from the dats of transfer and debt interest, 11
applicable, chargeabls in acoordance with
applicable Federal cognizant agenoy for indi-
reot aosts regulations to the Federal Govern-
ment for the Federsl shave of the adjust-
ment, (b) oredits to the amounts charged to
the individual programs, (o) adjustments to
future billing rates, or (d) adjustments to al-
loosted central service costs. Adjustments to
allooated central services will not be per-
mitted where the total amount of the adjust-
ment for a perticular service (Federal share
and non-Federal) share exceeds $500,000. Ad-
justment methods may inoclude, at the option
of the cognizant egenoy, earned or imputed
interest from the date of expenditure and de-
lingnent debt interest, if applicable, charge-
able in acoordance with applicable cognizant
sgenoy claims colleotion regulations.

6. Records Retention

All central service cost allooation plans
and related documentation used as a basis
for ‘cleiming.costs under Federal awards
must: be yetained for audit in accordsnce
with the resords retention reguirements com-
tained in Bubpart D of part 76.

6, Appeals

If a dispube ariges in the negotintion of a
plan between the cognizant agency for indi-
rect costs and the governmental unih, the
dispute must be resoived in accordance with
the appeunls procedures of the oognizant
agency for indireot costs,

7. OMB Asglstance

To the exksnt theb problems are shooun-
tered among the lederal agencies or govern-
mental units in eonnection with the negotia-
tion and epproval pracess, OMB will lend gsa-
sistance, ap required, to resolve aunch prob-
lems in a timely manner,

APPENDIX VITO PART 76—PUBLIO
ASBINTANCE COST ALLOUATION PLANS

A. General

Federally-financed programs administered
by state publioc assistance agenciep are fund-
od predominstely by the Department of
Health and Human Services (HHS), In sup-
port of it stewmrdship requirements, HHS
has published requirements for the develop-
ment, dooumsentation, submieslon, negotia~
fion, and approval of public assistance cost
allooation plans in Subpart ¥ of 45 OFR pavt
85, All administrative costs (direct and indi-
rect) are normally charged to Federal awards
by implementing the poblic agpigtance cost
allocation plan, This Appendix extends thege
requirements t0 ell Federal awarding agen-
oles whose programs ere administered by a
atate publio assiptence agenoy, Major feder-
ally-financed programs typloally adminis-
tered by state publio assistence agenocies in-
clude: Temporary Ald for Needy Familles
(TANF), Medioaid, Food Btamps, Child Sup-
port Enforoement, Adoptlon Aspistanoce and
Fostetr Care, and Social Hervices Blook
Grant,

B. Defitnitions

1, State public assistance agency mepns a
atate agency administering or pupervising
the administration of one or more public as-
pistance prograims operated by the state as
identified in Subpart T of 46 OFR part 95, For
the purpose of this Appendix, these programs
include gl1 programs adminigtersd by the
state publio assistance agenoy,

2. State public assistance agency cosls means
all eosts inourred by, or allocable to, the
state public aselstance agenoy, except ex-
penditures for finanoial agristance, medical
contractor payments, food stamps, and pay-
ments for services and goods provided di-
rootly 6o prograt reciplants.

G, Pollcy

Btate public assistonce egenoles will de-
velop, document and implement, and the
Federal Government will review, negotiate,
and epprove, public aspistance cost alloca-
tion plans in acoordence with Subpart B of 46
OFR part 05. 'The plan will include alt pro-
gramg administered by the state public as-
slstance agency. Where & letter of approval
or disapproval 1s trensmitted to a state pub-
le amssistance agenoy in accordance with
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Subpart H, the letiter will apply to all Fed-
eral agencies and programs., The remaining
gactions of thip Appendix (excepb for the re-
quirement for certification) summarize the
provisions of S8ubpart B of 45 CFR part 5.

D, Submiesion, Documentation, and Ap-
proval of Public Assistanoe Cost Allocation
Plans

1, Btate public assistance agencies are re-
quired to promptly submit amendments to
the copt allooation plan to HHE for review
and approval, .

2. Under the coordination prooess outlined
in seotion E, Review of Implementation of
Approved FPlans, affected Federal agencies
will review all new plans and plan amend-
ments and provide comments, as appro-
priate, to HHS, The effective date of the plan
or plan amendment will be the first day of
the ocalendar querter following the event
that required the amendment, unleps an-
other date is apecifioally approved hy HHS.
HHS, ag the ocognizent agenoy for indireot
oosts acting on hehalf of all affected Federal
agenoles, will, as necessary, conduot negotia-
tions with the stabe public assistance agenoy
and will inform the state agenecy of the ag-
tion taken on the plan or plah amendment.

I, Review of Implementation of Approved
Plans

1, fince public assistance cost alloaation
plans are of s narrntive nature, the raview
during the plan approval process consiets of
oveluating the appropriateness of the pro-
posed groupinge of costs (0o centers) and
the related allooation bases, As such, the
Federal Government nesds some ABBUTancs
that the cost allogation plan has been imple-
mented as approved, This 13 accomplished by
reviews by the Pederal awarding agenoles,
gingle mudits, or andits conducted by the
cognivant agency for indirect costs,

9, Where inappropriate charges affecting
more than one Federal awarding agency are
{dentified, the cognizant HHS cost negotia-
tion office will be edvised and will take the
lead in resolving the issue(s) as provided for
in Subpart B of 46 CFR part 85.

3, If o dispute arises in the pegotiation of
a plap or from a disallowance involving two
or more Pederal awarding agenolos, the dis-
pute must be resolved in acoordance with the
appeals procedures set ont in 45 CFR part 16,
Disputes involving only one Federal award-
ing agency will be resolved in uscoordance
with the Federal awerding sgency’s appeal
process.

4, 'To the extent that problems are sncourn-
tered ammong the Fedoral awarding agenoles
or governmental units in connectlon with
the negotiation and approval progess, the Of-
fice of Management and Budgset will lend as-
slstance, as reqguired, to resolve such prob-
lems in a timely monner.

45 CFR Subtitle A (10-1-15 Edition)

. Unallowable Costs

Clalms developed under approved cost allo-
cation plane will be hased on allowable costs
as 1dentified in thig Part, Where unallowable
costs have been olalmed and reimbursed,
they will be refunded to the program that re-
imbursed the unsllowable ¢ost using ome of
the following methods: (&) A oash refund, (b)
offset 50 A subsoquent olaim, or (o) oredits to
the amounts oharged to individual Federal
awards, Oash refunds, offsebts, and orpdits
may Inolude st the optlon of the cognizant
agency for indirect cost, earned or imputed
intersst from the dete of expenditure and de-
linquent debt interest, if applicable, charge-
able in avoordancs with applicable cognizant
sgenoy for Indirect cost olalms oollectlon
ragualations.

APPENDIX VII T0 PART T5—STATES AND
LoOOAL GOVERNMENT AND INDIAN
TRIBE INDIRECT COBT PROPOBALS

A, General

1. Indirect costs are thosse that have heen
inourred for common or jolnt purposes.
These costs benefit more than one post ob-
jective and cannot be readily identifled with
a partioular final oost obfsotive without of-
fort disproportionate to the results achisved.
After diveot copts have hesn determined and
aspigned directly to Yederal awards and
other sotivities as appropriate, indirest costs
are thoso remaining to be allosated to hene-
fitted cost objentives, A cost may not be al-
looated to & Iederal award as an indirect
oast if any othey cost inonrred for the same
purposs, in like elreumstances, has been as-
plgned to & Pederal award as & direot cost.

2, Indireot costs include () the indireot
copts originating in each department or
sgoncy of the govermmental unit carrying
out IPederal awards and (b) the ocosts of cen-
tral governmentnl services Usbribubted
through the ceniral service eget allooation
plan (a8 degsoribed in Appendix V to part) and
not otherwise treated e dirsct costs,

8. Indireot costs are normally charged to
Federal awards by the use of an indirect cost
rate, A peparate indirect cost rate(s) 18 ueu-
ally nepepsary for each department or agen-
¢y of the governmental unit claiming indi-
ract oosts under Federal awards., Guidelines
and 1llustrasions of indireot; cost proposals
axe provided in & brochure published by the
Department of Health and Human Services
entitled '*A Guide for States and Local Govern-
ment Agencies: Cost Principles and Procedures
for Establishing Cost Allocation Plans and Indi-
rect Cost Rates for Grants and Conireots with
the Federal Government,” A copy of thin bro~
chure may be obtained from the HHS' Oost
Allooation Services st hitps:/rales.pso.gov.

4, Bocause of the diverse characteristios
and acoounting practices of governmental
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units, the types of costs which may be clasgi-
fied as indireot costs cannot bo specified in
all situations, However, typlcal examples of
jndirect costs may inolude certaim state/
local-wide central service oosts, gemeral ad-
ministration of the non-Federal entity aoc-
counting and personnel services performed
within the non-Federal entiby, depreciation
on buirdings and equipment, the costs of op-
erating and maintaining facilities.

5. This Appendix does mot: epply to stabe
public assistance agenoles, Theno agenoles
ghould refer instead to Appendix VI to part
5,

B. Definitions

1, Base means the sccumulated direck copty
(normally efther total direot salarien snd
wages or total direch costs exelusive of any
oxtraordinary or distorting expenditures)
used to distribute indirect costs to indi-
vidual Federal awards. The direct oost bage
pelented ehonld result in ench Federal award
bearing a falr share of the Indirect costs in
reasonable relation to the benefite received
from the costs.

9, Base period for the allocation of indirect
opsts 1s the perlod in which such oopte are in-
curred and acoumulated for ellocation to ac-
tivities performed in that period. The base
period normally ghould coincide wilth the
governmental unit'’s fisonl yoar, but in any
event, mush be so peleoted as to avoid inegui-
ties in the allocation of costs,

3, Cognigant agency for tndirecl costs means
the Federal agency responsible for reviewing
and approving the governmental unit's indi-
raot oot rate(s) on the behalf of the Federal
Government, The cognizant agency for indi-
rect costs assignment 18 desoribed in Appen-
dilx v, seotion F,

4, Final rate means an Indireot coal rate ap-
plicable to e speoified past perlod which is
‘based on the actual allowable copts of the pe-
riod. A fingl andited rate is not subjeot to
adjustment.

B. Fized rate means sn indireot oost rate
which hes the same characteristics as a pre-
determined rate, except that the difference
hetween the estimeted costs and the aotual,
allowable costs of the period covered by the
rate 19 ocarried forward ss an adjustment to
the rate computation of a subseguent period.

6. Indirect cost pool 18 the accumulated
ooty that jointly benefit two or more prg-
grams or other cost ohjectives,

7. Indirect cost yate is a device for deter-
mining in & reasonable manner the propor-
tlon of indireot coste each progrem should
bear. It 1s the ratio (expressed as a porpent-
age) of the indirect oosts to e direct copt
basge.

B. Indirect cost vate proposal means the doo-
umentation prepared by & governmental unit
or subdivision thereof to pubstantiate lts re-
quest for the establishment of an indirect
oost rate.

9. Predetermined rate means an indirect cosb
rate, applioable to a specified current oy fu-
ture period, usually the governmental unit'a
fisoal year. This rate i baged on an estimate
of the costs to be Incurred during the period,
Hxcapt under very unusnal circumstanoces, s,
predeterinined rate is not subject to adjust-
ment. (Besoanse of legal constraints, pre-
determined rates are not permitted for Fed-
eral contracts; they may, however, be need
for grants oY cooperative egresments.) Prs-
determined rates may not he used by govern-
mental units thet have not submitted end
nogotiated the rate with the oognizent agen-
oy for indireat costs. In view of the potential
advantages offered by this procadure, mega-
tiation of predetermined rates for indirech
costa for a perlod of two to four years shonld
be the norm In those sltuations where the
cost experience snd other pertinent facts
ayallable are deemed sufficient to enable the
parties involved to reach an Informed jude-
ment as to the probable level of indirect
oopts during the ensning ascounting periods,

16. Provisionol rate means a temporary indi-
reot cost rate applicable to a specified period
which 18 ueed for funding, interim reimhurse-
ment, and reporting indirect costs on Fed-
eral ewards pending the establishment of e
“final’’ rate for that period,

C. Allooation of Indireot Coste and
Detiermination of Indirect Cost Rates

1. General

a, Where a governmental unit’s depart-
ment or agency has only one major function,

or where all 1ts major fanctions henefit from

the indirect costs to approximately the same
degres, the allocation of indirect costs and
the computation of an indireot cost rate may
be accomplished through simplified allove-
tion prooedures a8 desorlbed in subseotion 2.
Where 8 governmental unit's depart-
ment or agency has peveral major functions
which benefit from its indirect costs in vary-
ing degrees, the allocation of Indireot costs
may require the acoumulation of such copts
into separate oost groupings which then are
allocated individuslly to benefitted func-
tions by meang of & bage which kest meas-
urgs the relative degree of benefit. The indi-
rect copts allocated to each fumotion are
then distributed $o individual PFedexal
awexrds and other activities inoluded in that
funotion by means of an indirsct cost rate(s).
¢, Bpeolfic methods for ellooebing indirvect
costs and computing Indireot ocost rates
along with the conditions under which each
method should be used are degoribed in sub-
seotions 2, 8 and 4,

2. Simplified Method

2. Where a non-Federal entity’s major
functions beneflt from its indireat costs to
spproximately the same degree, the alloca-
tion of indirect costs may he acoomplished
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by (1) olassifying the non-Federal entity’s
total costs for the base period as elther ai-
reob or indirect, end (3) dividing the total al-
loweble indirect costs (nmet of applioable
oredits) by an equitable distribution base,
The result of this process ia an indirect cost
rate which is used to distribute indirect
copts to individual Federal awards. The rate
should be expressed as the percentage which
the total amount of allowable indirect costs
pears to the base seleoted. This method
gshould also be used where a goyernmental
unit's department or agenoy has only one
major function encompassing & number of in-
dividusl projects or activities, and may be
used where the level of Federal awards to
that department or agency is relatively
small,

b. Both the dirsct copts and the indirect
oosts must exolude capitel expenditurss and
unallowable ocoste, However, unallowable
aosts muet be included in the dlrect costs if
they represent activities to which indirect
posty are properly allooable,

0, The distribution base may be (1) total di-
reot costs (excluding oapital exponditures
and other distorting items, such as pass-
through funds, subawards in exoess of §25,000,
pattioipant support costs, ete.), (2) direct sal-
aries and wages, or (8) another base whioh re-
sults in an equiteble distribution,

3. Multiple Allogation Base Method

&, Where a non-Pederal entity's indirect
costs beneflt 1ts major functions in varying
degroes, suoh oosts must be acoumnlated
into eparate cost groupings. Bach grouping
must then be allooated individually to bene-
fitted functions by meuns of a base whioh
best measures the relative bonefits,

b, The oost groupings shonld be established
80 aa to permit the allocation of each group-
ing on the basis of benefits provided to the
major functions. Bach grouping should con-
stitute & pool of expenses thet are of ke
character in ferms of the fanctions they ben-
efit and in terms of the allocation bage
which hest measures the relative benefits
provided fo each funotion. The number of
geparate groupings ehould be held within
praotioal limits, taking into consideration
the materiality of the amounts involved and
the degree of precision needed.

¢, Actmal conditlons must be taken into ac- .

gount in galecting the base to be uged in allo-
ocating the expenses in each grouping to hen-
efitted funotions. When an allocation can be
made by essignment of a cost gronping di-
rootly to the function benefitted, the alloca-
tion muat be made in that manner. When the
expenpes ln a grouping eve more general in
nature, the eallogation should be made
throngh the use of e solected base which pro-
duces repults that are equitable to both the
Tederal Government and the governmental
unit, In general, any cost element or related
factor nmsopiated with the govermmental
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unif’s aotivities is potentially adapteble for
uge &g an allocation base provided that: (1) It
osn readily be expressed in terms of dollars
or other quantitative mensures (botal direct
oosts, direct selaries snd wages, staff hours
appled, sguare feet used, hours of usage,
number of documents processed, population
gorved, and the Hke), and (2) it is oommon to
g‘e benefitted funotions during the base pe-

od. .

d, Iixcept where a special indirent cost
rate(s) 18 required in acocordencs with para-
graph (0)(4) of this Appendix, the separate
groupings of indirect costs allooated to each
major fanotion must be aggregated and
treated as e common pool for that funation,
The oosts in the common pool must then be
distributed to individual Federal awards in-
oluded in that function by uee of a pingle in-
direot cosh rate.

e, ‘The distribution base used in computing
the indirect cost rate for each funetion may
be (1) tokal dfreot costs (exoluding capital ex-
penditures and other distorting items such
a8 pass-through funds, subawerds in excess of
325,000, participant support costs, ete.), (2)
direct palaries and wagses, or (3) another hase
which results in an equitable distiibution,
An Indirect cost rate should be developed for
opch separate indireot cost pool developed,
‘The rate in each oase should be stated ag the
percentage relatlonghlp between the par-
ticular indirect cost pool and the distribu-
tion bage identified with that pool.

4, 8peoial Indirect Cost Ratioy

o, In gome inptances, e single indirect cost
rate for all activities of a non-Federal entity
or for each major function of the agensy may
not be appropriats, It may not taks into ac-
oount those different factors which may sub-
stantially affect the indirect oosts applicable
to a particular program or group of pro-
grama, The faotors may include the physical
looation of the work, the level of administra-
tive support required, the nature of the fa-
ollities or other resources employed, the or-
ganizational arrangements uged, or any com-
bination thereof. When a partioular Federal
award 18 oarried out in an environment
whioh appears to generate a significantly
different level of indireot costs, provisions
ghould be made for a separate Indirect cost
pool applicable to that Federal award. The
peparate indirect cost pool should be devel-
oped durlng the course of the regular alloca-
tlon process, and the separate indreot cost
rate resulting therefrom should be used, pro-
vided that: (1) The rate differs signifioantly
from the rate which would have been devel-
oped under paragraphs (0)2) and (0)3) of
thig Appendix, and (2) the I"ederal awerd to
which the rate would apply i materlal in
amount.

b. Where Faderal statutep reptrict the re-
{imbursement of certain Indirect costs, ik
may be necegsary to develop s spsclal rate
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for the affected Pederal award, Where & “'re-
strioted rate” 18 reguired, the same procs-
dure for developing a non-yestricted rate will
he uged exeept for the additionel step of the
elimination from the indirect cost pool those
costs for which the law prohibits relmburse-
ment.

D. Submission and Documentation of
Proposals

1. Submission of Indirect Cost Rate
Propossls

a. All departments or agenoies of the gov-
ernmental unit desiring to olaim indireot
oogts under Federal awards must prepare an
indirect cost rate proposel and related docu-
mentation to support those costs. The pro-
posal and related dooumentation must be re-
tajned for audlt in ascocordance with the
records retention requirements oontained in
§76.861.

b, A governmental department or agency
unit that receives more than $36 million in
direct Federal funding must submit 1ts indi-
rect 0ost rate proposal to its cognizent agen-
oy for indirect costs, Other governmental de-
partment or agency must develop an indirest
vost proposal in accordance with the require-
ment:s of this Part and maintain the proposal
and related supporting dooumentation for
audit. These governmental departments or
agenoles are not required to snbmib thefr
proposels nnless they are specifioally re-
quested to do so by the cognizant agency for
indireot costs, Whexe & non-Federal entity
only receives funds sg a subreciplent, the
pass-through entity will be responsible for
negotiating and/or monitoring the subrecipi-
ent’s indirect costa,

¢. Hach Indien tribal government desiring
reimburgement of indirect costs must submit
its indirect cost proposal to the Department
of the Interior (its cognizant agency for Indi-
rect coats).

d. Indireot cost proposals must be devel-
oped (and, when required, submitted) within
slx months after the olose of the govern-
mental unit's fiscel year, unless an exception
{s approved by the cognizant agency for Indi-
reot copbe, If the proposed central service
oost allocation plan for the same period hag
not been approved by theb time, the Indirect
aost proposel may be prepared including an
amount for central services that is based on
the latest federally-approved central service
cost allooation plan. The difference between
thepa oentral service amounts and the
smounts uitimately approved will be com-
pensated for by sn adjustment in a subge-
quent period,

2. Documentation of Proposals

The following must be ineluded with each
indjreot cost proposal:

a. The rates proposed, Including subsidiary
work sheets and other relevant data, oross
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referenced and reconciled to the financial
dafa noted in pubgection b. Allocated contwel
gervice costs will be supported by the sum-
mary table included in the approved central
pervioe cost allooption plan, This summary
table {8 not reguired to be submibted with
the indirect cost proposal if the central serv-
ice oost allocation plan for the game fiscel
year has been approved by the cognizant
agency for indirect costs and is .available to
the funding agency,

B, A copy of the financial date (finencial
statements, comprehensive annual flnanoial
report, exeoutive budgets, accounting re-
ports, etc.) upon which the rate is based. Ad-
justments resulting from the wuse of
unendited data will be recognired, where ap-
propriate, by the Federal cognizant agency
for indireot costs in & subssguent proposal.

o, The approximate amount of direoh bage
costs inourred under Federal awards, These
copts should be broken out between salaries
and wegzes and other direot oosts.

d, A chart showing the organizational
structure of the egency during vhe period for
which the propopel applies, along with &
funotional statement(s) noting the duties
and/or responsfbilities of all units that com-
pripe the agenoy. (Once this 18 submitted,
only reviglons need be submitted with subse-
ouent proposals.) ’

*+ 8. Bequired Certification,

Raoh indireot ocost rate proposal must be
sooompanied by & certification in the fol-
lowing form:

Certificate of Indireot Costa

This i8 to certify that I have reviewed the
indireot cost rate propopsl submitted here-
with and to the best of my knowledge and
bellef:

(1) A1l costs included in this proposal [1den-
tify date] to establish billing or final indi-
reot costs rates for [identify period covered
by rate] are allowable in socordance with the
rogquirements of the Pederal award(s) to
which they epply and the provisions of this
46 OFR part 75. Unsllowable coats have bhesn
adjusted for in allooatibg ogsts as indioated
in the indirect cost proposel.

(2) All oosts inoluded in this proposal are
properly slivoable {0 Federal awards on the
basis of a benefioial or omusal relationship
between the expenses inourred and the agree-
ments to which they are allocated in acoord-
ance with applicable reguirements. Farther,
the same costs that have besn treated as in-
direct costs have not been claimed as direct
oosts, Similsr types of costs have been ap-
counted for consistently and the Pederal
Government will he notified of any account-
ing changes that would affect the predeter-
mined rate.

X deolare that the foregoing is true and gor-
rook,
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Governmental Unit:
Signature:

Name of Official:
Title:

Date of Hxeoution:

H. Negotiation and Approvel of Rates

1. Indireot oosb ratep will be reviewed, ne-
gotiated, and approved by the cognizant
pEency on & timely basls. Once a rate hes
been agreed wpon, it will be accepted and
uged by a1l Federal agencies unlegs prohib-
ited or Hinited by statute. Whers a Federal
awarding agency has reason o believe that
gpeolal opsrating factors affecting its Fed-
eral swards necessitate speciel Indirect cost
rates, the funding agemoy will, prior to the
time the rates are negotiated, notify the oog-
nizant agenay for indirect costs,

2, The uae of predetermined rates, if al-
lowed, 18 enoomraged where the cognizant
agency for indirect costs hes reasonable as-
purance based on past experience and rell-
able projeotion of the non-Federal entity's
costs, that the rate 1s not likely to exceed a
rate beged on actnal cosbs. Long-term agres-
ments utilizing predetermined rates extond-
ing over two Or more years are encouraged,
where appropriabe,

8. The regults of esoh negotiation muat be
formelized in a written agreement bhotween
the cognizant agonoy for indireot costs and
the governmental unit., This agreement will
be subject to re-opening if the agreement: 1a
subpequently found to violate a statute, or
the information upon which the plan was ne-
gotiated is later found to be materially in-
complete or inmcourate, The agresd upon
rates musy be made avallable to all Fedoral
ngenoiep for their use.

4, Refonds must be made if proposnls are
lator fonnd to have included costs that (a)
ars unallowable (I) as specified by law or reg-
nlation, (1) as identified in §76.420 of this
part, or (1ii) by the terms and conditions of
Tederal awards, or {(b) are unallowable he-
caupe they are clearly not allocabls to Fed-
oral awards. These adjustments or refunds
will be made regardleas of the type of rate
negotiated (predetermined, final, fixed, or
provisional).

F. Other Polioles

1. Fringe Benefiti Ratos

If overall fringe benefit rates are not ap-
proved for the governmental unit ag part of
the central service cost allooation plan,
these rates will be reviewed, negotlated and
approved for individual recipient agencies
during the indireoct cost negotietion proces.
In thege oases, a praoposed fringe benefit rate
computation should sccompany the indireot
gost proposal, I fxinge benefit rates are nos
uged at the reciplent egenoy level (i.e., the
agency speoifioally identifies fringe benefil
gosts to individual employees), the govern-
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mental undt ghowld so advise the cognizant
agenoy for indireot costa.

2, Billed Services Provided by the Recipient
Agency

In gome cages, governmental departments
or agencies (compenents of the govern-
mentel unit) provide and hill for servioes
gimilar to those covered by central service
008t allocation plans (s.9., computer oen-
ters). Where thls ocemrs, the gavernmental
departments or agencies (components of the
governmental unit) ghould be guided by the
reguirements in Appendix V relating to the
development of billing rates and doowmnenta-
tlon requirements, and should advise bhe
oognizant agency for imdirsct costs of any
billed mervioes. Reviews of these types of
gervices (ineluding reviews of aosting/biiling
methodology, profits or losses, efi¢.) will be
maode on 4 onge-by-oase basia as warranted by
the olrcumetanaes involved.

3, Indireot Cost Allooations Not Using Rates

In certain situations, governmental de-
partments or agencles (components of the
governmental nuntt), becanse of the nature of
their Pederal awards, may be required to de-
velop & 0ost allocation plan that distributen
{ndireot (and, in some ceses, direot) copts to
the spécific funding sources, In these 0ases, &
narrative ocost allocation methodology
should be developed, dogumented, main-
tained for sudit, or submitted, as appro-
priate, to the gognizant agenoy for indirest
oopte for review, negotiation, and approval.

4, Appesls

i a disputs ariges in e negotiation of an in-
direct oost xate (or other rate) between the
cognizant agenoy for indireot oosts and the
goveromental unit, the dispute must be re-
polved in accordanee with the appsals proce-
dures of the cognizant egenoy for indirest
QoBtS,

5, Colleotion of Unallowable Costa and
Brroneous Poyments

Costa speolfically identified as unallowable
and charged to Yederal awards either di-
reotly or indirectly will be refunded (inolud-
ing interest chargemble in accordance with
applicable Federal cognizant agenoy for inds~
reck costs regulations),

6. OMB Assistance

To the extent that problems are encoun-
tersd amohg the Federal agenoies or govern-
mental units in connection with the negotia-
tion and approval process, OMB will lend as-
pigtance, ep required, to resolve such prob-
lems in & tlmely manney.
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APPENDIE VIII TO PART 76—NONPROFIT
ORGANIZATIONS HXEMPTED TFROM
SUBPART B OF PART 76

Advance Teohnology Imabltute (ATI),
Charleston, South Carolina '

Aeprospeoe Corporation, El Segundo, Cali-
fornia

Ameriocan Institutes of Regearch (ATR),
Washington, DO

Argonne Nations) Laboratory, Ohleago, Iili-
nois

Atomic Oasuelty Commission, Washington,

DO

Babtelle Memorial Institute, Headquartered
in Qolumbus, Qhio

Brookhaven Netional Laboxatory, Upton,
New York

. Charles Stark Draper Laboratory, Inocor-
porated, Oambridge, Massachusetts

CONA Corporation (ONAO), Alexandria, Vir-

Inia

Egvironmenta.l Institute of Michigan, Ann
Arbor, Michigan
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APPENDIX IX TO PART 75—PRINOIPLER
FOR DETERMINING COSTS AFPPLICA-
BLRE TO RESDARCH AND DBVELOP-
MBENT UNDER GRANTA AND OCON-
TRAOTS WITH HOSPITALS

A, Purpose and Bcope

1. Objectives

This appendix provides prineiplies for deter-
mining the oosts applicable to research and
development work performed by hospitals
under grants and contracts with the Depart-
ment of Heslth and Human Services. Thege
prinoiples are contined to the subject of cost
determinstion and make no attemp$ to iden-~
tify the ciroumstances or diotate the extent
of hospltal participation in the finanoing of
a6 partionlar research or development
project, The prinoiples are designed to pro-
vide recognition of the full allocated costs of
such research work nnder generally acoepted
aocounting principles. These prinoiples will
be applicable to hoth proprietery and non-
yrofit hoapitals, No provision for profit or
other inorement above cost i provided for in
these principles, However, this is not to be
interpreted as precluding s hegotiated foo
hetween contracting parties when a fep is ap-
propriate.

2, Policy Guides

The successiul applicatlon of these prin-
ciples requires development of mitual under-
standing between reprepentatives of hos-
pitals and of the Department of Health and
Humean Services as to thelr soope, applica-
:lillgy ond interpretation. It 18 recoghized

a, The axrangerments for hospital participa-
tion 1n the financing of a research and devel-
opment project are properly subject to nego-
tiation between the agency and the hospital
concernsd in accordance with such Govern-
ment-wide oriteria as may be applicable,

b. Bach hospital, poasessing its own unique
combination of staff, facilities and experi-
snoe, should be encouraged to conduct re-
pearch in a mammer consonant with its own
Institutional philosophies and objeotives.

¢, Xach hospital in the fulfiliment of its
contraobual obligations ghould be expected
to employ sound management praotiossd.

d. The application of the prinoiples estab-
lished herein shall be in conformance with
the generally acospted acconnting practices
of hospitals.

e. Hogpitals receive reirmubursements from
the Federal Government for differing types
of pervices under various programs guch ag
support of Research and Development (in-
oluding disorete olinical oenters) Health
fervioes Frojects, Medicare, eto. It is essen-
tlal that consistemt procedures for deter-
mining reimbursable costs for similar serv-
loes be employed withont regard to program
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differenoes, Therefore, both the direct and
indirect costs of research programs must be
jdentified a8 & cost cenber(s) for the aost
finding and step-down requirements of the
Medicare program, or in 1ts ebsence the Med-
joald program,

8. Application

All operating agencies within the Depart-
ment of Health and Human Services theb
sponsor research and development work in
hospitals will apply these principles and re-
lated polloy guides in determining the costs
inowrred for such work under gramis and
cost-reimbursement type contracts and sub-
contraots, Thess prinoiples will also be nsed
a8 & guide in the pricing of fixed-price con-
traots gnd subcontracts,

B. Definition of Terms

1. Organized resenych means all resesroh ac-
tivities of a hospital that may be identified
whether the support for puch research is
from & Tfedersl, mnonfederal or Iinternal
SOWTCH,

9. Deparimental research means researoh ag-
tivities that are not separately budgeted and
accounted for, Buch work, whioch includes all
research sotivities mot encompassed under
the term orgamized research, i regavded for
purposes of this dooument as s part of the
patient care activities of the hospital.

8. Research agreement means any valld er-
rengement to perform fedsrally-sponsored
research or development including grents,
cost-reimbursement type contracts, cost-re-
imburgement type subeontracts, and fixed-
prios contracts and subcontraots,

4, Instruction and training means the formal
or informal programs of sduoating and trein-
fng teohnioal and professional health serv-
ices peraocnnel, primarily medical and nurs-
ing training, This acotiviby, il separately
budgeted or identiflable with speoifio ocosts,
should be vonsidered a8 a cost objechive for
purposes of indireot cost allocations and the
development of patient oare costs,

. Other haspital activities means all orga-
niged activities of o hospital not imme-
dintely related to the patient onre, research,
and ingtroetional and tralning functions
which produce identifiable revenue from the
porformance of thege activities. Xf a non-re-
Jated motivity does mot produce identifiable
revenue, 1t may be necessary to allooate this
expense using an appropriate basis. In such o
case, the activity may be inoluded 48 an allo-
cable cost (Sue paragraph 0.4 below.) Also in-
olnded under this definition 18 any category
of oost treated as “Unalloweble,” provided
such category of cosb identifies & function or
aotivity to whioh a portion of the Institu-
tion’s indireot cost (a8 defined in paragraph
T.1,) axe properly allocable, :

6. Patient care meane those departments ox
oost canters which render routine or anoil-
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lary services bo Iin-patients and/or outb-pa-
tlents, As ueed in paragraph 12.w, 1t means
the cost of these services applicable to pa-
tlents involved in research programs.

1. Allocation means the proocess by which
the indireot costs are assigned as between:

a, Organized ressaroh,

b, Patient oare including departmental re-
gearoh, :

o. Instruction and training, and

d. Other haspital activities,

8, Cost center means an ldentifiable depart-
ment or ares (Including research) within the
hoapital which has bsen assigned an socount
number in the hospifal scoounting system
for the purpose of sccumulating expenss by
department ox area,

9, Cost finding i8 the process of recasting
the date derived from the accounts ordi-
naylly kept by & hospital to ascertain cpste
of the various types of gervices rendered. It
is the determinabion of direct costs by ape-
oifio 1dentification and the proration of indi-
rect costs by allocation,

10, Step down is & cost finding method that
rocognizes that services rendered by certinin
nonrevenue-produoing departments or cen-
ters ars utilized by cortain other nonrevenue
producing centers as well as by the revenue-
producing centera. All costs of nonreventie-
producing oenters are alicoated to all cen~
torp which they serve, regardless of whether
or noti these centers produce revenue, I'ol-
Jowing the apportionment of the cost of the
nonrevenue-producing oenter, that center
will be congidered closed and no further costs
are apportioned tio that center,

11, Scatter bed i 8 bed asslgned to a re-
search pationt based on availabilibty. Re-
gearch patients ecoupying these beds are not
physically segregated from nonresearch pa~
tients oooupying beds. Soattor beds are geo-
graphically dispersed among all the beds
avallable for use in the hospital, There are
no speclal featores attendant to n soatter
bed that distinguishes it from others that
oould Just as well have been ocoupled.

12, Disorete bed is & bed or beds that have
been set aside for ocoupancy by ragearch pa~
tlenta and are physioally segregated from
other hospital beds in an environment that
permits an’ easily asoertainakle allocation of
oosts asgociated with the space they oaoupy
and the servioces they generate.

G, Baslo Conslderakions

1, Composition of Total Josta

The oopt of a research agresment is oom-
prised of the alloweble direct costs incldent
to its performance plus the alloocabls portion
of the allowable indirect costs of the hospital
less applioable oredits. (See paragraph C.5.)

2, Paotors Affeoting Allowability of Qosts

The tests of allowability of costs under
thege principled are:
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. They muat be reasonable.

b. They must be assigned to researoh
agreemonts under the standards and methods
provided herein,

¢. They must bo accorded consisbent treat-
ment through application of those generally
accepted accounting principles appropriate
to the oiroumptances (Bee paragraph A.2.e.)
and

d, They must conform to.any limitations
or exclusions set forth in there principles or
in the research agreement m# to types or
amounnts of cost items,

3. Repsongble Ooats

A cost may be considered reasonable if the
nature of the goods or pervicep asquired or
appiied, snd the amount involved therefor
reflect the sactlon that = nrudent person
would have taken under the cirenmstances
prevailing ab the time the deolsion to inour
the cost was made, Major considerations in-
volved in the determination of the resson-
ahleness of a cost are;

2. Whether or not the cost 13 of a type gen-
erally recognized ag necessary for the oper-
ation of the hospital or the performence of
the resenrch agreement,

b. The restreints or requirements impossd
by such faotors as arm's length bargaining,
foderal and state laws and regulations, and
research agreement terms and conditions,

6. Whether or not the individuals oon-
cerned soted with due pruodence in the oir-
cnmstances, considering their responsibil-
ities to the hospital, 1ts patdents, ts employ-~
ees, its students, the Government, and the
public at large, and

d. The extent to which the aoctions taken
with respect to the inourrence of the cost are
congplstent with established hospital policles
and practices applicable to the work of the
hospital generally, including Government ra-
gearch,

4, Allooable Qosts

a, A oost s allocable to & particular cont
.center ({.e., a speclifio funotion, project, re~
search agteement, department, or the like) if
the goods or gerviges involved are chargeable
or aesignable to such gost oenter in accord-
ance with relative benefits received or other
equitable relationship. Subjeot to the fore-
going, a oost s alloosble to a research agree-
ment if it in Inowrred golely to advence the
work under the research agreement; or it
bonefits both the research asgreement and
other work of the hospital in proportions
thet can be approximeted through use of rea-
sonshle methods; or it is neaspeary to the
overall operation of the hospital and, in light
of the standards provided in this chapter; i8
desmed to be assignable in part to organized
repearoh, Where the purchaese of sguipment
or other oapital items are specifically au-
thorized under a research agreement, the
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amounts thup authorized for such purchases
are alloceble to the research agreement re-
gardless of the use that may subssquently bs
made of the equipment or other capital
items involved.

b. Any costs allooable to & particular re-
searoh agreement under the gtandards pro-
vided in these principles may not be shifted
to other research agreements -in order to
mesot defloiencles ocaused by overrung or
other fund considerations, to avold resfirlo-
tlone imposed by law or by terms of the re-
soproh agreement, or for other reasons of
convenienos,

6. Applioable Oredits

8, The term applicable credits refexs to
those reoeipts or negative expenditure types
of transactions which operate to offset or re-
duce expengs 1tems that ere ellocable to re-
search agreements as direct or indirest costs
a8 outlined ih paragraph B.1, Typlical exam-
ples of suoh tranpactions are: Purchase die-
counts, rebatey, or allowanoces; recoveries or
indemnities on losses; sales of serap or inef-
dental services; tuition; adjustments of over-
payments or erroneous charges; and services
rendered to patients admitted to fodorally
funded olinleal research centers, primerily
for care though also partioipating in re-
search protocols,

b. In some instanoes, the amounts received
from the Federal Government to fihance hos-
pital aotivities or service gperations ghould
be treated es appliceble credits., Specifically,
the oconcept of netting such oredit items
agalnsl related expenditures should he ap-
plied by the hospital in determining the
rates or amounts to be oherged o govern-
ment resesroh for services rendered when-
evelr the facilities ox other respurces used ih
providing such gervices have been financed
divesbly, in whole or in pavt, by federal
funds, Thus, where such items are provided
for or benefit a partioular hospitel activity,
i.e,, patient care, researph, ingtruotion and
training, or other, they should be treated as
an offset to the indireot oosts apportioned to
that activity. Where the benefits are com-
mon to all hospital sotivitiey they should be
trested as a credit to the total indireot cost
pool before allooation to the various cost ob-
jectlves. .

D, Direct Copts

1, General

Direot costs are those that can be identi-
fied specifically with a particular cost cen-
ter, FPor this purpose, the term cost center
rofersa not only to the ultimafbe centers
agninst which coste are finelly lodged such
as reseatrch agreements, but also to other es-
tablished cost centers such as the individual
acoounts for recording partionlar objeots or
items of expenss, and the separate account
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groupinga designed to record the expenses in-
ourred by individual orgenizationsl units,
functions, projects end the Hke. In general,
the administrative funofions and service ac-
tivities described in paragraph VI are identi-
flable as peparate cost centers, and the ex-
penses associated with such venters become
oligible in due course for distribution as in-
direct costs of research agreements and
other ultimate cosb centers.

2. Application to Research Agreements

Ydentifiable beneflt to the research work
rather than the nature of the goods angd serv-
ioes involved 18 the determining fector in
distinguishing direct from indirect costs of
resparch agreements. Typloal of transactions
chargeable to a research agreement as direot
costs are the compensafion of employees for

the time or effort devoted to the perform-.

anos of work under the research agreement,
inoluding related staff benefit end pension
plan costs to the extent that such items are
pongistently acoorded to all employees and
treatod by the hospital as direot rather than
indirect costs (see pavagraph H.2.4(2)); the
costs of meterials consumed or expehded in
the performance of such work; and other
1tems of expense inourred for the research
agreement, such a8 extraprdinary ublilty
consumption. The cost of materials supplied
from stock or services rendered by speoial-
ized faoilities or other imstibutionel service
operations may be included ag direot costs of
researoh egresments provided snch items are
consigtently treated hy the institution as dl-
reot rather than indirect costs and are
oherged nnder s recognized method of cost-
ing or pricing designed to recover only the
actmal direot and indireot costs of such ma-
terinl or gorvice and sonforming to generally
sceepted ocost accounting practices consist-
ently followed by the institution.

B, Indirect Costs

1, General

Indirect costs are those thab have been in-
ourrad for common or joint objectives, and
thus are not readily subjeot to treatment as
direct gosts of research agresments or other
ultimate or revemue prodnoing cost centers,
In hospitals such copts normelly are olassi-
fied but not necesearily restricted to the fol-
lowing funotional oategories: Depreciation;
Administrative and General (including fringe
benefits 1f not charged directly); Operation
of Plant; Maintenance of Plant; Laundry and
Linen Service; Housekeeping; Dietary; Main-
tonance of Personnel; and Medioal Records
and Librery,

2, Oriteria for Distribution

4. Base peried.
A base period for distribution of indireot
copts is the period during which such costs
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ore incurred and acoumulated for distribu-
tlon to work performed within that period.
The base period . normally should coinefde
with the fiscal year established by the hos-
pital, but in any event the base period should
be 80 selected as to avold inequities in the
distribution of vosts,

b, Need for cost groupings.

The overall objective of thé allooation
proocess is to distribute the indirsot costs de-
gserlbed In paragraph ¥. fo organized re-
genrch, patient cate, instruction and train-
ing, and other hospital activities in reason-
able proportions consistent with the nature
and extent of the use of the hospltal's re-
pources by reseanrch personnel, medical sbafr,
patients, students, and other personnel or or-
ganizations. In order to achleva this objec-
tive with ressonable precision, 1t may be
necesgary to provide for pelective distribu-
Hon by esteblishing separate grouplnga of
oot within one or more of the functional
oategories of indirect coste referred to in
pexagraph 1.1, In general, the cost groupings
established within a functional category
should comstitute, in each oase, a pool of
those 1tems of expenee that are considered to
be of like character in terms of their relative
contribution fo (or degree of remoteness
from) the parfioular sost centers to whioh
distribution {s appropriate. Each guch pool
or cost grouping shouwld then be distributed
individually to the related oost centers,
uging the digtribution base or method most
appropriate in the light of the guldes set out
in 2.,6. below. While this parsgraph places -
primary emphasis on b sbep-down method of
indirect cogb computation, paragraph H, pro-
vides an alternate method which muny be
used under certain conditions,

©. Selection of distribution method,

Actua) conditions mush be taken'into ac-
count in peleoting the method or basge to he
used in distributing to related oost centery
the expenses asgemblied under each of the in-
dividual cost groups established es indiceted
under 2.h. above, Where s distribution can be
made by assignment of a cort grouping di-
reotly to the aren benefited, the distribution
should be made in that manner, Care should
be glven, however, to eliminate similar or
duplioative costs from any other distribution
made to this area, Where the expenses under
& oost grouping are more general in nabure,
the distrlbution to related ovopt oenters
should be mede through wee of e seleoted
base which will produce resnlts which grse eq-
uitable to both the Government and the hog-
pitel. In general, any oost element or cost-
related factor associated with the hospital's
work is potentlally adeptable for use as a
digtribution base provided:

(1) 1t can readily be expressed in berms of
dollars or other gquantdtative measure (total
direct expenditures, direct salaries, man-
hourg applied, square feet utilized, hours of
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ueage, number of docouments processed, popu-
lation served, and the like); and

(2) It 1s common to the related cost centers
during the bese period. The essential consid-
eration in selection of the dlstribution base
in each instance ig that it be the one hest
suited for assigning the pool of costs to re-
1ated cost centers in noocord with the relative
benefite derlved; the traceable cause and ef-
fect relationship; or logle and reason, where
npeither henefit nor oause and effect relation:
ship 18 determinable.

Q. General aonsideration on cost groupings.

The extent to whioch separate cost
groupings and seleative distribution would
be appropriate at & hospital 18 a matter of
judgment to be determined on a oage-by-oase
bagis, Typlosl situations which maey warrant
the establishment of two or more geparate
cost groups (baged on pocount olassification
or analysis) within a funotional sategory in-
olude but are not: limited to the following:

(1) Where certain items or categories of ex-
penge relate solely to one of the major divl-
slons of the hospital (vatient care, sponsorad
resoarch, instruction end Graining, or other
‘hospital activities) or {o any two bub not all,
such expenses should be set aslde as & sepa-
rate cost grouping for divect assignment or
geleotive distribution in accordance with the
gnides provided in 2.0, and 2.c.above.

(%) Where any types of expense ordinary
trented as indirect cost as outlined in para-
eraph are charged to research agreements as
direct costs, the similar type expenses appli-
cable to other activities of the institution
must through separatse cost grouping be ex-
oluded from the indirect costs allocable ko
repearch agreements.

(3) Where 16 is determined that certain ex-
penses are for the support of & service unit or
faoility whope output {8 susceptible of meas-
urement on a workload or other quentitative
basis, suoh expenses should be set aside a8 o
geparate cost grouplng for distribution on
such basis to organized researoh and other
hospltal sotivities. ‘

(4) Where organized activities (inclmding
identifiable segments of organized research
Bs well as the activities oited inB.5.) provide
thelr own purchasing, nersonnel administra-
tion, building maintenance, or housekeeping
or similar service, the distvibution of such
elements of indirect cost to such activities
should be sccomplished through cost group-
ing which inpludes only that portion of cen-
tral indirsct coste (smch as for overall man-
agement) whioh are properly allocable to
suoh aotivities,

(5) Where the hospital eleots to treat as in-
direct charges the costs of pension plans and
othoer staff benofits, such costs should be set
aside as a separate cost grouping for selec-
tive distribution to related cost centers, in-
cluding organived research.

(6) Where the hospital is affiliated with a
medical school oy some other institwtion

which yperforms organized resesrch on the
hospital's premises, every effort should be
made to establish separate oos$ groupings in
the Administrative and General or other ap-
plicable category which will reasonably re-
fleot the use of services and facjlities by such
resenroh. (Bee also paragraph,)

e, Materiality.

Whers 1t is determined that the use of sep-
arate cost groupings and geleotive distribu-
tion are necessary to produce equiteble re-
sults, the number of such separate ocosh
groupings within s functional category
should be held within praotioal limits, after
taking into consideration the materiality of
the amounts involyed and the degree of pre-
clsion attainable through lees seleotive
methods of distribution,

3, Administration of Limitations on
Allowances for Indireot Qosts

a, Research grants mey be subjeot to lawa
and/or siminlstrative regulations that limit
the allowancs for indirect costs under each
such grant to o stated percentage of the dfi-
rect costs allowed. Agencies that sponsor
such grants will establieh procedures which
will assure that:

(1) The terms and amount suthorized in
each omse oconform with the provisions of
pavagraphs O, B, and I of these prinoiples ag
they apply to matters Involving the con-
pistent treatment and pllowability of indi-
vidual items of cost; and

(2) The amotunt actually sllowed for indi-
ract copts under each such research grant

does mot exceed the maxitnum gllowable -

under the limitation or the amount other-
wise allowable under these principles, which-
over is the smaller,

b, Whers the aobuel allowange for indireot
oosts on any research grant must be re-
strioted to the smaller of the two alternative
amounts referred to in 8.a. above, suoch alter-
native amounts should be determined fn ag-
cordance with the following guides:

(1) The maximum allowable under the limi-
fation should be established by applying the
gtated perosntage to & direct coet bass which
ghall include all items of expenditure au-
thorized by the sponsoring agency for incla-
glon as part of the total cost for the direct
benetit of the work under the grant; and

(2) The amount otherwige allowable nnder
these principtes should be established by ap-
plying (he ourrent inafitutional indirect vost
rate to thope elements of direot oost which
were inoluded in the base on which the rate
wes computed.

¢. When the meximum amount allowable
under & statutory limitation or the terms of
2 research agreement is less than the
amount otherwise allocable as indirect costs
under these prinoiples, the amount not re-
coverable as Indirect costs under the re-
search agreement involved mey not be shift-
ed to other research agreements,
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1, Idontification and Assignment: of Indirect
Costs

1. Depreciation or Use Charge

a. The expenses nuder thig heading should
include depreciation (as defined in paragraph
1,24(1)) on buildings, fixed equipment, and
movable equipment, except to the extent
purchased through federal funds, Where ade-
gquate records for the recording of depreois~
tion are not ayallable, & use charge may be
pubstituted for depreciation (Bee paragraph
1.2.

b? The expenses included in this category
should be allooated to applicable cost ven-~
ters in o manner consiatent with the guides
sot forth in paragraph H.2., oh a basie that
gives primary emphasis to (a) space utiliza-
tion with respeot to depreclation on build-
ings nnd fixed equipment; and (b) speecific
fdentifiontion of assets and thelr use with re-
gpeot to movable equipment as it relates to
patient care, organized research, instruction
and training, and other hompiisal activities.
Where such reoords are not: sufficlent for the
purpose of the foregoing, reasonable esti-
mates will suflice a3 a menue for effeoting
distribution of the pmounts involved.

2, Administration and Genersl Expenses

a. The exponges under this heading ave
those that have been incurred for the admin-
istrative offices of the hospital including ao-
gounting, personnel, purohaging, information
oenters, telephone expense, and the like
which do not relate solely to any major divi-
gion of the ingtitution, 4.e., solely to patient
cate, organized research, instriotiom and
treining, or other hospital activities,

. The oxpenses included in this cetegory
may be allocated on the basis of total ex-
penditnres exclusive of capital expenditures,
or sadaries and wages in sibuations where the
results of the distribution mede on this basis
are deemed to be eguitable both to the Gov-
ernment and the hoppital; otherwise the dis-
tdbution of Admintstration and General ex-
penses should be made through use of se-
Jocted bases, applded to seeparate cost
groupings established within this oategory of
expenges in aocordance with the gumides set
out in paragraph H.2,

3, Operabion of Plant

&, The expenses under this heading are
those that have heen inourred by a central
service organization or at the departmental
Jevel for the edminigtration, supervision, and
provision of utilities (exclusive of telepbone
expense) and proteotive servioss to the phys-
ioal plant, They include expenses inourred
for such items as power plant operations,
general utility oosts, elevator operations,
protection sorvices, and general parking lots,

b. The expenges inoluded in this category
shonld be allooated to applioable cost cen-
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ters in s manner consiptent with the guides
proyided in paragraph BEQ2,, on a bagly that
glves primery emphasis to space néilization.
;I'he allooations should be developed as fol-
ows:

(1) Where actuel gpage and related oost
records are available or can readily be devel-
opad and maintelned without significant
change in the accomnting praotices, the
amount distributed should be based on such
regords;

() Where the space and related cost
records maintained are not suffiolent for
purposes of the foregoing, & reasonable enti-
mate of the proportion of total space as-
pigned to the varicus costs centers normally
will puffice as o means for effecting distribu-~
tion of the amounts involved; or

(3) Where it can be demonstrated that an
ares or volums or space hagis of allgoation ia
impractical or inequitable, other bases may
be uged provided consideration Is given to
the uee of faoilities by ressarch personnel
and others, Inoluding patients,

4, Maintenanoe of Plant

&, The expenges under this heading ehould
inoclude:

(1) All snlaries and wages pertaining to ox-
dinary repelr and malntenanoce work per-
formed by employees on the payroll of the
hospital; )

(2) All supplies and parts used in the ordi-
nary repairing and maintaining of buildings
and general equipment; and

(3) Amounts pald to outside conoerns for
the ordinary repaitring and maintsining of
buildings and general equipment,

b, The expenaes inoluded in this category
should he allooated to applicable cost cen-
ters in & mannsyr conslstent with the guldes
providad in peragraph E.2, on a besls that
glives primary emphesis to space utilzation,
The allooations and apportionments shonld
he developed as follows:

(1) Where actuel space and related oosh
regords are avallable and can readily be de-
veloped and meintained without significant
ohange in the asccounting practices, the
amount distributed should be based on such
reoords;

(2) Where the space and related cosb
racords maintained are not sufficlent for
purposes of the foregoing, a ressonable esfi-
mate of the proportion of total spave ag-
signed to the varlons cost centers normally
will suffice as & meann for effeoting disbribu-
tion of the amounts involyed; or

(3) Where it oan bs demonstrated that an
area or volume of space basis of allocation is
impractioal or inequitable, other basis may
be used provided consideration ie glven to
the nse of faoilitles by repearch personnel
and others, incinding patients,
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B, Leundry end Linen

&, The expenses under this heading should
Inglude;

(1) Balavies and wages of lenndry depart-
ment employees, seamstresses, clean linen
hendlers, linen dellvery men, eto.;

(2) Supplies uped in copneotlon with the
laundry operation end all linens purchased;
and

(3) Amounts paid to outside congerns for
purchased laundry and/or linen servioe.

b. The expense included In this oategory
should be allocated to related cost centers in
a manper oonsistent with the gunides pro-
vided in paragraph E.2. on a basis that gives
primary omphasis to actusl pounds of linen
used. The allocations should be developed as
follows:

(1) Where aotual poundage and related oosb
records are available or can readily be devel-
oped and maintained without significant
chenge In the acoounting practices, the
amount dlstributed should be based on such
reoords;

(3) Where it oat be demonstrated that a
poundage basis of allooation is impractionl
or inequitable other bases may be used pro-
vided consideration is given to the use of
linen by research personnel and others, in-
eluding patients.

6. Housekeeplng

2.-The expenses under this heading should
include:

(1) All selaries end wages of the depart-
ment head, foreman, maids, porters, janitors,
wall washers, and other housekeeping em-
ployees;

(2) All supples used In carrying ont the
housekeeping fanotions; end

(3) Amounts paid to outslde concerns for
purchased services such as window washing,
inesot extermination, ete.

b. The pxpenses inolnded in this category
should be allooated to related cost centers in
a manner consistent with the guides pro-
vided in paragraph 1.2, on & basis that gives
primery emphasis to space actually servieed
fy the housekeeping department, The allooa-
tlons and apportionments should be devel-
oped as follows:

(1) Where actual space gerviced and related
cost records are available or oan readily be
developed and meintained without elgnifi-
oant change in the accounting practices, the
amount distribnted should be bassd on such
records,;

(2) Where the space serviced and related
oost records maintained are not sufficlent
for purposes of the forsgolng, a reasonable
estimate of the proportion of total space as-
signed o the various cost conters normally
will suffice s & means for effeoting distribu-
tion of the amounts of houselkeeping ox-
penges involved; or
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(3) Whera it onn be demonstrated that the
gpace sorviced basis of ellocation is imprac-
tical or inequitable, other bases may bs used
provided conpideration ig glven to the use of
housekeeping services by ressarch personnsl
and others, inoluding patients.

7. Dietary

6. These expenses, as used herein, shall
mean only the subsidy provided by the hos-
pltel to its employees including research
personuel through its cafeberla operation,
The hospitial must be able to demonstrate
through the use of proper cost accounting
technlgues that the cafeteria operates ab a
lops to the benefit of employees.

b. The reasonable operating loss of a sub-
sidized oafeteria operation phould be allo-
oated to related cost centers in & manner
copgistent with the gnides provided In para-
graph 1.2, on a basis thet glves primary em-
phasis to number of employees,

8, Maintenance (Housing) of Personnel

a. The expenses undar this heading should
inolude;

(1) The salaries and weages of matrons,
olerks, and other employees engaged in work
in nurses’ residences and other employees’
quartiors;

(2) All supptes used in conneotion with the
operation of such dormitories; and

(8) Paymenta to outside mgencles for the
renfal of houses, apartments, or rooms ussd
by hospital personuel,

b. The expenses included in this category .
should be allocated to related oosh centers in
8 manner conaiptent with the guldes pro-
vided in paragraph B.2. on a hasls that gives
primary emyphasie to employee ntilization of
housing facilities, The allooation should bhe
developed a3 follows;

(1) Appropriate credit ghould ke glven for
oll payments received from employees or
otherwise to reduce the expense to be allo-
cated;

(2) A net cost per housed employee may
then be computed; and

(8) Allooatdon should be mede on s depart-
mental basis baged on the number of housed
employees in each respective department.

8. Medical Reoords and Library

a. The expensges under this heading should
inolude;

(1) The salarles and wages of the records li-
brarian, medioal librarien, olerlts, steneg-
raphers, eto.; and

(2) All supplies such ns medioal record
forms, ohart oovers, filing supplies, sta-
tionery, medical library books, periodicals,
ota.

b. The expenses included in this category
should be allooated to related cust centeors in
& mmauber coneistent with tho guides pro-
vided in peragraph 1.2, on & hasis that gives
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primary emphasis to a gpecial time survey of
medioal records personnal, If this appears to
be impractical or inequitable, other bases
may be used provided consideration is given
to the use of these facilities by research per-
gonnel and othexrs, including patients.

¢. Determinstion snd Application of Indirect
Cost Rate or Ratos

1. Indireot Cost Pools

. Bubject to b, below, indirect costs ello-
onted to organized research should be treated
a6 & ocommon pool, and the costs in such
common pool should be distributed to indi-
vidnsl research agresments benefiting there-
from on a single rate basis.

b. In some instances a aingle rate basis for
use on al) government research at & hogpital
may not be appropriete sincs it would not
tolte into acoount those different emviron-
mental faotors which may affeot substan-
tially the indireob costs applicable to a par-
ticular segment of government research ab
the institution, For this purpose, a par-
tionlar segment of government research may
be that performed under a single research
pgreement or it may consleb of resesxroch
under s group of research agreements per-
formed in & common ehvironment, The envi-
ronmental factors are not limited to the
physicel location of the work. Other impor-
tant faotors are the level of the administra-
tive support required, the nature of the fa-
oilities or other resources employed, the gol-
entitic disciplines or technical skills In-
volved, the organizational arrangements
uged, or any comblnation thereof, Where &
particular segment of government research
is performed within an environment which
appears to generate a significantly different
Jevel of indirect costs, provision shonld be
made for s peparete indirect cost pool appli-
oable to such work, An example of this dif-
ferential may be in the development of a sep-
arate indiveot cost pool for a olinical re-
senrch center grant, The separate indirect
cost pool ghould be developed during the
course of the regular distribution process,
and the separate indirect cost rate resulbing
therefrom ghould be utilized provided it is
determined that:

(1) Suoh indireot cost rate differs signifi-
cantly from that whioh would have obtained
under a. shove; and .

(2) The volume of research work to which
such rate would apply is material in relation
to other government reeearch at the ingbibu-
tion,

¢. It is a common practice for grants or
ocontractes awarded to other imstitutions,
typloally University Schools of Medicine, to
e performed on hospital premises. In these
cases the hospital should develop 4 separate
indireoct cost pool appliceble to the work
under such grants or contracts, This pool
ghould be developed by & melestive distribu-
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tlon of only those indirect cost categories
which benefit the work performed by the
other institution, within the practical mifs
dlatated by available date and the maberi-
ality of the emounts involved. Hoapital costs
determined to be allooable to grants or gon-
tracts awarded to another institution may
not be recovered as & cosb of grants or con-
tracts awarded directly to the hospital,

2. The Distribution Base

Preferably, indireot costs allocated to or-
ganized researoh ehould be distributed to ap-
plioable researoh agresments on the basls of
direot saleries end wages. However, where
the use of salaries and wages regults in an in-
eguitable allooation of costs to the research
agresments, tobal direct oosts or a variation
thereof, may be used in leun of salaries and
wages. Regardless of the base used, an indl-
raot cost rate should be determined for each
of the separate indireot cost pools developed
pursaant to paregraph .1, The rate in each
onge should be stated es the percentage
which the amount of the partionlar Indirect
cost pool 1s of the total direct salaries and
weages (or other base selected) for mll re-
gearch agreements ldentified with such a
pool,

3. Negotiated Lump Sum for Overhend

A negotiated fixed amonnt 1o Meun of indi-
rect costs may be appropriafe for seli-con-
tained or off-oampue research activities
whore the benefits derlved from e hospital’s
indirect services oannot be readlly deter-
mined, Such amount negotiated in en of in-
direot costs will be treated es an offset tp
the appropriate indirect cost pool after alle-
cation to patient care, organized research,
instruction and treining, end other hogpital
activities. The base on which such remaining
exponpes are allpoabod should be appro-
priately adjusted.

4, Predetermined Overhead Rates

The utilization of predstermined fixed
overhead rates may offer potential advan-
tages in the admimisiration of research
agreements by facilitating the preparation
of repearch budgets and permitbing more ex-
peditions cloge out of the agreements when
the work is completed. Therefore, to the ex-
tent allowsd by law, comsideration may be
given to the negotiation of predetermined
fixed rates In those situations where the cost
oxporience and other pertinent factors avall-
able are deemed suffioient to enable the Gov-
erpment and the hospital to reach & reason-
able conolusion ap to the probable level of
the jndirect cost rate for the enmpwing ac-
oounting period.
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H. 8implified Method for Small Institutions

1. General

8. Where the total diveot cost of all govern-
ment-sponsored research and development
work at a hospital in & year is minimel, the
use of the abhreviated procadurs desoribed in
paragraph H.2, below may be acecepiable in
the determination of nllowable indirect
costs, Thig method may rlso be used to ini-
tially determine a provisional indirect cost
rate for hospitals that have not previously
egtablished a rate. Under this abbreviated
prooedure, date btalten directly from the in-
stitution’s mosgt recent annual financial re-
port end immediately aveilable supporting
informetion will be utilized as & basis far de-
termining the indireot cost rate applicable
tio resoarch egrooments at the inatitution.

b. The rigid formula approach provided
under the abbreviated procedure has limita-
tions which may preoclude its uee ab some
hospitals either beoause the minimum data
required for this purposs ars mnot readily
gvalleble or beoause the application of the
abbreviated procedure to the available data
produoes results which appoar ineguitable to
the Government or the hospltal. In any such
cape, indireot costs should be determined
through use of the reguler procedurs rather
than the abhreviated procedure.

¢. In certain instances where the total di-
raot oost of gll government-sponsored re-
goarch and development work at the hospltal
1s more than minimal, the abbrevigtaed pro-
cedure mey be used if prioy permission is ob-
tained. This alternative will be granted only
in thope oases where 1t can be demonstrated
that the step-down technligue cannot be fol-
lowed,

2. Abbreviated Procedure

a, Total expenditures as taken from the
most recent annual financiel report will be
pdjusted by eliminating from further consid-
eration expenditures for oapital items as de-
fined in paragraph 1.2.d. and unallowable
oosts ag defined under veriouns headings in
paragraph I, and pavagraph C.5.

b. Total expenditures as adjusted under the
foregoing will then be distributed among (1)
expenditures applicable to administrative
and goneral overhead funotions, (2) expendi-
tures applicable to all other overhead func-
tions, and (3) expenditures for ali other pur-
poses. The first gronp shall inolude amounts
associated with the funotional categories,
Adminiptration and General, and Dletary, as
defined in paragraphs ¥.2, and 7. The second
group shall include Depreciation, Oporation
of Plant, Maintonance of Plant, and Xouge-
keeping. The third group—expenditures for
all ofther purposes—shall include the
amounts applicable to all other activities,
namely, patient care, organived research, in-
gtruction end tralning, and other hospital
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aotivities as defined wnder paragraph B.5,
For the purposes of this sention, the func-
tional oategories of Laundry and Linen,
Maintenanos of Personmel, and Medical
Reocords and Library as defined in paragraph
I. ghall be considered as expenditures for ail
other purposes.

©, The expenditures digtributed to the first
two groups in paragraph H.A.h. should then
be adjusted by those receipts or negative ex-
penditure types of transactions which tend
to reduce expense items allcoable to research
agresments es indirect ooats, Examples of
suck recelpts or negative expenditures are
itemized in paragraph C.b.a.

. In applying the procedures in paragraphs
H.2.0 and 2.b, the cost of unellowable aotivi-
tles auoh as Gift Shop, Investment, Froperty
Manegoment, Fund Raiping, and Public Rela~
tions, when they benefit from the hospital’s
indireoct cosh services, ghould bhe treated as
exponditures for all other purposen. Such ec-
tivitlen are presumed to benefit from the
hospital’s indirect cost pervices when they
include snlaries of personnel working in the
hogpltal, When they do not inglude guch sal-
aries, they should be eliminated from the in-
direct cost rate compntation,

e. The Indireot oost rate will then be gom-
puted In two sbages. The firat atage requives
the computation of an Administrative and
General rate componsnt., This is done by ap-
plying & ratio of research direct costs over
total direct costs to the Administrative and
General pool developed under paragraphs
H.2.b and 2.0, above, The repultant amount—
that which is elloeable to research—is di-
vided by the direot research coat base. The
second stage requires the computation of an
All Other Indirect Cost rate component. Thia
is dotie by applying a ratio of research direot
space over total direct space to All Other In-
direot Cogt pool developed under paragraphs
H.2.b. and 2.0. above, The resultant amount—
that which 18 ellooable to research—is di-
vided by the direot research nost base,

The total of the two rate components will
be the institution's indirest cosb rate. For
the purposes of this seotion, the research di-
reot cost or sproe and total direot cost or
space will be that cost or space identified
with the functional ontegorlen olassified
under Hxpenditures for all other purposes
under paragraph H,2.b,

1. General Standards for Seleoted Items of
Cost

1, Greneral

This pection provides standards to be ap-
plied in establishing the allowability of cer-
taln itemns involved In determining oost.
These standards should apply irrespective of
whether s particular item of gost in properly
treated as direct cost or indireot cost. Fail-
ure to mention a partioular item of cost in
the standerds is not intended to imply that
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1t is elther allowable or nnpllowable; rather,
determination as to allowability in each case
should be based on the treatment or stand-
ards provided for slmilar or related items of
cosh, In esfe of disorspancy between the pro-
viglons of & speocific research agreement and
the appHoable standards provided, the provi-
slons of the research agreement should gov-
ern. However, in some oases advance under-
standings shounld bs reached on particular
oost 1tems in order that the full costs of re-
gearoh be supported. The extent of allow-
ability of the seleoted lteme of cosb oovered
in this section has been stated to apply
broadly to many accounting systers in
verying envitonmental situstions. Thus, as
to any given resenrch agreement, the reason-
ableness and allooability of certain items of
_eosts may he diffloult to determine, paridou-
larly in conneotion with hospitels which
have medicnl sohool or other affilietions, In
order to avold possible subsequent disallow-
anoe or dispute based on unreasonableness or
nonallocability, it 1 lnportent that prospec-
tive recipients of federal funds, particularly
those whose work Is prodominantly or sub-
ptantially with the Government, seek agres-
ment with the Government in advanos of the
inpurrence of ppecial or unusual costs in gat~
egorles where Toasonableness or allooability
are diffionlt to determine, Such agreement
mey also be iniblated by the Government.
Any such agreement should he incorporated
in the research agreement itself. However,
the sbaence of such an advance agreement on
any element of cost will not in itgelf serve to
male that element either allowable or unal-
lowable, Tixamples of costs on which advance
agrooments may be particularly important
are: ,

a, Paocilitien costs, such as;

(1) Depreoiation

(2) Rontal

(3) Use chavgen for fully depreciated assets

(4) Tale faoilitdes and idle capacity

(6) Plant regonversion

(6% Bxtraordinary or deferred moaintenanee
and repalr

() Acquisition of eutomatic date proc-
essing equipment,

b, Pre-award costs

6. Non-hospital professional activities

d. Self-Insuranoce ’

. Support pervices charged directly (com-
puter services, printing and duplioating serv-
ioes, eto.)

f. Employee compensation, ftravel, and
other peraonnel costs, including:

(1) Compensation for personal servise, in-
cluding wages and salarles, bonuses and in-
centives, premium payments, pay for time
not worked, and supplementary coimnpensa-
+ion and benefits, suoh ne pension and retive-
ment, group insurance, severance pay plans,
end other forms of compensation;

(2) Morale, health, welfars, and food serv-
108 and dormitory costs.
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(3) Tralning and education costs.
@) Relooation oosts, including special or
measgs pergsonnel movement,

2, Boleoted Items

a. Advertising costs, The term adverbiging
costs means the costs of advertising media
and ocorollary administrative oosts, Adver-
tising media include magazines, newspapers,
radio and television programs, direct mail,
exhibits, and the like, The only advertising
coats allowable are thoss which are solely
for:

(1) The recruitment of permons required for
the perforimence by the iustitution of eblige-
tions ariglng under the research agreement,
when oonsidered in conjunotion with all
other recruitment: ccats ag set forth in pars-
graph L2.hh; '

(2) The procurement of soarce 1tems for the
performence of the research agreement; or

(8) The disposal of serap or surplus mate-
rials acquired in the performance of the re-
search agreament,

Corts of this nature, if incurred for more
than one research agreement; or for hoth re-
searoh agreement work and other work of
the inetitution, are allowsble to the extont
that the prinoiples in paragraphs D. sand B.
are observed.

b. Bad debts, Losges arising irom
unoollectible acoounts and other claime and
related collection and legal copts are umal-
lowable exaept thet a bad debt may be in-
cluded ag o direot coph of the research agree-
mont $o the extent that it is caused by & re-
poarch patient and approved by the awarding
agonoy, This inclusion is only intended to
cover the situation of the patient admitied
for research purposes who subsequently or in
conjunction with the research receives clin-
ifoal oare for which 4 charge i8 made to the
patient, If, after exhansting all means of nol-
leoting these charges, & bad debt repults, it
may be considersd an appropriste charge to
the research agresment.

¢. Bonding costs,

(1) Bonding costy aripe when the Govern-
moent reguires assurance against finanofal
losg tio ibgelf or others by reason of the aot or
default of the hospital, They arise also in in-
stences where the hospital requires similar
apsurance.

Included are such typos a8 bid, perforim-
ance, payment, advance payment, infringe-
ment;, and fidelity honds.

(2) Cosits of bonding reguired pursvant to
the terms of the research mgreement are al-
lowable,

(8) Oosts of honding required by the hos-
pital in the general conduct of its bupiness
are allowable to the extent thet such bond-
ing I8 in socordance with sound business
praotice and the rates end premiums are rea-
popable under the ciroumstancen,

376




Depariment of Health and Human Services

d. Capital expenditures, The costs of equip-
ment, buildings, and repairs which materi-
ally increase the value or useful life of build-
ings or equipment should be capitalized and
are unallowable exoeph s provided for in the
research agresment.,

o. Civil defense costs, Civil defonse costs are
those Incurred in planning for, and the pro-
teotion of lffe and property againgt the yos-
sible effeots of snemy attack. Reasonable
costs of oivil defemse mensures (including
costs in excess of normal plent protection
costs, frat-sid training end supplies, fire-
Dighting training, posting of additional exit
notices and direotions, end other approved
olvil defense mesasures) undertalten on the
inghitution’s premises pursuant to sugges-
tions or requirements of olvll defense au-
thorities are allowsble when distributed to
all aotivitdes of the Imstitution. Oapital ex-
penditures for civil defense purposes will not
be allowed, but a uge allowance or deprecia-
tion may be permitted in aoccordance with
provigions set forth elsewhero, Costs of local
clvil defense projeots not on the institution's
premiees are unallowable.

f, Communication costs, Copts inourred for
telephone gorvices, looal and long distance
telephone oalls, telegrams, radiograme, popt-
age, and the like are allowable.

2. Compensation jor personal services.

(1) General }

Oompensation for personal services covers
all remuneration paid cnrrently or acorued
to employees of the hospital for services ren-
dered during the period of performance under
government research agreoments, Such re-
muneration includes sgalarles, wages, ateff
benefits (sse paragraph L4.).), and pension
plan oopts (see paragraph 12.y.). The costs of
such remuneration are allowable to the ex-
tent that the total compensation to indi-
vidual employees is reasonsble for the serv-
joes rendered and conforms to the estab-
lished policy of the institution consistently
applied, and provided that the charges for
work performed direotly on government re-
gearch agreements and for other work allo-
onble as indirect costs to sponsored research
are determined and supported as hereinafier
provided, For non-profit, non-proprietary in-
stitutions, where federally supported pro-
grams oonstitute less than a preponderance
of the activity at the institution the primary
test of reasonobleness will be to require that
the institution's compensation policies be
applied consistently hoth to federally-spon-
gored and non-gponsored aotivibles alike,
However, where spscisl elroumstances so dle-
tate 8 contractual clause msay be utilized
which calls for application of the test of
comparabllity in determining the reason-
ahleness of compensation,
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(2) Payroll Distribntlon

Amounts charged to organized researoh for
personal services, regardleps of whether
treated as direot costs or ellocated as indi-
reot costs, will e based on hospital payrolls
which have besn approved and dooumented
in soocordance with generally apcepted hog-
pital practices, In order to develop necepsary
direot and indireot allocations of cosb, pup-
plementary data on time or effort as pro-
vided in paragraph (8) below, normally need
be requived only for individuels whope com-
pensation 18 properly chargeable tio two or
more research agreements or to two or more
of the following broad funciional categories;
(1) Patient care; (1) organived research; (iil)
ingtruction and treining; (dv) indiveot activi-
tles as defined in paragraph B.1.; or (v) other
hogpitﬁ-l aotivitien as defined in paragraph
B.b.

(3) Reporting Time or Hffors

Charges for salaries and wages of individ-
uals other than members of the profesaional
staff will be supported by dally time and ab-
tendance snd payroll digtribution reoords.
Yor rmembers of the professional gtaff, cur-
rent and reasonable estlmates of the percent-
age distribution of their total effort may be
used ag support in the absence of natual time
racords. The term professional staff for pur-
poges of this seotion includes physiclens, re-
search atinociates, and other pergonnel per-
forming work st responsible levels af notivi-
tles. Thege personnel normally fulfill duties,
the competent performance of which usually
requires parsons possessing degreos from ac-
oredited Institutions of higher learning and/
or atate licensure, In order to qualify as cur-
rent and reasonable, estimates tnust be made
no later than one month (though not nes-
essarily o oslendar month) sfter the month
in which the services were performed.

(4) Preparation of Estimatos of Bffort

Where required under paragraph (3) above,
estimates of effoxt spent by a member of the
professional staff on each research agroo-
ment should be prepared by the indlvidual
who performed the services or by e respon-
sible individual such ag a department head or
supervisor having fivst-hand lknowledge of
the services performed on each research
agreoment, Eatimates must show the alloca-
tlon of effort between organized research and
ell othex hospital aotivities in terms of the
percentage of total effort devoted to each of
the broad functional categories referred to in
(2) above, The estimate of effort spent on a
repearch agreement may Inoluds & reeson-
able smount of time spent in activities con-
tributing and intimately related to work
ander (he agreement, such as preparing and
delivering spscial lectures about specific as-
peots of the ongoing research, writing re-
senroh reporbs end artioles, participating in
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appropriate ressarch seminars, consulting
with colleagues with respent to related ro-
search, and attending appropriate sofentific
mestings and conferences. The term “all
other hospital activities” would include de-
partmental research, administration, com-
mittee work, and public services undertalen
on hehalf of the hospital. :

(6) Application of Budget Istimates

Batimates debtermined hefore the perform-
anoe of services, such ag budget estimates on
s monthly, quarterly, or yearly basis do not
aualify ag estimates of effort apent.

(6) Non-Hospitel Professional Activities

A hospital must not elter or waive hos-
pital-wide policies and practices dealing with
the permissible extent of professional serv-
{ces over and above those traditionally par-
formed without extra hospitsl compensation,
unless suoch arrangements are specifically
aunthorized by the sponeoring agency. Where
hospital-wide polleies do not adequately de-
fine the permissible extent of
consultantships or other non-hospital activi-
ties undertaken for extra pay, the Govern-
ment mey reguire that the effort of profes-
slonn) staff working under research agres-
ments be allocated es hetween (1) hospltal
aotivities, and (1) non-hospital professional
activities. If the sponsoring agenoy should
consider the extent of non-hospital profes-
stone) effort excessive, appropriate arrange-
ments governing compensation will be nego-
tiated on e case by case basis,

(7) Balary Rates for Part-Time Appointments

Oharges for work performed on government
resenroh by staff members having only part-
time appolntments will be determined at a
rate not in exoess of that for which he 18 reg-
ularly pald for his pert-time staff assign-
ment.

h, Contingency provisions.

Contributions to a vontingenoy reserve or
any similar provisions made for events the
ooourrence of which oannot be forstold with

certainty &8 to time, intensity, or with an -

pasurance of thelr happening, are unallow-
able.

i, Depreciation and use allowances.

(1) Hospitals may be compensated for the
use of buildings, capital improvements and
wsable equipment on hand through deprecia-
tion or use ellowances. Depreplation is &
charge to ourrent operations which distrib-
nbeg the oost of a tangible capital asset, less
estimated regidual value, over the eptmated
useful life of the asset in A systematic and
logical manner, It does not involve a prooess
of valuation. Useful }ife has referance to the
prospechive period of economic usefulness in
the partioular hospital’s opsrations ag dis-
tinguished from physioal life. Use allowances
are the mesns of allowlng cormpensntion

'
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when depreciation or other equivalent costs
are not considered,

(2) Due coneideration will be given o gov-
ernment-furnished research faocilities wubi-
Need by the institution when computing use
ellowanees and/or depreoiation if the govern-
ment-furniched research facilities are mate-
rin] in amount. Qomputation of the upe al-
lowanos and/or depreciation will exolude
both the cost or any portion of the cost of
grounds, bulldings and equipment borne by
or doneted by the Federal Governyaent, ixre-
spootive of where title was originally vested
or where it presently vesides, and secondly,
the copt of grounds, Capital expenditores for
land improvements (paved areas, fences,
streots, sidewalks, utility conduits, and
aimilar improvements not wlready included
in the coat of buildings) exre allowable pro-
vided the systematlc amortization of such
capital oxpenditures has been provided in the
institution's books of accounts, based on rea-
sonable determinations of the probable use-
ful lives of the individual items involved,
and the ghare allocated to organized research
is developed from the amount thus amortized
for the bage perlod involved,

(8) Normal depreciation on a hoppitad’s
plant, eguipment, and other capital facili-
Hee, except as excluded by (4) below, is an al-
lowable element of repearoh cost provided
that the amount; thereof 1§ computed;

1. Upon the property cost basis used by the
hospitel for Federal Income Tax puUrposes
(8es seotion 167 of the Infernal Revenue Code
of 1064); or

ii. In the case of non-profit or tax oxempt
organizations, upon a property coft basis
whioh oould have beon used by the hospital
for Federal Inoome 'Tax purposes, had such
hospltial beeh subjeot to the payment of in-
come tax; and in elther case

i, By the consistent application to the as-
gots oonoernod of any generally accepted ao-
opunting method, and subjeot to the limite-
tiong of the Internal Revenue Code of 1954 as
amended, including—

(a) The stralght line method;

(b) The deolining balance method, nsing &
rate not exceeding twloe the rate which
would have been ussd had the annusl allow-~
ance been compubted under the method de-
soribed in () above;

(3) The swmn of the years-dlgits method;
an

(@) Any other ¢onpistent method produo-
tive of an annual allowance which, when
added to all allowauces for the period com-
menoing with the use of the property and in-
oluding the current year, does not during the
first two-thirds of the useful life of the prop-
orty exceed the total of smch nllowaneces
whioch would have been used had such allow-
ances heen computed undexr the method de-
seribed in (b) above.

(4) Where the depreciation method is fol-
lowed, adeguate property records must be
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maintained, The period -of useful service
(morvice life) established in ench cage for nea-
ble ompltal aspets must be detarmined on e
ronlistic basls which takes imfo consider-
ation such factors as type of construotion,
neture of the equipment used, technologionl
developments in the particuler research
ares, and the renewal snd replecement poll-
oles followed for the individual Iitems or
clesses of assets involved, Where the depre-
ointion method is introduced for application
to assets acquired in prior years, the annual
charges therefrom must not exoeed the
amounts that would have resulted had the
depreoiation method heen in effect from the
date of noquisition of such apsots.

(5) Depreciation on 1dle or excess facilities
ghall not be allowed except on such facilities
pa are reasonably neoessary for standby pur-

0888,

y (6) Where an insti{tution elects to go on s
depreojatdon basis for a partionlar olass of
assets, no deprecintion, rental or use chayge
may be allowed on any such assets that
would be viewed as fully depreciated; pro-
vided, however, that rengonable use charges
may ba negotiated for any suoh assets if war-
ranted after taling lnto consideration the
cost of the facility or item involved, the estd-
mated useful life remaining at time of nego-
tiation, the actual replacement policy fol-
lowed in the light of service lives used for
oaloulating deprecietion, the eifect of any
inoreased maintenance charges or deoreaged
efficiency due $o age, and any other fastors
pertinent to the utilization of the facillty or
{tem for the purpoge contemplated,

(7) Hospitalg which choose a depreciation
allowance for assets purchased prior to 1066
basad on a percentage of operating costs in
leu of normel depreciation for purposes of
reimbursement under Pub, L. 88-97 (Medl-
oare) shall ufilize that mothod for deter-
mining deprecintion applicable to organized
repesrol,

The oporating costs to be uped are the
lower of the hospital’s 1985 operating costs or
the hospital's current year's allowable costs,
The peroent to be applied is b percent start-
ing with the year 1966-87, with such percent-
age being uniformity reduced by one-half
pergent each suocesding year. The allowance
based on operating costs s in addition to
regular depreciation on sssets acguired after
1685, However, the combined amount of such
allowance on pre-10686 aesets and the allow-
ance for actual deprsolation on aspets no-
guired aftor 1085 may not exceed 6 percent of
the hospltal’s allowable cost for the eurrent
yenr. After total depreoiation has heen ocom-
puted, allocetion methods are used to deter-
mine the share attributable to organized re-
search,

Tor purposes of this ssotion, Operating
Costs means the total copts fhourred by the
hospital in operating the institution, and in-
oludes patient oarae, research, and other ao-

tivitien, Alfowable Cosis means operating
copbs less unallowable costs ae defined in
these principles; by the apploation of alloce~
tion methods to the total pmount of such al-
lowable costs, the ghare attributeble to Fed-
erally-sponsored research is determined,

A hospltal which eleots tio use thig proce-
dure under Pab. L. 83-97 and subsequently
changes t0 an actual depreciation basis on
pro-1066 assots in ancordance with the option
afforded under the Medicars program shall
simultangously ohange to an actual depre-
oiatdon basis for organised resesrch,

Where the hospital desires to change to ao-
tual depreoiation but either has no historioal
gost records or has lncomplete records, the
determinstion of historical cost could be
made through appropricte means Invelving
expert consultation with the determilnation
being subjeot to review and approval by the
Department of Health and Human Bervices.

(3) Where the uge allowance method is fol-
lowed, the use allowance for bulldings end
Improvements will be oomputed at an annual
rate not exceeding two peroent of acgunisltion
cost. The use allowance for eqguipment will
be computed ab an annual rate nob oxoeeding
six and bwo-thirds percent of avquisition cost
of usable equipment in those oases where the
institution madntaing current records with
respect $o euch eguipment on hand, Where
the Institution’s records reflect only the cost
(actual or estimated) of the original com-
plement of equipment;, the uge allowance will
be computed at an annual rate not exceeding
ten percent of such cosh, Originel com-
plement for this purpose means the com-
plement of equipment initially placed in
bulldings to perform the functions currently
being performed in such buildings; however,
where a permanent change in the function of
a buflding takes place, & redeterminstion of
the original complement of equipment may
he made at that time to eptablish o new
original complement. In those cases where
no squipmexnt records are malntained, the in-
stitution will justify a reasonable estlmate
of the acguisition cost of useble equipment
which may be used to compute the use allow-
ance at an annual rate not sxceeding six and
two-thirds perosnt of such estimate,

() Depreociation and/or use charges should
usually be allooated to research and other
sotivities as an indireot cost.

i. Empiloyee morale, health, and welfare costs
and credits,

The costg of house publications, health or
first-aid benefits, reorentional activities, em-
ployeen’ counseling gervices, and other ex-
penses inourred in accordance with the hos-
pital's established practics or custom for the
improvement of working oconditions, em-
ployer-employes relations, employes morale,
und employee performence, are allowable,
Such costs will be equitably apportioned to
all activities of the hospifel, Income gen-
erabed from any of these potivitles will be
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oredited to the oost thereof unlees such in-
come hns been irrevoenbly set over to em-
ployes welfare organizations,

k. Entertainment costs,

HExoept as pertains o J. above, oosbs in-
ourred for amusement, soolrl activities, en-
tertainment, and any items releting thersto,
guch ag meals, lodging, rentals, transpor-
tation, and gratuities are unallowable.

1. Equipment and other facilities,

The oost of equipment or other faoilities
are allowable on a direct chayge basis where
such purchases are spproved by the spon-
goring agenoy aoncerned or provided for by
the terms of the research egreement.

m, Pines and penagliies.

Copts resulting from violations of, or fail-
ure of the Institution to comply with federal,
ptate and local laws end regulations are un-
allowable exoept when incurred as a result of
complisntos with speoific provisions of the re-
peaxrch agresment, or instructions in writing
from the awarding agency.

n, Insurance and indemnification.

(1) Costs of insurance required or approved
and mainteined puxsment to the research
agreement are allowable,

(2) Coste of other ingurance maintained by
the hospital in conmeciion with the general
oonduot of its ectivities are allowable mub-
jeot to the followlng limitations: (1) Types
and extent and oost of coverage must be in
sooordance with sound institutional prao-
tioe; (1i) coats of insurance or of any con-
tyibutions to any reserve covering the riek of
loss of or demage to government owned prop-
erby sre unalioweble except to the extent
that the Govermment hes speocifically rae-
quired or approved such costs; and (1) costs
of ingurance on the lives of officers or trust-
eon are unallowable except where puch insur-
ance is part of an employee plan which is not
unduly restrioted.

(8) Contributions to o reserve for an ap-
proved gelf-insurance program are allowable
to the extont that the types of coverage, 6x-
tent of coverage, and the ratios and premiums
would have been allowed had insurance pesn
purchased to cover the rigks. Such contribu-
tiong are subject to prior approvel of the
Government,

(4) Aotusl losses which could have heen
oovered by permigsible imeurance (through
an approved self-insurance program or other-
wige) are unallowable unless expressly pro-
vided for in the research agreement, except
that costi inourred beoause of losses not oov-
ored under nominal deduotible Insurance
ooverage provided in keeping with sound
manesgement practics ag well as minor lopses
not covered by insurance such as spoilage,
Yroakage and disappearance of small hand
tools which oocur in the ordinary course of
operations are allowable.

0. Inferest, fund raising and vesiment man-
agement costs.

45 CFR Subtitle A (10-1-15 Edlilon)

(1) Oosts incurred for interest on borrowed
capital or temporary wuse of endowment
fundn, however represented, are unallowable,

(2) Costs of organized fund rafsing, includ-
ing finanoial campaigng, endowment dvives,
solicltation of gifts and bequests, and similar
expenses incurred solely to raise capitel or
obtaln contributions are not allowable.

(3) Coats of Investment counsel and staff
and similar expenses inpurred solely to en-
hanoce income from investiments are nob al-
lowable,

(4) Coats related to the physical cnstody
and control of monies and seonrities ave al-
lowable.

D. Laboy relations costs,

Costa inourred in maintaining satisfactory
relations botween the hospital and its em-
ployees, including costs of labor manege-
ment ocommittees, eraployees’ publications,
and other related activities are allowable.

. Losses on research agreements or contracts,

Any exoess of costs over lheome under any
agresment or contract of any neture is nnal-
lowable. This inoludes, but is not limited o,
the hospital's contxibuted portion by reason
of gost-sharing agreements, under-recoveries
throngh negotiation of flat amounts for
:iverhead, or legal or administrative limita-

ons,

r. Maintenance and repalr vosis.

(1) Costs neoessary for the upkesp of prop-
erty ‘(including government properby unless
obherwiso provided for), which neither add to
the permanent velue of the property nor ap-

preciably prolong its intended life, but keep *

it 1n an efficient operating ovndition, are to
be treated as followa:

1. Normal maintenance and repair oosts are
allowable; .

il. Hxtraordinary maintenance and repair
costis are allowable, provided they ave allp-
onted to the perlods to which applicable for
purposes of determining research costs,

(2) Bxponditures for plant and egulpment,
including rehabilifation thersof, which ao-
ocording to gemerally aoccepted acocounting
principles as applied under the hospital's ea-
tablished policy, shonld be capitalized and
subjected to depreciation, are allowable only
on & depreciation hasis.

8, Material costs. |

Costs inourred for purchased inaterials,
gupplier and fabricated parts direotly or in-
directly related to the research agreement,
are sllowable. Purchages made ppeocifically
for the research agreement should be
charged thereto at their actual prices after
deducting all oagh discounts, trade dis-
aountis, rebates, and allowances received by
the institution. Withdrawals from general
stores or stookrooms should be charged ab
thelr cost under any recognized method of
pricing stores withdrawalgd conforming to
gound aocopunting practices consistently fol-
lowed by the hospltal. Incoming transpor-
tation charges are s proper part of material
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copt, Direct material c¢ost should include
only the materials and supplies acbually
used for the performance of the research
agresment, and due oredlt should bs given
for any excess materials retained or retutned
to vendors. Due oredit should be given for ell
procesds or value received for eny sorap re-
sulting from work under the research agreo-
ment. Where government donated or fur-
nighed materiel I8 used in performing the re-
soarch agreement, such material will be used
without oharge.

t. Memberships, subscriptions and profes-
stonal activily costs.

(1) Costs of the hospital’s membership in
ofvio, business, technlcal and professional or-
ganizations are allowable.

(2) Costs of the hospitel’s subsoriptions to
oivia, buslness, professional and btechnical
periodicals are nllowable.

(8) Costs of meetings snd confersnoss,
when the primary purpose is the dissemina-
tion of techniesl information, are allowable,
This inoludes costs of meals, transportation,
rental of facilities, and other items inoi-
dental to such meetings or conferences.

. Organiaation costs.

Bxpenditures such as incorporation fees,
attorneys’ foes, scocountants' fees, brokers’
fees, fees t0 promoters and organizers in con-
nection with (1) organization or reorganizo-
tion of a hospital, or (%) raising ocapital, are
unalloweble,

v. Other business expenses,

Included in this item are such recurring
expenses as regiptry and trensfer charges re-
pulting from changes in ownership of seouri-
ties issued by the hospital, cost of share-
holders meetings preparation and publice-
tion of reports to shareholders, preparation
and submission of required repoxts and forms
to taxing and other regulatory bodies, and
inoldental costa of directors and aommittee
meetings. The above and similer gosts ate al-
lowable when allooated on an equifable
hesis,

w. Patient care,

The cost of routine and anciliary or gpocial

gervices to ropearch patients is an allowable
direat cost of repearch agreements.

(1) Routine services shall inolude the costs
of the regular room, dietary and nursing
gervices, minor medical and surgical supples
and the use of equipment and faoilities for
which @ separate charge 18 not customarily
made,

(%) Ancillary or special services are the
pervioes for which charges are customarlly
made in addition to rontine gervices, such as
operating rooms, sanesthesin, laboratory,
BMR~-EK4, eto.

(3) Patlent oare, whether expressed as a
rate or an amount, shall be computed in a
menner consistent with the prooedures used
to determine reimbursablé costs under Pub.
1., 86-87 (Medioare Program) as defined under
the ‘‘Principles of Reimbursement For Fro-
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vider Oosts” published by the Soclal Seon-
ity Adminjstration of the Department of
Health and Humsan HBervices. 'The allow-
ability of specific oategorles of cost shall be
in aopordance with those principles rather
than the prineiples for research contained
‘herein, In the absence of participation in the
Medicars program by s hospital, sll ref-
eranced to the Medioare program in these
prinoiples shell be constrned as meaning the
Medioaid program,

i, Once epsts have heen recognized as al-
lowable, the indirect copts or general servics
oenter's cost shall be allooated (stepped-
down) to special service centers, and all pa-
f#lent snd nonpatient copts centers based
upon actual gervices received or benefiting
these centers.

i1, After alloocafdon, routine and anolllary
oosts shall be apportioned to soatber-bed re-
gsearch patients on the same basls as is used
to apportion costs to Medicare patients, i.e,
using either the departmental method or the
combination method, as those methods are
defined by the Boelal Beourity Adminigtra-
tlon; except that final settiement shall he on
& grant-by-grant hasis, However, to the ex-
tent that the Saocial Seourity Administration
has recognized any other method of cost ap-
portionment, that method generally shall
also be recognized ag appllosble to the deter-
minetion of research patient care costs.

i1," A cost center must be established on
Medicara reimburssment; forms for eaoh dis-
orete-bed unit grant award received by o hos-
pital, Routine oogts should be stepped-down |
to this line item(s) in the normal conrse of
stopping-down costs under Medioare/Med-
icaid requirements. However, in stepping-
down routine ocosts, consideration must be
glven to preventing a step-down of those
copts to discrete-bed umit line itemm that
have already beon paid for directly by the
grent, such as bedeide nursing costs. Ancll-
Iery costs allooable to research discrete-bed
units ghall be determined and proposed in ao-
cordance with paragraph w.(3).11.

(4) Where federally sponsored researoh pro-
grams provide speocifloally for the direch ro-
imbursement of nurging, dietary, and other
servicesn, appropriste sdjustment must hs
made o patient care costs to preclnds dupli-
cation and/or misallocation of ocosbs,

x. Patent cests.

Costs of praparing disolosures, reports and
other documents required by the research
agreement and of gearching the art to the ex-
tent necessary tn make such invention dis-
olosures are allowable. In accordance with
the olanges of the research agreement relat-
ing to patents, costs of preparing documents
and any other patent costs, in connestion
with the filing of s patent applioation where
title is conveyed to the Government, are al-
lowable, (Ses also paragraph J,2.33.)

y. Pension plan costs,
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Costs of the hospital's pension plan which
are inourred in acocordance with the estah-
lshed pololes of the institution are allow-
able, provided such policies meat the test of
resgonableness and the methods of cost allo-
ontion are mot discriminatory, and provided
appropriate adjustments axe made for credits
op gains arising out of normel and abnormal
employee furnover or any other contin-
genoies that cmn result in forfeltures by em-
ploypos which inure to the benefit of the hos-
pital,

2. Plan $ecurity costs.

Necessary expsnses inourred to comply
with government seourity requirsments in-
oluding wages, uniforms and equipment of
personnel engaged in plant protection are al-
lowable,

aa, Pre-vesearch agreement costs.

Oosts inourred prior to the effective date of

the reseirch agreement, whether or not they

would have been allowable thereunder If in-
ourred after such date, are unallowable un-
less Bpeoifioally sefi forth and identifled in
the research agrasment.

bh. Professional services costs. -

(1) Cosba of professionsl mervices rendered
by the members of a porticular profession
who are not employoes of the hospital are al-
1oweble subject to (2) and (8) helow when rea-
sonable in relation to the sorvices rendered
and when not contingent upon reoovery of
the costs from the Government. Retainer
fees to be allowable mupt be reasonably sup-
ported by evidence of services rendered.

(2) Factors to be considered in determining
the allowability of cosbs in & particnlar cese
inolude (i) the past pattorn of such costs,
partioularly in the years prior to the award
of government research agreements on the
institution’s total activity; (ii) the mature
and scops of managerial services expscted of
the institution's own organtzations; and (11
whether the proportion of government work
to the hospital’s total activity is such a8 to
influence the imstitution in favor of lmour-
ring the oost, partiocularly where the services
rendered are not of & ocontinulng nature and
heve little relationship to work under gov-
ernment research agresments,

(3 Ovsts of legal, accountlng and con-
sulting services, and related oosts inourred
in connectlon with organization and reorga~
nization or the prosecution of claims againsh
the Government are unallowable, Costs of
legel, accounting and consulting services,
and related costs incurred in conneotion
with patent infringement Mtlgation nre unal-
lowable unlegs otherwise provided for in the
research agresment,

co. Prafity and losses on disposition of plant
equipment, or other assels,

Profits or losses of any naturs arising from
the sale or exchange of plant, equipment, or
othoer oapital assets, including palés or ox-
change of either short- or long-tetm invent-

" 45 CFR Sublitle A (10-1-15 Edition)

monts, shall he excluded in computing re-
search agreement costs,

dd, Preposal costs.

Proposal costs are the copbs of preparing
bide or prapopals on pobential government
and non-government; research agreements or
projeots, inoluding the development of tech-
nieal data and cost dats neceseary to sapport
the institution’s bids or proposals. Proposal
ocosts of the ourrent aoccounting period of
both suncoessil and unsuccessful bids and
proposals normally should be treated ag indi-
reot oopts and allocated ourrently to all as-
tivities of the imstitution, and no proposal
coste of past accounting periods will be allo-
eable in the curremt perlod o the govern-
ment research agraement, However, the in-
atitution’s established practices may he fio
treat proposal oosts by some other reoog-
nized method, Repardless of the methods
used, the resunlts obtalned may be accepbed
only if found to be remsonable and equitable.

o8, Public information services costs.

Oosts of news releases pertalning to sps-
oific research or sojentiflc asoomplishment
are unallowable unless specifionlly author-
ized by the sponsoring agency,

£f, Rearvangement and alteration costs.

Oosts incurrad for ordinary or normal reay-
rangement and alteration of facilities are al-
lowable, Bpeocial rearrangement omd alter-
ation costs inenrred specifically for a project
are aliowable only ay s direct charge when
guch work has been approved in advance by
the sponsoring agenoy ooncerned,

gg. Reconversion costs.

Oosts incurred in the restoxation or reha-
bilitation of the ingtitution's facilities to ap-
proximately the same condition existing im-
mediately prier to commenoement of govern-
ment research agreement work, fair wear
and tear exoepted, are allowable.

hh, Reorulting costs.

(1) Subjeet to (2), (3), and (4) below, and
provided that the size of the staff recruited
and medntained 18 in keeping with workload
requirements, costs of *help wanted" adver-
tising, operating costs of an employment of-
fice necesgary to seoure and maintain an
adequate staff, costs of operating an aptitude
and educabtionnl testing prograwn, ftravel
0opts of employees while engaged {n reorult-
ing personnel, travel coats of applicants for
interviews for prospective employment, and
relocation costs incurred incident; tio reorult-
ment of hew employees are allowable to the
extent that such ooats are inourred pursnant
t0 a well-managed reocruitment program,
Where an institution wses employment; agen-
oleg, coste not in excaps of standard commer-
olel rates for such services are allowabls.

(2) In puboations, costs of help wanted ad-
vertising that includes oolor, includes adver-
tislng material for other then reoruitment
purpoges, or is excessive in size (baking into
coneideration recrulbment purposes for
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which intended and normal institutionsl
practioes in this respeot) are unaliowable.

(9) Costs of hely wanted advertising, spe-

ofal emoluments; fringe benefits, and salary
allowances Inourred to attraot professional
personnel from other institutlons that do
not meet the test of reasonablensess or do nob
conform with the established practices of the
institution are unallowable,
(4) Where relooation ooptg ineurred inol-
dént to recrultment of a new employee have
peen ellowed sither as an allocable direot or
indirect cost, and the mewly hired employee
resigns for reasons within his control within
twelve months after hire, the institution will
be required to refund or oredit such reloca-
tions costs as were charged to the Govern-
ment,

11, Rental costs (inoluding sale and lease-back
of facilitles).

(1) Rontal costs of land, building, and
equipment and other pergonal property are
allowable if the rates are reasonable in light
of such factors as rental costs of comparable
feollities and market conditions in the area,
the type, life expectancy, condition, and
value of the fecilities leaged, options avail-
able, and other provisions of tho remtal
agreement, Application of these feotors, in
situations whera rentals are extensively
nsed, mey Involve emong other oconsider-
ations comparison of rental costs with the
amount whinh the hospital would have re-
celved had it owned the facilities,

(2) Oharges in the nature of rent hetween
organizaiions having s legal or other affili~
ation or arrgugement snch as hospitals, med-
1cal achools, foundations, eto., are nliowable
to the extent such charges do not exosed the
normal costs of ownexghip such ag deprecie~
tion, taxes, insuranoce, and maintenance, pro-
vided that no part of such ooats shall dupli-
oate any other allowed copts.

(3) Unless otherwise specifically provided
in the agreement, rental costs specified in
sale and lease-back mgreements imourred by
hospltals through selling plant facilities to
investment organizations such as insurance
companies or to private Investors, and con-
onrrently lensing back the same facilitles
are allowable only to the extent that such
rentals do not exceed the amount which the
hospital would have recsived had it retained
legal title to the facllities,

ij. Roynlties and other costs for use of pal-
ents,

Royalties on & patent or amortization of
the costi of acquiring & patent or invention or
rights thereto necegsary for the proper per-
formance of the research agreement and ap-
plicable to tasks or procesges thereunder are
allowable unlegs the Government hes e li-
censo or the right to free use of the patent,
the patent hes been adjudicated to be in-
valid, or hap been administratively deter-
mined to be invalld, the patent 1s considered

to be unenforoeable, or the patent has ex-
pired. :

ki, Severance pay.

(1) Severanoe pay 1s compensation in addi-
tlon to regular saleries and wages which' is
paid by a hospitel to employees whose serv-
1ces are being terminated, Costs of severance
pay ate allowable only to the extent that
such payments are required by law, by em-
ployer-employee agresment, by, established
polioy thet constitutes 1n effect an impled
agreement on the institution’s part, or, by
ciroumstances of the partioular employment.

(2) Beverance payments that agre dus to
normal, recurrcing turnover, and which other-
wige mest the aonditions of (a) above may be
rllowed provided the actual oosts of such
severanse payments are regarded as expenses
applicable to the curront fisoal year and are
equitably distributed among the institu-
tion’s activities during that perlod,

(3) Severanoce payments that are due to ab-
normal or masg terminations are of such
conjectural nature that allowabiltty must be
determined on a cass-by-case basis, However,
the Government recognices itg obligation to
participate to the extent of 1ts falr ghare in
any specific payment,

11, Speclalized service facilities operated by a
hospiial.

(1) The costs of institutionsl services inm-
volving the uge of highly complex and spe-
olalized facllities such as electronic vom-
puters aend reactors are allowable provided
the oharges therefor meet the conditiona of
(2) or (3) below, and ofherwise take into ac-

sount any items of income or federal finano- .

ing thst qualify as applicable oredits wnder
paragraph C.5,

(2) The ocogbs of such hospital serviges nor-
mally will be charged direotly to applicsble
research agreements based on anctual usage
or oocupancy of the facilitios at rates that (1)
are designed to recover only actual oosts of
providing such pervioss, and (i) ave epplied
on & nondigoriminatory basis as between or-
ganized research and other work of the hog-
pital inolpding commercial or accommoda-
tion eales and usage by the hospitel for in-
ternal purposes. This would include uge of
such facllities as radiology, laboratories,
maintenance men used for & special purpose,
medigel art, photography, eto,

(3) In the absence of an accepiable arrange-
ment for direot costing as provided in (2)
above, the costs inourred for puoh ingtitu-
tional services moy be assigned to research
agreements as indireot oosts, provided the
mebthods used achieve substentlally the same
results, Ruch arrangements ¢hould be
worked out in coordination with all govern-
ment; userg of the facllities In ordsr to assure
squitablo distribution of the indirect vosts.

mm. Special administrative aosts.

Costs Inourred for general public relations
aotivities, ‘catalogs, alumni ectlvities, and
similar servioes are nnallowable.
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nn, Staff and/or employee benefits.

(1) Staff and/or employee benefits in the
form of regwler compensation paid to em-
ployess during periods of ambhorized ab-
senoes from the job such as for annual leave,
alok leave, military leave and the like are al-
Jowable provided such costs are sbrorbed by
adl hogrpital sotivities Including orgauized re-
#earch in proporsion to the relative amounnt
of time or effort aotually devoted to ench.

(2) Staff bonefits in the form of employer
contribmtions or expenses for Boclal Securlty
taxes, amployee 1ngurance, Workmen's Com-~
pensation ineurance, the Pension Plen (see
paragraph 1,2.y.), hospital costs or remission
of hospital charges to the extent of costs for
Individual employess or their familles, and
the like are allowable provided such benefits
are granted in accordance with established
hospltal policies, and provided such oon-
tributions and other expenaes whether treat-
od a8 Indirect costs or an inerement of direot
labor costs are digtributed to partionlar re-
search agreements aund other activities in
manner conelstent with the pattern of hene-
fits acoruing to the individuals or groups of
employees whosp palaries ond weges are
chergesble to such research agreements and
other sotivities.

00, Tazes,

(1) In general, taxes which the hospital is
required to pay end whish are psld or ac-
orued in sccordance with generally acscepted
acoounting prinoiples, and payments made o
loocal governments in lieu of taxes which are
commensurate with the local govermment;
morvices recelved are allowable except for ()
tawes from which exemptions are available
to the hospite] directly or which ate avail-
able to the hogpital based on an oxemption
afforded the Government; and in the latter
case when the spongoring egency makes
available the necessary exemption oerbifi-
oabes, (11) spscial aspepsments on land which
represent oapital improvements, and (i)
Yederal Incoine Taxes,

(2) Any refund of taxes, interest, or pen-
alties, and. any payment to the hospital of
interest thereon attributable to taxes, inter~
est or penalties, which were nllowed as re-
goarch agreement costs will be credifed or
patd Lo the Government in the manner di-
reoted by the Government provided any in-
terest aoctually paid or oredited to a hospital
ineident $o a refund of tax, Intereat, and pen-
alty will be paid or eredited to the Govern:
ment only to the extent that suoh interest
acerued over the perlod during which the
hospital had been reimbursed by the Govern-
ment for the tuxes, interest, and penaltien,

pp. Transporintion costs, .

Costs Inourred for inbound freight, express,
cartege, postage and other transportation
gervices relating either to goods purchased,
in proocess, or delivered are ailowabls, When
such costs can readily be identified with the
items involved, they may be charged direotly

:

45 CFR Subtilie A (10-1-15 Edition)

as trensportation costs or added to the cost
of guoch items. Where 1dentification with the
material received ocannot readily be mads,
inbound transportation costs maey be charged
to the appropriate {ndirect oost accounts if
the institution follows a conslstent equitable
procedurs in this respect. Outhound freight,
if relmbureable under the terms of the re-
search agreement, should be treated as o di-
rect cosh, .

qq. Travel oosts,

(1) Travel coptis are the expenses for trans-
portation, lodging, subsistence, and related
items incurred by employees who are in {ray-
el status on offieial buginess of the hosplial,
Such costs may be charged on an actual
basis, on a per diem or mlleage hasis in lieu
of aotual oosts inourred, or on a combination
of the two provided the method used i8 ap-
plied to an entire trip and not to seleoted
days of the trip, and results in charges oon-
sistent with those normally ellowed by the
{nstitution in its regular operations,

(2) Travel costs are allowable subject to (8)
and (4) below when they are direotly attrib-
utable to spocific work under & regearch
agreement or when they are {nourred in the
normal course of admjnistration of the hos-
pitel or o department or research program
thereof, .

(8) The difference im post between first
olags, air acoommodations and leps than flret
clags air accommodations 18 unallowable ex-
cepb when less than firat olass alr acoom-
modations are not ressonably available to
meet necopsary mission requirements such
a8 where less then firgt olass accommpda-
tlons would (1) require olrcuitous rownting,
(1) require travel during unreasonable hours,
(1) greatly Inorease the duration of the
flight,, (iv) repult in additional copts which
would offest the fransportetion savings, or
{v) offer acoommodations which are not rea-
sonebly adequate for the medioal needs of
the traveler,

(4) Costs of pertionnel movements af a spe-
olal or mass nature are allowable only when
suthorized or approved in weiting by the
gponsoring agenoy or its authorized rep-
resontatlve,

e, Texminalion costs anplicadle to controcis.

(1) OContract terminations generaelly give
rige to the inourrence of costs ox to the nesd
for gpeoisl treatment of costs which wounld
not have arisen had the contract not been
terminated, Items peoculiar to termination
are set forth below. They are to be used in
conjunction with all other provisions of
thege prinolples in the orse of contract ter-
mination,

(2) The cost of common items of material
roasonably usable on the hospital’s other
work will not be allowable unless the hos-
pltal submits evidemce that it could not re-
tain such itemns at ocost without sustaining a
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lops, In deciding whether such items are rea-
gonably usable on other work of the institu-
tion, consideration should be given to the
hospitel's plans for current scheduled work
or activitdes imcluding other research agree-
ments, Contemporsneous purchases of com-
mon 1teme by the hospital will be regarded
as evidence that such items are reasonably
usable on the hoppital’'s other work. Any ac-
oeptance of common items as allowiable to
the terminated portion of the ocontract
ghould bs Hmited to the extent thet the
qnantities of such items on hand, in transit,
and on order are in exceps of the reasonable
quantitative reguirement of other work,

(8) If in o partioular omse, despite all rea-

sonable efforts by the hospital, certain coats
cannot be discontinued immediately after
the effective date of termination, puch costs
are generally allowable within the limite-
tions set forth in these prineiples, except
that any such coste continulng efber termi-
nation duse to the negligent or willful failure
of the hospltal to discontinus guch costs will
be considersd unacoeptable.

(4) Loss of nuseful value of speciaul tooling
and special machinery and eguipment 18 gen-
erally allowable, provided (i) such special
tooling, machinery or equipment is not rea-
gonably capable of use in the other work of
the hospital; (i) the interest of the Govern-
ment B protected by transfer of title ox by
other means deemed appropriate by the con-
praoting officer; and (1ii) the logs of wuseful
value a8 to sny one terminated contract is
limited to thet portion of the acquisition
oost which bears the same ratio to the total
aoquisition cost as the terminated portion of
the contract bears to the entire terminetoed
contrach and other government contraots for
which the speciel tooling, special machinery
or squipment was acquired,

(6) Rental costs under unexpired leases are
generally ellowable where olearly shown o
havye been reasonably necessary for the per-
formancs of the terminated comtract, less
the residual value of suoh lenges, If (1) the
amount: of such rental olaimed does not px-
ceed the reasonable nse value of the property
lenged for the period of the contract and such
further psriod as may be.reasonable; and (1)
the hospital malkes all reasoneble efforts to
terminabe, agssign, settle, or otherwiss reduoce
the oost of suoh leaes, There also mey be in-
oluded the oost of alterations of such leased
property, provided such alterations were ned-
esgary for the performance of the contract
and of reasongble restoration required by the
provisions of the lease.

(6) Settlement expenses including the fol-
lowing are generally allowable: (i) Account-
ing, legal, olerioel, and simillar costs reason-
ably neorgsary for the preparation and pres-
entation to contracting officers of settle-
ment olaims and supporting deata with re-
spect to the terminated portion of the con-
tract and the termination and settlement of

§771

suboontracts; and (i) reasonable ocosis for
the storage, transportation, protection, and
disposifion of properfy provided by the Gov-
ernment or acquired or produced by the in-
stitution for the contract.

(7) Subcontyaotor claims inoluding the al-
looable portion of claimy which are common
to the aontraot and to other work of the con-
tiraotor nre generally allowable. .

88, Voluniary servives. .

The value of voluntary services provided
by sisbers or other membera of religious or-
ders & allowable provided that amonnts do
not exceed that paid other employees for
similar work, Such amounts mugt be identd-
finble in the records of the hospital as & legal
obligation of the hospitel. This may bs re-
flected by an agreement betwesn the reli-
gious order and the hoppital supported by
eylidenoe of payments to the order.

APPENDIX X T0 PART 76—DATA
* COLLEOTION ForM (BF-SAQ)

The Data Collection Form SP-SAQ is
available on the FAC Web slte hitpshar-
vester.census,gov/facweb/Default.aspr,

APPENDIX XI T0 PART 76—COMPLIANOR
SUPPLEMENT

The ocompliance supplement is available on
the - - OMB Web site: (hitp:l
www.whitehouse.gov/omb/elroulars))

PART 77—REMEDIAL ACTIONS AP- .
PLICABLE TO LETTER OF CREDIT
ADMINISTRATION

8ec,

™1 Purpose.

7.2 Boope.

T.3 Conditions that may glve rise to reme-
dial actions, ‘

T4 Remedial actions,

.5 Remedial aotion procedurss,

7.8 Bmergency prooedures.

AUTHORXFY: 5 U.8.0. 801,

Sourae: 60 FR 781, Jan, 7, 1085, unless oth-
erwiae noted,

§77.1 Purpose,

Lebbere of cradit with the United
Btates Treasury, issued by the Depart-
ment to States or other grantees and
contractors, are a convenient means
for disbursing Federal funds to reolpi-
ents of grant awards or contraots (re-
cipient organizations) under the pro-
grams of this and other Exeoufive De-
partments. The sound and efficlent op-
eration of the letter-of-oredit system 1g
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CITY OF LONG BEACH

DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE e LONG BEACH, CALIFORNIA 90815 e (562)570-4000 e FAX:(562)570-4049

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology
for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered
as of _ Septivibelr 14, 20 1% by and between Interval House, a nonprofit
corporation,'whose business address is 6615 East Pacific Coast Hwy #170, Long Beach,
California 90803 (hereinafter referred to as “Business Associate”), and the CITY OF
LONG BEACH, a municipal corporation (hereinafter referred to as “City” or “Covered
Entity”).

WHEREAS, the City, a municipal corporation under the laws of the State of
California, is a single legal entity which has various departments, including a Department
of Health and Human Services that provides a multitude of health care and related
services, and other departments that may have access to and use individually identifiable
health information, such as human resources, a parks, recreation and marine department,
a technology department, a fire department with ambulance services, and a police
department; and

WHEREAS, in the course of providing health care, related and other services, the
City obtains and may share amongst the various City departments protected health
information; and

WHEREAS, Business Associate performs particular duties, functions, activitiés, or
services for, or on behalf of the City; and

WHEREAS, Business Associate receives, has access to or creates protected
health information in order to perform such duties, functions, activities or services; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 (*HIPAA”), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-005
(the “HITECH Act”), and regulations promulgated thereunder by the U.S. Department of
Health and Human Services (the “HIPAA Regulations”) and other applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

(Updated 7-26-16)
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DEFINITIONS. Terms used, but not otherwise defined, in this Agreement

shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.

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.

Safeguards.  Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

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.

Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.

1. Business Associate shall provide the following information in
such notice to Covered Entity:

(a)  The identification of each individual whose unsecured
protected health information has been, or is reasonably
believed by Business Associate to have been,
accessed, acquired, or disclosed during such breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected health
information acquired, accessed, used or disclosed in
the breach (e.g., full name, social security number,
date of birth, etc.);

(d)  The identity of the person who made and who received
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(if known) the unauthorized acquisition, access, use or
disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

H Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4, The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate’s firewall, port scans, unsuccessful log-on attempts,
denials of service and any combination of the above, so long
as no such incident results in unauthorized access, use or
disclosure of electronic public health information.

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.

- 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.
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G. 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. If Business Associate
maintains an electronic health record, Business Associate shall
provide such information in electronic format to enable Covered
Entity to fulfill its obligations under the HITECH Act.

H. 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.

l. 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.

J. 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 the Privacy Rule,
including but not limited to 45 CFR § 164.528, and the HITECH Act.

K. 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(j) 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 the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

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 or
the HITECH Act 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:
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Except as otherwise limited in this Agreement, Business Associate
may use protected health information for the proper management
and administration of the Business Associate.

Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate, provided
that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is
disclosed that it will remain confidential and used or further disclosed
only as required by law or for the purpose for which it was disclosed
to the person, and the person notifies the business associate of any
instances of which it is aware in which the confidentiality of the
information has been breached.

Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

A.

B.

Business Associate shall not use or disclose protected health
information for fundraising or marketing purposes.

Business Associate shall not disclose protected health information to
a health plan for payment or health care operations purposes if the
individual has requested this special restriction and has paid out of
pocket in full for the health care item or service to which the protected
health information solely relates.

Business Associate shall not directly or indirectly receive payment or
remuneration in exchange for protected health information, except
with the prior written consent of Covered Entity and as permitted by
law, including HIPAA and the HITECH Act. This prohibition shall not
effect payment by Covered Entity to Business Associate.

OBLIGATIONS OF COVERED ENTITY.

A

Notification of Limitations in Notice of Privacy Practices. Covered
Entity shall notify Business Associate of any limitation(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,
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permission by ‘individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.

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 REQUESTS 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 and 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.

Termination for Cause. Upon either party’s knowledge of a material
breach by the other party, the party with knowledge of the other
party’s breach shall either:

1. Provide an opportunity for the breaching party to cure the
breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching party;

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, the violation shall be
reported to the Secretary.

Effect of Termination.
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1. Except as provided in paragraph (2) of this Section, upon
termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession . of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that returning
or destroying the protected health information is infeasible,
Business Associate shall provide to Covered Entity
notification of the conditions that make return or destruction
infeasible and shall extend the protections of this Agreement
to such protected health information and limit further uses and
disclosures of such protected health information to those
purposes that make the return or destruction infeasible, for so
long as Business Associate maintains such protected health
information. :

ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.

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 or administrative proceedings commenced against Covered
Entity, its directors, officers, or employees based on a claimed violation of
HIPAA, the HIPAA Regulations, the HITECH Act, or other laws relating to
security or privacy, except where Business Associate or its subcontractors,
employees or agents are named as an adverse party.

MISCELLANEOUS.

A. References. A reference in this Agreement to a section in the HIPAA
Regulations or the HITECH Act means the section as in effect or as
amended.

B. Amendment. The parties agree to take such action as is necessary

to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

C. Survival.  The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.
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1.

12.

13.

14.
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D. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and the
HITECH Act.

LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the
entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

INDEMNITY.

A. Business Associate shall indemnify, protect and hold harmless City,
its Boards, Commissions, and their officials, employees and agents
(“Indemnified Parties”), from and against any and all liability, claims,
demands, damage, loss, obligations, causes of action, proceedings,
awards, fines, judgments, penalties, costs and expenses, arising or
alleged to have arisen, in whole or in part, out of or in connection with
(1) Business Associate’s breach or failure to comply with any of its
obligations contained in this Agreement, or (2) negligent or willful
acts, errors, omissions or misrepresentations committed by Business
Associate, its officers, employees, agents, subcontractors, or anyone
under Business Associate’s control, in the performance of work or
services under this Agreement (collectively “Claims” or individually
“Claim”).

B. In addition to Business Associate’s duty to indemnify, Business
Associate shall have a separate and wholly independent duty to
defend Indemnified Parties at Business Associate’s expense by legal
counsel approved by City, from and against all Claims, and shall
continue this defense until the Claims are resolved, whether by
settlement, judgment or otherwise. No finding or judgment of
negligence, fault, breach, or the like on the part of Business
Associate shall be required for the duty to defend to arise. City shall
notify Business Associate of any Claim, shall tender the defense of
the Claim to Business Associate, and shall assist Business
Associate, as may be reasonably requested, .in the defense. .

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and is
consistent with HIPAA, HIPAA Regulations, the HITECH Act and California
law.

COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
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15.

16.

17.

18.

19.

(Updated 7-26-16)

hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' 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, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

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 constltute a waiver of any other or
subsequent breach of this Agreement. o« b

CONTINUATION. Termination or expiration ‘ofthis "Agreement shall not
affect rights or liabilities of the parties which accrued-pursuant to Sections
7,12 and 14 prior to termination or explratlon of th|s Agreement and shall
not extinguish any warranties hereunder. ' :

ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to or
entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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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.

lndovid House ,

(Name of Business Associate)

a Nn- Pt Copuahun

(corpgration, partnership, individual)

Spomper 142018 By Z’?zzﬁég. L ALL d il L
¥ 4 5}}, 'v ]
Title: LNV CLUNVE Dive et
, 20 By
Tom Modica Title:

Assistant City Manager

EXECUTED PURSUANTY OF LONG BEACH, a municipal
‘TO SECTION 301 @brporation
THE CITY CHARTER

Oﬁfﬂlﬁ (o ,20./(? By ﬂ%

’ City Manager or designee

“City"

The foregoing Agreement is hereby approved as to form this\@ay of

OOBEZF 2018

CHARLES PARKIN,City Attorney

=N

By

Deputy

(Updated 7-26-16)



