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CONTRACT FOR SOCIAL SERVICES

31445

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

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between LONG BEACH DAY NURSERY, a California nonprofit
corporation (“Organization”), with offices located at 1548 Chestnut Avenue, Long Beach,
California 90813, and the CITY OF LONG BEACH, a municipal corporation (the “City”).

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

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

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

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

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

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

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

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

in the Contract.
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Section 2.

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

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

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

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fourteen Thousand Dollars ($14,000.00) over the
term of this Contract. These funds shall be used to provide services within the
City of Long Beach. Upon execution of this Contract, the City shall disburse the
funds payable hereunder in due course of payments following receipt from
Organization of billing statements in a form approved by the City showing
expenditures and costs identified in Attachment “B”.

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

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

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

3

LT:bg A09-03591
L:\Apps\CtyLaw32\WPDocs\D012\P010100186574.DOC




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

o © 00 N O O b~ W N -

N N N N D DD N DD 2 a8 v ad o aa ay aa a
00 ~N O O Hh W N =2 O W 00N OO g WwWN -

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

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

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

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

and reports within fifteen (15) days after the end of the Operational Year may
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result in loss of reimbursement of funds.

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

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

Section 5.

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

grant funds, regardiess of whether the funds being withheld by the City were
5

LT:bg A0G-03591
L:\Apps\CtyLaw32\WPDocs\DO012\P010100186574.DOC




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

O O 00 ~N O O b LW -

N N N N N N N DN DN A m o e e ed md md =
0 ~N O G A W N A~ O © 0O N O OO P oW N -~

improperly used.

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

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

Section 6.

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

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

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

Section 7.

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

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

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

Section 9.  Organization shall indemnify and hold harmiess the City, its
7
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Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the Claim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.
Section 10.

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

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

contractors liability, and products and completed operations liability. The
8
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City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City's
endorsement form or on an endorsement equivalent in scope to ISO form

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

required herein, furnish to the City certificates of insurance and endorsements

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Attn: Manager, Department of Community Development, Neighborhood Services Bureau,

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

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

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

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

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

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

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

"

17
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IN WITNESS WHEREOF, the parties have caused this document to be duly

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

Novtmbtr D0 200

,20__

_,DCC <o . 200A

This Contract is approved as to form on
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LONG BEACH DAY NURSERY, a
California nonprofit corporation

By
~—Rresident= EX e cutuie,
Pt Worx Dacccio
Typé_of Print Name
By
Secretary

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

. Assistant City Manager
By CPV\L——)

City Manager m::g
;&ascmu 801
“Cityﬂ m

(223 12097
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City of Long Beach
Social Service Grant (SSG) Program 2009-2010
Scope of Work

AGENCY NAME: Long Beach Day Nursery CONTRACT NUMBER:

PROGRAM OBJECTIVE:

Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

1. In 2009/10, we will proviée quality child ca’re and early education
to approximately 130 children, 98% to 100% of whom will be from
low-income families. 130

2. In 2009/10, we will observe 100% of our children and screen 20 to
25 to detect early intervention needs, providing service or making
outside referrals for 100% of children requiring intervention. 20

3. In 2009/10, we will track 100% of our children's growth and
development to determine how to tailor our program to meet
individual needs.

130
In 2009/10, all parents will be offered take-home learning
materials, which will be used by at least 50% of chidlren with their
parents.

65

Total Unduplicated Clients Served: 130

W ¥ [‘/()'/N / Attachment "A”

Wﬂature ~ f Page 1 of 1

SSG Scope of Work 09-10 Blank {2).xis 11/30/2009, 11:49 AM




ATTACHMENT "B”




CITY OF LONG BEACH
Social Services Grant Program 2009-2010
Program Budget for AGENCY: City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
Neal, Sonya $4,667 Preschool teacher to perform scope of work as described
Campbell, E. Diane $4,667 Preschool teacher to perform scope of work as described
Fletcher, Yvette $4,667 Preschool teacher to perform scope of work as described

TOTAL PERSONNEL $14,000 Total Personnel to be Reimbursed
OPERATIONS $0

TOTAL OPERATIONS $0 Total Operations to be Reimbursed

SSG 09-10

’ﬂ A ’Yﬂfl/’ru (,m M Attachment "B"

Signature / \ Page 1 of 1

pY ( /
J

SSG Program Budget Revised $14K 12/3/2009
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PARTS 200-214 [RESERVED]

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

Bec
2156 About WS part
Subpar A—Geneial
2151 Purpose.
215.¢ Defliniuons.
2156 Bffect or Other (SSuances
215 ¢ Devianions.
Y15 Bubawards

Supparn B—Pre-Award Reguirements

1210 Purpose.

215.11 Pre-award policies

21712 Formes {or =pplyving for Federal assist-
ance,

TreLaTmentl anG suspension,

Special award conditions

Meirnc System of measurement.

21£.16 Resource Conservatich and Recovery

Aot

17 Certlficerions and representalions

2616

21

[

Subpart C—Posi-Award Requirements

FPINANCIAL AND PROGEAM MANAGEMENT
415.20

Furpose of Iinancial and program

managemen,

PARAYN tandards for finzancial! menagement
SvsLeme

21£.20 Parmest

2i1.28 Costsharing or malching

2026 Frograbi ILCCInE,

2.0.88 FRewvision o budpet and program

Fans

210,26 Non-Federa] audits.

27 Aliowalie CoSLS.

E4t Teriof of avallability of {unds
£.2¢ Gondilional exemptiols.

PROFERTY ETLNDLRDS

£.30 FPurpose of properiy sianlards

2i£.3] 1nswralCe COVEIAgeE.
215.3% fieas property.
Bif

iL.32 Feferaliv-ownet and exempl Prop-
eIty

21l Bouipment

23030 Suppiies and ouhser 2XpEHOEDRIE Lrop-

BULY

(W)

210086 INTAnElRlE propeTiy.

Y037 TToperty LTuSt I'tlaliLnsShip
PROCUREMENT STANLARDL

210 46 Turpose of procurernent standerde

215,47 Fecipient responluilit.es

wil 49 Codes of cenguct,

21842 Competitiorn

¢1f 44 Frocurement procedures
415,44 Cosl apd Prise 2nalysis.
£15.4f Procurement records

215 47 Conuragt atNMIIISITALIGT
214 4% Dontract provislons

REPORTE AND ELECORDS

Furpose of reports enc recoris

Monitering and Treporting Program
periormance.

21£.52 Fainanicial reporiing.

1650 Retentiol and ascess
{or pecoTds

requiremsnts

TERMINATION £ND ENFORCEMENT

21560 Purpose of terminasiol ant enforce-

IMent
216,61 Terminatiomn.
215.62 Eniorcement.

Subport D—After-the-Aword Reguirements

215.70  Furpuse,

1571 Closeoul procedures.

216£.72 Bubseguent adjusiriente &Ll cob-
uinwing responsibilities.

18.72 Collection of emounis due

LPPENDITY A TO PART 21E—CONTRACT FhOVI-
SIUNE

AUTHORITY. 31 U.8.C, 502; 8 U.5.C I111,

T.E.C. 405, Feorganization Flarn Mo 2 0ol 187C;
E.Q. 11543, 35 PR 10737 2 CFE, 1961270 |
jich

SQURCE. 6 PR 262E1. Way 11, 2004, unless
uTherwise noted,

§ 2150 About this part.

tz} Purpose. This part containe COME
gFuitance W Federal apencies on Lhe ad-
ministration of granle o and agree-
ments with inssitutions of higher edu-
cation, hospitals, and other non-profit
organizations. The guidance sebs forth
standards ior obLaininf CONSISLENCY
eng uwniformity in the azgencies’ admin-
Btration of tnose granis and agree-
menlsE.

(o) Applicwbilily. (1) Ex

L LE

vifief herein. ne sitEnfarts
L
e

3

i oas pre-
e i

1

™o
vy

thie pert are applicanlis 1t
i suabll

agencies. 1

3]
[
L et

and

o>
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reguire-

andards

iffar

8 Ul

fded

nothis

pr sars, the nrovisions of
Lhe ntatute shall govern
(27 The provisions of suabparis A

throueh B of this part shall he applied
by Faderal agencios to recipients. Re-
sipents shall apply the provisions of
vhose sobparts o subrecipients per-
farming substantive work under grants
and agreements that are Dpassed
through or awarded by the primary re-
cipient, if such subreciplents are orga-
nizations described in paragraph (a) of
vhis section

{3) This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of State or local governmenis
covered by OMB Circular A-102,
“3vants and Cooperative Agresments
with 3tete and Local Governments'!
and the Federal agencies' grants man-
agement common rule (see §215.5)
which stendardize the administrative
regquirements Pederal agencies lmpose
on State and local grantees, In addi-
tion, suhawards and contracts to State
or local governments are not covered
hy this part. However, this part applies
to subawards made by State and local
governments 50 organizations covered
by this part.

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

(¢) OMB responsibilities. OMDB 18 re-
sponsible for:

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

{2} Interpreting the policy reqguire-
ments in this part and providing assist-
ance %o ensure effective and efficient
implementation.

(3) Reviewing Federal agency regula-
tions Implementing the guidance in
this part, as required by Exscutive
Order 128686.

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

1Sae 5 CFR 1210.8 for avallebiltty of OMBE

cireulars.

40
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where adeguate ustification 5 pre-
sented
(5) Conducuing broad oversight of

govarnment-vide sompliance with the
guidance in Lhis pard

(a3 Federal ogency responsthilities. The
nead of each Federal agency thac
awards and adrinisters grants and
agreements subject to the guidance in
this part is responsible for:

(1} Implementing the guidance in
subparte A through D of this part by
adopting the language in those sub-
parts aniess different provisions are re-
guired by Federal statute or are ap-
provead by OMB.

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

(3} Reguesting appreoval from OMB
for deviations from the guidance in
subparts A through D of this part in
situations where the guidance requires
that approval.

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

(e) Relotiomship fo previous igsucnce.
The guidance in this part previously
was issued as OMD Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMB circular. Appendizx A
4o this part contains the guidance that
was in the appendix to the attachment.

(fy Information Contact. Further infor-
mation concerning this part may be ob-
tained by contacting the Oifice of Fead-
era] Financial Management, Office of
Management and Budgst, Washington,
DG 20503, telepnone (202} 385-3993.

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

Subpatt A—General

§215.1

This part establishes gniform admin-
istrative reqguirements for Federal
rants and agreements awarded o in-
gtitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Feaderal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§215 4, and §215.14 or unless specifically

Purpase.
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Liefinitions.

ta Accrued erpendilurel IMeane Ghe
C}‘ar'ges wenrred Ly the Tecipient gur-
NE giver periof reqguiring the provi-
sion o.’ Tunds: for:

(1, Goods &and other tanglble propery
received;

f?., Ser‘\‘lG&E periormed by ermployest

COTLT ore, subrecipients, andé other
_U':\s =5 nd
(2, Other amounts Lecoming owed

under programe for which nco current
services or perfOrmarnce 1 reguired.

(b; Accrued mcome meahs the sum ol

(1) Farnings during a given period
irom:

4, Services performed by the recipi-
ent, and

11y Goode and other tengivle prop-
eroy delivered to purchasers, and

12) Amounss becoming owed to the
recipient for which no current services
or periormance is reguired by tne re-
cipient.

{¢) Acguisition c0st of equipment ISans
yhe net invoice price of the egnipment,
inciunding the cost of modificatione, atb-
LzChments, aGeessories, or  auxiliary
apperatils Necessary Lo make the prop-
erty uszbie for the purpose {or wnick it
wag aoguired Other charges, such aE
the cost of insvallation, transporiation,
Leyes, Aury or protective n-trans:t in-
sirance, snall be included or exciuded
iromr the unit acouisivion cost in ac-
r_srdz_nce with the recipient’'s reguoiar
ounting praciices

Adver,ce meals & payiment malde
Uy Treasury check or oUhsr aDpropriaie
payment Inechanism oo a reciplent
Lpon ite reguest either before ontiays
are made by the recipient or through
the use of predevermined
scheanies.

Award means financial zZ55181aT0CE
nzt proviies support or stitmulatior to
accornplish & public purpose Awards
inginde grants and olner agresmentis in
Lien
t"')n Fudﬁral Government
e Lerir Qoss

LSELSLENINE

=

al

e forin 07 moLney oI properuy io
of money. m

payment

insteald  of

15

bt

oLEy :,L]Ac: LSELE walle 1L
£ LurL Eualallebk
LEL 0T i

rné v
wliich are FEUD‘J!—G LL 13
anl afministersd wader
jaWE ant reglialions

fy {losk comiribullones Means
clpient’s casSh outlay, lncluding
uulay ol money conlrioutet Lo Lhe

pient m third partieg
means the Drocesse Dy
which & Pederal awarding agency de-
termines thatl all a.pphca.ble adminls-
tretive acticns 2nd all reguared work of
e award have heen completed by the
ecipient and Federal awarding agency.

() Contrac: meals a procurement
coniract under an award O SUBAawEra,
anl & procurement subsontract under a
reCclpient’s or snbreclplent’'s contracil.

(i; Cost gharing 0Y moishing INeans
that porsion of project or Drogram
costE not horne by the Federal Govern-
ment,

{1y Duite ¢f compledion means the date
on whnict all work under axn award is
completed or The date on The award
document, or any supplemnent or
amenament tnerete, on winich Federa
EPONZOTENIp ends.

(k) Dsallowed 205ts means  those
charges W an award thal the Federal
awarding agency delermines 1o De un-
allowable, In accordance Witk the al-
olicahle Tederal oost principles oo
other terme and conditions sontained
in the award

1y Eguipment means tengible non-
expendable personal property sncluding
epxemph property chearged directly o
the award hayving a2 nseful 1ife of more
Than One Vear anf an acguisition cost

$5,000 or more per unii. Hmowever
consistent with recipient policy, lower
Limite mey be established

‘) Ezcess properiy Ieans Property
untder the control of &Ly Federal
awarding agency thai, as debermined
Dy the head thereo!, i no longer re-
guired for ise needs or the discharge of
1te responsibiiities

‘ny Ezempt properiyy rneals LADEiDis
PECSOLA] property atguired in whole or
in pari with FeGeral funds, whers s
Federg! avwarolng afency Las $oabuld

aLthority voe vest vitle in the rec "px

The re-

13
re-

(r- ool

I
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crthoul juriher obligation o ane Fad-
vl Government. An example of ax-
“In property awnthority s contained
in the Federa) Grant and Cooperaiive
spreoment Act (31 U.S.C0 6308), for
property acguired under an award oo
conduct sasic or applied research by 2
non-profit institution of higher edo-
casion pr non-prefit  organization
whose principal purpose Is conducting
scientific research.

(0} Federal owarding agenty MmMeans
the Federal agency that provides an
award to the recipient.

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

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

(ry FPunding period means the period of
time when Federal funding is availabie
for obligation by the recipient.

{8} Intungible property ond debt mstru-
ments rneans, but is not limited to,
trademarks, copyrights, patents and
patent applicationes and such propercy
28 logns, notes and other debf instru-
ments, lezse agreements, stock and
other instruments of property ownsar-
ship, whether considered tangible or in-
tangible.

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

(mY Oulleys eor crpenditures means
charges made %0 the project or pro-
gram. They may be reported on & cash
or accrual basis. For reports prepared
on a cash basis, outlays are the sum of
cash disbursements for direct charges
for roods and services, the amount of
indirect expense charged, the value of
shird party in-kind contributions ap-
piied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
nasis, outlays are the sum of cash dis-

42
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Bursaments for direct charges for goods
angd services, the amount of indirect ex-
pense incurred, the value of ir-Kind
coniributions applied, ard the net in-
orease (Oor decrease) in WVhe arnounis
owed by che recipient for goods and
other property received, Tor services
nerformead by employess, conbractors,
subrecipients and other payees and
other amounts becoming owed under
programs for which ne currant services
or performeance are required.

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

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

(x) Program I[ncome means gross in-
caome earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of che award
{sae exclusions in §215.24¢e) and {h})
Program lncome includes, hut s not
Himited to, income from le=s [or Serv-
fces performed, the use or rental of real
or personal property acguired under
faderally-funded projects, the sale of
commodities or {tems fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
ioans made with award funds. Interest
sarned on advances of Federal funds is
not program income. Except as other-
wise provided in Pederal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, ste., or interest earned on any
of them.

vy Project costs means all allowable
costs, as set forth in the applicable
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing &the obilectives of the award
during the project period.

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

{za) Properfy means, unless otherwise
stated, real property, equipment, in-
tangikle property and debt instru-
ments.

ATTACHMENT . C
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O1AE Circuiars and Guidance

Lor.
A

[T Tha oy mEans sall iNL-un-
L& TLDrGYEIMELLE, EUTRCTRIel il
APTGILENANGSE  LLeIeL, Dul  exciuges
movalle TACIGNEry Lnf 8QuUIDmEnL.

[S50% HE:C‘.:U'LE’."LZ TMERNS &l OTE&lIZaliltl;
rece:ving lnanfizl assistance direculy
{irem Federal awarding &Eencist
carry oul a projest or program. The
verm mtludes PUBILC A Privale INSTi-
Tawong of higher sducation. pubhc and
provale hospivals, end other ghasi-pai-
lic and privave nen-profit Organlzations
siach a8, pul noet limited w0, COmMMUNITY
aclind  Agencles, resealCh  Instiinies.
educational associztions, anl healtn
centers. The term may inclnde com-
mercial organizations, Joreign or inuer-
national organizaticons (such &8 agen-
cies of the Unived Nations; wnich are
reciplents, subrecipléents, or contradc-
LOreE or SUbCONLIacLOrs Of recipients or
subrecipienus at the discretion of the
Federal awarding agency. The Lerm
does 1m0t include government-owned
contractor-pperated facilities or re-
sgarch centere providing consinued
sepport for mission-orisnted, large-
sCElE PTOgrams that are governmens-
owned or gontrolled, or are designated
ne federaliy-funded research ang devel-
CPIMENT CRILETS.

1dg; Resgarch and developmeni means
all rasearchk acthivities, both basic and
applied, and all development activities
thel are supported at universities, col-
legee. and ovher Lon-profit  mstisu-
vione. "Ressarch' 18 ageflined as 2 sye-
cemetic study directed towardé fulier
sgientific Enowledge o andersualiding
of othe subject sptudied, “Development’
iz the sysiematic use o7 knowledge and
understanding crined rom ressarck di-
recued toward the production of useful
maberials, devices, sysbermns, or metn-
ods, including design and developrnent
of provetypes and processes, The term
research alse 1ncludes activivies in-
volving the training of individazlis ip
rescarch technigues woere such actlvi-
vies utilize the same facilities as oiher
research and development activities
and where such activities are noi in-
cluded ir the inswrucition function,
Smual! pwards means

11l

w1

=N 5

=y & grani or
sooperalive agreement not exceeding
e SMELD purchase shreshold fixed =t

47 15.5.C 40311 (currentiy $25.0000.
I, Subrward meang an awaprd of -
neral  aSsiSualice  in The  forn

nal

of

4

TLOTEN LT RNOETUY Y

Ouabe Lhuel gzl ewarl 2

al eligiDie suRresiDiEll ol Dy
TECIPIEDT L0 2 1oWer uier Zunreciplent.

The verrm inciudes financial nssis

LaLGE

when provideld DY all) lefal agre8ment,

ever il the agreernent if calied & con-
traCl, but does not nclube pProcure-

meént o goods &nc servicer nor does o
inelude any Torm of wSEISLANGEe wWhisk 1€
exciuded irom the  definition of
taward’ in £215.2¢e)

tggs Subrecipient means Lhe legal enti-
t¥ to which a subaward & made and
which is accountable ve tne recipient
for the use of the funds provided. The
term maey inciude {oreigrn or inter-
national organizations (suck 4% agen-
ciee of the United Nations) ai The dis-
crevion of the Federa; awarding agen-
Cy.

(nh) Supplies means all Dersonal pro.-
erty excluding eguaipmenit, intangible
property, and debl insiuraments zs Ge-

r

finef ir this section, and inventions of
a cONIractor eoncelved or first actualiy
reduced we practice in the periormance

of work under =z Iunding azgresment

{"sublest inventions'’) a5 defined iz 37
CFR part 401, “Rignis 1o Inventions

Made by Nonprofit Urganizations: ancd
Smali Business Firms Unaer Govern-
ment Grants, Contracug, ané Cuopers-
LIVe APTERINETLE ™

(11) Suspension means an actlon oy

e

&
Federal awarding agency tnal Lempo-
rarily witnhioraws Feders! SpOLSOrERLT

unGer an awart, pending corrective ac-
tion by the recipient or pendinf & Gweci-
gion to termimate the award by the
Federa! awarding agency. Suspension
of an award is & separste wolion Irom
suspension under Federal agency regu-
lations lmplementing .0 120648 (5] FR
6210, 2 CFER, 1986 Comy., . 188 and E.C
12688 (o4 PR 234131, & CFR. 198¢ Comp.. 1
235, “Debarment and Saspension.”

(131 Termination means the cancells-
tion of Federz) sponsorshit, 1n wihols or
in pari, under an agreement atl any
time prior Lo the date of completion.

(k3 Third puarty in-kind coniriputions
meals the value Of nop-Lasc contribu-
tionge provided by non-Federal third
parcies. Third perty in-kind contribu-

tions mey be in toe {oTrm of real prop-
ertv, egLipmenl. supplies and other €x-
(74

-

valus
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PrOIBe) prosram.

1y Dmibadaled obligadions, for finan-
cial reporss prepared on a cash basis,
means Sthe amount of obligations in-
curred by Ghe recipient that have not
irean paid. For reports prepared on an
accrued expendituore basis, they rep-
resent, the amount of obligations in-
carred by the recipient for which an
outlay has not heen recorded.

(mm) [nobligated dalance means the
poriion of the funds authorized by the
Faderal awarding agency that has not
been obligated by the reciplent and is
determined by deducting the cumau-
lative obligations from the cumulative
funds authorized.

(nn) Unrecovered mdirect cost means
the difference between the amount
awarded and the amount which could
have been awarded under the recipi-
=nt's approved negotiated indirset cost
rate.

fooY Working capital cduvence means 2
procedure whereby funde are advanced
to the recipient to cover its estimated
disbursernent needs for 2 given initial
period.

£215.3 Rffect on other issuances.

For awards subject to this part, all
administrative requirements of codi-
fied program regulations, program
manuals, handbooks and other non-
regulatory materials which are (ncon-
sistent with tha reguirements of this
part shall be superseded, except o the
extent they are required by statute, or
authorized in accordance with the devi-
ations provision in §215.4.

§215.4 Deviations.

The Office of Management and Budg-
at (OMB) may grant exceptions for
classes of grants or reclpients subject
50 the requirements of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imurn uniformity, exceptions from the
reguirements of this part shall be per-
mitbed only in unusual circurmstances.
Federa]l swarding agencies may apply
more restrictive regulrements o a
clasgs of recipients when approved by
OMB. Tederal awarding agencies may
apply less restrictive requirements
when sawarding small awards, except
for those regquirements which are stat-

2 CFR Ch I (1-1-06 tdifiorm

Faderal

utory BEXoeptions anoa gased
hesis may &lso be made by

awarding apencies.

§215.5 Subawards.

Uniess sections of this part specifi-
cally exclude subrecipients from cov-
erage, the provisions of this parl shall
be applied to subrecipients performing
work uander zwards if such subrecipi-
ants are institutions of higher edu-
cation, hospitals or other non-profit or-
gznizations. State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common ruie,

“Uniform  Administrative  Require-
ments for Grants and Cooperative
Agreements to Btate and Local Gov-

arnments,'’ published at 7 CFR parts
3015 and 3016, 10 CFR part 360, 13 CFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 86,
111, 511, 570, 571, 575, 580, £50, BB2, 905
941, 968, 870, and 990, 28 CFR part 66, 28
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 3¢, 31.
and 33, 43 CFR part 12, 44 CFR part 13,
45 OFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 48 CFR pars 18,

[69 FR 26281, May 1L, 2004, 25 amendad at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

§215.10 Purpose.

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

§215.11 Pre-award policies.

{a) Use of Grants and Cooperative
Agreements, and Contracts. In sach in-
stance, the Fsderal awarding agency
shall decide on the appropriate award
instrument {({.e., grant, cooperative
agreement, or contract). The Faderal
Grant and Cooperafive Agreement Act
(31 T.8.C, 6301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of 2 trensaction is to
accomplish a public purpose of support
or stimulation authorized by Federal

ATTACHMENT C .........
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COOPETER-

e EDALUY LINLENILE: 162
CGDEINE DetWeET. ETanE &ul

ive agreemente 18 Ghat for the iaiier,
Crnusteniial invoelvement is eXpecled
LELweel INE BXBCUDIVE afelcy ant ithe
Suale. 10czl POVETNIIENT. OF OGNET I't-
mpient Wner CarTying cul the activity
1plalel 1n the agresment.” (on-
‘LE shall be used whner the Princlpsal
LuUTpOSe 1f acgulsition of property o
services ior the direct benelit or use of
Federa! GOVRTRINEDL.

(13 Public Neotice ané Priority Set-
ting. Federal awerding sgencies shall

notify the public of its muended fund-
ing priorivies for discretionary ETal
programe, anless funding priorities are
esuablished by Federal smatute.

£215,12 Forms for applying for Fed-
eral assistance.

‘a) Federal awarding agencies snali
comply  with the applicable report
ciearance reguirsments of & CFE part
1320, “Controlling Paperwork Burdens
on the Fublic,!” witn regard to all
forme used by the Feberzl awarding
LEENCY 1T place Of Or as & SUPLiement
o the Siandard Form 424 (SP-434) se-
ries.

(by Applicants shall use the SF-424
series Or wnhose forms anté instractions
prescribed Dy the Feoderal! awarding
ACENCY.

{cy For Federal programs coversd Dy

D 12872, “Intergovernmental Review
of Feaeral Programe,” (47 FR 30855, §

C¥E, 1887 Comp  p 197) the applicant
shiull complete the APPTOPTisLe SELLIONE
of the SF-424 (Lppiication for Federal
Lseistance) Indicating whether the ap-
plication was subizci o review by the
State Single FPoint of Contact {(SPOC
Thne name and address of the 3POC fo

a4 particular State can be obtained from
the Federal awarding agency or the
Cawalog of Federul Domestic Assisionce.
Tre SPOC shall eadvise the applicant
whethel the program {or winich applica-
Lion ig made has beer selected by that
SuabLe [or review,

d Federal awarding agencies thet do
riot use whe SF-424 form should mdi-
cale whether the application is subject
o

¢ review by the State under .0 12372

e &NC re-
with Federal

L2% .4@ @hﬂ
pension U Unde

LhLse MEFLLRLIONE . LET-
partier wie are uebvarred, sus-
pendel or otherwist excludel mey "’luL
DE participantis 07 DPrincipgis i Feder

Lalin

ASEISLANGE aV\a, s aud subewards, anc
in  cerizin ONLracut  under  thosse
ewards anc 5uba~ Waris.

170 ¥E 51B75, Aug 31 2005)

t215.14 Special award conditions.

If ar applicant or reciplent: lae & hls-
Lory OF poor performance, is not finan-
cielly svable, has 2 managemeént 2ys-
tem that does not meel tne stanCards
preseribaed in thie part, has not oon-
formed vhe terme and conditions of

a previous award, or 1f not otherwise
responsible, Federal awarding agenciss
may irnpoese additional requUirements as
needed, providel that such applicant or
recipient is notified im writing as to:
the nature of the addivicnzl require-
ments, the reason why tne additional
requirements are belng imposed, the
natiure ¢f the corrective zction needed,
ihe time aliowed for completing vhe
corrective actions, and the method for
requesting reconsideration of the zadi-
tional reguiremente impossed. Any spe-
cial conditioms shall be promptly ré-
moved once  the  congivdons  phat
prompied them have Leen corrscied.

§015.15 Metric

svsierr of measure-
ment,
Tne Metric Conversior  AcL,  as

amenaed by the Oronibus Trade and
Competitiveness Act (16 U .5.C. 205) de-
cleres that Lhe metnio syvstem is The
preferred measuremens systern for U.5
traGe and commerge. The ACL reguires
eack Federa: ageney o essapnlish & date
or dates in consultation with the Sec-
retary of Commerce, when the metric
system of measurement wil: be used 1n
the ageney’s procurements, grants, and
oiher business-related actlvities Met-
ric implementation may iteke 1O0nEEr
where the use of the system 18 imitially
impractical or Iikely to cause signifi-

cant inefficiencies I1nt Lhe ascomplish-
ment of federzliv-funded activities.
Federa) awarding agencies snell {oilow
the provisioms of E.O0 12790, “'Meiric
Usage in Federal &ove"n*nem Fro-
erems’ (HE FE 35801, F OFLR. 1%9: Comp.,
b, 543
iy
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£915,16 Hesource Conservation and

Recovery Act.

Under the Act, any State agency or
aeency of a political subdivision of a
3tate which 1s using appropriated Fed-
funds must comply with section

aral
5002 Section 8002 requires thab pref-
srence be given in procurement pro-

rrams o the purchase of speclific prod-
nets  containing  recycled materials
identified In guidelines developed by
svhe Environmental Protection Agency
‘BPA) (40 CTR parts 247-284). Accord-
ingly, State and local instisutions of
nigher education, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federal funds
shall give preference in fheir procure-
ment programs funded with PFederal
funds to the purchase of recycled prod-
ucts pursuant to she P A guidelines.

§215.17 Certifications and representa-

tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is authorized and encouraged to
zllow recipients to submit cerbifi-
cations and representations reguired
by statute, executive order, or reguia-
tion on an annual basis, if the recipi-
ents have ongoing and conginuing reia-
sionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
authority to ensure recipients’ compli-
ance with the pertinens requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§216.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 215.28 pre-
seribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching reguirements,
gecounting for program income, budget
revision approvals, making audits, de-
termining allowability of cost, and as-
sablishing fund availability.

§215.21 Stendards for financial man-

agement systems.
(a) Federa)l awarding agencies shall
roguire recipients to relate financial

Y

¢ TFR Cho il (1-31-06 Edifion}

dase oo performance data and deveiop
unit cost nformation” whensver pras-
sical,

(hi Recipients financial management
gystems shali provide for the fallowing.

{1y Accurate, current and complale
disciosure of the financial results of
each federaliy-sponsored project or
program in accordance with vhe report-
ing regquirerments set forth in §215.52 1If
a Federal awarding agency reguires re-
porting on an accrual basis from a re-
cipient that maintalns its records on
obther than an accrual basis, she recipi-
ent shall not be reguired to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reporis on the basis of an
analysis of the documentation on hand.

12y Records that identify adegquately
the zource and application of funds for
federally-sponsored activities, These
records shall contain information per-
saining to Federal awards, authoriza-
tions, oblipations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3) Bffective comtrol over and ac-
countability for all funds, property and
other assetg. Recipients shall ade-
guately safeguard all such assets and
assure they are used solely for author-
ized purposes,

(4) Comparison of cutlays with bude-
et amounss for each award. Whenever
appropriate, financial information
should be related fo performance and
unit cost data.

{5y Written procedurss o minimize
the vime elapsing between the transfer
of funds to the recipient from the U.3.
Traezsury and the issuance or rademp-
tion of checks, warrants or payments
by other means {or Program purposes
by the recipient. To the extent that the
provigions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453})
govern, payment methods of Siate
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 205, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

(6) Written procedures for deter-
mining the rezsonableness, allocability
and allowability of costs in accordance
with the provisions of the applicable
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LOEL Vigs: alt Ll
SONGIWIOLn 12 AWARDE
ACLOUNTINE reCoris inciuding cost
2ooCRNLLnE resords thal &re SUpporiued
by BOUrGe QOCUTNEl Sati0n.

. Wnere tne Federal Government
LGLEEE O INMSUTres Lhe IepPayment ol
money borrowed DY the recipienit. Uhe
Federal swarding agency, &t ite distre-
ion, Insy require adequate bonding
znd insurance if the bonding ang insur-
ATCce TeQuirements of Lhe reciplent are
noy deemmed abteguabe Lo protect the in-
terest of the Federz! Government.

td; The Federal awarding agency may
require adequate fidelity bond coverage
where the recipient lacks sufficient
coverage Lo DProtect ihe Federal Gov-
ETTIMEnRT’L INterest.

fe; Woere bonds are reguired in the
situations descriped above, the Donds
shall be obtained from companies hold-
ing certificates of auihority aE accepl-
able sureties, as prescribed inm 31 CFR
part 223, “'Sursty Companies Doing
Businesg with the United Statss.”

3

"y

£215.22 Payment.

fa) Payment metnhods shall minimcize
he tlme elapsing Defween the transier
T funds from the United Staies Treas-
end the issuance or redemption of
TeCcks, WRITanis., or payment by other
neans by the reciplents. Fayment
meshiods of Stale agenciss or lmstru-
mentalities shall be consietent with
Trezssury-3iate CMI1A agreemenlE oOr
dgfauit procedures coified &t 32 CFH
pary 208,

(D) Pempients are 16 pe paif in ad-
vance, provided they maintaln or demn-
onsLrabe he williNgnest Lo Mainvheln.

(23 Writien procedurse that minimize
tne timne elapsing between the wransier
I dunde and disbursement by the re-

cow

i
Y

0

5]

ol
cipient, and

2; Financial menagement systems
that rneel the standzrds for func Gon-
rol andé atcounbability ze& established
ir £218.21 Cash advances Lo & reciment
organization shall e Limited Lo the
minimum  amounts heeded and  be
nmed Lo be in atoordance with The ac-
tual, immefiate casn reguirsments of
the reciplent OrganitAlIon 1T CArTVINE
out the purpose of the approvet pro-
graIn or project. The timing  end
AILOLNL 0f CaBL wdvanicus shall De as
caGst &t 1 abmamisiramively leasliie W

ey

-

vin

th

Leit.ez
The alilk. G
enL OrERGLRELLION
Oroject GOEL
share of and

1oy Whenev
bhe consolidats
cagsh needs Tor
Federad awardin
ENT.

1) AAVATICE PEVITIEDL MECNanisme 1hi-
clude, but are not mived 1o, Treasury
check ané elecironiec fundés vransier,

{2; Advance payment mechanisme are
subject e 31 CFR part 205,

{3, Recipients shall be authorized to
submit reguesss for advances and reim-
vursements ail  least moninly wher
electronic fund transferg are not uset.

(d) Beguesye {for Treasury check ad-
vance payment shzll De submitted oz
SF-270, "‘Feguest Jor Advance or Relirm-
bursement,” or otier formes as may be
atthorized by OMEB. This form is nol 10
be used when Treasury check advance
peyments are made 1o The recipient
sutomatically through the use of 2 pre-
determined payment schedule or i pre-

3
i
=
=
7
w
mw
=
-
o
o
[
o
o

T

1or direci Progralr or
Lie  properiiolale

SLE

L Lover
wwards made DY ht
EESNCY LL the retipn-

ELTIC PaLEC

clunded Dy spscial Federal awarding
agency instruciions  for  electronic

funde transier.

(&) Reimbursement 1z tne preferrec
method when the reguirementis in
§210. 1500 cannot e et Federal
ewarding agenclss may alsc use this
method- oo any construciion  agreo-
ment, or if Lhe majcr portiox of the
construction projsct is aceormplisned
through private market fimancing or
Federz) loans, and the Federal assist-
ATCE COTISHTULES &z minor portion of the
project

1, Woern ke reimbursermnent meiho
ig used, the Federal awarding ageuc
shall make payment within 30 daye
after receipt of the bLiling. uniess the
miliing is improper.

:2) Becipiente shall be auntborized
submit reguest for reimpursement &t
least monthly when electronic funds
transiere are not used.

Y I z recipient cannot meet the cri-

£
ted

serie for afvance paymEents ané Ihe
Federa]l awarding agency has dever-

muned thal reirmpursement 1 0ot leé-
sitle Decause the recipient lacks saffi-
cient worklng capinal, vthe Fsdera
2WArGINE wgency ey Provide cash «
Working capital aBVENCE DaSIE.
This procefure. the Federzl

AT EACHMED!
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Y advanne oosh oo She e
rpient e oover us ertimated dishurse-
ment neads for an inisial!l period zen-
erally mearsd bto the awardee's dis-
sursing cvela. Thereafier, the Federal
nwarding agency shall reimburse the
~ecipient for its actual cash dishurse-
menss. The working capital advance
mebhad of payment shall not be used
for reciplents unwilling or onable to
provide timely advances to thelr sub-
rocipient to meet the subreclplent’s ac-
tual cash dishursements,

(g To the extent avallable, recipi-
snts shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, program income, re-
nates, refunds, gontract settlements,
audit recoveries and interest earned on
such funds before requesting additional
cash payments.

‘h) Unless otherwise required by stat-
nte, Pederal awarding agencies shall
not. withhold payments for proper
charges made by recipients at any time
during the project pericd unless para-
graphs (h)¥1) or ¢2) of this section
apply.

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

(2) The recipient or subrecipient is
delinquent in 2 debt to the United
3tates ag defined in OMB Circular A-
129, “Managing Federa! Credit Pro-
grams.”’ Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the reciplent
that payments shall not be made for
abligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gow-
ernment is liguidated.

(i} Standards governing the use of
hanks and ofher institutions as deposi-
sories of funds advanced under awards
are a5 follows. '

(1) Except for siteations described in
paragraph (1)(2) of thie section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
gligibility reguirements for deposi-
wories for funds provided to a recipient.
However, recipients must be able to ac-
count for the recelpt, obligation and
sxpanditure of funds.

48

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

2 Advances of Federa!l [unds shall b
deposited and maintained in insursd
accounts whenever possible

{]; Consistent with the nasionzal goal
of expanding the opportunities for
women-owned and minority-owned
business enterprises, recipients shall be
ancouraged o use women-owned and
minority-owned banks {a bank which is
owned zt least 50 percent by women or
minority group members).

(k) Reclpients shall malntain ad-
vancas of Federal funds in interest
bearing accounts, unless paragraphs
(k)(1), (2) or (3} of this section apply.

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

{2) The best reasonably available in-
terest bearing account would not he ex-
pected to earn interest in excess of 3250
per yvear on Federzl cash balances.

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

(}) For those eniities where CMIA
and its implementing regulations at 31
CFR part 200 do not apply, inferest
earnad on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852, Interest amounts up to §250 per
year may be rstained by the recipient
for administrative expense. State uni-
versities and hospitals shell comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tlonary awards without prior written
approval from f{he Federal awarding
agency, it waives its right to recover
the interest under CMIA.

fm) Except as noted elsewhere in this
part, only the following forms shall bs
authorized for the recipients in re-
questing advances and reimburse-
ments. Faderal agencies shall not re-
gquire more than an original and two
copies of these forms,

(1) SF-270, Request for Advance or
Relmbursement. Bach Federal award-
ing agency shall adopt the SF-270 as a
stendard form for all nonconstruction
programs when electronic funds trans-
fer or pradetermined advance methods

pace . L0 oF 20 pages
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oL usel Feerh, aWArning Lpen.
o nowsver have Lhe uplion of using
e ful CONSLTUCLIOn PrograIms In
of wne BF-271, vOuilay Report anc
for eimburssment for Jon-

2 8F-27, Dutiay Report and Be-
yuest {or Reimbursement {or Constrac-
woi Prograrne. Bach Federal awarallp
agenlcy shall adopt the SF-271 ar the
standard form 10 be used oY reguestng

reimbursement for constructlon pro-
grams., However, a Federal awarding
apency may substitute the SF-270

whern the Federal awarding agsncy de-
termines that 1t provides adeguate In-
{ormasion 1o meet Federal needs,

£215.28 Cost sharing or matching.

(a1 AL conwriputicns, incinding cask
zndé third party in-Eind, snall be agc-
cepLed af part of the recipient's cost
shering or meaiching when such con-
yriputions meet 2ll of the following cri-
Lerie.

(1) Are verifiable from the raciplent’s
reCorae.

(2) Are not inciuded ze contributions
{or any osher {ederally-assisted project
0T Program

{3; Are necessary and Treasonable for
proper 2nd efficient accomplishiment ol
project o1 program onjeciives.

43 Are allowsDle under the applica-
nie cost principles,

(5 Are not paid by the Federal Gov-
ernmment unéer another award, except
where sltnormzed by Federal statute w0
be used {or cost sharing or matching.

(67 Lre provided for in the approved
budget when required by the Federal
awarding agency.

{7y Conform o otner provisions of
this part. ac applicable.

(b, Unrecovered indirect coste may De
inciuded &8s part of cost sharing or
matening only with the pricr approval
0! the Federa! pwarding agency.

(e Values {for recipient coniribttions
of services and property snall be estab-
lished i accordance with the applica-
Die oSt principles. 1f a Federal award-
ing agency asuthorizes recipients o Go-
nave bulidinge or iand {or consiracuiow
facilitles acquisition LTCIECLE OF 1OnE-
WErmm use, ihe value of the donaied
properiy 1or Lost shering o7 malcning
snall DE the iesser of paragrernis (cilli
07 2 0 Thle 82CTI0n

jSnN
T~

£215.22

i Tae e Of Lhe remall-
ny sile of - propsriy resorded 1 Lhe
TECIPIERLE oullllng records wl the

Time O QONBALION,

(2, The Gurrell (217 markel valle
Bowever, whern there 18 suificient jus-
tificasion, the Federal awarding agen-
¢y mey appProve tne use 0! Lhie current
fair markel value of the doneted prop-
erty, even 17 1L exceeds the ceriifisd
value al the 1me of donathion LW e
Droject.

8y Volunteer services furnished Dy
projessional and echmical personnel,
consultante, andé other skilled and un-
skilled labor may be counted as 050
shamng or matoning if the service is an
integral and necessary part of ar ap-
proved project or program. Rates for
volnnseer services shall De gomsistent
w1th those paif for similar work in the
recipient’s orgenization. In those in-
swances in which the reguired skille are
not found in the recipient organization,
rztes shaill be consistent with those
pait for similar work in the labor mar-
ket it which the recipient competes for
the ¥ind of services invelved. In either
case, pald iringe benefite thal 2re rea-
sonabie, allowable, and allocable mey
be included in the valualion.

{e) When ar. employer other ThaL the

recipient furnishes the services of an
empiovee, these services shall be val-
ued ai the emplovee’'s regular rate of
pay {pius an amount of {ringe benefits
that are ressonable, allowable, and al-
locable, but exclusive of overhead
cosls), provided theSe SEIUVIGEE &T€ 1n
the same skill for which the employee
is normally paid.
Donated suppiies hayY 1nclude
such 1tems a& expendadie eguipment.
oifice supplies, laboratory supplies or
worksnop and  classgroom  supplies.
Value assessel Lo donated supplies 1n-
cluted in {he cost snaring or rmatching
share snell be reasonabie anc shall not
excest the fzir market valve of ihbe
propersy at the tme of the denation.

{g) The method uwsed for deterrnining
cost sharing or matching {or donaied
equipment, buildings and land for
whnich title passes UC the recipienl may
differ according ¢ tne purpose of the
award, i paragraphs (g)(1; or (2; of this
SeCctiorn aDply.

i,
L

e 1o

{1 If the purpose of ohe &aT he
%5818 The recipient in Lhe acquisition
aTracHMENT 1
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§z15.24

of aouipment, buildings or land, uhie
wotal value of the donated properoy
mey be claimed as sharing or
matohing.

2y It She purpose of the award is to
support activities that reguire the use
of equipment, buildings or Jand, nor-
mally only depreciation or use charges
for eguipment and bhuildings may he
made. Howsever, the full value of equip-
ment or other capital assets and falr
rental charges for Jand may be allowed,
provided that the Federal awarding
agency has approved the charges.

(hy The value of donated property
shall be determined in accordance with
the usual accounting policies of the re-
cipien$, with the following gualifica-
tions.

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

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

{3y The value of donated space shall
not exceed the falr rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in a privaiely-owned
building in the same locality.

(4) The wvalue of loaned eguipment
shall not cxceed its fair rental valne.

(5) The following reguirements per-
tain to the recipient’s supporting
records for in-kind contributions irom
third parties.

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

fii) The basls for determining the
valuation for personal service, mate-
rial, equipment, buildings and land
shall be documented.

cost

§215.24 Program income.

{a) Federal awarding agencies shall
2pply the standards set forth in this
sectlon in requiring recipient organiza-
siong o account for program income

2 CFR Ch. Il (1-1-0¢ Edition)
relgved Lo projects financed i whole or
in part with FPederal funde.

by Except zs provided n paragraph
fhy of this secition, program income
earned during the project. period shall
he retained by the recipiont and, ‘0 ao-
cordance with Federal awarding agency
regulations or uhe terms and condi-
tions of the award, shzll be used in one
or more of the ways listed in the fol-
lewing.

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

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

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

{c} When an agency authorizes the
disposition of program income as de-
seribed in parapraphs (b1} or (b2} of
this section, nrogram income In exoess
of any limits stipulated shall be ased in
accordance with paragraph (hi3) of
shis section.

(dy In the event that the Federal
awarding agency does not specify in its
regulations or the terms and condi-
cions of the award how program income
is te be used, paragraph (b){3) of this
section shall epply automatically to
all projects or programs sxcept re-
search. For awards that support re-
search, paragraph (b)1) of this section
shall apply automatically unless the
awarding agency indicates in the terms
and conditions another alternative on
the award or the recipienf is subject to
special award conditions, as indicated
in §215.14.

(g) Unless Federal awarding agency
regulafions or the fterms and condi-
tions of the award provide oftherwise,
recipients shall have no obligation to
the Federal Government regarding pro-
eram income earned after the end of
the project pariod.

) If anthorized by Fadera) awarding
agency regulations or the terms and
conditions of the award, costs incident
w0 fthe generation of program income
may be deducted from gross income o
determine program Iincome, provided
these costs have not baen charged to
the award.

-
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OWAE Ciculars and Suicance

T, TLiE B&lE Ol B

1Y, LGOI GRLILE WID
e Pros
rougl

TEITET LS 0:-’
csee 421860 LY .
1 Urlese }":dez c.“a.-QLDE LEENCY
repulasions or The serms and couditlon
of the awart provide OLRLErwWiSE, recipi-
£7; snall nave no obhliganion Lo Uhe
Governrmerns with respect Lo
ncormne earned irom llcenst
royvelties lor cepyriphved ma-
auents,  palent applications,
and inventicne producet
under an sward. Rowever, Palent and
Trademark Amendments (35 U.8.0 15

270NV L0 mventiont made andsr an ex-
perimental, developrmental, or ressarch

award

£215.25 TRevision of budget and pro-
gram plans.

{a; The pudgst plan is the financial
expression of the project or program at
approved during the awaTld process. It
may include either the Federzl and
non-Federal share, or only the Federal
chzre, depending upon Federal award-
1NE agency requirements. 1L shall be Te-
weted o performeance {or program eva?-
ualion purposes WLenever approprias

() Reciplents are requirsd vo report
devietions irom budged and program
plans, and regussit prior approvals {or
puadrel and Progrem plan revisions, in
acoyurdance with this section.

(o For nonconstructlon awarls, Ie-
cipients shall request prior approvéls
from Federa! ewarding agencies {or one
or more of the following program of
vadget reiated reasOLs.

{1; Change in the scope or the objec-
tive of Uhe project or program ieven 1f
there 1E 1o associated bDudget revielon
requiring prior wrltten approvalil.

(2, Change in & ey persen specified
i othe application or award document.

{3; The absence for rmore than three
MODTHRE, ©oF a 25 psrcent reduction in
wime devoted 1o the project, by the ap-
proved preject direcior or principal in-
vertigator.

i4; The mpeed for zdditiona: Fedsral
funding.
: The wransfer of amnounts bpadgelel

ndirect costs ¢ 2bsS0rh IRCreases 1T
soste, or vige versz, 1l approval
juiret oy the Federal awarting

ior in

LAl ,JAm:
anGE WILL LY Df T
iicaile

L OFER part 2200 0 Cost Prinsiy.es
inr EGUua'DlJVla,J IngnituTaone CQOME Gir-
Um L2200
11 2 CFER part 230
ior 1\.(.1' -Fro
cllar A-1220

(i1, 45 CFE part T4, Lppendix B,
iucipies for Determining Cosis A
plicab.e ¢ Hesearch ané Development
tnder Gmm,s and Contracts with Eos-
pitals, and

fiv) 48 CFE part 31, "'Conuract Cost
Principles and Procedurss.”’

7y The wansfer of iunds alletvted lor
traiping allowances (direct payment o
trainees)

LDLTOY

Lost
Orpanlzationg

Frnoivies
{OME Cir-

to cuher categories of sx-
Dense.
(B) Umless descriped 1n the applica-
vion eané fanded in the approved

awards, the subaward, sransier or con-
tracting ont of any worrx under arc
award This provision does 1ot apply Lo
the purchase of supplies, material,
squipment or general support services.

id: Wo ouhel Dprior appreval reguire-
ments for specifi¢ items may be im-
posed unless g deviation has been al-
provel by OME.

(e Except for reguirements listed it
paragraphs (¢)/i) and (¢)(4; of thir sec-
tion, Federal awarding ageniles art ak-
thorized, ab vnell oplion, o walve cosi-
reiabel ané adrninistrative prior writ-
ten approvals reguired by 2 CFRE paris
220 &nd 230 (OME Circulars A-2] ang A-
1223 Buck welvers may include author-
17iNE I'eClPlents o 4 any Onhe O Inure
0! the {oliowing

(1) Incur pre-award cosbe B0 calendar
daye prior w award or more than Y0
paiendar days wibh Lhie PTIOT wpPIrovas
of the Federz] awarding wzgency. All
pre-aWart cosiuE are incurred at toe re-
iment's rigk (i.e., the Federal awarg-
ing agency if under no obiigation Lo re-
imburse such coste if {or any reason
whe reciplent Aoes Tt I1eceive al AWATG
or if the award is less then antcipated
ent inadeglete Lo coVer SUChH COSDE).

{2; Initizse & ons-Ulme exwension of
the expiration dene of the award of up
e 12 months uriiest One O mMOre OF ihe
foiiswing sondiwions apply For one

! AT T ECHIAE

T




215.26

(o)

LiTTe eXLensions, vhe rzoipient musht no-
Lify the Faderal awarding agency In
writing with the supperting resasons
and revised expiration date at least 10
days hafore the sxpiration dsbe speci-
fied in the award. This one-time axfen-
sion may not be exercised merely for
sne purpese of using wnobligated bal-
“Ances.

{1} The terms and conditions of award
prohibit the extension.

i1y The extension requires additlonal
Faderzl Funds.

(1113 The extension involves any
change in the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subsequent funding periods.

{4) For awards that support ressarch,
uniess the federal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval reguirements described in this
paragraph () are automatically waived
ti.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e}2) ap-
plies.

(f3 The Federal awarding agency
may, at 1ts option, restrict the transfer
of funds among direct cest cafegories
or programs, funcfions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such &transfers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shail
parmit a transfer that would cause any
Faderal appropriation or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

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

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

1y The revision results from changes
in she scope or the objective of the
nroject or program.

(2} The need arigses for additional
Federal funds to complete the project.

[&]]

2 CFR Ch. [l (i-1-D6 tdition)

3y A rewvi

ion is desired which in-
volvaes snecific costs for which prior
written approval requiraments may be
imposed consistent with  applicatle
OME cost principles listed 1n §215.2

1i; No ether prior approval reqguirs-
ments [or specific !tems may hbe im-
posed unless a deviation has bsen ap-
proved by OMB.

{j) When a Iederal awarding agency
mates an award that provides suppors
for noth construction and nonconstiruc-
tion work, the Federal awarding agen-
cy meay require the reclpient to regnest
prior approval from the Federal award-
ing agency before making any fund or
budget transfers between the two types
of work supported.

(k) For both construction and non-
construction awards, Faderal awarding
agencies shall reguire recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal authorized funds is expected
to exceed the needs of the recipient for
the project period by more than $5000
ar five percent of the Federal award.
whichever is greater. This notification
shall not be required if an zpplication
for additional funding is submifted for
a continuation award.

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

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

[68 ¥R 26281 May 11, 2004, 2s amended at 70
FR 31880, Aug. 31, 2008}

£215.26 Non-Federa!l audits.

(a) Reciplents and subrecipients that
are institutions of higher eduacation or
other non-profit organizations (inclad-
ing hospitals) shall be subject Lo the
aundit requirements contained in the
Single Audit Act Amendments of 1096
31 U.3.C. 7501-7507T) and revised OME

ATT LCHMENT _Q/ ........
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OWME Chrcuiarns ang sulaance

fanizationg
o]

/. Boalt wnl 1GoAal EOVErnILEntt Bkl
pe sub)eet LO The &U01L FeUUITemenis
eonuained n wne  Single Audin AN
Lrmendmmenws of 19896 (31 U.S.C THli-
7507, and revised OWE Oirocular A-1305

" Audite of Statles, Lokl GOVErnmenie
ang Mon-Frefiv Organizetions.”
{c: For-grofit hospitals 1ot covered

[
/

nyv the aumit provisions of revised OWE

Cirenlar A-188 shall De subject Lo Lhe
ezudit reguirements of the Faderal

awarding agencies

(d; Commercial crganzatiore shall
be subject 1o the audit requiremients of
tne Feders]l awarding agency or Lie
prime recipient ae incorporated INLo
thne awarC doourneni.

£215.27 Allowable costs,

For each ¥incé of recipient, there 1€ 2
set of Federal principles for deuer-
mining allowable zosts. Allowahility of
costs sball be determmined in accord-
znce with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred ny 2lale,
ipcal or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of 2
CFER part 225, “Cost Primeciples for
Stave, Local, and Indian Tribal Govern-
ments {OME Circular 4877 The aliow-
ability of costs incurred by non-profit
orpanizations is deilermined in &LCCTG-
ance with the provisions of 2 CFR part
290, ' Cost Principtes for Non-FProfiv Or-
‘mations (OMBE Circular £-1220." The
ailowability of cosus incurrel by 1nsSLi-
svions of higher efducation is deter-
mined in accoréance with the provi-

gions of ¢ CFR part 220, “Cost Prin-
ciples  for Educational Institutions

(OWE Cireniar £-21) 7 The aliowability
of posts incurred by hospitzls is deler-
mined in accordance with the provi-
sione of Appendix E of 4¢ CFR part 74,
“Principles {or Determining Sosts Ap-
plicable to ReseaTch and Deveiopment
Under Grenve and Contracts with Hos-
pivais.” The aliowablitty of cests 1p-
curred Dy commercial OrgenizaiiOns
2nC those non-profit oTEanizations list-
«f i ATtacnment C o Circuler A-12F i

o

170 FE S1BBL. Aug 31, 2005

E218.28  Period of availability of funds.
Where a funding period is specified, 2
refiplenl mey ChLaTEe LC Lhe granl oniy
allowalie costs resulling from ooliga-
tiong incurrsc during tne ‘unding pe-
ripd &2nd any pre-award cosie aunihor-
1z 0y vhie Federzl awarding agency.

{215.24 Conditional exemptions.

(z) OWMEB aunthorizes conditional ex-
emption from OMP administrabive re-
gquirements and cost principles ircu-
iars for cervain Federsal programs with
statutorily-aavnorized consolidated
planming and consolidated atrministra-
tive funding. that are idertified by 2
Federa] agency ané aporoved DY the
head of the Executive Gepartment or
establishment. £ Federal agency shall
consnlt with OME during its consider-
ation of whether tc grant such an ex-
ernption.

by To promote efficiency in Sizie
and local program  administratiom.
when Tederal non-entitlernent pro-

grams wilth COmMmon PUrposes Nave spo-

cific  statutorilyv-anthorized  consoli-
dawed planning and consolidatsd ad-

ministrative funding and where most of
the State mrgency’s ISSOLICEE  CDIME
from non-Federal soarces, Federal
AEBLCIZE TN&Y EXeImMDL these covered
Srate-administered, non-sntitlement
grant pregrams {rom certain OME
grante management rsguiremente. The
exemptions would be irom:

1) The reguairements in 2 OFR part
225, 'Cost Principles for Suate, Local,

o

snd Indiap Tribal Governments (OME
Cirgular  £-871)"  other than  ths

allocability of costs provisions that are
contained in subsection C.2 of Append:
L to thatl part,

{2y The reguiremenis in 2 CFE part
226, “Cost Principies for Educationa:
Institutipne (OMEB Circular A-2137
other thar the allosability ol cOStE pro-
VviBlomE That are contalned 1L DAragraph
s saction C of the Appendiz toe thal

o

requirermenie in £
“Cost Prncipies lor Kon-
nirztions (OME  Cwrerlar

The c
k=)

IO




§215.30

than Lhe abincapiliny of coses pro-
§ Shat are in pavagrawh A4 n
Se0T0Y A of ApDp s o4& w0 that pars

1 The administrative reguirements
neavisions of part 215 (OME Jirouiar A-
110, “Uniform Administrative Reguire-
ments for Grants and Agreements with
Institutions of Higher Kducation, Hos-
pitals, and Other Non-Profit Organiza-
tions,"'); and

(8) The agencles’ grants managemesant
common fiale (see §215.5).

(¢} When a Federal agency provides
this flexibility, as a prereguisite %o 2
Jtate's 2xercising this option, a2 State
must adopt its own written fiscal and
administrasive requirements for ex-
pending and accounting for all funds,
which are comnsistent with the provi-
sions of ¢ CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Cireular A-
87" and extend such policies to all sub-
recipients. These fiscal and adminigtra-
tive requirements must be sufficiently
specific 6 ensure that: funds are used
in compliance with all applicable Fed-
eral statutory and regulatory provi-
sions, cogts are reasonable and nec-
agsary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or ifs sub-
recipients.

[68 F'R 26281, May 11, 2004, as amended at 70
PR L1881, Aug. 31, 2005}

PROPERTY STANDARDS

§215.30 Purpose of property stand-
ards.

Sections 215.31 through 215.37 -seb

forth uniform standards governing

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

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

215,81

Rasipients shall, 2t & minimuam.
vide (e sguivalent insurance soverage
for real property and sguipment ac-
guired with Federal funds as provided
Lo property owned by she recipiant
frederally-owned property need not be
insured unless required by the terms
and conditions of the award.

Insurance coverape,

nro-

§215.32 Real property.

Each Federal awarding agency shall
prescribe requirements for recipients
concerning the use and disposition of
real property acguired in whole or in
nart under awards. Unless otherwise
provided by statute, such reguire-
ments, at a minimum, shall consain
the inllowing.

{a) Title to real property shall vest in
the recipient subject Lo the condition
that the recipient shall use the real
property for the authorized purpose of
she project as long as it is needed ang
ghal)l not encumber the property with-
out approval of the Federal awarding
2gency.

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

(c) When the real property is no
longer needed as provided in para-
graphs (a) and (b) of this section, the
racipient shall request disposition In-
structions from the Federal awarding
agency or 1ts sugcessor Federal award-
ing agency. The Federzl awearding
agency shall obaserve one or more of the
following disposition instructions.

(1) The recipient may be permitted o
retain title without further obligation
to the Pederal Government after it
compensaties the FFedaral Government
for that percentage of the current {air
market value of the property atirib-
utahle to the Federal participation in
the project.

ATTACHMENT (:/
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wil

viGed by ihe Pedersl awWarCing agelcy

216 pay e Federal Government iur
unat percentage of the current laar

market value of ohe properiy allrlo-
nuable Lo tne Federsz! PArtleipetlion 1n
ne oroject alier deducting aclual and
ersonable selling and flx-up SxpEnses.
1 oany, from the sales procesds;, Wnen
thie recipwnt is authorized or reguirec
we sell the property, proper salies Droce-
dures skali be establisned thal provide
for compevition to the extent Drac-
ticekie and result in the highest Dos-
Slple return.

(33 The recipient may be direcied o
trensier tiule 1o e Droperiy L The
Federa) Government or to an eligible
thwé party provided fkat, im such
cases, the recipient gnall be entitied wo
compensation for its aviributaole per-
centage of the ourrent feir mariet
vaine of the property

o

£215.38 Federally-owned and exempt
property.

n) Federcliv-owned property. (1) Title
w0 Iederally-owned property remsains
vesued 1n the Federal Government. Fe-
cipients snall submit annually zn in-
venvory listing of federally-owned
property in their custody o the Fed-
eral awarding afency. Upon completion
of the awart or when the property is no
ionger needed, the recipient snail re-
port the property Lo the Federsl awaro-
ing agency for inrther Federal agency
utilizatiox.

(2) 1f the Federal swarding agency

& DC fuTbhar nest {01 Lhe property
shall be deciared excest and reported 1o
he Geperal Bervices Admimsiration.
uniess the Federal awarding agency
statutory avthority to dispose of
property by alternzative methods

the authority provided by the

efleral Technology Transier Act (18
V.E.Co 370 (I}) wo domate research
sQuiprnent Lo educationga) ant non-prof-
1t organizavions in accordance with
E.O. 12821, “Lnyroving Maethemabics
z2nd Sclence Tducathion in Support of
tne Nationa! Education Goels” (57 FR
54286, 2 CFER, 1992 Comp.. p. 3223 AT~
propriebe Instructicne ghall pe issued
W the Tecipient by the Federal awari-
ing agency

4w

[}

Ll

§214L.34

Whel SLaLuilory
ne Fuotera. ewarding
The GLSICL wh vest itle Lo
property acguired witl Federal joods
in The recipient withiout further opliga-

0T Lo the Federal Government and
pnder conditions the Federa awerding
LEEDCY  CONSIGers ADPropridle.  Bulh

Property 1g exemDLU properiy M Should
L Federal swardlilg afency nol sstalb-
l1sn conditions, tivie Lo exempt prop-
eTty Upon acguaisition snpall vest in the
recipient without further opligailon o
the Federal Governmentl.

§218.34 Eguipment.

fa) Titiz Lo squipment acquired by a
recipient witn Pederal funds shall vest
m the recipient, subjsct o conditions
o7 this sectlion.

(b The recipient shsll not use equip-
ment zcoulred with Federal funds o
provids servises Lo non-Federa®l ountside
organizatione for z fee that it less then
Drivelbe ¢oInpanies chRarge 10T equiva-
lent services, unless specifically au-
thorized by Federal statute, for ac long
e the Federa. Goverirment retaing an
interest in thie equipment.

(o) The Teclpient shall use the equip-
ment i ihe preject or program for
whick it was acguired af lOng as heed-
ed, whether or not the project or pro-
gram contilnues to be supporield by Fed-
eral funds znd shall not encumber ihe
Property without approval of shie Fec-
era. awarding agency. Whep no longer
needed for the original project Or pro-
gram, the recipient shall use the eguip-
ment in connection with its oiber fed-
eraliv-sponscreé aciivities, v the fol-
iewing oraer of priorivy:

{1; Activivies sponsored by the Fed-
era. awarding agency which funded the
origingl project, then

(2) Activities sponsoref Ty other Fec-
gral awarding agencies

dr During the time thal egulipment
ie uped oL the project or program lor
wnich 1t was acguired, the recipient
shall melke it avalilable Ior use on other
projects or programs 1if such other use
will not intverfere with the work on the
project or program for whiclh the ecusy-
mMEeNL WaE orginally acquired. First
preference for such otner use shiall be
givern L0 ovher projecte o7 programes
wsored by ohe Federal ewarfing

SpPOT
afk thatl fnanced nf equipment:

noy

i3

Paa
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md anall be given o
BRSSO DTOgrams  sponsored Dy
niher Faderal awartding agencies I7 Lhe
anuipmeant is owned by She RFaderal
Tovernment, use on ovher actlvidles
not sponsorad by the Federal Govern-
ment shall be permissible I authorizad
by the Federal awarding agency. User
charges shall be treated as program in-
Come.

{e} ‘When acquiring replacement
eanipment, the recipient may use the
sguipment to be replaced as frade-in or
se]] the squipment and use the bHro-
ceeds to offset the costs of the replace-
ment eguipment subject 6o the ap-
proval of the Federal awarding agency.

(fiy The recipient’'s property manage-
ment standards for equipment acguired
with Federal funds and federally-owned
equipment shall include all of the {cl-
lowing:

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

1y A description of the equipment.,

i) Mannfacturer's serial number,
model number, Federal stock number,
national stock number, or other identi-
fication namber.

{111) Source of the eguipment, includ-
ing the zward number.

{iv} Whether title vests in the recipl-
ent or the Faderal! Government.

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

fvi) Informaticon from which one can
calculate the percentage of Faederal
parsicipation in the cost of the sguip-
mernt (not applicable to equipment fur-
nished by the Federal Government}).

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

(viii) Unit acquisition cost.

iix) Ultimate disposition data, in-
cluding date of disposal and sales price
nr the method used to determine cur-
rant fair market value where a recipi-
snt, compensaces the Federal awarding
agency for its share.

12) Bauipment ownad hy the Federal
Government shall be identified to indi-
cate Faderal ownership.

{3} A physical inventory of equipment
shzll be taken and the results ret-
onciled with the eguipment records at
ieast once every two years. Any gif-

sreferonioe

ers

2 CFR Ch Il {(1—-1-3é tdition)

hetween onuancitizs  detar-
mined nhy the phvsical inspection and
shose shown in the accounting records
shall be investigated Lo determine the
rauses of the difference. The recipient
shall, in connection with the inven-
tory, verify Lhe existence, current aii-
Hzation, and cnniinued need for the
equipment.

t47 A control system shall be in eifect
to insure adequate safeguards to pre-
vent loss, damage, or theft of the
aquipment. Any loss, damage, or theft
of equipment shall be Investigated and
feily documented; i the eguipment was
owned by the Federal Government, the
recipient shall prompily notify the
Federal awarding agency.

(5 Adequate maintenance procedures
shall be implemenied to keep Ihe
enuipment in good condition.

{6) Where the recipient is authorized
or required to sell the equipment, prop-
er sales procedures shall be established
which provide for competifion to the

ferancos

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

needs the egulpment, the eguipment
mzy be used for other activities in ac-
cordance with the following standards.
For eguipment with a current per unit
fair market value of 35000 or more, the
recipient may retain the eguipment for
other uses provided that cornpensation
is made to the original Federal award-
ing agency or ifs successor. The
amount of compensation shall be comn-
puted by applying the percentage of
Faderal participation in the cost of the
original project or program fto the cur-
rent fair market value of vhe equip-
ment, If the recipient has no need for
the equiprnent, the recipient shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whether $he eguipment can be used io
meet the agency's requirements. If no
reguirement exists within that agency,
the avallability of the equipient shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency o determine whether z require-
ment for the equipment exists in other
Federzl agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar

o

2
ATTACHMENT ..




DWE Ciredlars and Guidance

veoafuer s e s
sll govern

17 st instrucueld or 7 QiEDOSITIOn
1SLTLCTIGLE &TE IO isSusd witharn 120
salenGar aayve after the recipient € re-
gussi, The recipient shell sell The
pyulpment and relmiburse Ul

TELIDIBLT

D

£ F
e Tolinwing Drisefiures 5h
.q

he Federal
LWAETOINE AFENCY &AL ATmounl curnplted
oV oaDPI¥Ing to ine salss proceeds Uhe
perceniage of Federa! particiPatiol 1n
e cost ©f vhe original pruject or pro-
rram Lowever, the recipient shall be
permitlet te Geducl &nd retain {rom
the Federal share §500 or ten percent of
tbe procesds, woichever is lese, for the
recipient’e selling and handling es-
PEDEES.

f2: T the recipisnt is wmstrucied Lo
ship the equipment elsewhere, the re-
cipient shzll be reimburset DY the Fed-
era) Government by an amount which
is computed by applying the percent-
age of the recipient’s participation in
whe cost of the original project or pro-
gramn be the current Iair market value
of the egmipment, plus any reasonable
sMDPRILE or interimn storage cosSts in-
curred.

{3y If the recipient iz instrucied oo
ctherwise dispose of the eguipment, the
recipient shall pe reilmburssd by the
Federal awarding agency {or such costs
meurred i 1ts disposition.

{4) The Federa! awarding agency Tnay
reserve the right to transier the Title

the Federal Governmen! or to &
third party named oy the Pederal Gov-
erninenl when such tldird party is othi-
erwise eligible under eyisting statunes.
Such transfer snall be subject to the
{ofiowing stanéards.

fiy The eguipment shzll Dhe appro-
wmaetely identlied in the awart or ooh-
erwise Imade ¥mown L6 the recipient in
writing.

{ii; The Federa! e&warding agency
engll aesue  disposition  ipstructions
witnin 126 calendar deys zfier rzceipt
of 2 fima: inventory, Tre final inven-
wory snali list all eguipment acquired
with grant funds zn€ {sderzliy-owned

P
Lo

[

and other

35 Supphes
able property.

expend-
'e) Tiile o supplies and otner -
perdable property shal! vest i the re-
cipient upon wogulsition. If there i

residual invenuory of unused supplies
exceeding  §H000 1 Lolal AagErsgale
value UWpon Lermin&tiorn or completion
of the project or progralm ant the surp-

o

=

plies are not neetded for any other fed-
zrelly-sponsored project or programn,

the recipient =hall retzin the suppliss
{for use on non-Federa! sponsored ag-
tivities or seli them, butl shzll, in ei-
ther case, compensate the Pederal Gov-
ernment for 1te share The zmount of
zompensation shall De computed 1t the
same manner s {or eguipment.

(oy The recipient shall not use sup-
plies acguired with Federal fends o
provide services Lo non-Federal outside
organizatione {or & fee that if less than
private companies charge 107 BQUIVA-
lemt servives, wuniess specifically au-
thorized by Federal stevote ae long as
tne Federal Governmernt reteine an in-
terest in the supplies

§215.836 Intangible property.

=) The recipient may COpyrighl any
rk thatl 18 supject LC copyTight anc
deveioped, or for wnish ownerswp
purchased. under an award. The
Feaderal awarding agencyi(ies, ressrve &
royalty-free, nonexclusive and irrev-
ocable right wo reprocduce, publish, or
othervige use the work for Federal pur-
poses, and W antnorize others Lo do ¢

(b Peciplente are sunjsct to &applich-
Die regmiafions goverming patents and
inventions, including rovernmernt-wice
regulafions issued by the Departmernt
uf Commerce at 37 CFR part 40i,
“Rignts to Inventions Made vy hvoun-
profit Organizations and Small Dusi-
nest Pirms Under Government Grante,

¢
WO
Wak
WaE

equipment. 1 the Federal awarding 2 . )
agency fails to isste disposition in- oonbracty  and Cooperative  Agree-
structions within the 12( calenfar day  [LENTE
period. the recipient spall eppiy the (c) The Federa! Sovernment nas the
ewandards of this section. @& appro-  JiEOU Lo
riaie (1, Optain. reproduce, pulsiish or oik-

(131) Wner toe Federa) awarding erwise use the Og.e first produced
AZEen0) BXETOISEE IUE NIghl Lo LakEe Wilie uncer an AaWarc.

R
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»ine others Lo receives, renro-
sp0h

ta.t
i (b In addision, in response Lo a

Fraadom of Information Acu (FOIAY re-
quest for ressarch data relating to pub-
lished research findings produced ander
an award that was ased by the Federal
Government h developing 4n agency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the racipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
avalilable to the public through the pro-
cedures established under the FOIA. If
the Irederal awarding agency obtalns
the research data solely in response to
a FOIA reguest, the agency may charge
the requester & reasonable fee egualing
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency rnay assess under the FOIA
(6 U &.C. 352(a)4XAY).

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

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

fA) Trade secrets, commercial infor-
mation, materials necessary to be held
ponfidential by a researcher until they
zre puablished, or similar information
which is protected under law, and

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

ii) Paoblished is defined as either
WNETL

{4) Research findings are published
in & peer-reviewad scientific or tech-
nical journal; or

FR Ch. Il (1-1-06 Edilion)

‘B A Faderal agency publicly and of-
T citeg 4 findings
sunport of an agency acihion thab has
the force and effect of law.

riiiy Used by the Fadseral Governmeni
in developing an agency action that
has the force and effect of law s de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency action that has
the force and effect of iaw.

(e} Tifle to intangible property and
debt instruments acguired undser an
award or subaward vests upon acguisi-
tion in the recipient. The recipient
shall use that property for the origi-
nally-authorized purpose, and the re-
cipient shall not encumber the prop-
erty without approval of the Federal
avwarding agency. When no longer need-
2d for the originally authorized pur-
pose, disposition of the intangible prop-
erty shall occur in accordance with the
provisions of §2156.34(g).

S8Ry Ti

[69 #R 26281, May 1i, 2004, as amended ay 70
PR 51881, Aug. 31, 2005]

§215.37 Property trust relationship.

Real preperty, equipment, intangible
property and debt instruments that are
acquired or improved with Faderal
funds shall be held in trust by the re-
cipient as trustee for thea heneficiaries
of the project or program under which
the property was acquired or improved.
Agencies may reguire recipients o
record liens or other appropriate no-
tices of record to indicate that per-
sonal or real property has been ac-
guired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of

standards.

Seotions 21541 through 21548 sat
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, eguipment, real property
and other services with Federal funds.
These standards are furnishsd to 2an-
sure thaf such materials and services
are obtained in an effective manner
and in compliance with the provisions

procurement
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OME Chouiars and Guidance
of wppiioasie Felera! slaluler and ex-
enULIVE GFOEFE WO a0ditiona. proscle-
rLent SLALORTAS U TSOLlYelnslibe
e imposel by the Federal
AEETICIET ULOL IeCIDIENls, uliless spe-
ciTicelly reguired py Feder SLetULe OT
ENECLTIVE DIGEY O approves Ly OME.

shali
awarding

o

£ 215,41 Hecipient responsibilities.
The standarde contained 1r tnis sec-

tiorn dg nol relieve The recipient of the
sontractual  responsibilities arising
under ite contrach(s). The reciplent 18
the responslble autnority, without Te-
course ©o the Federal awarding agency,
regarding the sebtlementi and satisiac-
tior of all contractual and administra-
tive issues ariging out of procurements
enitered inue 1n support of an awart or
opther agreement. This includses dis-
pubes, zlalme, proleste of award, source
evaluation or other matters of a con-
tractial nature. Matlers conceruning
vioiation of statute are to be referred
1o such Federal, State or local author-
ity af mAY heve proper jurisdiction.

21542 Codes of conduct.

T*]e recipient shall maintain written
stendards of concuct govermmg Lne
e formamue of itse employees engaged
i the awerd and admimstration of
COLtratis. No empioyee, officer, or
zrent shall participate ln the selection,
award. or administration of 2 contract
supported Dy Federa: funds 1 2 rsal or
apparent conflict of interesi would be
involved, Such 2 conflict would arise
whnen vhe empioyee oIficer, or agent,
any member of nig or her immelate
{amily, hig or her pariner, OT &L DIga-
TIZARNION WINICH €IMplo¥e of LE abonl Lo
employ any of the partiss indicated
nerein, nas & financizi or other inLwerest
i ohe fArm selecued for an award. The
uvificers. ermnployees, ané sgenis of ibe
recipient s‘nall neitner solicit nor ac-
cept graiuitiss, fAVOTE. Oor anyihing of
MOnELary value from contrectors, or
Dariies LC subagreements. IOowever, re-
12018 may set s‘uancmrds {or situa-
vione in wnich the financial 1nierest is
nLOU subsvantial or tne gift 1e an unso-
! ivern of mominal vaiue. The
stancards of conduct shall provide for
distiplinary actions oo De applied ior
viciations of such sitenfards oy oifi-
QETS. 8MPLOYEES OF &gents of The ré-

cibleny

(a1}

L3844
1415.48 ('—ompeuu(m.
£ VIGUUIETRENT WWANS&GLIOLE el

1

e zonductel L & IMART
Ll ThE TLEXITNLIN €Xlent TRCTILE
anf Iree compelition Tone recip.em
chinll DE aleri, W OIFaMZatlonal til-
ficte of innerest ag well ar nonoeomopat -
tive pracllCes AMONE CONLraciols thi
mey resumel or eliminale compegition

oL I)‘"D\WC&?’:
TAlT Gl

or olherwise resuraln wrade In order o

ensure obDjecllve Contractor periorin-
ance ant elirminate unialr competilive
advaniage, contractors that develon o7
draft  specificasions, reguiremencs.
stetemsnts of work, invigations Iior
bids and/or reguesis for proposa,l; shels
pe excloded from competing for sach
Procarements Awards shall be rnade Lo
the bidder or offeror whose Did or off
ig responsive 1¢ the solcitation and i
most advaniageons to the Tecipient,
price, quality and other lactors consid-
ered. Soliciiavions shall clearly sei
forth all reguirements that the bidder
or offeror ghall fulfili in order for the
pid or offer ic be evalnated by the re-
cipient. Any and zli pids or offers may
Ye rejected when it is in the recipient’s
inverest tc 4o sc.

X1

$215.44 Procurement procedures.
{a) £1] recipients shall establish writ-

ten Tprocdarement proceduares.  Thsse
procednree shali provide for, at & min-
imum, that paragrephs «'-)'1] 12y oeng
(3, of tois section apply.

(17 Recipients
necessary 1Lems.

{2y Wnere approprizle, &h ansziysis 1s
made of lease and purchase alier-
natives to Gelermire which wouwid bs
the most econemical and practical pro
curement {or the Federa: Government

(3y Solicitaticns {or goods and serv-
ices provide for &1l of the {ollowing

{1y & ciear and accarate descripiior
of 1he tecomical reguirements for the
meterial, prodngt or BEIVICE LO DE DIG-
curef. In compelitive ProCurernents.
such =z descriprion shall not coniein
features which uwnduly restrict com-
Detltion

{i1) Regulrements which Uhe Widder/
offeror must fnifill and all other iac-

avoid purchasing on-

b5}

LOrs L0 we wseld In evaiuating bids or

Proposals.
(1ii; A descripuiorn, ieVer pPro-
H i CEINEXE 1L

wher
ticable, of ltechrucal reguis
werme of funcu P

erformec cr

(€l
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§215.45

the
or

oluaing
Y nie cnarachterist
minimum accentable standards.

Jivy The specific features of “‘nrand
name or sgual’ descriptions that bid-
ders are required to meet when such
itemns are included n the solicitation.

‘v The acceptance, to the extent
practicable and ecopomically feasible,
of products and services dimensioned in
the metric system of measurement.

{vi) Preference, tc the extent prac-
ticable and economically feasible, for
products and services hat gconserve
natural resources and protect the envi-
ronment and are energy efficient.

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

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

{2y Make information on forthcoming
opportunisies available and arrange
time frames for purchases and con-
tracts Lo encourage and facilitate par-
ticipasion by small businesses, minor-
ity-owned firms, and women's business
enterprises.

(3) Consider in the contract process
whether [irms competing for larger
contracts intend t0 subcontract with

porfor

range ne

small husinesses, minerity-owned
firmg, and women's business enter-
prises.

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

5) Use the ssrvices and assistance, as
appropriate, of sach organizations as
the Small Business Administration and
the Depariment of Commerce's Minor-
ity Business Dsvelopment Agency in
the solicitation and utilization of
small businesses, minority-owned firms
and women's businass anterprises.

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

B0

2 CFR Ch. It (1-1-04 edition)

propriate for the parsioular procuares-
meni and for promaiing the best inter-
sst of the program or projact involvead.
Thsa Ysost-plas-a-percentage-of-cost’”
or “percentage of congtruction cost"
methods of contracting shall not hs
used.

idy Contracts shall be made only with
responsible  contractors who poOsSsess
the potential ability ve perform suc-
cessfully under the terms and condi-
tiong of the proposed procurement.
Cionsideration shall he gilven bto such
matiers as contracior integrity, record
of past performance, {inancial and
technical resources or accessibility to
other necessary resources. [n certain
circumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of E.O.5 12549 ancd 12689,
“Debarment and Suspension.”

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

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

{2) The procurement is expected to
exceed the smasall purchase threshold
fixed at 41 U.8.C. 403 (11) (currensly
§25,0000 and is to be awarded without
competition or only one bid or offer is
received in response t0 a splicltation.

(3) The procurement, which Is ex-
pected to exceed the small purchase
threshold, specifies a “brand name"
product.

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

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

§215.45 Cost and price analysis.

Some form of cest or price analysis
shiall be made and documented in the
procurement files in connection. with

..... G
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i vaeribus

WRNE, cOmpallson ol

Pricé  UuGLALIONE  SULMITLed, Tnariel
prices sné sumiiar indiciz, Vogether
witlh, discounte Cost analygie 18 Lne re-

vigw ANE evaluaticn of enth element of
GOSt W0 GELErMInE  TeaSONALLeness

allocaniiiny &nd allowainlity

{21546 Procurement records,

Procurement Tecords and files {or
purchases in excess of the smal! pur-
chase threshold shall include the Iol-
lowihg &1 & minimurm:

(& Basie for contracior selsction;

(& dJustification for lack of competi-
tion wher compsetitive Dids or offers
ave nol obained, and

{c, Basie for award cest or price.
£215.417

£ svstemn {or contract administration
shall be meintained L0 ensure GUL-
tracsor conformeance with the terms,

Contract administration.

condations and specifications of the
contract and to ensure adeguate and
timely follow up of all purchases. Re-

cipients shall evaluate coniraglor per-
formance and doocument, &% alpro-
priate, whether contraclore nave mel
the verms, conditions aLd specifica-
vions O sht sontract.

£215.48 Coniracl provisions.

Trie recipient shali include, in addi-
ion W0 provisions 1o define a souné anc
ormplete agreement. the following pro-
visiomne it all contracts. The {oliowing
provisions shall alse be applied Lo sub-
CONUIALLE

va) Conirache 1L excess of the smell
purchase tnreghoid shall contain com-
tracilal provisions or cOngivions that
allow for a@minisirasive, conuwaciual,
or legal! remedies 1y instances 1m which
2 CONUTaCtor viglales OT DreaChes the
Cuntrast terme, end provide for such
remedizl  &CTi0ng A5 mey De &ppro-
priate

I AL coniracts in excess of ihe
smali purcnase threshoid snell contain
suwitable provisions for termination by
tne recipient, inciuding the manner oy
which terminztion snall be eflecied
znd the basit for settlement. In add:-
1:0L. such contracte shell descrine con-
drticne wnGer wrich the contract mey
be terminaled gefaull as well ag

o~
U
)
C
Ay

T
Hey

£1

£21L.4¢8

Shie

Wnere LSOTUTARCL Izl LE

SRR 5
LErTEIYiaLe0  DECRLES O CLroumiElansey
LevonlC the CONLrol OF Whe contracLo

froaDl &8 ULLEITWIsE Iegulr

5LaLLve, 2L AWATC Lnal requirss The
cOnLracUing (07 subcontracting Ior

construction or faciiity improvemence
nall provide for the recipient o follow
118 oWn TeyLRITEImENLE I‘elamng A YR
FLANAT g periorrnaboe  bonds,  and
payment ponls unlest Tne CONSLTUCLion
COL:Lract Qar SURCOnLTALL eRCeeds
$100,000. 0Sf CONTTacLE Or sub-
contracte excesding 3100,000, the Fed-
erel awarting agenty may aclepl tne
ponding policy anf reqguirements of the
recipient, providef the Federal zward:
ing agency has made 2 determinailon
that the Federal Governrment’s interest
ie adegualely protecued, If such & 4e-
Lermination has not been mads, the
mirimum regquirements snall be as fol-
1O0WE

37 A bpud guaraniee from each bidder
equlvaient Lo five percent of the hig
price. The "'bi¢ guarantee’ shall con-
sist of & firmn commitment such as &
id bomg, cersified cneck, or other ne-
potieble INSIrumenl accompallying z
Pid me assurance that the hidder shall
upon  acceptance 0f his bid, execnie
SUCh CcODiractual AuCUMenLs af may De
reguired withir tne time specifisd.

(2 A periormmance bond orn the part of
the contracior for 100 percent of the
conract price. A “performance bond”
ig pne exscuted in conmection with &
contratt to secure fulfillment of all the
contractor’s obligations tutnder suel
Contract.

{3; A payment pon on the part of tne
contractor dor MO0 parcemt of the con-
tract price. A payoent pend” 1E one
executed in connection witk 4 contract
$0 zssure peyment as required by stat-
uve of all persons supplying labor and
meserial 1t the execution of the work
provided {or in the ¢ontract.

{4; Where bonds are required in ohe
situatione Gescribed herein, the bonds
shall be obizined from companies hold-
ing certificases of authority af accept-
aDle sureties pursaant to 31 CFR part
225, Burety Companies Doing Business
with the Unived Stebes "

{dr £1) megolialed coniracis (exoespl
those ior lese than ohe small purchase
threshold’ awardet DY reciplente shali
include & provision W the eifec

53
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reeiptent, vhe Federal awording
noy, the Compurolier General of the
ted States, or any of their duly au-
thorized representatives, shall have ac-
sess Lo any hooks, documents, papers
and records of tha contractor which are
directly pertinent te a specific pro-
sram for the purpose of malking andiis,

ayaminations, excerpts and  tran-
seriptions.
te) All contracts, including smeall

purchases, awarded by recipients and
thelr contractors shall contain the pro-
curement provisions of appendix A bo
this part, as applicahle.

REPORTS AND HECORDS

§$215.50 Purpose of reports and
records.

Sectlons 215.51 through 215.53 set

iorgh  the procedurss for monitoring

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

§215.51 Monitoring and reporting pro-
gram performance.

(a) Recipients are responsible for
managing and monitoring sach project,
program, subaward, fanctien or activ-
ity supported by the award. Recipients
shall monitor subawards to ensure sub-
recipients have met the andit require-
ments as delineated in §215.26.

(b) The Federal awarding agency
shall prescribe the {requency with
which the periormance reports shatl be
suhmitted. KEixcept as provided in
§215.51(f), performance reports shall
not be required more frequently than
guarterly or, less frequently than an-
nuzlly. Annual reports shall be due 80
calendar days after the grant year;
guarterly or semi-annuzal reports shall
be due 30 days after the reporting pe-
riod, The Federal awarding agency may
regiire annual reports before the anni-
varsary dates of rmultiple year awards
in iteu of these requiraments. The final
parformance reports are due 90 cal-
endar days aféer the expiration or ter-
mination of the award.

(c) If inappropriate, a final fechnical
or performance report shall not be re-
quired after comgpletion of the project.

62

2 CFR Ch. IV (1-1-04 edliion;

Wirien ru.

i} reguirad, periorinancse
ports shall generally contain, for each
award, brief information on it of the
following.

1) A comparison of acidal accorm-
plishments with the goals and objec-
tives established for the period, the
findings of the invesiigator, or poth.
Whenever appropriate and the outpui
of programs or projects can be readily
guantified. such guantitative dasta
should be related to cost date for com-
putation of unit costs.

{2) Reasons why established pgoals
were not met, if appropriate.

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

{e) Recipients shall not be requirad to
submit more than the original and swo
copies of performance reports.

(f} Recipients shall! immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meset the objectives of the
awsrd. This notification shall inciude 2
statemant of the action taken or con-
templated, and any assistance needed
to resclve the situation.

(g} Federal awarding agenciss may
make site visits, ag nesded.

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

24.0

§215.52 Financial reporting.

{a) The following forms or such other
forms as rmay be approved by OME are
authorizged for obtaining f{inancial in-
formation from recipients.

(1) 3¥-269 or SF-269A, Financial Sta-
tus Report.

(1) Each Federal awarding agency
shall require recipients to use the SP-
268 or SP-250A to report the status of
funds for all nonconstruction projects
or programs. A Faderal awarding agen-
cy may, however, have the option of
not requiring the IF-269 or SF-269A
when the SF-270, Request for Advance
or Reimbursement, or SF-272, Reaport
of Federal Cash Transactions, is deter-
mined to provide adeguate information

ATTACHMENT . s
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[FARI
shal De reguirel at
Tne project when Uhe
{uy ndvanoes
Fedarsal awf'v"d‘ng Lrency
chzll prescrive whether she report snadl
e oo & or accrual pasis I the
Feaera! zwarding agency regulres al-
crual nformation end the recipisnt’s
WCOOULIINE 1ecords ATe N0 normally
Eept on The accrua! basie, the reciglent
shzlil noT be reguired L0 GOAVErL 118 AC-
sounting svstern, but shall develop
atUrua! informetion through Dest
estimates based orn an anslysie of the
docamentatiorn or nend

{31y The Federal awarding agency
znall degermine the freguency of ine
Financial Status Report lor each
project or program, considering the
siwze and complexity of the particular
project or program. However, the re-
port shall not Le reguired more Ire-
guently than guarterly or lese ire-
guentiy than annualy, A {inal report
shall be required at the completion of
the agresment.

{1ivi The Federal awarding agency
shall r=qguire recipienlts Lo subnmiit the
SF-265 or BF-2654 (an original and no
more than TwWe copies) ne later than 30
dave after the end of ezclh specified re-
porting period {for guarterly and semii-
annune! reporse, and 90 caisndar days
{for annual and final reporis. Exten-
sione of reporting due dates may De AL
provet by whe Feders] awarding agency
upon reguest of the recipient.

o
Lhel &

Tl
. Toe

usvc c:nl}

sash

sanh

[23 SF-_272, Repori of Pederal Cash
ANBactions
(; Wher iunds are advanced Lo re-

cipients the Federal awardllg aEehoy

shall reguire each recipient {c submit
the SF-27¢ and, when necessary, jue
continuation sheet, 5F-272a. The Fed-
gral awarding agency shall use this re-
port Lo monitor cash alveanced Lo TE-
cipients and Lo obbain disbursement in-
{ormeation {or each agreement with the
reciplenis.

{11} Federal awarding agencies
requite forecaste of Federal! cash
guirements 1L the “HRemarks' section
2f the report.

(il Whern practical ané Geemed
es55aTY, Federal awalrging agencie
:‘eg:;ire r'e“‘p1erjns Ly report in

uer'.cu 22" pection the am
receivet

ey
Te-

nec-
£ ILEY
Lhe
sunt of cash
in excess of Lhree

fﬂ*

1 EHOESE DRLAlCRE,
v RECIDIen 1S SLil. e reaLllired Lo
SUDmIL NoL mMeTe tnal the original and
vwo copizs of the SF-UTE L5 cajencCas

Geys {following vhe end of ench guarwer
The Federg! awalding €encles may re-
quire & monvhly report Iror thoss e
CiDiente TeCeivIng afivange:
miliion Or MUTE DET YeLl.

1v; Federal awarding agenciec may
walve the regulrement 197 subrmissich
of the BF-27Z {or any one of the {ol-
10WILE Te&AS0NE:

(L) Woen ronthly advancss
exceed $27,000 per recipient, provided
that suchk =advances are rmonitored
through other forme coptainetd in this
section,

(B, 11, in the Federal awarding agen-
ov’s opinion, The recipient’'s accounting
controls are adeguale Lo minimize ex-
cesgive Federal advanses, or,

1C; When The electronic payment
meenenisme provide adeguace deta.

(o) When the Federal awarding agen-
oy needs additionzl informarion or
more freguent reporis, the ioliowing
shal. be observed.

(iy When =zdditicnal mio*ma"im
needelf Lo comply with legislative re-
guiremenis, Federal awarllng agencies
shall issue instructions Lo reguire ra-
Cipiente o submit such miormalion
unger the “Tiemaerks’ seoction of thoe re-
poris.

(2; When
determines

Lolaling i

dc ot

iE

2 Federal awarding zgency
thatl a recipient’s accouni-
ing sysiem Goes not meet the StanGards
mo§9i5.21, edditional pertinent infor-
maticY bo further monitor awards mey
be ophained upor written notice 1o the
recmienu until such tlme as the system

¢ brought up t¢ standard. The Federa.
a.walding agency, in obtalning tnis in-

{ormation, shall comply with repor:
Ciearance reguirements ol & CFR part
1320.

(2; Federal awarding agencles are ern-

couraged to shade out any line item on
any report if not DECESSATY.

(4, Federa! swarding agengies may
acuent the identical information iro
The recipients 1t machine readabis 10T-
el OF compuier pripuouts or elec-
Lronie Oaspuis in et of prescrivel 1or-

Mais

?
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§215.53

3 Reodarad oz
urnyide oo uner 01 alantlronic ousputs
Lo oreripisnne when such awbedites or
sonwribukes no She acouracy of repori-
ing

5215.5% Retention and access require-
ments for recovds.

() This section sets forth reguire-
ments for record retention and access
to records Jjor awards o recipients.
Faderal awarding agencies shall not
impose any other record retention or
aceess requirements apon recipients.

() Finangial records, supporiing doc-
uments, statistical records, and all
other records persinent 0 an award
shall be retained for a pericd of three
years from the date of submission of
the final expenditure report or, for
awards Shat are renewed guarterly or
annually, frorn the date of the submis-
sion of the guarterly or annual finan-
cial report, as authorized by the Fed-
aral awarding agency. The only excep-
tions are the following.

1y I any Utigation, claim, or andit is
started before the ewpiration of the 3-
vear period, the records shall be re-
tained uantil all litigation, claims or
audit findings involving the records
have been resolved and {inal action
teken.

(2} Records for real property and
squipment acguired with Federal funds
shall be retained for 3 years after final
disposition,

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

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

(¢) Copies of original records may be
substituted for the original records if
suthorized by the Pederal awarding
Agency.

(d) The Federal awarding agency
shall request transfer of certaln
records to its custody from recipients
when it determines that the records
possess long  term  retendion  value.
Howsver, in order to avold duplicate
recordkeeping, a Federal awarding
agancy may malke arrangemsnts for re-
cipients Lo retzin any records that are
consinnously neaded for joint use.

64

2 ZFR Ch. It {1-1-06 Edition)

The Poderal awarding agency, he
Irspeenor General, Compsroller Gen-
aral of cthe United 3tates, or zny of

their duly authorized represensatives,
nave &the right of timely and unre-
atricted access Lo any bhooks, docu-
ments, papers, or other records of re-
cipients that are pertinent Lo the
awards, in order Lo make aundits, ex-
aminadions, excerpts, transcripts and
coples of soch documents. This right
als0 includes timely and reasonable ac-
sess to a reclplent's personne! for the
purpose of interview and discussion re-
lated t0 such documents. The rights of
access in this paragraph are not lim-
ited to the reguired retention period,
but shall last 25 iong as records are re-
tained.

{f) Unless reguired by statute. no
Federal awarding agency shall place
restrictions on recipients that ldmit
public access to the records of recipi-
ents that are pertinent to an awerd, ex-
cept whan the Federal awarding agency
can demonmsirate that such records
shall be kept confidentizl and would
have been exempted from disclosure
pursuant tc the Freedom of Informa-
tion Act (6 U.5.C. 552) if the records
had belonged to the Federal awarding
AgEeNcy.

{g) Indirect cost rate proposuls, cost al-
locations plans, etc. Paragraphs (g)(1}
and {(gX2) of this section apply 0 the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tlon plans, and any similar accounting
computetions of the rate at which a
particular group of costs is chargeable
fsuch as computer usage chargeback

rates or composite fringe benefit
rates).

(1) If submitted for negotiation. If the
recipient submits to the Federal

awarding agency or the subreciplent
submits to the recipiant the proposal,
plan, or other computation to {oerm the
basis for negotiation of the rate, then
the 8-year retention period for its sup-
porting records starts on the date of
such submission.

{2) 1f not submitted for megotiation, If
the recipient is not requirsd to submit
to the Federal awarding agency or the
subrecipient is not required to submit
o the recipient the proposal, plan, or
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DOME Crculars one Guiaance

LIl GoITPULeLIOn {02
Lesss, Lhel Uhe S-ysar
{0 Uhe DropoSal, Pial, ©F UTLET COT-
: Lo anf  ilE suppOruing  rscords

&l e enc of the fiscal ¥
AGCOUNTING penod) coverst 0y
pilar, oI GiDer Lompiile-

LT

Lther
TLEe prouosal
LioL

TERMIRATION ANL ERFORCEMENT

{£15.60 Purpose of lerminztion and

enforcement.
Sesvions 230.61 and 21262 set forth
umiorm suspension, Lerminabion ang

enforcement procefures.

§215.61 Termination.

Ltwards may De Lerminated 1T
whnole or in part only U paragraphe
fay(l), 422 o7 (3, of tris seCtiorn appliy.

1) By the Federal awarding agency,
if & recipient meaterially falle Lo com-
pily with the serms and conditions of a0
awarc.

(2) By the Federal awarding agency
witkh the consent of the recipiasnt, Iin
which cage the twe parties shill agree
upon the termination conditions, in-
cisding tne effective dauve and, in the
case 0f parilal termination. the portion
o be terminated.

(2, By the reciplent uporn sending o

-9

the Federal awarding agency writien
novification setting fortk the reasons
for such Lerrmmneiion, the efizciive

dzte. and. in the case of partial termi-
navion, the portion to De verminated.
Yowever, 1/ the Federal gwarding agen-
cy determines in the case of partial
Lermination that the reduced or rmodi-
fiel portion of the grant will not ac-
comblish the purposes {or whick the
grant was mede, L May Lerminate tne
grant 1n 1bs entirety under either para-
grapne ()i} or (2 of thix section.

oy If costs are sliewel under an
wal'd, ohe responsibilities of the re-
t referrec ve ip §215 7ie) inciud-
g GLOSE Jor property ImANageIrnent e
applicabie, shall bpe consifered in the
Lermination of the award, apd provi-
on spall be made or continuing re-
ponsibilities of the recipient alier ter-
ALAETION. af aDpropriate

IS

[4

-

wnom

1

£21£.62 Enforcement.

‘e Remedies for nonlomplicncs 17
ent mewerialiy lalle L0 comply

Urie Lelmie il of
WHELLED SLalel
regulallonl, ABSUralle
nOTGE Of aware, the
AFENCY LAY, in 1
=X v 0f tne specis GONAITIORS CULLTIGE
i {21834 Lake one or more ol the los
lOowing aCLlONEg, &f &Dpropriaie IT Tht
CIrsLINSTANLES

{1y Temporarily withho.d cabdl Day-
ments pending correculon of the defi-
Clency by the reclplen: OF MOt sevVere
erioreement action by itne Federal
awarding agency.

12; Drisgllow fthatl 18, aeny LOUh use of
funds anpd any applicanle malching
credlt for; all o7 part of the cost of Whe
AC0IVITY Or ACLIOL NOT LI cornpliance.

3) Whoily or partly suspenc o7 uerl-
Thinebe the current award

(4) Withhold further awards ior the
Tro)ect O PrOgram.

(5, Take other remedies tnal may
legally available.

o) Hearings und appeals. In waking an
enjorcement action, the awarding
agency shall provide the recipient an

1TPUEiTE

Jela

opporwunity for hnearing, appeal, or
otber adminisirative procseding Lo

which the recipient is entitled under
any Statute or repulatviorn =pplicabis o
the actior invoived

{€) Effecits o Ssuspension ond lermi-
netion. Coste of & recivient reswliing
from obligations incurred by the Te-
cipient during a suspension or afler
rerminetior of an awaré are ol aliow-
apie unless the &warlding aAgency ox-
presely auinorizes therm 1n ¢he NoTlce
o] sUSpension or LErminancn or subse-
guentiy. Ouber regipient costs during
suspension or afier termination whick
Bre TNECessary  and ot Ieasonably
avoiiable are zllowable if DPaArafTapns
(el and (2; of thig sectior apply.

11 The coste reswit from obiigations
which were properly incurret by the re-
cipisnt pefore the effective dale of sus-
DEDSION OF LErmMIN&Tion, are¢ notl in an-
weipation of it, ancé i the case of & Ler-
mination, £re noncancellabis.

(2 Thne costs would pe zliowabie If
che award were not suspended or ex-
pireé normaily &t the enc of the fund-
ing periof in whicn the LEI'TNIR&ELIOD
vaxes efisct.

i@y Reiuticnship to debarment wnc Sus-
pengion,  The  eniorcement  remedies

sfcentifiel i ULLE  SECTICL  INCIUOINE
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n AnOn. 4o 1ol
) a recipient from bheing sumesct
co debarment and suspension under
T s 12540 and 12600 and the Federal
swarding agency implementing regula-
Liong (sec §215.33).

aGe

Subpart D—After-the-Award
Requirements

§215.70 Purpose.

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

£215.71 Closeout procedures.

(2) Recipients shall submit, within 90
calendar days after the date of comple-
tion of the award, all financtal, par-
formance, and other reports ags required
by the terms and condivions of the
award. The Federal awarding agency
mey approve extensions when re-
guested by the recipient.

(b} Unless the Faderal awarding agen-
oy aushorizes an extension, a recipient
shall liguidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award

or in agency irmplementing instruc-
tions.
(z) The Federal awarding agsncy

shall make prompt payments 0 a re-
cipient for allowable reimbursable
costs under the award being closed ouf.

(d) "The recipient shall promptiy re-
fond any balances of unobligated cagh
that the Faderal awarding agency has
advanced or paid and that is not 2uv-
thorized to be retained by the recipient
for ase in other projects. OMB Circular
A4-129 poverns unreturned amounts that
bseome delinguent debts.

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

{fy The recipient shall account for
any real and personal propersy  ac-
quired with Federal funds or received
from the Federal Government In ac-
cordance with §215.31 throagh §215.37.

(e) In the event a final audit has not
heen performed prior to the closesut of

2 CFR Ch. il (1-1-06 Edition)
ar award. the Fedara: swarding agency
ghgll retaln the right o recover an ap-
propriate amount zfter fuily consié-
ering the recommendations on dis-
zliowed costs resulting from the [inai
audit.

§215.72 Suhsequent adjustments and

continuing responsibilities,

(a) The closeout of an award doess not
affect any af the following:

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of a later andit or
other review,

(%) The obligation of the recipient to
return any funds due as a result of

later refunds, corrections, or otner
transactions.
(%) Audit reauirements in §215.26.

4) roperty ma.nafrernent reguire-
ments in §216.31 through §215.37.

(5) Records retention as required in
§215.53.

by After closeout of an award, a rela-
sionship ereated under an award may
be modifie¢ or ended in whole or in
part with the consent of the Federzl
awarding apency and the recipient,
provided the responsibilities of the re-
cipient referred to in paragrarb (a) of
this section, including those for prop-
arty management as applicable, are
considersed and provisions made for
continning responsibilities of the re-
cipient, as appropriate.

169 ¥R 26281, May 11, 2004, as amended at 70
PR 51881, Aug. 31, 2005)

$215.78 Coliection of amounts due.

() Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
sled under the terms and conditions of
the award constitute a debt $o the Fed-
eral CGovernment, If not paid within 2
reasonable period after the demand for
payment, the Federal awarding agency
mzy reduce the debt by paragraphs
{2 X1}, {2) or (3) of chis section.

1) Making an administrative offseti
against other reguests for reimbpurse-
ments.

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

13 Taking cther action permitted hy
statute

{b) T xoDDb 25 otherwise provided by
law, the Federz) awarding agency shall

Lo

ATTACHMENT .

PAGE 28 OF . 50 PAGES




DWE Chicuiars ond Guidance

Crhapuer 11,

LEGTI0n

OVercluE Gent o

SLang-

ARpDNOIE A re Fapt DL—Dormpaom
PROVISIURE

AL contras 2WEVABL DY & IeCIDIBDU In-
sinting smeldl purchases, Shall Geonlaill the
. Lalle
Eguai Empioymen: Dproviunity—AaI1D Con-
shell COLLEIT 2 DrOovision reQulling
compiiance with E.O 1124€, "Fgua: Employ-
meny Opporturivy’ (30 FPRO1Z3i0, 12035 2
OPER, 1464-18685 CamE., T 339, af zmiended by
E O 11375, “Amending Execustive Grder 11246
T.elating w  Bgual Employmen: Oppor-
Tunlty .’ &nd a8 supplemenied DY refuiztions
al 41 CFF part 60, 'Offizce of Federal Con-
wrast Cempliance Pregrams, Egua) Bmpioy-

ent Cpportanity, Deparument of Labor.™
2. Copeland " Anti-Kickouck™ Aci (16 U.S.C
&74 and 40 U.5.C 2760;,—4l) contracts and sub-
grunte in excesc of 22000 for comstructior or
repeir awarGed Ly reciplents ant subrecipi-
ents shell include & provisior ior compliance
with, the Copelanf 'Lnti-Fickback' Lot (18
U.E.C B74;. as supplemented Dy Depariment
of Labor regulaiions (26 OFI part & “Oon-
LraCLors ANt BUDcontrattorg on Public Butid-
ing or Public Work Fipanzed iz Whole or 1n
Fary Dy Z.oans or Granls fromn the Unlted
Suates'’). The Ach provides that each con-
Lrattor or subrecipient snall be prohibited
Irem inducing, by ALY IMBALS, ah¥ PEISDT
employed 1L the constiruction, gompietion, ar
rerzir of public work, e give up any part of
ne compensation Lo wlich he 18 otherwise
entitied The reciment shall repori all sus-
pecued o7 reporied violations o tne Federal
awarding “gency

S Daowms-Bacon Aci, as amecnded (40 U.S.C
2760 te a-7-Waerp required ny Federal pro-
gram leglslation. &l construction cONLTacis
awardel DY Whe recipienit and sabrecipiernts
of more tharn 2000 shali incinde 2 Provision
ior compliznce with the Davie-Bacon Act (40
T.EC 2762 W& a-T anl as supplemented by
Deparvment of ZLabor regoiations (26 CFR
part b ULabor Standards Frovision: Applice-
ble w Comracts Govermng Federally Fi-
nalicel and A8sistel Construction''). Under
this Act, contraclore snall be reguiret vt pey
waget 10 laboTers wnd mechanics at 2 ThLE
1ol jesE LDAL The rminimuly, wgges specified
in & wege dsvermination made by the Sec-
revary of Labor. In additicn, ConiralLors
shed! Le regulred vo pay wage: not 188 than
once = week The recipient shzl! plate & copy
ol the current preveiling wape determination
issuet by the Department of Labur @ eack
Soligivailol &nt the awarl of & ConLrac: shall
1 conditicked nporn the acceplance ol tne
whage aetsrminaiion. Thne reciprent shall ra-

3]
3

poYy =l SUSDECUEC ) TEDUILEE Nil.wl. Ll AL
this Federn: awal [ affency
£ CumiTes Wory Hour! eno Sofety Stenoons ol
XN e Lo 32 3—WiieTe applicanic
LLIaCLy awal'del Dy IsCifhents 11 exCeRd of
S200C lor construcilol CORLTAGLE and i &5-
cess of $8500 Jor oiber COLTYAECLE thel (Mvolve
Lnée emplovment of MECNAICE o laporers
snall lucluoe & Provisiorn {0 complialice Wit
sectionse 10z and 107 of the Contracl Work
Howrs and Salety Standards Act 40 V.EC
327-343), a: supplementec DY Depariment of
Labor regulations (36 CFER part b Under sec-
wion 102 of the ACL, eaCh Gonirncivor shall pe
reguired L( compute The WAEes o eVETY Tne-
cnanic zanc laborer orn the basie of & standarc
work week 0! 40 hours, WOoTY 15 excest of the
suendard work week i permissiole provided
tLatL the wWOrker 15 cOmpensatel at & rave of
not iese thar 1% timnes the basic rate of pay
for all hours worked ip excest of 40 hours 1n
tne work week. Sectior 107 of the AcClL 1f ap-
DlicaDie LC COnSTTUCTIOI WoTk and proviGes
whal no lzborer or mechanlc snell be reguired
Lo Work an snrronndings of ander working
conditions which are unsznliary, hazerdon:
or dznpercous. These regulréments 4¢ not
APPLY Lo the purchases o SUPDIIBE O INALE-
rimis ¢r ariicles ordinarily avaiiable on the
oper market, or coniracts 10T transporiaztion
or transmission of intelligence

A Rigats te Jnoentions Made Under ¢ Son-
ract o Agreement—O0niTAclS OF RETH2MELTSE
for tne periormance of experimental, devel-
opraenial. 0! research work shall provide lor
ihe migots of the Federz] Government ang
the recipent o any resclillg inventiol inp
accorganse with: 37 OFF part 401, "Eighie o
invengions Made by Nonproiil Orgallzaiions
and Smali Business Firms Under Govern-
ment Grente, Coentrects and Cocperative
Apreements,” and =0y IMINSILENUINE regdla-
ooy issued Ly the nwarding agency.

€ Clean A Act (42 US.C. F401 et sec.) arg
tie Federol Woler Poliution Contro! Act (38
RO 128 et seq.), ar amended—Contracts
ang subgrants of amounhks ip  exces: of
S100,000 snall comtsln a provisiok thatl re-
quires tne recipient Lo agree L0 COMDIY With
2}l applicavie standards, orders or regule-
tvipne issued pursuant vo the Clean Air Aci
42 U L. C. 7400 et seq.y ant the FPedera] Water
Follution Sontrol Act af amended (32 U.E.C
1251 el seq). Vielation: shall be reporied ic
e Fensrel awarding =gency and whe Re-
gional Office of the Bovirenmental Prolec-
uen Agency tEFA)

% Furd Anti-Lobbping Amendment (3) V.50
1352, —Contractors wio apply or

oy
[=]

wig fur an
award of S10C,000 or more snall file the re-
gulred cervificetion. Each tier certifies ic
whe tier above that 11 will Dot anf his pot
vseté Federal appropriatet funds e pay any
persprn or organizetior {or 1nfivencing o &at-
vempiing w influsnce ar olfice: or empleyes
ol aby sgency. & mermbper of Congress, officer
T e pievee O GoOTEress. 01 &L eIngiovee of o

c




ot 220

wirraber of JONEress i fenne S HERUE A N N
LLMINE any Federal oolltract, grant of any
sther award covered by 31 UJ.8.C 1352 Rach
sler shall also disclose zny lobbying with

aon-Tederal funds that taizes place In con-
naction wiith obtaining any Federal award.
Auch disclogsures are forwarded from uler Lo
er ap to the reciplent

g Debarment and Suspension {(E.0.5 13044
and  12689)—A  econtract award with an
amount expectsd to equal or exceed 325000
and certzin other contract awards see 2 CFR
180.220% shall not he made to parties listed on
she government-wide Excluded Partles Ldst
Systern, In accordance with the OMB guide-
lines at 2 CF'R part 180 that implemaent B.0.8
12649 (3 CFR, 1986 Comp,., p. iB9) and 12689 {3
CFR, 1980 Comp.. p. 235), "'Debarment and
Suspension.” The Excluded Parties List Sys-
tem containg the names of parties debarred,
suspended, or otherwise excluded by agen-
cies, as well a8 parties declared ineligible
ander statutory or regulatory authorisy
other than E.0. 12549,

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

PARTS 216-219 [RESERVED]

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

Jec.

3205

320.10
220.18
220.20
220.25
220.30
220.35

Purpose.

Scape.

Policy.

Aupplicability.

OMB responsibilities,

Federal agency responsibllities.
Eifactive date of chanpes.

220.40 Relationship to previous isguance.

220,456 Information contact.

APPENDIY A TO PART 220—PRINCIPLES FOR DE-
TERMINING (OSTS APPLICABLE TO GRARTS,
ConTRACTS. AND OTHER AGRETMENTS WITH
FDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.S.0. 503; 31 U.S.C. 1111, 41
3 §.C. 405; Reorganization Plan No, 2 of 1970;
E.Q. 11841, 35 FR 10737, 3 CFR, 1866-1870, p.
439,

SouRcE 0 FR 51881, Auve. 31 2008, unless
atherwise notad.

§220.5 Purpose.

This part establishes principies for
determining cests applicable So grants,
contracts, and other agreements with
zducational institutions.

68

-~

Z

CFR Ch. Il {1-1-0¢ tdition)

502070

The principles in fnis varu deal with
the zubject of 2080 fdetermination. and
make no avtempt to identify the cir-
cumatances or digizte the sxient of
sgency and nstitutional participation
{1 vhe financing of & parsicular projecs
Provision for profit or other increment
ahove cost is outside the stepe of this
parh.

Seope.

§220.15

The oprinciples in this part are de-
signed t0 provide that the Federa] Gov-
grnment bear its fair share of totel
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pectad to place additional restrictions
on Individual {tems of cost The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
asives of educational institutions and
of the Federal Government as to their
scope, implementation, and interprefa-
sion.

Paliey.

§220,20 Applicability,

{a) All Pederal agencies that sponsor
resegrch and development, training,
and other work af educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work. The
prineiples shall also be used a5 a guide
in the pricing of fixed price or lump
sum agreements.

{b) Zach federal agency that awards
defense-related contracts to 2 Feder-
ally Fanded Research and Developrment
Center (FFRDC) associated with an
educational institugion shall reguire
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Bozard and
set forth in 47 CFR part 29.

§220.25 OMPE responsibilities.

OMP is responsible for:

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

{b) Interpreting the policy reguire-
ments in this parc and providing assist-
ance Lo ensure effective and efficient
implementatiorn.
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Purpose. This Circular establiishes principles for determining costs ©
grants, contracts and other agreements with non-prefit organizations. I
not apply to colleges and universities whaich are covered by OZfice of Management
and Budget (OME) Circular A-21, "Cost Principles for Educational Institutions':
State, local, and federally-recognized Indian Tribal governments which are
covered by OME Circular 2-87, "Cost Principles fox State, Local, and Indian
Tribal Governments”; or hospitals. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of

ccst sharing or matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on individual cost elements by Federzl agencies. Provision for

profit or other increment above cost is outside the scope of this Circular.

?. Supersession. This Circular supsrsedes cost principles issued by individual
zgencies for non-preofit organizations.

3. BApplicability.

2. These principles shall be used by all Federal agencies in determining
the costs cof work performed by non-profit organizations under grants,
cocoperaztive agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of thes=
instruments are hereafter referred to 2s awards. The principles do not apply to
awards under which an organization is not required to account To the Federal
Government for actual costs incurred.

b. 1l cost reimbursement subawards (subgrants, subcentracts, etc.} are
subject %o those Federal cost principles appliicable to the particular
organization concerned. Thus, if a subaward is to a non-profit corganizetion,
this Circular shall apply; if a subaward is to a commercial organization, the
cost principles applicable to commercial concerns shall apply:; if a subaward is

a college or university, Circular B-21 shall apply; if a subaward is to a
State, local, or federaily-recognized Indian tribal government, Circular A-§7
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(3% uses 1its net proceeds to maintain, improve, and/or expand i:is
nperdtions. For this purpose, the term "non-profit grganization” excludes 1ij
colleges and universities; {i1i) hospitais; {iilil) State, local, and federally-

recognized Indian tribal governments; and {(iv) those”
non-profit organizations which are excluded from coverage of this Tircular in
accordance with paragraph 5.

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

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

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

7. BAttachments. The principles and related pclicy guides are set forth in the
fellowing Attachments:

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

B. Reguests for excepticons. OMB may grant exceptions to the reqguirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximam uniformity, exceptions will be permitted only in highly
unusual circumstances.

3, Effective Date. The provisions of this Circular are effective immediately.
Implementation shall ke phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal y=ar. TFor
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in

—————m
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hpplicable credits

Advance understandings
Conditional exemptions

Direct Costs

Indirect ZTosis

2llocation of Indirect Costs and
General

Simplified allocation method
Multiple ailocation pase mechod
Direct allocation method

Special indirect cost rates

Determination of Indirect Cost Bates
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WAL RRINTIDPLES
: Banic Considerstiions
1. Composicion of notal costa. The 1oftal cost ol an awand s the sum
Cheoul o nwabiie direst and allozakose < s an le cradits
i Pactours affzcting allowal undier an
awars, osts must meat the filowl

& Be regsonabnle for -—he perisrmance o5 the award and be allozabliec
thereto gnder these principles

b Conform to any limitations or axclusions these
principles or in the award as Lo types or amount of cost

¢. Be consistent with policies and procesdures ti : y uniformly
ta bouh fedérally-financed and other activities of the o i i

¢. Be accorded consistent treatment.

s. Be determined in acoordance with generelly aoccepted accounting
principles (GARP).

f. Not be included as a cost or usad to meet cost sharing or
matching reguirements of any other federally-financed program in either zhe

current ar a prior period.
g. Be adequately documented.

3. Reasonable costs. A cost is reasonable 1f, in lits nature or amount,
it do=s not exceed that which would be incurred by & prudent person under the
circumstances prevailing at the time the decision was macde o incur the costs.
The question of the reasonableness of specific costs must be scrutinized with
particular care in connection with organizations or separale divisions therecf
which receive the preponderance of their support from awards made by Federal
agencies. 1In determining the reascnableness of & given cost, consideration
shall be given to:

O

a. Whether the cost is of a type generally recognized as ox
and necessary for the operation of the organization or the periocrmance o
award.
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(1) Is incurred specifically for the award.

{Z) Benefits both the award and other work and can ke
distributed in reascnable proportion to the benefits received, or

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

b. 2ny cost allocable to a particular award or other cost objective
under these principles may not be shifted to other Federal awards tc overcome
funding deficiencies, or to aveid restrictions imposed by law or by the terms of
the award.

5. 2applicable credits

a. The term applicable credits refers to those receipts, or
reduction of expenditures which coperate to cffset or reduce exzpsnse items that
zre zilocable to awards as direct or indirect costs. Typlcal examples oI such
traznsactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erronecus charges. To the extent that such credits accruing or received by tThe
organization relate to allowable cost, they shzll be credited to the Federal
Governmant either as a cost reduction or cash refund, as appropriate.

some instances, the amounts received from the Federal

ce organizationzl activities or service operations should be
e credits. Specificelly, the concept of netting such credit
d expenditures should be applied by the organization ip
determining the s or amounts to be charged to Federzl awards for services
rendered whenever the facilities or other rescurces used in providing such
services have been financed directly, ip whole or ip part, by Federal funds.

Government to f
treated as appl
ltems against I

c. For rules covering program income (i.e., gross inceme earned
om federally-supported activities) see Sec. .74 of Oifice of Management and
udoet {OMB} Circuler 2-110, "Uniform Rdministrative Requirements for Grants and
bgresments with Institutions of Higher Education, Hospitsls, and Other Non-
Profit Organizations."”

l‘h




e hdvans= underziandings. sen award, Lhe vzasonableness and
-4 ity 2i terZaln Liems of © Zficult ¢ determine. This is
ox: LArLy Tr CONNSCTLON WLS ns Lhat Zeceive & preponderance
’ suppeort Irom Federal sgencies In order to avoid subseguen:t
solovance or dlspute based on unreascnableness or nonallosabiliity, LT is
deszirablie Zo seek a written agreement with the cognizant or awarding
agency Ln oadvantce of the incurrence of special or unusual costs The -absence of
an advancTe agreement on any element of cost will not, in itself, affect the
Twdsonhanienass or aliocability of that element.
' Conditional exempiions.
a. OMB suthorizes conditioral sxempticn from OMB administrative

reqgquiraments and cost principles circulars for certain Federal programs wizh
statutorily-autnorized consolidated planning and consolidated administrative
funding, tnat are identified by a Federal agency and approved by the head of
the BEracutive department or establishment. A Federal agency shall consult with
MB during its consideration ¢f whethear to grant such an exemption.

b. To promote efficiency in State and locel program administretion,
when Federal non—-entitlement programs with common purposes have specifi
statutorily-authorized consolidated planning and consolidated administrative
funding and where most of the State agency's resources come from noi-Federal
sources, Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from certain OMB grants mana@ement reguirements. The
exemptions would be from all but the allecability of costs provisions of OMB

Circulars B-87 (Attachment A, subsection C.3), "Cost Principles for State,

Local, and Indian Tribal Goverpments," B-21 (Saction U, subpart 4), "Cost
Principles for Educational Institutions,”™ and A-122 {(Attachment 2, subsection
A.4), "Cost Principles for Non-Profit Organizations,™ and from all of the

administrative reguirements provisions of OMB Circular 2-110, "Uniform
Administrative Requirements for Grants and Bgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,'" and the
agencies’ grants management common rule.

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

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, 1i.e., a particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
zssigned directly thereto. Costs identified specifically with other final cost
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4. The costs of activities performed primarily &s a service to members,
cliente, or the general pulklic when significant and necessary to the
ocrganization's mission must be treated 2s direct costs whether or not allowable
and be zllocated an equitakble share of indirect costs. Some examples of these
types of activities include:

z. Maintenance of membership rolls, subscriptions, publications,
and related functicns.

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

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

d. Meetings and confersnces except those held to conduct the
general adminristration of the organizaticn.

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

f. PBoministration of group benefits onm pehalf of members or
clients, including 1ife and hospital insurance; annuity or retirement plans,
financial aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or jolnt
okjectﬁves and cannot be readily identified with a particular final cost
opbjective. Direct cost of minor amounts may be ireated as lndl ect costs under
the conditions described in subparagraph B.2. BAfter direct costs have been
determined and assigned diractly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
shjectives. & cost may not be allocated to an award as an indirect cost if any
cther cost incurred for the same purpose, in like c¢ircumstances, has been
assigned to an award &s a direct cost.

2. Because of the diverse characteristics and accounting practices of
non-profit prganizations, it i1s not DO°S¢b1€ to specify the Tvpes of cost whkich
may be classified as indirect cost in a1l situations. However, typlcal eramplec
of indirect cost for many non-profit crganizations may include dep eciztion or
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2. Indivect cozts s3hall be tlass:
aC..oToes” and “hAdmirnistrazion,” z Lies" 1s defined zs depre
e a.lowances on pullidings, equipment and capital improvemsnt, intere
ionjated with certain buildings, sguipment and capital improvements, and
operations and maintenance sxpenses. "Administration™ is defined as genera
administration and general expenses such as the director's office, accounting,
rzonnel, library expenses and all other typas of expenditures not listed
speclfically under onez of the subcatzgories of "Facilities" (including crocs
allocations from other pools, where applicable). See indirect cost rate
reporting requiraments in subparagraphs B.Z7.e and D.2.q.
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L. Ellocation of Indirect Costs and Determination cof Indirect Cost Rates
1. General.

a. Where a non-profit organization has only one major function, o2r
where all its major functions banefit from its indirect cests to approximately
the same degree, the allocation of indirect costs and the computation of an
indirect cost rate may be accomplished threough simplified allocaticon procedures,
as described in subparagraph 2.

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

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

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

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

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

2. Simplified allocation method.

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

-
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c. Tne distribution base mey be Total direct ¢osts (excluding
2l expendirures and other distorting ltems, such &s major subcontracts or
£), direct salaries and wages, or oither base which resuvlts in an
distributicon. The distribution base shzll generzlly exclude
t suppcrt costs as defined in paradgraph 27 of Attachment B.

¢. Except where a special rate(s) 1s reguired in accordance with
supparagraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the corganization. If a special ratels) is required,
appropriate modifications shall be made in order to develop the specizl rate(s).

e. For an organization that receives more than $10 million in
Faderal funding of direct costs in a fiscal yesar, a breakout of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is reguired. The rate in each cazse shall be stated
a5 the percentage which the amount of the particular indirect cost category
{i.e., Facilities or Rdministration! is of the distribution base identified with
that category.

3. Multiple allocation base method

a. General. Where an corganization's indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulaied into
separate cost groupings, as described in subparagraph b. Each grouping shall
then pe allocated individually to benefitting functions by means of & base which
D2st measures the relative benefits. The defanlt allocation bases by cost pool
are described in subparagraph c.

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

{1} Depreciation and use zllowances. The expenses under this
heading are the portion of the costs of the crganization’'s buildings, capital
improvements te land and buildings, and eguipment which are ccmputed in

ccordance with paragraph 11 of Attachment B ("Depreciation and use
gllowances") .
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puiidings, furnitursz and egquipment; care of grounds; meintenance and operatian
of buildings and other plant Zacilities; sescurity; ear:thguake and disaster
preparadness; anvironmental safetry; hazardous waste disposal; property,
siakilicy and other insurance relating to property; space and capital leas:
facility planning and management; and, central receiving. The operation and
maintenance expenses category shall also include its allocable share of {rings
henefit rosts, depreciation and use allowances, and interest costs,

aL.on and mainrtsnance axpenses. The expenses under
“n.s neading ars have heen incurred Ior the adminiscration,
1on, ma.nienance, presarvation, and protecticon of the organization's
phveslzal plant.  They include expenses normelly incurred Ifor such iTems as
riaL and utility services; repairs and ordinary ¢r normal alterations of

£
r

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

In developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staif, project supplies, proiect publication, telephone toll charges,
computer costs, travel costs, and specialized services costs shall be treated as
direct costs wherever identiiiable to a particular program. The salaries and
wages of administrative and pooled clerical staff should normally be trezated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships shcould normally be treated as indirect costs.

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

B IR T U \
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() i & on buildings used for
more Thar one functiorn, and on capital improvements and eguipnent used In such
puildings, shall pe sllocated to the Individuel functions performed in sach
puilcing on cthe basis of usable sguare feet of space, excluding common areas,
such =2 hellways, stelrwells, and resTroome.

{c) Depreciation or use &llowances on buildings, capital

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

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

(1) the employees and other users on a full-time
nt (FTE} basis or salaries and wages of those individual functions

equivalent
itting from the use of that space; or

1
bene:zlt

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

id) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, =sidewalks, and the
like, mot included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to major functions in proportion to
the salaries and wages of all smployees applicable to the functions.

(?) Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances on the buildings, eguipment and
capital eguipments to which the interest relates.

(3) Operation and maintenance €Xpenses. Operation and
mzintenance expenss:s shall be allocated in the same mMannper as the depreciation

and use allowances.

{4} General administration and general expenses. General
administration and general expenses shall be allocated to benefitting functions
based on meodified total direct cosis (MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be allocsted to benefitting
functions based on MIDC.

d. Order of distributiocn.

{1} Indirect cost categories consisting of depreciation and
use z2llowances, interest, operation and maintenance, and general administration

13 ' \ ]
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Y. Morme:iy, an indirect cost category will e considered
zinsaed once it has Desn allozated (o other cost objectives, and costs shal. not
ne mubseqguently allocaved to it Howewver, a cross allscation of zosts batwesn
TWnooor more incdirecst oosts categories coulid be used 17 such allocation will
result in g more egquitable azllocation of costs. If a cross allocation is used
an appropriate mogdification to the composition oi the indirect cost categories

In oraguired.

special indirect cost rateis) is reguirved in accordance with subparagraph D.5,
the separate groupings of indirect costs allocated to =ach major function shall
he aggregated and treated as a common pool for that function. The costs in the
common pool shall then be distributed to individual awards included in that

function by use of a single indirect cost rate.

e Ppplication of indirect cost rate or rates. ExAcept where a

f. Distribution basis. Indirect cests shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
benefits, materials and supplies, services, travel, and subgrants and
subcontracts uvp to the first $25,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant or subcontract). Eguipment, capital
expenditures, charges for patlent care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MIDC. Other items may only be excluded when the
tederal cost cognizant agency determines that an exclusion is necessary to aveid
a serious ineguity in the distribution of indirect costs.

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

4., Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: (i) General
administration and general expenses, {ii) fundraising, and {iii) other direct
functions (including projects performed under Federal awards). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone 2xpenses, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base most appropriste
to the particular cost being prorated.

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

14 e ¢ e e s
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5 Speciel inclrect COST rates. In some instances, & fingle indirect
cost rate for g1l activities of an organization or for ezch mejor function of
the organization may not be appropriste, since it would not take Iinto account
those different faciors which may substantizlly affect the indirect costs
aprplicakble to & particular segment of work., For this purpose, a particular
segment of work may be that performed under a2 single award or it may consist of
work under a group of awards performed in a common environment. These factors

may include the physical location of the work, the level of administrative
support reguired, the nature of the facilities or other resources employed, the
scientific disciplines or technicel skills involved, the organizaticnal
arrangements used, or any combination thereof. When a particular segment of
work is performed in an environment which appears to generzte a2 significantly
different level cf indirect costs, provisicns sheuld be made fer a separate
indirect cost poel applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect coust rate resulting therefrom should be used, provided it is
determined that (i) the rate diffsrs significantly from that which weould have
been obtainsd under subparagraphs 2, 3, and 4, and (ii) the velume of work to
which the rate would apply ics material.

E. Negotiation and Approval of Indirect Cost Rates

1. Defipnitions. 2&s used in this section, the following terms have the
meanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
id approving indirect cost rates for a non-profit organization on
Federzl agencies.

negotiat

ar
behalf o 1l

g
D.'

b. Predetermined rate means an indirect cost rate, applicable to a
specified current or future pericd, usually the organization's fiscal year. The
rate 1s Dbased on an estimate of the costs to be incurred during the period. &2
predetermined rate is mot subject to adjustment.

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

d. Final razte means an indirect cost rate aDpWicable to a specified
past perilod which is pased on the actual costs of the periocd. A final rate is
not sukject to adjustment.
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g. Cost objective means s function, organizational subdivision,

contract, grant, or other work unit for which cost dats are desired and for
whizhn provision is made to zccumulate and measure Ine wost ol processes,
projacts, jobs and capitalized projscts.

2. Megotiation and approval of rates.

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

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

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

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

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

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

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

f. Provisionzl and final rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.
. eeme ma e aaem e — — T
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1. Adverz.sing and publiz relations costs.

a. Thz term advertising Ccosts means the costs of advertising media and
corollary administrative costs. Advertising media incliude magazines,
newspapsrs, radlo and television, direct mail, exhibits, elscironic or computsr

transmictals, and the like.

[&]

b. The term public relations includes community relstions and means those
activities dedicated to maintaining the imsge of the non-profit organization or
maintaining or promoting understanding and favorable relations witn the
community or public at large or any segment of the public.

c. The conly zllowable adveriising costs are those which are solely for:

{1) The recruitment of perscnnel regquired for the performance by the
non-profit organization of obligalions arising under & Fzderzl award {See also
ttachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocation

costs);

{2} The procurement ¢ goods and services {or the performance of a
Federal award;

(2} The disposal of scrap or surplus materials acquired in zhe
erformance of a Federal award zrcept when non-profit organiz t'ons are
reimbursed Ior disposal costs at z predetermined amount; or

s

(4} Other specific purposes necessary to meet the requiresments oi
the Federal award.

<. The only allowable public relations costs are:
(1} Costs specifically reguired by the Federal award;

{2) Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from performance of Federal
awards (these costs are considered necessary as part of the outreach =fiort for
the Federal awardj: or

(3) Costs of conducting general liazison with news media and
government public relations officers, to the erxtent that such asctivities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contracti/grant awards,
financial matters, etc.
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tc) Salaries and wages of emplovees sngaged
displaving exhibits, malking demonstrations, and providing brie

{3} Costs of promotional iteme and memorabilia, including models,
gifts, and souvenirs;

{4} Costs of advertising and public relations designesd solely to
promote The non-profit organization.

2. Advisory Councils
Costs iIncurred by advisory councils or committees are z2llowable as a direct cos:

wWwhere authorized by the Fedsral awarding agency or as an indirect cost where
allocable to Federal awards.

3. Ricoholic beverages. Costs of alicoholic beverages are unallowable.

b

hudit costs and related services

The costs of audits reguired by , and performsed in accordance with, the
ingle Aundit Act, azs implemented by Circular 2-133, "Audits of 5tates, Local
overnments, and Non-Profit Organizations” are allowable. 2Zlso see 31 USC
505 (b} and section 230 (“Audit Costs”) of Circular A-133.

~1 ) oW

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

c. The cost of greed-upon procedures engagements to monitor subrecipients who

=1
are exempted from A-133 under section 200(d) are ailowable, subject to the
conditions listed in B-133, section 230 (b) (2).

-
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overnment regquires assurance
on of The act or def

; . I L5 ; nstances wWnere the
Hrgarn.caeltion regulres similar assurance. Included are such bonds as bid,
performancs, payment, advance payment, infringement, and fidelity bonds.

b Zosts of bonding reguired pursuant to the terms of the award are
allowahle.

©. Tosts of bonding reguired by the non-profit organization in the

general conduct of its operations are allowable to the extent that such bonding
i5 in accordance with sound business practice and the rates and premiums are
reasonable under the circumstances.

7. Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, pcstage, messenger, electronic or computsar
transmittal services and the like are allowable.

8. Compensation for personal services.

a. Definition. Compensation for personal servicss includes all
compensation paid currently or accrued by the organization for services of
emplovees rendered during the period of the award (except as otherwise provided
in subparagraph h}. It includes, but is not limited to, salaries, wages,
director's and exzcutive committees member's fees, incentive awairds, fringe
benefits, pension plan costs, allowances for off-site pay, incentive pay,
location allowanzes, hardship pay, and cost of living differentials.

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

{1} Total compensation to individual employees is re=asonable for the
services renderad and conforms to the established policy of the organization
consistently applied to both Federal and non-Federal activities; and

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

c. Reasonableness.

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

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

: 22 e :
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[5G} to memoers of non-profic Organizations, Trusiees,
dirsctors, asscuclates, officers, or thne immediate fam’liee therect.
DetermZnation snould be made that such compensation 1s reascnable for the actual
personal services rendered rather thar z distribution of earnings in excess of
costE

{2} kny change in an organization's compensation policy resulting
& substantizl increase in the orgarization's level of compensation, particularl
when it was concurrent with an increase in the ratic of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensaticn due tc changes in Federal policy.

2. Unallowable costs. Costs which arg unzallowable under other paragraphs
of this Attachment shall not be zilowable under this paragraph sclely on the
basis that they constitute personal compensation.

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

{1} Whern necessary to cope with emergencies, such as those resulting
from zccidents, natural disasters, breakdowns of equipment, ©r occasional
operational bettlenecks of z sporadic nature.

(2} When employees are performing indirect functicocns, such zs
administration, maintenance, or accounting.

(3) In the performance of tests, laboratory procedures, or other
similar operations which are continuous in nature and cannot reascnably be
interrupted or otherwise compleated.

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

{1} Fringe benefits in the form of regular compensation paid to
empioyees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are zllowable, provided such
CoSts are absorbed by all organization activities in proportion to the relative
amount of tTime or effort actually devoted to each.

{2) Fringe benefits in the form of employer coniributions or
expenses for social security, employee insurance, workmen's compensation
insurance, pension plan ccsts (see subparagraph b}, and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awards and other activities in
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{b) Wnere an organization follows a consistent policy of
expensing actual payments to, or on wehalf of, employees or former empioyees for
unemp loyment compensation or workers' compensation, such payments are ailowable
in the year of payment with the pricr approval of the awanxding agency, provided
they are allocated to all activities of tne organization,

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

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
{including transportation to and from work) is unallowable as f£ringe benefit oI
indirect costs regardless of whether the cost is reporied as taxable income to
the employees, These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by

awarding agencies.
i. Pension plan costs.

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

(a} Such policies meet the test of reasonableness;
(bY The methods of cost allecation ére not discriminatory;s

{c) The cost assigned to each fiscal year is determined in
accordance with generally accepted accounting principles (GAAP), as prescribed
in Accounting Principles Board Opinion No. 8 issued by the American Institute of

Certified Public bBccountants; and

{d) The costs assigned to a given fiscal vyear are funded for
2ll plan participants within six months after the end of that year. However,
increases to nermal and past service pension costs caused by a delay in funding
the actuarial liability beyond 30 days after each guarter cof the year to which
such costs are assignable are unallowable.

{2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1874 (Pub. L. 33-406) are
allowable. Late payment charges on such premiums are utnallowable.
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¥ Severance pay.

{1} Severance pay, alsc commonly referred to as dismissal wages, is
a2 payment in addition to regular salaries and wages, Dy or gaH'Zdt ons Lo workers
whose employment is being terminated. Costs of severance pay &re allowable only
To the extent that in each case, 1t is reaguired by

fal law,
{b) employer-employee agreement,
{c) established policy that constitutes, in fect, an implied

¥

agreement on the organization's part, or
{d} circumstances of the particular employment.

t2) Costs of severance payments are divided into two categories as
follows:
{a) Actual normal turnmover severance payments shall be
allocated to &ll activities; or, where the corganization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of payments actually made Zor normal
Severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

(b} Ebnormzl or mass severance pay is of such a conjectural
niature that mezsurement of costs by means of an accrual will not achieve eguity
To both parties. Thus, accruals for this purpose are not allowable. However, tThe
Federal Government recognizes its obkligation tec participate, to the extent of
its feair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis in the event or occurrence. :

!c} Costs incurred in certain severance pay packages (commonly
¥nown as "a golden parachute” payment) which are in ap amount in excess of the
normal severance pay paid by the organizaticn to an employee upon termination of
employment and are paid to the employee contipgent upon a change in management
control over, or ownership of, the organizetion's assets are unallowable

{d) Severance payments to foreign naiticonals employed by the
organization outside the United States, to the extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
are unallowable, unless they are necessary for the performance of Federzl
programs and approved by awarding agencies.

(e} Severance payments to foreign nationals employed by the
Grganization outside the United States due to the tTermination ¢f the Iforeign
national as & result of the closing of, or curtazilment of activities by, the
organization im that country, are unallowsble, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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it Charyes uto awards for salaries and wades, wWheither frzated as
diorent oosts or indirect costs, woll be based on documenied payrclls approved by
o resmonsible officialis) of the organization. The distribution of salarieszs and
wages to awards must be supported by personnel activity reports, as prescribed
i subparagraph {2), except when a substitute systiem has been approved in
writing by the cognizant agency. !{5ee subparagraph E.2 of Attachment B.)

"Zy Reports refiecting the distribution of activity of cach ampluyze

must be maintained for all stalif members (professionals and nonprofessionals:
wWwhose compensation is charged, in whole or in part, directly to awards. In
addition, in order to support the allocation of indirect costs, such reportis
must also be maintained for other employees whose work involves two or more
functions or activities if a distribution of their compensation between such
functions or activitizs 1s needed in the determination of the crganization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by nen-
profit organizations te satisfy these reguirements must meet the following
standards:

{4) The reports must reflect an after-the-fact determination
of the actual activity of each smployse. Budget estimates (i.e., estimates
determined before the services are pﬂr;ormed) do not qualify as suppo t for

charges to awards.

(b} Each report must account for the total activity for which
employees are compensated and which is reguired in fuliillment of their
obiigations to the organization.

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

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

{3) Charges for the salaries and wages of ronprofessional employess,
1n addition to the supperting documentation described in subparagraphs (1} and
{2}, must also be supported by records indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSA) (29 CFR Part 516}. For this
purpose, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee,” under FLS3A.

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

3. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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a. Defipitions.

{1y Conviction, &s used herein, means a judgmert or e conviction of
& criminzl cifense by ary court of compertent jurisdiction, whelther entered upon
zs 2 verdict or a plez, including a conviction due to & ples ¢f nmclo contendere.

{Z) Costs include, but are not limited fo, administrative and
clerical expenses; the cost of legal services, whether performed by in-house or

rivate counsel; and the costs of the services of accountants, consultants, or
others retzined by the organization to assist i1t; cests of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement cof a judicizl or administrative proceeding that bears a direct
relationship to the proceedings.

(3) Fraud, zs used herein, means (i) acts of fraud corruption orx
attempts to defravd the Federzl Government or to corrupt its agents, {11} acts
that constitute a cause for debarment or suspension (as specified in agency
regulations), and {iii) acts which violate the False Claims Act, 31 U.s5.C.,
sections 372%-27321, or the Anti-Kickback Act, 41 U.35.C., sections 51 and 54.

{4) Pernalty does not include restitutlion, reimbursement, or
compensatery damages.

%) Proceeding includes an investligation.

b. (1) Except as otherwise described herein, costs incurred in
coniiection with any criminal, civil or administrative proceeding {including
filing of a false certification) commenced by the Fedsral Government, cor a
State, local or foreign government, are mot allowable if the proceeding: (1)
relates to a viclation of, or failure to comply with, a Federal, State, local or
forsign statute or regulation by the corganization (including its agents and
employees), and {2) results in any of the following dispositions:

{2) In a criminal proceeding, a2 conviction.

(o) In & civil or administrative proceeding involving an
allegation of fraud or similar misconduct, a determinaticn of organizational
liability. :

{c} In the case cof any ¢ivil or administraztive proceeding, the
imposition of & monetary penalty. '

(cy B £

'nal decision by an appropriate Federal official to
debar or suspend the o iza

tion, to rescind or veoid an award, ©r to terminate
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o, If & proucesding referred To in Subparagraph b is commenced by the
tederal Government and is resclvaed by consant or compromise pursuant o an
agrzement entered into by the crganization and the Federal Government, than the
cost3s incurred by the srganization in connection with such proceedings that are
otherwise not allowable under subparagraph b may be allowed to the extent

specifically orovided in such agreement.

d. If a proceeding referred to in subparagraph b is commznced by a State,
local or foreign government, the auvthorized Federal official may allow the costs
incurred by the organization for such proceedings, i1f such authorized official
determines that the costs wers incurred as a result of (1} a specific term or
condition of a fesderally-sponsored award, or (2) specific written direction of
an auvthorized official of the sponsoring agency.

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

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

{2} payment of the costs incurred, as allowable and alliocable costs,
is not prohibited by any other provisien(s) of the sponscred award;

{3) The costs are not otherwise recovered from the Federal
Govarnment or a third party, either directly as a result of the proceeding o:x

otherwise; and,

{4} The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official to be appropriate, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fees in civil actions invelving the United States as a party, and such
other factors as may be appropriate. Such percentage shall not exceed B0
percent., However, if an agreement reached under subparagraph c has explicitly
considered this 80 percent limitation and permitted a higher percentage, then
the full amount of costs resulting from that agreement shall be allowable.

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

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

—
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Depreciation and use allowances.

2. Compensation for the use of buildings, other capitel improvements, and
egquipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment B, paragraph f, a combination of ths two
methods may not be used in connection with a single class of fixed assets {e.g.,
buildings, office equipment, computer eguipment, etc.).

5. The computaticn of use allowances or depreciation shzll be bDased on the
acquisition cost of the assets invelved. The acguisition cost of an asset
donated to¢ the non-profit organization by a Third party shall be its fair market
value at the time of the domnation.

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

(2) BAny portion ©f the cost of buildings and equipment borne by cr
donated by the Federel Government irrespective of where title was origimnally
vested or where it presently resides; and

(3) Any portion of the cost of buildings and equipment coniributed
by or for the non-profit organization in satisfaction of a statutory matching
regquiremesnt. i )

d. Where depreciation method is followed, the pericd of useful service
fuseful life; established 3n each case for usable capitazl assets must take into
consideration such factors as type of construction, nature of the eguipment
used, technological developments in the particular program area, and the renewal
and replacement policies followed for the individual items cor classes of assets
invelved. The method of depreciation usad to assign the cost of an asset (or
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its useful life.

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

Depreciation methods once used shzll not be changed unless approved in advance
by the cognizant Federal agency. When the depreciation method is introduced for
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f. When the dﬁp*ec1at:0h method is used for a parcicular class of azsets,
ne depreciation may be allowed on any such assets that, under subparagraph d,
would be viewed as fully depreciated. Howsver, a resasonable use allowance may
e negotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federal Government, the
astimated useful life remaining at time of negotiation, the effect of any
increzased maintenance charges or decreased efficiency due to age, and any other
factors pertinent to the vtilization of the asset for the purpose contemplated.

g. Where the use allowance method 1s followed, the use allowance for
buildings and improvement {including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acguisition cost.

The use allowance for equipment will be computed at an annual rate not exceeding
six and two-thirds percent of acquisition cost. When the use allowance methed 1is
used for buildings, the entire building must be treated as a single asset; the
building's components {e.g., plumbing system, heating and air conditioning,
etc.) cannot be segregated from the building's shell.

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

merely attached or fastened to the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purposes (e.q.

dentist chairs and dental treatment units, counters, laboratory benches bolte
to the floor, dishwashers, modular furniture, carpeting, etc.}. Such equipmen

will be considered as not being permanently fixed to the building if it can be
removed without the need for costly or extensive alterations or repairs to the
building or the eguipment. Eguipment that meets these criteria will be subject
to the 6 2/3 percent eguipment use allowance limitation.

{'\_w.

l’l‘

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

12. Donations and contributions.

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

b. Donated services received:
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fa} The aggregate wvalue cof the services is materzal;

(b) The services are supported by a2 significant amount of the
indirect costs incurred by the non-proiit organization; and

{c} The direct cost activity is not pursued primarily for the
benefit of the Federal Government.

{3) Irn those instances where there 1is no basis for determining the
fz2ir market wvalue of the services rendered, the recipient and The cognizant
agency shall negotiate an appropriate allccation of indirect cost to the
SErviCces.

(4) Where donzated services directly benefit a precject supported by
an award, the indirect costs allocazted to the services will be considered as =z
part of the total costs of the project. Such indirsat costs may be reimbursed
under the award or used to meet cost sharing or matching requirements.

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

C¢. Donated goods or space.

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

(2] The value of the donations may be used to meet cost sharing or
matching share requirements under the conditions described in Circular A-110.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations s0 that reimbursement will not be made.

13, Emplgyes morale, health, and welfare costs,
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Entertainment costs.  ©Losts of entertel nt, including amusement,
diversion, and social actavities and any costs directly associated with such
costs {such as tickets to shows or sports events, meals, lodging, rentals,
transporiation, and gratuities) are unallowable.

5.  Eguipment and other capital expenditures
a. For purposes of this subparagraph, the following definitions apply:

{1y "Capital Ezpenditures” means expenditures for the acguisizion
cost of capital assets (eguipnent, bulldings, land), or expenditures to make
improvements to capital assets that materially increase their value or useful
life. Acguisition cost means the cost of the asset 1lncluding the cost to put iz
in place. Acquisition cost for equipment, for example, means the net invoice
price of the 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 may be included in, or excluded
Trom the acguisition cost in accordance with the non-profit organization's
regular accounting practices.

(2) "Egquipment™ means an article oi nonexpendable, tangible personal
property having a useful life of more than one yesar and an acguisition cost
which equals or exceeds the lesser of the capitalization level established by
the non-prefit organization for financial statement purposes, or $5000.

(3} "Special purpose eguipment” means equipment which is used only
for research, medical, scientific, or other technical activitiss. Examples of
special purpose sguipment include micrescopes, ®-ray machines, Surgical
instruments, and spectrometers. ’

{4) "General purpose eguipment” means edquipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
informaticn technology eguipnment and systéms, air conditioning eguipment,
reproductiorn and printing equipment, and motor vehicles.

b. The feollowing rules of alloﬁability shall apply to eguipment and other
capital expenditures:

.
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14} When approved as & dirsct charge pursuant to paragraph 1. k. (1},
iz, and (37 apove, capital expenditures will be charged in the pericod in which
the esrpenditure is incurred, or as otherwise determined appropriate by and
negotiated with the awarding agency.

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

o

{6} The unamortized portion of any eguipment written off as a result
of = change in capitalization levels may be recovered by continuing to claim the
otherwise allowables use zllowances or depreciation on the sguipment, or by
amortizing the amount to be written off over a period of yszars negotiated with
the cognizant agency.

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

17. Fund raising and investment management costs.

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

b. Costs of investment counseli and staff and similar expenses incurred
selely to enhance income from investments are unallowable. ;

c. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Rttachment A.

18. Gains and losses on depreciable assels.
1} Gzins and losses on sale, retirement, or other disposition of
-

operty. shall be included in the year in which they owcur as
cradits or charges to cost grouping(s) in which the depreciation applicable €O

(W)
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tc) R
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loss resulcs from the failure to maintain permissible
insurance, except as other

~wise provided in Attachment B, paragraph Z2Z.

{d) Compensation for the use of the property was provided
tnrough use allowances in lieu of depreciation in accerdance with paragraph 9.

{e) Gains and losses arising from mass or extraordinary sales,
retirements, or other dispositions shall be considered on & case-hy-case basis.

b. Gains or losses of any nature arising from the sale or exchange of
property other than the property coversd in subparagraph a shall be excluded in
computing award costs. )

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

20, Housing and personal living expenses.
&. Costs of housing {(e.,g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and personal living expenses for/of

the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costis to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencies.

b, The term "officers" includes current and past officers and employees.

21. 1Idle facilities and idle capacity.

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

(1) "Facilities" means land ané buildings or any portion thereof,
equipment individually or collectively, or any other tangible capital asset,
wheraver located, and whether owned or leased by the non-profit organization.
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pAGE DM oF LSS PAGES




oL - sn*“
repzlirs, seLups, i)
The extent ¢ which zhe faci
upt|ng perroc. & multi-shift basic

Ta
rom Ti
el

t4) "Cost of idle facilitTies or idle capacity" msans costs such as
maintenance, repatr, housing, rent, and other related costs, e.g., Lnsuvrancg,
interest, property taxes and depreciation or use allowances.

. The coste of idle facilities are unallowable except to the extent that
{1) They are necessary to meet fluctuations in worklcad; or

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

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

22. Insurance and indemnification.

a. Insurance includes insurance which the organization is reqguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph dees not apply to insurance which
represents fringe benefits for employees {(see subparagrapns 8.9 and 8.3(2)).

1} Costs of insurance required or approved, and maintained,
pursuant to the awzard are allowable.

_ {2) Costs of other Insurance meintained by the organization in
connection with the general conduct of its opexations are allowable subject to
the following limitations: '

{a) Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.
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{2i CTosts of insurance on the lives of trustees, of
other employeas holding positions of similar responsibilities are all
to the extent that the insurance reprasents additional compensation |
subparagraph 8.g{4};. The cost uf such insurance when the organizati
identifiaed as tha beneficiary is unallowable.

] ({1 Insurance against defects. Costs of insurance with
respact to any costs incurred to correct defects in the organization's materials
or workmanship are unallowable.

{g} Medical liability (malpractice) insurance. Medical
liability insurance 1s an allowable cost of Federal research programs only to
the. extent that the Federal research programs involve human subiects or training
of participants in research techniques. Madical liability insurance costs shall
be treated as a& direct cost and shall be assigned te individual projects based
on the manner in which the insurer allocate¢s the risk to the population coverad
by the insurance.

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

() Costs incurred because of losses not covered under nominal
daductible insurance coverage provided in keeping with sound business practice
are allowabie.

(b} Minor lcsses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the crdinary course of
operations, are allowable.

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization
only to the extent expressly provided in the award.

23. Interest.

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit organization’s own funds, however
represented, are uvnalliowable., However, interest on debit incurred after

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

Y
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acguisition of & facility should include, at & minimum, the following:

) % ztaztement of purpose and justification for facility

=9 T

acguisition or replacement
{b} & statement as to why current facilities are not adeguate
{c} B =tatement of planned future use of the facility

(d) 2 description of the'financing agreement to be arranged

for th cility

m
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{e) A summary of the building contract with estimated cost
information and statement of source and use of funds

{f} A schedule of planned occupancy dates

{?) For facilities costing over 3500,000, the non-profit
organization prepares, prior to the acquisition or replacement of the facility,
2 lease/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular R-110, which shows that a financed purchase or capitzl
lezse is less costly to tThe organization than other leasing azlternatives, on a
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipeted interest rates and should be no higher than the fair
market rate available to ths non-profit organizaticon from an unrelated ("arm's
l=ngth") third-party. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
zlternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
include the estimsted purchase price, anticipatéd operating and maintenance
costs {inciuding property taxes, if applicable) not included im the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and mzintenance costs, and taxes not incliuded in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined azbove. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organizaticn directly or as part of the lease
arrangement.
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{5) Reimbursements are limited to the least costly alternative based
or the total cost analysis reguired under subparagraph (p). For example, if an

operating lease is determined to be less costly than purchesing through debz
financing, then reimbursement is limited %o the amount determined if lesasing had
beer used. In all cases where a lease/purchase analysis is performed, rFederzl
reimbursement shall he based upon the least exXpsnsive altgfrnative.

{6i Mon-profit organizations are also subjett to the following
conditions:

{a) Interest on debt incurred to finance or refinance assets
acguired before or reacguired after September 29, 1935, is not allowable.

(b) Interest attributable to fully depreciated assets 1s
unallowable.

(c) For <ebt arrangements over 51 million, unless the non-
profit organization makes an initial egquity contribution to the asset purchase
of 25 percent or more, non-profit crganizations shall reduce claims for interest
expense by an amount sgual to imputed interest earnings on excess cash flow,
which 1s to be calculated as follows. Annually, non-profit organizations shall
prepare & cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts. Outflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
£0 allowable interest expense. The rate of interest to be ussd to compute
earnings on excess cash flows shall be the three month Treasury Bill clesing
rate as of the last business day of that month.

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

(e} The allowable costs to acquire facilities and equipment
are limited to a fair market value available to the non-profit corganization from
an unrelated ("arm's length") third party.
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. The folilowing definizions are t¢ be used Ior purpises of Thle

LaXadXapn:

(1) Re-acguired assets means &ssets held by the non-profit

organization prior to September 29, 1995 that have agaln come to be held Dy
the organization, whether through repurchase or refinancing. It does not include
zesets acguired to replace older assets

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

{3) Zsset costs means the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capzitalized in
accordance with GARAP.

24 TL.abor relations costs. Costs incurred in meintaining satisfactory
relations between the organization and its employees, including costs of labor
management committeess, employee publications, and other related activities are
allowable

=8 1.

25. Lobbying.

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

i1) Attempts to influence the outcomes of any Federal, State, or
local electicn, referendum, initiative, or cimilar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity:

{2} Establishing, administering, contributing te, ©r paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomes of
elections; ’

{3) Any attempt to influence: (i) The intreduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or employse of the
Congress or State legislature (including efforts to influence State or loczl
officials to engage in similar lobbying activity), or with any Govermment
cfficial or employee in connection with a decision to sign or veto enroclled
legislation:

{4) Bny attempt to influence: (i} The introduction of Federal or
State legisletion; or (ii} the enactment or modification of any pending Federal
or State legislation by preparing, distributing or using publicity or
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. The following activizies are excepted from the covarage of

Subparagraph .

"1} Providing a technical and factual presentation of informat on -n
& topic directly related to the performance of a grant, contract or othar
agresment through hearing testimony, statements or letters to the Congress or &
State legislature, or subdivizion, member, or cognizant staff member thereof, .n
response to a documented request (including a Congressional kecord notice
requesting testimony or statements for the record at & regularly scheduied
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof: providaed such information is readily obtainable
and can be readily put ip deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
te vifer testimony at a regularly scheduled Congressional hearing pursuant to a
written request for such presentation made by <he Chairzman or Ranking Minority
Member o0f the Committes or Subcommittee conducting such hearing.

{2) Any lobbying made unallowable by 'subparagraph a(3) to influence
State legislation in order to directly reduce the cost, or to aveid material
impairment of the organization's authority to perform the grant, contract, or
other agrezement.

{2) Any actlivity specifically auvthorized by statute to be undertakan
with funds from ¢he grant, contract, or other agreement.

c. {1} When an organization seeks reimbursement foy indirect costs,
total lobbying costs shall be separately identified in the indirect cost rate
propesal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.3 of Attachment 2.

(2) Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the reguirements and standards of this
paragraph have beszen complisd with.

{3) Organizations shall maintain adeqguate records to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the requirements of this Cirgcular.

{4} Time logs, calendars, or similar records shall not be required
to be created for purposes of complying with this paragraph during any
particular calendar month when: {1) the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and {2} within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records
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d. Executive lobbying c£osts Costs incurred in attempting to

improperly influence either directly or indirectly, &an employvee or gfficer of
the Executive Eranch of the Federzl Government to give consideration or To act

regarding & sponscred agreement or & regulatory marter are unallowable. Improper
influence mearns any influence that induces or tends to induce & Federal employee
or officer to give consideration or to act egarding a federslly-sponsored

agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponsored agreements or contracts. Any excess of costs
over income on any avward is unallowable as a cost of any other award. This
includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary malntenance,
repair, or upkeep of buildings and equipment (including Federal property unless
ctherwise provided for) which neither add tc the permanent value of the property
nor appreciably prolong its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements which add te the
permanent value of the buildings and eguipment or appreciably prolong thelr
intended life shall be treated as capital expenditures (see paragraph 13).

28. Materizls and supplies costs.

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

b. Purchased materials and supplies shzll be charged at their actual
prices, net of applicakble credits. Withdrawals Ifxcm gensral stores or
stockrooms sheould be charged at their actuzl net cost under any recognized
method of pricing inventory withdrawals, consistently applied. Incoming
transportation charges are a proper part of materizls and supplies costs.

c. Only materigls and supplies actually used for the performance cf a
Federal azward may be charged as direct costs.

4. Where federalliy-donated or furnished materials are used in performing
the Federal award, such materizls will be used without charge.
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30, Memberships, sumscriptions, and professional activity costs.

#. Tosts of the non-proiit organization’ s membersnip in business,
rechnizal, and professional organizations are allowable.

-y

. Costs of the non-profit orgarnization’s subrscriptions to husiness,
prf%SSiDﬁdl, and technical periodicals are allowable.

2. Costs of membership in any civic or community organization are

zllowable with prior approval by Federal cognizant agency.

¢. Costs of membership in any country club or social cor dining club or
organization are unallowable.

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

32. Page charges in professional journals. Pagde charges for professional
journal publicaticns are allowable as a necessary part of research costs, where:

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

b. The charges are levied impartially on all research papers pubiished by
the journal, whether or not by federally-sponsored authors.

33. Participant support costs. Participant support costs are direct costs for
items such as stipends or subsistence allowances, travel allowances, and
registration fees paid to or on behalf of participants or trainees {(but not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding

agency.

34, Patent costs.

a. The following costs relating to patent -and copyright maiters are
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent
costs in.connection with the filing and prosecution of a2 United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Govermment; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreemenis {but

42 ~
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Costs in connection with filing and prousecuting any foreign

J
peTent application, or any United 3tat T cation, where the Federal
award does not reguire conveying title or & royaslty-Irse license to the Federal
Soverpment (but see paragraph 45., Royelties and cther costs for use of patents
and copyrights)
25 Piant and homeiand security cocsts. Necessary and reasonacle expenses
incurred for routine and homeland security to protect facilities, persconnel, and

ra

work products are allowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; sequipment; barriers;
contractual security services; consultants; etc. Capital expenditures for-
homeland and plant security purposss are subject to paragraph 15., Eguipment and
other capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award diresctly p ursuant tTo the negotiation and in
anticipation of the award where such cosis are necessary To comply with the
proposed delivery schedule or period of performance. Such cosis are allowable
only to the extent that they would have been zllowablie if incurred after the
date of the award and only with the writiten approval of the awarding agency.

37.

el

rofessional services costs.

&. Costs of professional and consultant services rendered by persons who
are members of a particular profession or possess a2 special gkill, and who ars
not officers or employees of the non-profit organizatiom, are allowable, subject
to subparagraphs b and ¢ when reascnable in relation to the ssrvices rendered

-

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

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

b. In determining the allowability of costs in a particular case, no
le factor or any special combination of factors is necessarily
I

sin
eterminative. Bowever, the following factors are relevant:

1G
=

d

(1) The nature and scope of the service rendered ZIp relation o the
service reguired.

(2] The necessity of contracting for the service, considering the
non-profit organization’s capability in the particular area.

{3) The past pattern of such costs, particularly in the years prior
to Pederal awards.

LN
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¢. In addition to the factors in subparagraph b, retainer £fess to be
allowaple must be supported by evidence of bona fide services available or
rendered

38. Publication and printing costs.

a. Publication costs include the costs of printing (including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs alse include page charges in professional
publications.

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs Lo all benefiting activities of the
non-profit organization.

e

¢. Page charges for professional journal publications are allowable as
necessary part of ressarch costs where:

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

(2) The charges are levied impartially on all research papars
published by the journal, whether or not by federally-sponsored authors.

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

43. Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non~profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.

h
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b. In publications, costs of help wanted advertising that includes color,
includes advertising materizl for other than recrultment purposes, Or 1s
excessive in size (taking into consideration recruitment purposes for which
intended and normal corganizational practices in this respect), are unallowable.

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

d. Where relocation costs incurred incident to recruitment of z new
employee have been allowed either zs an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organization will be reguired to refund or credit
such relocation costs to the Federal Government.

42. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
ascignment (for an indefinite period or for a stated period of not less than 12
months) of an existing employse or upon recruitment of a new employee.
Relocation costs are allowable, subject to the limitation descriled in
subparagraphs b, ¢, and 4, provided that: '

(1) The move is for the benefit of the employer.

{2) Reimbursement to the employee is in accordance with an
zstablishad written policy consistently folliowed by the employer.

(3} The reimbursement doss not exceed the employee's actuzl (or
reasonably estimated) expenses.

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

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

o
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:43 The continuing costs of ownership of the vacant former homs
aftar the settlement or lezse date of the employege's new permansnt home, 3such s
maintenance of Ulldlng° and grounds {exclusive of fixing up expanses|,

tax

{
ut1lities, 25, and property lnsurance.

1%} Other necessary and reasonable expenses nermally incident to

relocation, such as the costs of canceling an unerpired lease, disconnecting and
reinstailing household appliances, and purchasing insurance against loss of or
damages tCo personal property. The cost of canceling an unexpired lease is

Limitved to three times the monthly rental.

¢. Allowable relocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When reloecation costs incurred
incident to the recruitment of new employees have been allowed either as z
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. However, the costs ¢f travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not permitted at the location for any reason and the costs do not include costs
of Zranszporiing household gocds.

d. The foliowing costs related to relocation are unallowable:
{l) Fees and other costs associated with acquiring a new home.
{Z; A loss on the sale of a former home.

(3} Continuing mortgage principal and interest payments on a home
being sold.

{4) Income taxes paid by an smployee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

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

b. Rental costs under “sale and lease back"” arrangements are allowable
only up to the amount that would be allowed had the non-profit crganization
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oTiner . Such lezses include, but ars not il o these beTwesr (1] divisiones
of & non-proiit organizalien; {iiy non-pzofit o:gaui:a:woLu under Commorn SORTrol
:nrough commorn cificers, di;ectors, or members; and (1ii] & non-profit
crgarization and & director, trustee, officer, or key employee of the non-profit
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tox,
orgaplzatlon or his immediate fam11y, eitner directly or through corporations,
trusts, or similar arrangsements in which tThey hold & controlling interest. For
example, @ non-profit organization may establish a seperate corporation for the
sole purpose of owning property and leasing it back to the non-profit
organization.

d. Rental costs under leases which are required to be treated as capital
leases under GARP are allowable only up to the amount {as explained in
subparagraph b) that would be allowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for lLeases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteriz in
subparagraph 23. Unzllowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-preofit
organizaticn purchased the facility.

44. Royezlties and cther costs for use of patents and copyrights.
a. Royalties on & patent or copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights thereto, necessary for the

proper performance of the award are allowable unless:

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

{2) The patent or copyright has been adjudicated to be invalid, or
has been administratively determined to be invalid.

{3) The patent or copyright is considered to be unenforceable.
{4) The patent or copyright is expired.

b. Special care should be ezercised in.determining reasonableness where
the royalties may have arrived at as a . result of less-than-arm's-length
bzrgaining, e.g9.: .

(1) Royalties paid to persons, including corperations, affiliated
with the non-preofit organization. ' '

(2) Royzlties paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that & Federal award would be
made.
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services of the non-profit organization are unallowable funless allowed under
Aztachment B, paragraph 1. as allowable publiz relations cost. Howsver, these
Cn3is are zllowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performance of FTederal programs.

46. Speciatized service facilities.

a. The costs of services provided by highly complex or specialized
facilities operated by the non-profit organization, suck as computers, wind
tunnels, and reacrors are allowable, oprevided the chargss for the services meet
the conditions of either 46 b. or ¢. and, in addition, zake into account any
items of income or Federal financing that gualify as applicable credits under
Attachment A, subparagraph A.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodology that (i) does not discriminate
against federally-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and {ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied costs of the previous period(s).

c. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary circumstances, where it is in the best
interest of the Federal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked ovt with the cognizant
Federal agency.

47, Taxes.

a. In general, taxes which the organization is regquired to pay and which’
are paid or accrued in accerdance with GAAP, and payments made to local
gevernments in liesu of taxes which are commensurate with the local government
services received are allowable, except for (i) tazxes from which exemptions ave
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, (ii) special assessments on land which represent capital
improvements, and {iii) Federal income tazxes.

b. Any refund of taxes, and any payment to the organization of interast
thereon, which were allowed as award costs, will be c¢credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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Ir deciding whether such items are reasonably usable on other work of the non-

profit organization, the awarding agency should consider tThée non-profit
organization’'s plans and orders for current and scheduled activity.

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

b. I7 in a particular case, despite all reasonable =fforts by the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of terminatiom, such costs are generally allowable within the
limitaticns set forth im this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of special tooling, machinery, and is generally 
allowable if:

(1) Such specisl tooling, specizl machinery, or eguipment Ls not
reasonably capable of use in the other work of the non-profit organization,

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

{2) The loss of useful value for any one terminated Federal award is
limited te that pertion of the acquisition cost which bears the same ratio to
the total acguisition cost as the terminated portion of the Federal award bears
Lo the entire terminated Federal award and other Federal awards for which the
specizl tooling, special machinery, ©r equipment was acguired.

d. Rental costs under unexpired leases are generally allowable where
clearly showrn to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

{1} the amcunt of such rentel claimed does not exceed the reasonable
use value of the property leased for the period of the Federal award and such
further period as may be reasonable, and

: {Z} the non-profit organization makes all reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
2lso mey be included the ceost of zlterations of such lezsed property, provided

e,
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2. Jettlement axpenses including the following ars generaily aliowable:

ELcoounting, izgal, clexical, and similar costs rezasonaply

.a} The preparation and presentatlon o the awarding agency of
tiemeEnt ciaims and supporting data with resbect to the ferminated portion of
sze Subpart _ .61 of

sar
the Fedaral award, unless the termination is for defanlt |
Circudar A-110;: and

(b) The termination and settlement of subawards.

t torage, transportation, protection,
and disposition of property provided by e Federal Government or acguired or
produced for the Federal award, except when grantees or contractors are
reimbursed for disposals at a predetermined amount in accordance with Subparts
.32 through .37 of Circular AR-110.

{2} Reasonable costs for

:J‘ t
[+

{2) Indirect costs related to salaries and wages incurred as
t expenses in subparagraphs (1) and (2). Normally, such indirect costs
hbe limited to fringe benefits, occupancy cost, and immediate Supeérvision.

f. Claims under sub awards, including the allocakle portion of claims
which are common to the Federal award, and to other work of the non-~profit
organization ares generally allowable.

An appropriate share of the non-profit corganization's indirect esxpense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is ctherwise consistent with the basic
guidelines contained in Attachment 2. The indirect expense so allocated shall
exclude the same and similar costs claimed directly or indirectly as settiement

expenses.
49. Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-jobk, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, including
training materials, textbocks, salaries or wages of trainees {excluding overtime
compensation which might arise therefrom}, and (i) salaries of the director of
training and staff when the training program is conducted by the organization;
or (ii) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

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

limited to:
(1} Training materials.

{2) Textbooks.
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16) Strzight-time compensation of each empleyee for time spent
trending classes during working hours not in excess of 156 hours per year and
nly to the extent that circumstances do not permit Tne operation of classes or
trepndance at classes after regqular working nours; otherwise, such compensation
is unallowable.

(eIt

as

c. Zosts of tuition, fees, trzining materials, anc tTextbooks (but not
subsistence, salary, or any other emoluments) in connection with full-time
education, including that provided zt the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable tc a total period not teo exceed one school year for esach employee
so trained. In unusual cases the pericd may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specificzlly designed to enhance the efrectiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training materizls, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include these for courses that are part of a degree-
oriented curriculum, which are alicowable only to the extent set forth in
subparagraphs b and c.

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

f. Contributions or donations teo educational or training institutions,
including the donation of facilities or other properties, and scholarships ox
fellowships, are unallowable. ‘

g. Training and education costs in excess of theose otherwise allowable
under subparagraphs » and c may be allowed with prior approval of the awarding
agency. To be considered for approvazl, the organizastion must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the courss or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected to
woIrk. :

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, oI
delivered. These costs are allowable. When such cousts can readily be identified
with the items involved, they may be directly charged as Transportalion costs or

o
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B Trave,; oosts
e General. Travel cousts are the expenses for transporiation, lodging,
bolavence, and related items incurred by smployees who are in travel status omn
ofiicial business of the pon-proiit orgarization. Such Zosts mav be charged on

£

an actual cost basis, on a per diem or mileage basis in liesv of actuzl cosis
incurred, or on & comblnation of the two, provided the method used is applie
an entire trip and not to selected days of the trip, and results in charges
consistent with these normally allowed in like circumstances in the non-profit
organization’s non-federally-sponscored activities.

b. Lodging and subsistence. Costs imcurred by employees and officers for
cravel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reascnable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
policy. 1In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code {“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Administrator of General Services, or by the
Fresident {(or his or hsr designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 31.205-46(a)).

c. Commercial air travel.

{1y Airfare costs in excess of the customary standard commercial
airfare (coach or eqguivalent), Federal Government contract airfare (where
avthorized and available), or the lowest commercial discount airfare ars
unallowable except when such accommodations would: (a) require circuitous
routing; (b) reguire travel during unreasonable hours; (c} eicessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or (e} offer accommodations not reascnably adeguate for the traveler’s
medical needs. Theé non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases. :

[2) Unless a pattern of aveidance is detected, the Federal
Government will gensrally not guestion a nom-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the nen-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b} that it is the non-profit organization’s overall practice
to make routine use of such airfare.

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

o e .Y
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MNOR-PROFTT ORSANIZATIONS NOT BUBJTCT T0O TRIZ CIRCULAR

Adwanse Tethnology Institute (ATI), Charisston, South laroiins
Aerospace Torporavion, D1 3egundo, Calilornia

Amzrican Institutes of Researcn (AIR), Weshington D.C.

Ergonne Malional Lanoratory, Thlcago, Illincls

Atomic Casualty Commission, Weshingtorn, D.C.

Columbus, Shio
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Battelle Memorial Instizute,
Brookhavan National Laboratery, Upton, NHew York
Charles Stark Draper Lahoratory, Incorporated, Cambridge, Massachusetis
CNA Corporation (CTNRC), alexandria, Virginia

vironmental Institute of Michigan, Ann Arbor, Michigan

Georgia Irnstitute of Technology/Georgia Tech Applied Ressarch Corporation/
Georgia Tech Research Institute, Atlanta, Georgia

Hanford Environmental Bealth Foundation, Richland, Washington
11T Ressarch Institute, Chicago, ¥llincis

Institute of Gas Technology, Thicage, Illinotis

Institute for Defense Analysis, Rlexandria, Virginia

LMI, MclLean, Virginia

Mitre Corporation, Bedford, Massachusettis

=

Mitretek Systems, nc., Falls Church, Virginia

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

Oak Ridge Associated Universities, CQak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Resesarch Triangle Park, North Carcolina

Rivarside Research Institute, New York, New York

South Carslina Research Authority (SCRA), Charleston, South Car¢lina
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SOUTLETI Researzn InzunTuie, ELrmingrnan
Southwo s ‘neTitute, San ALToOnRlo, TaXxes
2RI Internataiore., Mernic rary, Tzrziorrniz

hooceleration Lakl,

Urbar Instituie, Washington D.C.

o

Nor-profit insurance companies, suc

Other non-profit organizations as negotiated with awarding agencies

h as Blue Cross and Blue Shield Organization
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Circular Ne. R-1I323
aev‘==' T BLOW cnanghs puniisnsd in the Federel Regisglfer June 27, 2002
zudits of States, Logzl Governments, and Hon-Procfilt OrganizaliOns

T TEE HEZDE OF EXECUTIVE Ll?mNWNmC LWL ESTHELISHMENTS

SUBJECT hudite of Stares, Locel GoveramenLs, and Non-Proflit Organizations
Cireular is issus rEusnt IO thE Zingle Audit Lot
nd the Single Audi st Amendments of 1996, P.L. 104-
rds for omtmln_ng con=*stency and uniformity amcong Fsz
1T

i

[

'Q..
s

of States, 1-oc:a’ governmente, and non-profit

Luthoritv. Circular E-1
I, 1111, and 7561 er seg. of
rdere B24E5 and 11541.

ued under tThe authority of sesctions
, lUnited States (Code, and Executive

i
]
(B
wm
(S|

3. Feccission and Supersessigon. This Circular rescings Circular B-128,
rrudits of State and Local Governments," iesusd April 12, 1585, and supersedes
the prior Circular A-123, “Audits of Insv_-ut=on5 of Hﬂgﬁﬂ? Education and
Other Nonm-Profit Institutions," issued hpril 22, 185%6. For effective dates,
see paragraph 10.

4. Policy. GExcept as provided herein, the standarcs set forth in this
Cireular shall be applied by gll Federal avencies. If any statute

specifically prescribes policies or specific requirements that differ from the
standards provided nerein, the provisions of the subgeguent statute shall
goverT:.

Federal agencies shall apply the provisions of the sectioms of this
Circular to non-Federal entities, whether they are recipients expending
Federal awards receiwved directly from Federzl awarding agsncies, or are
subrecipients evpending Federzl awards received from a pass-through =ntity {2
recipient or another subreciplent) .

ircular does not apply to non-U.S, based entities expending
sceived either directly zs & recipient or indirectly ag a

5. Definitions. The definitions of key terms used in this Circular are
contained in § .105% in the Attachment to this Circular.
€. Peguired Zction. The specific reguirements and respon51b111t¢es of

Federal agencies and non-Federal entitiss are set forth in the Bttachment to
this Circular. Federal agencies

making awards to mon-Federal entities, either direcrly or indiresctly, shall
adopt the langunage in the Circular in codified regulations as provided in
Section 10 (below), unless diffsrent provisions are reguired by Federal
statute or zre approved by the Office of Management and Budget (OMB).

7. DOME Besponsibilities. OMB will review Federazl® agency regulations and
implementation of this Circular, and will provide interpretations of policy
reguirements and 2esistance to ensure uniform, effective and €fficient

implementation. .

8. Information Contact. Further information concerning Circular A-133 may
be obtained by contacting the Financial Standards and Reporting Branch, Office
‘of Federal Financial Management, Cffice of Management and Budget, Weshington,

'DC 20503, telephone {202} 385-393 : . '

)
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The standards aset forth in this Circular that Federal agencie
apLliy o non-PFederal entities shall be adopted by Federal agsncies
regulacions not later than €0 days after Hubll:a ion of this final revision
in che Faderal Register, so that they will apply to audits of fiscal yezars
beginning after June 30, 1996, with the exception that §  .305(b} of the
Atrachment applises to audits of fiscal yzars beginning afrer June 30, 1998.
The reguirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-133 remain in effect for audits of {iszal yezars
beginning on or before June 30, 1996,

The revisions published in the Federal Register June 27, 2003, are
effective for Zizcal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definition of
oversight agency for audic which is effective July 28, 2003.

Augustine T. Smythe
Acting Director
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Y o3 Definitions
Sapperc B--Rudits
200 Budit =
—.zos Basis stermining Fedsral awsrds expendsd
210 Subrecipient and vendor dezerminacions
T ozis Kelation tc other audit reguirements.
T zzo Frequency of audits.
225 Sanctions.
230 Audit costs.
235 Program-specific audits.
Subpart T--AZuditees
_ 300 huditee respomsibilities.
305 Euditor selectiom.
310 Financizsl statements.
__.21% Audit findings follow-up.
L3220 Report submission.

Subpart D—-Federél Agencies and Pass-Through Entities
_..400 Eespongibilities.
__.405 Management decision.

Subpart E—rAuditoﬁs,

__.500 Scope of audit.

___.508 Zudit reporting.

510 ABudit findings.

___.515 Audit working papers.

__.5z20 Mzjor program determination.

__.5z5 Criteria for Federal program risk.
530 Critéria for a low-risk anditee.
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Zppendix A to Part _ - Dats Collection Form {Form SF-SRC) .
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AZppendix E to Part = - Circuler 2-133 Compliance Supplemant.
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Subpart h--General
§ L1006 Purpose.

scandards iri
~ne audit oI pon-Fader

Audites means any non-Fsderal entity -hat axpends Faderal awards which
¥

must be audived und=r

Auditor means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GAGHMS]. The term auditor doss not include internal auditors of non-profit
organizations.

Audit finding weans deficiencies which the auditor is required by
§ .510(a) to report in the schedule of findings and guestioned costs,

CFDA number means the number assigned to a Pederal program in the
Cataloag of Federal Domestic Agsistance (CFDA).

Cluster of nrograms means a grouping of cleosely related programs that
share common compliance requirements., The types of clusters of programs ars
reszarch and development (R&D), student financial aid (SFA), and other
clusters. “Other clusters® are as defined by the Office of Managewent and
Budget {(OMB] in the compliance supplement or as designated by a State for
Federal awards the State provides to its subrecipients that mest the
definition of a zluster of programs. When designating an "other cluster,* a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance reguirements applicable to the cluster, consistent
with §  .400(d) (1) and §__ .400(d) (2}, respectively. A c¢luster of programs
shall be considered as one program for determining major programs, as
described in §  .520, and, with the =xception of R&D as described in
§_.200(c), whether a program-specific audit may be elected.

Cooni.zant agencv for audit meang the Federal agency designated to carry
out the responsibilitiss degcribed in § .400 (a) .

Compliance supplement refers to the Circular A-133 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents as
OME or its designee may 1lssue to replace it. This document is available from
the Goverrnment Printing Office, Superintendent of Documents, Washington, DC
20402-9325. .

Corrective action means action taken by the auditee that:

{1} Corrects identified deficiencies;
{2} Produces recommended improvements; or

{3) pemonstrates that audit findings are either invalid or do not
warrant audiiee action.

Fedaral agsncy has the same meaning as the L=rm a2gency in Section 351(1)
of title 5, United States Code.

¥aderal award meansg Federal financial assistance and Federal c
reimbursement contracts that non-Federal entities receive directly £
faderal awarding agencies or indiresctly from pass-through entities.
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Federz? awerdine agency means the Federal agency that provides an award
girectly To Lne recipient ’ :

Federal fonapcizl asgisrance means Zsgfisrance that norn-Federsl enrtitles
repeive .or administer in the form of grants, loans, loan guarantees, propeErty
{inciuding donated surplus propsrtyl, cooperative: agreements, interest
subsidies, insurance, focd commodities, direcot appropriations, anc other
aseisgcance, but does not include amounts received as reimbursement for
services rendered tc individuzles as described in § .205(h) and § .205(4) .

Federz) program means:

(13 211 Pederzl awards Lo ‘a non—Federa“ encity assigned a single
number in the CFDE. - S

{2} When no CFDE number is assigned, all Federal awards from the same
agency mads for the same purpose should be combined and considered ons
Program. '

(33 Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The typess of clusters of programs zre: . .

(i} . PResearch and development (R&D);
(ii) . Student. f-nanc*al ald (SFA)* and’
{iii) *Other clusters,’ &s described in the defln;tﬂon of CWusteI

i
of DTograms in this =zection.

QLGRS means generally accnptﬂd government audw'lnu s;anJa*ds 1ssued by
the Comptroller Géneral of the United "States)” which are app?zcable o
financial-audits.

Generally accepted accounting principles has the méaniﬁé'épééified in
generally acvepted auditing standards issued by the Ame*lﬂan TnsttutE of”
Certifiegd PublAC Ecoountants (AICPR) . S o g

Tnd¢an tribe means any Indian tribé, band, nation, or "other organized
group or community, including any zlaskan Native wvillage or regional or
village corporation-{as defined in, or ‘established umder, the Alaskan Natiwve
Claims Settlement Act) that is recognized, by the Unlted S ates 2s eligible fcr
the specﬂal programs and services provided by the ‘Tnited States to Indians
because of their status as Indians:

Interpal control means a pProcess, eFfectad by an ent: ty & management and
other personnel, desigmed to provide 1easonable assuran”e ragardlng the
achievement of objectives in the follow1ng categorles S

S

(1} Effectiveness and eff1c1ency OTVOPE at1

ns,_ . .'. n .

_(?) Reliability of finzncial reportingt aﬁa 

”‘Compiﬂance with anplmcab'e laws and regulations.

Internal contrgl pertzininc to the compllance reculrements for Federal
proorams -(Internsl comtrol over Federal programs) means a process--eifscted by

. o




management and owner personnel--designed Lo Drovios razusconab.s
3 <ne achisvement of the fg.lowing objectivas Zor FPeasral
I Transafstions aye properly recorded and accounted for o

iyl Maintain acgcountability over assets; and

{iii) Demonstrate compliance with laws, regulations, and other
compllance raguirements;

(21} Transactions are executed in compliance with:

(1} Laws, regulations, and the provisions of contracts or grant
agresments that could have a direct and material effect on a Faderal program;
and :

(ii) Any other laws and regulations that are identified in the
compliance supplement; and

12, Funds, property, and other agsets are safeguarded against ioss
from unauthorized use or disposition.

Loan means a Federal loan or lcan guarantee received or administersd by
a neon-Federal entity.

Local government means any unit of local government within a State,
inciuding a county, borough, municipality, city, town, township, parigh, loczal
public authority, special district, school district, intrastate distric:,
council of govermments, and any other instrumentality of Jocal government.

Mzior program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
§ .215(cy.

Management decision means che evaluation by the Federal awarding agency
or pasg-through entity of the audit findings and corrective action plan and
the igsuance of a written decision as to what corrective action is necessary,

Non-Federal sntity means a State, local government, or non-profit
organization. ;

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that: .

(1) Is operated primarily for scientifie, educational, service,
charitable, or similar purposes in the public interest;

{(1i) 1Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2} The term non-profit organization includes non-profit institutions
of higher education and hospitals.
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agency with the predomimant indirect _

responsinilities. The duties of the oversight

In B .4D0(B) . o o
Effective July 28, 2003, the following is added to this definition:
L Federal agency with oversight for an abditee may reassign oversignt to
another Federal agency which provides substantizl funding and agress zo
be the overesight agency for audit. Withio 30 days after any -
rezgsignment, both the old and the new oversight agency for audit shall
notify the awditee, and, if known, the audito: of the reassignment."
FPass-through entitv mMeans & non- Fndercl enti Ty that prov;deo & Federal

award To & subrefipient to carry gwt a Federzl program.

Frogram—-specific audit mezns an audit oF one F&de*:l program as provided
for in § .200{c) and & .225.

CQuestioned cost means a cost that is guestioned by the auditcr Because
of an audit finding: ' ' K

{1} Which resulted from a violation or possible viclation of a
provision of a law, regulation, contract, grant, ccoperative agreement, or
other agreement or document governing the use of Federal funds, ‘including:
funds used to match Federal funds; o ' S TR 5

(23 Whnere the costs, atmihé_fimé df the audity-afé'notJéupported by
adeguate documentation: orf B T ST TR e e e e

(3)  Where the costs incurred appéaf'uﬁreasonab £ and do not reflect
the actions a prudent perscn would ‘take in the circumstances. : -

Rec191ent means & non-— Federal nnflty that ‘expends Federal awards
IeCElVEd directly from a Federsl. awardlng agency to carry out’ a-Tederal
program. vt .

Resegrch and development {R&D) means all resezrch activities, both basic
and applied, and. all. development act1v1tles that are performed by a non-
Federal ‘entity. :Research is defin&d as’ 'ystematlc study directed toward”
fulier scientific: Pnowledge or understandlng of the subject sthdied.. The. term
research also ipcludes zctivities wnvolv:.ng the Lralnlng of 1nd1v1duals in
research techniques. where such activities, ut;llze the same facilities as. other
resedrch and development activities dnd wh e sich activities are.not .included
in ‘the-instruction .function, Develonment the systematlc use of knowledge
ang understandlng gained from *esearc_ '
useful materizls,- dev;ces,_systems, feka methods, 1nclud1ng d351gn-and
deveTOpment of pro*otypes and processes. ' IR

ta

-+ -State means. any State of the Unlted Suates, the District of Columbia,
t,e Fommonweﬁlth of. Puert o‘ngq,._he Virgin Islands, Guam, American Samoa, the
alth.of ;he Northern Maiianan:slands, and the Trust Territory of the
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Student Pirapciad Bid (STA) includes

es thoss programs of general sTudent

suchk as zhose authorized by Title IV of the Higher Education Azt
amendad, (20 0.3.C. 1070 2t _3eqg.) which is administersd by the

pariment of Education, and similar programs provided by other Faderal

It does no: include programs whicn provide fellowships or similar
awards o students on a compeiitive Desis, or for specified studies or

Subrecipient means a non-vederal entity that expends Federal awards
received from a pass-through entity to carry out a Faderal program, but doss
not include an individual that is a beneficiary of such a program. A
subrecipient may also be a recipient of other Federal awards directly from 4
Federal awarding agency. Guidance on distinguishing hetwegen a subrecipient
and a vendor is provided in § _ . 210.

Tvpes of compliance reguirements refers to the types of compliance
requirements listed in the compliance supplement. Ezamples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmarking; and,
reporting. -

Vendgr means a dealer, distributor, merchant, ¢r other seller providing
goods or services that are required for the conduct of a Federal program.
These dgoods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additicnal guidance on distinguishing
between a subrecipient and a vendor is provided in §  .210.

Subpart B-—-Audits
s . 200 tudit requirements.

(&) budit reguired. HNon-Federal entities that expend $300, 000
($500,000 for fiscel years ending after December 31, 2003) or more in a year
in Pederal awards shall have a single or program—specific audit conducted for
that year in accordance with the provisions of this part. Guidance on
detarmining Federal awards expended is provided in §_ _ .205.

{b) Single audit. Mon-Federal entities that expend $300,000 ($500,000
for fiscal years ending after December 31, 20063} or more in a year in Federal
awards shall have a single audit conducted in accordance with §  .500 except
when they elect to have a program-specific audit conducted in accordance with
paragraph (¢} of this section.

{c) Program—specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §__ .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the casa of a subrecipient, approves in advance a program-specific audit.

{d) Exemption when Federal awards expended are less than $300,000
(5500, 000 for fiscal vears ending after Decempber 31, 2003). HWon-Federal

8
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§ 205 Basis for determining Federal awards expended.
=S Dertermining Federesl awgrde expended. The determinztion of when an
zward i1t expended should be babgd on when the activity related to the award
LCcurs. GEJ&Tallj, the dcr 1 vity pﬂrta;ns "to évents that reguire the non-
Federzl entity to comply with laws, regulations, and the provisions: of
:ontracts or grant agreements, such as: erpenditure/expense transactions
zgsociated with grante, cost-reimbursement contracts, cooperative agveﬁmnnt
and direct approprﬂationd; the disbursement of funds passed through to
suprecipients; the use of loan proceeds under loan and loan: guarantes

programs _he receipt of property; the *ece1pt of surplus p*operty, the
receipt or use of program income;- the distribution or consumpticn ¢f food

commodities; the disbursement of amounts entitling the non- Federal enhlty to
an ~nte'est subsidy; and, the perlod when insurance i1s in force, :

(o) Icanh and loap cuaraniees (loans Since the Federal Government is

at risY for loans until the debt is repaid, the following gLidelinos shall be
used to calculate the value of Federzl awards ezpended under loan Drog*amsf-'
except &s noted in pafagraphs {c) and (d) of this section:

(1) Vazlue of new loans_made'or received durﬁng Lhe fpscal YE&I;
rplus

(2) Bazlance of WOans 1crom p*evwous yE&

zars for which the Federsl
Government imposes continuing compliance requlremerts; plus ‘ : B

(31 Bny interest subsidy, cash, or administrative cost allowance

{c) Loan and loan guaranitess (loans) at institutions of higher
educaiion. When loans are made Torstudents of ap institption of nigher
education but the institution does not meke the loans, then only the value of
loans made during the year shall be con51dered Federal awards expended in that
year. The bulanre of loans for previcus yegars is not included as Federazl
awards expendad because the lender ‘accounts for the prior balan”es

1d) Pricr loan and loan guarantees !loans). Loans the proceeds‘of
_whlch were received and expended dn prlbr years, are not Pon51dered Federal
awards expended under this part when the laws, regulations, afid the provisions
. of contracts or grant agreements pertalnlnc to such loans _mpose no centinuing
compliance requirements oth=r +han to repdy the loans .

= Endowment funds The cumulative balance of Federal awards for
endownent funds which are fede?al_y restricted zre considersd awards expended
in each yéer in which Lhe funds are stlll restricted. :

e ‘)_' Free rent. ree- rent Ve”e;ved by itself is not considered =
Fede g1 awerd expended under *h's part hownv ex, free rent :eceiyed as pert
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Jeluing non-gcagh agsistange, rFederal non-cash zssistance, such as
-, Toond stamps, food commoeditlies, donated properTy, 2r donatsd surolus
shell ne valved at faly market value at The tme £l recelipt or th2
vaive oprovided by the ¥Federal agency.

r providing
t ¢ considered

1 awards expended under this part unless a State reguires the funds o
a

Tid Medicaid. Medicaid paymenis to a subreci
care services to Medicaid =iigible individuals a

ted as Federal awards ezpended because reimbursement is on a cost-
sement basis.

{3) Certaip loans provided by the National Credit Uniomn
Administration. For purposes of this part, lcans made from the National
Cradit Union Share Insurance Fund and the Central Liquidity Facility tcheat ar
funded by contribuvtions from insured institutions are not considered Federal
awards expended.

e

3 :

s .210 Subrecipient and vendor determinations.
(a) General. &n auditee may be a recipient, a subrecipient, and =z
vendor. Federal aswards expended as a recipient or a subrecipient would be

subject to audit under this part. The payments received for goods or servicss
provided as a wvendor would not be considered Federal swards, The guidance in
paragraphs (b) and (e) of this section should be considered in determining
whether payments constitute & Federal award or a payment for goods and
services.

{1 Federal award. Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Determines who is eligible to receive what Federal financlal

¢

(2 Has its performance measured against whether the objective
= g J
of the Federal program are met;

(3) Has responsibility for programmatic decision making;

{4) © Has responsibility for adherence to applicable Federal
program compliance requirements; and

(35) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
rass-through entity.

{c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services received by a vendor are when the organization:

{1 Provides the goods and services within normal business
operations;

10 ATTACHMENT ... &
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rovides goods or services Thel are antilliary to The
sperzTich of The Federzl program: and
tE I noi supsect Lo compliance reguirensnts of The Federsl
progran.
id Use of “udagment ir meking determinetion. There may be unusuzl
lrcumstances oI enceplions 1o “he listed characteristics. In'making the
determinatiion ¢f wherher a subrecipient or vendor relationship exists, the
substance of the reletionship is more important than the form of the
agreement. It 1s noit expected that zll of the characteristies will be present

and judgmert should be used in determining whether an entity is a subrecipient
cr vendor.

(e} For-profit subrecipient. Since this part does not apply to for-
prof:t subrecipients, the pass-through entity is *esponsibl@ for establishing
Tequirements, as necessary,.to ensure compliance by for-profit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliznce requirements and the for-profit subrecipient’'s compliance :
respongibility. Methods to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during the
contract, and post-award audits. : g :

(1) Compliance respongibility for vendors. In most casss, the
auditee's compliance responsibility fer vendors is only to ensure that "the .
procurement, receipt, and-payment fcr goods and services comply with laws,
regulations, and the provisions of contractis of grant cg*eemonts,' Program
compliance reguireéements normally deo not pass through to vendcrs. ' However, the
aucitee is responsible  for ensuring compliance for veqdof transactions which
are structured such:that- the vendor is vespon51b1e for program compllaqce or:’
the vendor's records must be reviewed to detesrmine program’ compliince. Elso
when these vendor transactions relate to a major program, the scope of the
audit shall ineclude determining whether these transactions.are in compliance
with laws, regulations, and the provisions of contracts or grant agreements.

& .215 Relarion to other audit requirements.

(2) andit under this part in lieu of other audits. An zudit made in
accordanee with this part shall be in lieu of any financial audit reguired
under individual Federal awards. To the extent this audit meets a Federal
agency’s meeds, it shall rely upon and use such audits. . The provisions of
this part neither ‘lmlt the authority of Federsl agenc1e5, ¢nclud1ng their.
Inspeciors General, '6r BAQ to conduct or arrange for additiomnal audits {e. g
financizl aud;ts, performnnce ‘audits, evaluaticons, 1nspect10f, *or TEVlEnS)
nor authcrize any dgtidifeé to constrain Federsl agencies. from carrying out!
edditional audits. Any additional audits shall be planned aﬂd performed-ln
such a way as to bulld upon S work' performed by other. auditor= . '

(b Federal agency: fo pav _for additional uud ts.' A Federal agency
that conducts oz CODT?QCLUMFOI additional audits shasll, censistent with other
‘applicable Iawc and'vegulaulons arrange for funding the full cost of -such
addic .
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and 4% the Iiscal wear o e audizied. The

wiIn tis audiior, snould promutly respond 1o such
Tegue g 2ral agenhcy whether the program would oinsru.se e
andliad a: a sing the risk-based audit approach descriped In
§__ .820 and, 2 estimated Lncremental cost. The Federal agency
sticli “hean prompily conifizm Lo the auditze whether 2t wants The program
aud.%ed as 3 major program. If the program 18 Lo ne avdived as & manny
program based upon this Federal agency raguest, and the Federsl agency agraes
Lo pay The full incremental costs, then the auditee shall have the program

sudited as a major program. 2 pass-through entity may use the provisions of
©n.s paragraph for a subrecipient.

5 .220 Frequency of audits.

Except for the provisions for biennial audits provided in paragraphs (a)
and (b) of this section, audits reguired by this part shall be performed
annually. Bny biennial audit shall cover both years within the biennial
period.

=] 2 State or loceal government that is required by constitution or
statute, in effect on January i, 1987, to undergo its audits less frequently.
than annually, is permitted to undergo its audits pursuvant to this part
piennially. This reguirement must still be in effect for the biennial period
under audit.

(b} Any non-profit corganization that had biennial audits for all
biennial periods ending between July 1, 1992, and January i, 19%5, is
permitted to undergo its audits pursuant to this part biennially.

8§ .225 " Sanctiomns.

No audit costs may be charged to Federal awards whep audits required by
this part have not been made or have been made but not in accordance with this
part. 1In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such as: '

{a} Withholding a percentage ©of Federal awards until the audit is
completed satisfactorily;

(h) Withholding or disallowing overhead costs;
(c) Suspending Federal awards until the audit is conducted; or
{d) Terminating the Federal award.

& . 230 Audit costs.

(a) Allowable costs. Unless prohibited by law, the cost of sudits
made in accordance with the provisions of this part are allowable charges to
Federal awvards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with tThe provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FRR) (48
CFR parts 30 and 31}, or other applicable cost principles or regulations.

12




Tid Tne cost of eany saclt ungsx
of TeGl ¢ ULE,T. TR0 e osec Lot conducted

2 The cest of audising & non-Federszi entzty whzcoh nes Fe
awerds expended of legs than 35 500,000 for Fiscel yezrs ending
December 31, 2003) per vear and e rxemp{ed undezr § .200(d) fr
nev.ng &l audit conducted un e Howevey, thic does-not prohib
pess-~througn entity from cha awardes for the cost of limazted
audits TO mMOnitor 1ts subreciplients il azcercance with §  .400(d) (2),
provided The subrecipient does not Leéve a singie audit. For purposes of thiis
wart, limited scope audits only include agreed—uponh pTOﬁedureB eEngagements
conducted 1n accordance with either tne RICPE’s generally asccepted auditing
standeards or attestation standzards, that are peid for and srranged by & pass-
through entity and address only one cor mores of the following types cof
compliance régquirements: activities zllowed or unallcwed: zllowable
costs/cost principlés; eligibility; matching, level of effort, earmarking:
end;, reporting. . ' ‘ :
§  .235 Program-speacific zudits.

{a) Progfam-specific audit guide available. In many cases, a Drogram—

specific audit guide will be avzilable to provide specific ‘guidance to the
auditor with respect to intermal contyol, compliance reguirements, suggested
audit procedures, and audit reporting requirements. The- aUd110Y should
contact the Office of Imspector General of The Federal aonncy to determine
whether -such a ‘guide is-available. When a currenf program- specifidé audit -
guide is avaﬂlable, the aunditor shsll foilow GAGASLand 1'h& gulde when
perFormlng a program—spec;flc audit.

{(b) P*OGTam*SDElelC audﬂt cuide not ava;Wabl ) (l) ~When & Drog*amf
specific audit gulde ig not available, the uudﬂtee and udﬂtor shall have
basically the same'responsibilities for the. Federal programnas they would have

for an audit of &° ma]or pvog*am in a =1ngln audltd

{2} _'Ibe audltee shall prepare tne;flndhéiai'statement(5} for the
Federzl program that includes, at a minimum, 2. schedule of expenditures of
Federal awards- for-the’program and notes that desgriibe the significant
accounting policies’ §sed in préparing the schedule, & summary schedule of
pricr audit f*ndlngs consistent with the re qul*ements of " g B 315(b) and &
corréctive dctlon plan consistent with. the requirements of §___.315(c oy

(3] The auditor shall: - . s

(i)  Perform an audit of ‘he flnanﬁlal ‘statément (s} for the
program L. cordance withi GAGAES:

m
1]
Q.
m
H
[\
h

Ob ain an understandlng ff lDLEIDﬁl Pon+rol and”
Vlth the

'EQL¢I°mED+5 of §

500{:} for a majGI program,

- {1ii) - Perform procedures to QEtermlne whether the” auqlten
Hes complied With laws,mregu1at‘ons, and the provigions of contracts or grant
agreements that cbuld hgvera direct and materidl effect on the Federal program
Consistent w1th;the, eguirements of § . :OO(d) for a2 nmjex program; &and
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=, a ; a4s &
des “hat e SumMmary sthedule of
the sfzzZus of any prior audit Zinding in accordancs with The
bS] .500 (&)

{43 The suditor's report{s}) may b2 in the form of either
rombined or separate reports and WMay be organized differently from the manner
prenented in this s2ction. The auditor's renorts) shall state that the avdit
wWwas conducted in accordance witn this part and include the following

(i} bn opinion (or disclaimer of opinion} as to whether

the financial statement{s) of the Federal program is presented fairly in all
marerial respects in conformity with the stated accounting policies;

(ii) A report on intsrnal control related to the Federal
program, which shall describe the scope of testing of internal control and the
results of the tests;

{iii) A report on compliance which includes an opinien (eor
disclaimer of opinion) a&s to whether the audites complied with laws,
regulations, and the provisions ¢f contracts or grant agreements which could
have a direct and material effect on the Faderal program, and

{iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the auditor's results relative to
the Federal program in a format consistent with § _ .505(d) (1) and findings
and guestioned costs consistent with the requirements of §___ .505({(d) (3}.

(c) Rewort submission for program-specific audits.
{1) The audit shall be completed and the reporting required by paragraph
() (2)Y oxr (c) (3) of this section submitited within the earlier of 30 days after
receipt of the auditor's report(s), or nine months after the end of the audit
period, unless a longer period is agrezed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor's

report(s), or 13 months after the end of the andit period, unless a differsnt
period is specified in a program-specific audit guide.} Unless resiricted by
law or regulation, the auditee shall make report copies awvailable for public

inspection.

(2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §  .320(b), as applicable to 3
program-specific audit, and the reporting reguired by the program-specific
audit guide to be retained as an archival copy. 2lsc, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
reguired by the program-specific audit guide.

{3 Wnen a program-specific audit guide is not available, ths
reporting package for a program-specific audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2} of
this section, and the auditor's report{s) described in paragraph (b} {4) of
this section. The data collection form prepared in accordance with

14 - Ei
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£ 220Dy, acs npp LErEl- S,
TEDCILING Lackage sh =C¢ To thg
Ly TME to DE retéin ; o gl copy. 7
Tingings and guestionec coste dirsclosed agdot
¢f prior audit findings reporied Lhie sTeTus
shall supmit one copy of Lhe rEporting paoka
penelf uvi the TFeairal awarding sgency, -GI dix
inm tne zzse of & Subrecipient. Instesd of
the pzgs- _n*ouub hﬂvﬁtv Wwheh & subrecipient

i ckage To the pasg-ihirough entity,, 1

Lo the pass-through ertity, ceoncistent with the

requirements ofHS___.320(e)( ). k suprecipient meay sublil & copy of the
IEepCriing package to the pass-through entity to comply with this notification
T=-f.]i_p-~f°1'nfant

(d} thef sections of This part mev appli. - Program-specific audits
are subject to § _ .100 througn §__ .215(b), § _ (220 through § _ .230, .
§  .300 through §_ .305, § 3215, '§ 32D(f)_-hrougf 5 320(j), § - .400
through § 1405, §____510 through §___ 515, and other: referen;éd provisions

of this part unless contrary to the provisions.of this section, & program-,
specific audit guide, or program laws and regulations. ‘

Subpart C--Zuditees
s .300 - Anditse responsibiilities,

Tre audites shall:
(&) Identify, in its accounts, all Federal awards received and

erpended and the Fsderal programs under which they were received.  TFederal
program. and ajard identification shqll ‘includey; applicable, the CFDA title

and numbbr,‘award Bumber and year, name of.the,.F agench nameé of the
pazs-through entity. : S T ' - S
{b} . Maintain internal control OvVer’ Federal.programs;ﬁhét proy;desi

reasonable - assuvance that the audltee is managlng ) . S DU
Federal awards in compliance with lnws,““egulatlons,—and the provisions of
contracts or grant agreements that dould have a matexlql effect om each .of its
Federal” programs : : - -

[c) CDmply with laws, gula”"ons,

grant agvenments related to cach of .its’ Veder 1

.

{e) Ensure that the audits requlred_by th*s part are properly
performed: and submltted when. due. itensions to the.report submission
due date requ'red by §: .. 320(a) are grdn'e ‘he cogn1zant_03-overs¢ght
agency for aligi
-and ‘each pass

F"h

) ) Follow. up and take correctlve achlon on andits f?nd’ngs, lnc 
DErE o a- Qummaxy schedu_e of prior augdit nd1ngs and a ﬁorrectlve
i 315(b).and § . .31%(c), _3spect1vely.

'd-se1ectidn.
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e Audizor wrocusement. In proturing awd.t fer- gg, sudllaes
Tn.iow the prozureamans standards prescribed by Lhe Srants Manzgement IO
Pu,a ineveinaf-er refarrad to as the “"2-10Z Tommon Ruie” . pubilished Max
L4948t and anended April 1%, 1295 {inszrt aporopriaite TFR cozation?, Tirz
A=110, "Uniform bdministrative Requirements Ion Grants and Agrzements w
Tunstiiviions of Higher Education, Hospitals and Otner Non-Prolit
Organizations,” or the FAR (48 CFR parti 4Z), as epplicable [JOMB Circulars are
available from the Office of Administration, Publications Office, room 2Z00,
Mew Erecutive Office Building, Washington, DC 20503}. wWhenever possible,

auditeszs shall make peositive efforts to utilize small businesses, minoxrity-
ownaed firms, and women‘*s businasg enterprises, in procuring audi: servicas as
stated in the A-102 Common Rule, OME Circular A-110, or the FAR (48 C{FR part
421, as applicable. In reguesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considersd in evaluating each proposal for audit services include the
responsiveness to the regquest for proposal, relevant experience, availability
of staff with professional gualifications and technical abilities, the resulcs
of external guality control reviews, and price.

(b} Restriction on audifor prenarina indirect cogt propogals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be gelected to perform the audit required by this part when ths
indirect costs recovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
whizh the resulting indirect cost agreement or cost allocation plan is used to
racover costs. To minimize any disruption in existing contracts foxr audit
services, this paragraph appliss to audits of fiscal yvears beginning after
June 20, 1998.

.

{ci Use of Federal auditors. Federal auditorg may perform all or part
of the work reguired under this part if they comply fully with the
regquirements of this part.

§ L2190 Financial statements.

ta) Financial statements. The auditee shall prepare financisl
statements that reflect its financial position, resulis of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the reguirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §  .500{a) and prepare separatz financial statements.

(b) Schedule of expenditures of Pederal awards. The auditee shall
also preparsz a schedule of expenditures of Federal awards for the period
coverad by the auditee’s financial statements. While not reguired, the
auditee may choose to provide information requested by Federal awarding
agencies and pags-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for sach award year geparately. At a
minimum, the gchedule shall: :

(1) Ligt individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual' Federal
programs within a cluster of programs. For R&D, total Pederal awards expended
shall be shown either by individusa}l award or by Federal agency and major
subdivigion within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services,
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(3 rrovide totel Federal awards expended Zor eaon individual
Fedsrsl program and the CFDRE number of other identifying Pumgsz‘wh&n wag CFDE
irformacion e not available. : o :

{4} Include notes - That the significant accounting
poliicies used in preparing the schedule,

5} Tc the extent practical, pass-through entities.should
identify in the schedule the _o:al amount provided to suDrec“pﬂentﬁ from each
Federal program. :

(¢) Include, in either the schedule or 2 note to the schedule,

the value of the Federal awards expended in the form of non-cash assistance,
the amount of insurance in effect dur1ng the year, and locans or loan .
guarantees outstanding at year end, - While: not reguired; It is preFerable to
present- this. information in +he scn dule o ‘
5 2315 . eudit findings followéup. ‘ o
(&) Generzl. The auditee is respomsible. for follow-up and corréctive
action-on all audir findings. As part of this responsibility, the auditée
shall prepare a summary schedule of prior” andit’ Ffindings.. The audites shall
alsc prepare. a corrective nctlon plan for ‘current year audit, findings. , .The
summary schedule of prior audit tindisigs ‘and the corrective action plan 5ha71
include the refe*ence numbers the audltor azesigns to audit findings under:
§  .510(c). Bince the summary schedule may ‘include audit findings. From.ﬂ_r '
multip‘e years, .it shzall ¢nclude the‘f scal year in whlch the~F1ndlng )
ini tﬂally occurved 3 S

(b) Summarv schedule of DrioT audit Fﬁndlnqs ~The summary- schedule. of
prior audlt findings sball’ report’” the “status of all v audit findings, 1nclud=d in
the prior audit's schedule of Flndlngs and ‘ghiestioned coste .relative-to
Federal awards. The summary schedule shall also include audlt findings.
reported-in the priocr awdit's - summary schedule of prior audit findings ﬂxcept
aundit findings listed as corrected in’ accorfance with: paragraph (d) (1) of this
secticn, or no longer valid or not warranting further action in accordance .
with’ paragraph (b) (4) of this sectiond '

(1) When audit flnﬁ‘ﬁgs were “Cully corrected,  the summary
schedule nsed only ligy the audit findings and state that correct;ve action
was tak -

(2) When audit flndlngﬂ weTe mot corrected or ‘were! DnTy
partially corrected, the summary schediile “Ehall ‘describg the planned
cdorrective action as well as any partlal cor*actﬂve actlon tdken

(3) When correctlve ‘attion taken is s;gnlxlcantly different from
corrective action previously reported, in corrective action- plan or. in the
Federal agency's or pags-thzough.entify s anagemﬂnt deﬁls;on, the Bumnary
schedule shall provﬁde an exp*ana+ on., . ST ALE e

- Wif" ‘When the audlteewbe11EVES'phe audit Ilndlngs are rc longer
valid or do not warrant further actiom; the reasons for ¢ pocltlon shall ‘be
described in the summary schedule. "B valid reason for cofisidering an audit.

finding as, not wﬁ:*ant1ng further "action, 15 that all of the following have
occu**ed? Lo

audit report in which




ine Tindipg occurred wes submizted o wne Federal shi=arinshouss:

(11} The ®

ncy oy pass-ithrough 2ntiIiy 15 nod
Turrently folliowing up wot on

th the audit Iinding; and
1iii; B management gdecision was not issued.

fc Corrective acpion plan. At the completion of the aundit, the
auditee shall prepare a corrective action pian -o address each audit Zinding
included in the current year auditor's reports. The corrsctive action plan
snall provide the namefs} of the contazt personis) responsible for corrective
action, the corrective action planned, and the anticipated completion date,

action is not reguired, then the coxrsctive action plan shall include an
2¥xplanation and specific reasons.

5 .320 Report pubmission.

{a) General. The audit shall be completsd and the data collection
form described in paragraph (b) of this section and reporting package
described in paragraph (c) of this section shall be submitted within the
garlier of 30 days after receipt of the auditor’'s reportl(s), or nine months
after the end of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. {However, for fiscal
years beginning on or before June 30, 1398, the audit shall be completed and
the data collection form and repeorting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report{s}, or 13 months
after the end of the audit period.} Unless restricted by law or regulation,
the auditee shall make copies available for publiec inspection,

(b) Pata Collectjon. {1} The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
rasults of the audit. The form shall be approved by OMB, available from the
tederal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form}, and the information included in the form, in its
entirety, are accurate and complete.

12) The data collection form shall include the following data
elementsg:

(1) The type of report the auditor issued on the financial statements of
the auditee (i.e., ungualified opinion, gualifi=d opinion, adverse
opinion, or disclaimer of opinion}.

{11} Wnere applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

(iii} A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknegses.

{v) The type of report the auditor issued on compliance for major

iB
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VL E liet of tne Federal awardinc agsncies which will receive & 2opy of
“ne "epo?-"ng Fackzge pursuant toe £ 0 .320(d4) (Z) <f OME Circdular
L-123
vl E ves Or no STtalement as.te whether the auditee gusl:fied zs & low-
risk aud:itee under § 530 of OMBE Circular E-13Z2
iviid) The doliar threshcld used to distingiish betwsen TVD& B and Type E
programs as defined in § .520ib) of OMB Circular R+133. N

fix) The Careloc of Federas] Domestic Zscistznce (CFDL) number for éach
Federal program, as applicable.

I} The name of each Federzl program and identif:
program. Individual programs within @ cluste
listed in the same level:of.dertszil as they &r
of expenditdres of"Féderal awards .

tion of each major
of programs should be
listed im the schemu*e

(i) The amount of expendltures in the schedule of eypendltures of Federal
aWards associated w1th each Feder=zl p*ogram :

(i1} For each Federal p*ogram, a yes or nod statem=nt as to wheth=r thcre
are audit findings 'in each. of the following types of compllan
reguirements and the total amount of any questionsd costs:

(%} _Activities allowed or unaliowed.

{B) " Allowable costs/cost principles.

{cl Cash ménagemeént:

{D) Davis-Bacon Act.

(B} Ellglblllty

{F} Eguipment ‘and. veal property- Management .

(G) Matchlng, -1gvel of effort, sarmarking.

(H) Period - of- avdilability of Federal funds.

(T} ,Procurement and suspensvon and debarment. }
(J) ‘Program- income:

{E) “Real property acqulsltlon and *elocatlon a551stanﬂe
(L) Reporting:- * -

(M) Subrecipient’ monltor;ng . .

() tand prov151ons

Spec1a1 1'ests

5

{;xiid) muditee Name, Employer Identlflcatlon Number(s),.Naméiéﬁa;fi léi&f
Certifying Off1c1ul Telephone Numper Slgnature and Date.

{xiv) fuditor Name, Name and Tlt‘e of Contact Perscn Audltor Address
Anditor Telephone Number Slgnature and Date.
{xv} Whether the auditee ‘Has EIthEI aicognlzant-orioVérﬁféﬁﬁ ageﬂdy‘for
audit. T : R E : o T o

{xvi) The name of the cognizant or over51ght agency Lor audlt determlnﬂd in
- accordance with 5. : 400 '

: o3 . U51na
deschbed in paragraph- (C) ‘of .
applicable sections of the form. Th& avditor shall sicgm a staPEmnnt to be .
1nc1uded as part of. the data collectlon form that 1nd1cates4 at a mlanum, the

1on in“the form, the auditor's responsibility
i is.not a substitute for the reporting
'Qf,this section, amnd that the content of

for the lnfovmat‘on,
package described in .




r

»scribed by JHML

‘u

o5 l:imized t£o tpe data =ieWwenRls

wne lorm

'U

ST Eeporting pagkags. The reporiing package shall include the:

13 Financial statements angd scheduls of =31
Fedaral awards discussed in § .310¢(a) and § .310(b}, zesp

{2) Summary scheduls of pricr audit findings discussed in
§  .3151(b); .

129 Audifor's report’'s) discussed in § .505; and
r4) Correcrive action plan discussed in § .315 (¢} .
(d) submission to clearinghousz. All auditees shall submit to the
Federal clearinghouse designated by OMB the data collection form described 'n

paragraph (b} of thig sz¢tion and one copy of the reporting package described
in paragraph (e} of this section for:

(1} The Federal clearinghouse to retain as an archival copy;
and

(2} Bach Federal awarding agency when the schedule of findings
and questioned costs disclosed auvdit findings re2lating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Fnderal
awards that the Federal awarding agency provided directly.

(e} Additional supbmissgion bv subrecipients. {1} In addition to the
requirements discussed in paragraph {(d) of this section, auditess that are
also subrecipients shall submit te each pass-through entity one copy oi the
reporting package described in-paragraph (e) of this section for each pass-
through entity when the schedule of findings and guestioned costs disclosed
auvdit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part
(including the period covered by the audit and the nawe, amount, and CFDA
mumber of the Federal award(s) provided by the pass-through entity); the
schedule of findings and guestioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s} that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph {(¢) of this section to a pass-through entity to comply with this
notification requirsment.

(£} Requests for report copies. In response to requedts by a Federal
agency or pass-through entity, auwvditees shalil submit the appropriate copies of
the reporting package described in paragraph (e¢) of this section and, if
regquested, a copy of any management letrers issued by the auditor.

{g) Report retention reguirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and cne

copy of the reporting package described in paragraph {c¢) of this asction on
file for three years from the date of submission to the Federal clearinghouse
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Try Clesrinohouse regpongil ities . I clearinghouss
Gesignated Dy OME shzll distribuce £ Yepo =5 rac ivéd_in
accordancte w.il: paragraph (4} {2) of Zhis se L2325 (ci (2) to
apriliceblie Federal awardi ng agencies, MEBiNLain base of completad
audits, provide apDrop*la informarion leral encies, and follow up
witn knowr auditess which hav& not submitted t! ired data collectioh
forme and reporving Hdghqget . — e -

(i} Cle a?lnqbouﬂe addr s5E The address of ths Fédefal'clearinghbuse
currently designated by OME ig Federsl Zudit Clearinghotuse, Bureau of the
Census, 1201 E. 10th Street, Jeffersonville, IN 47132 e R

{9 Electronic filing. Nothing in this part shall preclude electronic
submissiong to the Federal clearinghouse in such manmer ag may be approved by
CME. With OME approval, the Hedev 1 clear:inghouse may pllot test methods of

electronic submissions.

Subpar:t D--Federal Agencies and Pase-Through Entities
& -2its) Responsibilities.

la] Cognizant agsncy for-audit responsibilities. Recipients expending
more than $25 million (£50 milliom for fiscal years ending after December 31
2003) & year in Federal awards shall have a cognizant agemcy for audit. The
ae51gnat=d cognizant agency- for audit shall be the Federal awaralng agancy
that provides The predominant amount cf direct Lundlng to a. recid p1ent unless
OME makes & specific cognlzant agancy for audit assignment. -

Following is e‘fectlve for fiséal years ending onm. or be;ore DecnmbEf 31, 2002:
To provide for continuity of cognizance, the determination &f tThe' p*edomlnant

amount of direct. funding- -shail .be bzsed upon direct Federal. awards expended in
the recipient's fiscal v=ars ending in 1985, 20005 2005, Jaf «every £ifth syear

thereafter. TFor exampl audit cognizance for pﬂrlods end1n9 in 1997 through
2000 will be determlned based on Federal awards expanded in 199:.~ (Howavar,7
for States. and local governments that expend more than 525 million a year im -

. Federal awards and have previously assigned cognizant -agencies for audit, the

reguirements of this paragraph are not =ffective vntil fiscal ykars beglnnnng

afrer June 30;_4009 }

Following is Pffectlve for fisczl years ending after December 31 2003

The determinatiop of the predominant amount of direct fundlng shaWI bE"Hasad
upon dirsct Federal'awards expended in“the recipient’'s, fiscal wyears ending in
2004, 2009, 2014, and every fifth year thereafter. For example,’ audit '
cogn*zance for. perlods °nd1ng in 200% through 2010 will be defermiried based on
Federal awards expended in, 2004 fHowever, for 2001 through 2005, the
coghizant agency for audit 18 determined based on the predomlnant amount .of
direct Federal awards eypenaed in the *ec1plent's flscal ysar endlng i 2000)

Notwithstanding thé manner in which audit CDgananCE is uetermlned a Fedetal
awarding agency with cognizance for an auditee may reassign, cognizance to

another Federal awardlng agency which provideg substantial dirget fundi ng and
agrees toc be the cognizant agemcy for audit, Within® 36 days: after any- .
reassignment, both the ©1d and the new cognizant agency for andit shall AOLE
the auditee, and,-if- known, the guditor of the reascﬂgnment :The COgnlzan

agency for audit shalT ' : : S A -

‘ : {1} Prov1de technlﬁal aud t advice and llalson to audl ees and
auditors. S

(2): . :Consider.azuditee regussts for extensions.to the report .




SuOMI S 5Tn

date xreguiraed by § L320{&) . The cognizant agency 0T audit
may ordn” I

r ao0d Zausse.

S.0ons

Obrain or conduct guality zoniroi reviews of selescied
aud.~s made by non-Fedér
appropriate, to othexr in

P

1 auditors, and provide the resulits, when
erested crganizactions.

(4) Promptly inform other affected Federal agencies and
appropriate Federal law enforcement officials of any direct reporting by the
audizee or its auditor of irregularities or illegal acts, as reguired by GAGAS
ar laws and regularvions.

(%) Advise the auditer and, where appropriate, the auditse ol
any deficiencies found in the audits when the deficiencies raguire corrective
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for zudit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts angd make recommendatcions for follow-up action. Major inadequacies or
repacitive substandard performance by avditors shall be referred to :
appropriate State licensing agencies and professional bodies for disciplinary
action.

(&} Coordinate, to the extent practical, audits or revisws
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upom
audits performed in accordance with this part.

(7} Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective audit.

(9} For biennial audits permitted under § .220, consider
auditee regueste to qualify as a low-risk auditee under § .530¢(a) .

(b} Oversight agericy for audit respongibilities. Bn auditee which
does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with

§ .105. The oversight agency for audit:

(1} Shall provide technical advice to auditees and auditors as
reguested.

(2) May assume all or some of the responsibilities normally

performed by a cognizant agency for audit.

{c) Federal awarding agency responsibilities. The Federal awarding

agency shall perform the following for the Federal awards it makes:

(1) . Identify Federal awards made by informing each recipient
of the CFDA title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal
award.

(2) Advise recipientg of reguirements imposed on them by
Federal laws, regulations, and the provisionsg of contracts or grant
agreaments. .

{3) Ensure that audits are completed and reports are recezived
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LTE TIMELY Mannker and Ln

© Igsus a management decision on wi .
MOnLT e receipr of the audit report and ensure that the recipient Takes

g

appropri taimely COYrective action,
(e Agsign & person responsiple for providing aznnual updates
i The compliance supplement to OME : ) : R i
(G Fass-through entity wesponsibilivies. A pass-tLhrough entity shall
perfcrm the following for the Federzl awards it makes:
(1) ldentify Federal awards made by WnEO?mwng each”
subrecipient of CFDA title and number, award name and number, award year, if

the award is R&D, and mams of Federzl agency. When . =ome of Lhis information
ie not available, the pass-through entity smali'provid:_the best _information
available to dﬂscrlbe the Federal award. el o T

(23 AdVﬁse subrecipients of quuﬁrements 1mposec‘l on them by
Federal laws, regulatlon and the provisions.of .contracts or grant agreemDan
zs well as any sugp men*al requirements imposed by the pass through Dntlty

(3) Monitor the activities of subrecwnwents as necmssary th
ensure that Federal awards are used for authorized purpDSQS in compliance with
laws, veguWatlons, and the provisions of contracts or, grant agrenmnnts and
Chat pevaTmance goals are achieved.

{2y . Ensure that subrecipisnts ﬂyPendlng $300 000 (£500, 000 for
fiscal years ending &fter December 31, 2003} of:smore.in Federf_,awards dur1ng
the subrecipient's fiscal year have met the aud1t'*equlrement5Aof this. paTt
for that figecal. YeaT. o .

(5) Tssue 2 management decision -on- aud't flndlngs w1th1n six
months after receipt of the subrecipient's auwdit report,.and. ensure that thﬁ
subrecipient takes appropriate and timely correntﬁve nCtlDB ‘

(6) ‘Consider whether subrecipient audits. ne~esslta*e
adjustmnnf of the pass through =sntity's own records

: (7} '»equl re each subrecipient to.permit the pass-through
entity and aud_tor to. have access to the recurds and: Ainancisl statements B
necessary for the pass thfough entity teo comply w1th thls ‘part.

§ L405 Management deciSian.

(z) - ggggzgl The managemsnt decision shall clearly state whether or’
not the zudit -finding. 15 ‘sustained, the reasong for'the-gdecision, and the
expected: audltee‘actlon to repay . dwsa110wed costs, mak -:.nancmfI adjustmenps,
or take ‘other: act1 TP 1 i -
timetable fox.
dedision, the: Fede
addlt;onal lnrormat

dlsallowed cosfsx The mamagement decision shou &7
awallabie to ‘the = d'tee :

(o) F : sdéncy . ks provided in §_ .400{=)(7), the cognizant
SRHCV_FOT ‘audit shall be responsible for coordinating a management decision
for andit tHat afFEﬂt the programs of more than one Federel agency.
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<} Lass-% nxauqh encizy. B8 provided in § . 460 (d) {5), =“he pass-
hrough entity shail oe responsible for making the management decision for
zudit Ifindings that ralates to Federal awards it makes to subrecipients

‘) Time reqguirements. Tne entity responsible for making the
management decision shall do 3o within six months of receipt of the audit
report. Corrective action should e initiated within six months after receipt
of whe audic report and procesd as rapidly as possible.

(e) Referance numbers Management decisions shall include the
refarence numbers the auditor d%sngnad to =zach audit finding in accordance
with §____.510(c).

Subpart E--Auditors
§ -500 Scope of audit.
{a} General. The audit shall be conducted in accordance with [GAGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit ghall include a series of auvdits that cover
departments, agencies, and other organizational units which expended or
otherwise administer=d Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statsments and schedule of
expenditures of Federal awards for each such departwent, agency, and other
organizational unit, which shall be considered to be a non-Federal antity.
The financial statements and schedule of expenditures of Federal awards shall

be for the same fiscal vyear.

{b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
regpects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relation to the
audiree's financial statements taken as a whole. =

() Internal control. (1) In addition to the reguirements of GAGAS,
the auditor shall perform procedurss to cbtain an understanding of internal
control over Federal programs sufficient to plan the audit to support z low
asgsessed level of control risk for major programs.

2y Except as provided in paragraph (c] (3} of this section,
the auditor shall:

{i} Plan the testing of internal control over major
progrims to support a low assessed level of control risk for the assertions
relevant to the compliance requirements for esach major program; and

{ii) Perform testing of internal control as plamned in
aragraph {e) (2) (i} of this section.

(3} When internal contrel over some or all of the compliance
requirements for a major program are likely to be ineffective in preventlng or
detecting noncompliance, the planning and performing of testing described in
paragraph (c) (2} of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
{inciuding whether any such condition is a material weakness}) in accordance
with §  .510, assess the relzted control risk at the maximum, and consider
whether additional compliance tests are reguired because of ineffective
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12 The principel campliance reguirements applicable to most
Federszl programs and the compliance requirements of the lzrassgr Federal
programs are included in the compiiznce supplement. ' oo
) 3] For the compliance reguiremsnts related to Federzl
programs contained in the compliance squle_enL 'an,audit of these compliance
reguirements will mzet the reguirements of this .part. . Where there Have ‘been

changes to the compliance requirements and the cnanges are not reflected in
the comp71ance -supplemént, the auditor. shall,determine the current compliance
reguiremente and modlfy the audit procedures sccordingly. For those Federal
programs not covered in the compliance supplement, the audiror ghould uee the
tyvpes of compliance reguiremernts contained inm the- compliance supplement as
guidance for identifving the typesof compliance Iegulrements L0 test, and
determine the reguirements governing the Federzl program by reviewing the’
provisions of contracts and grant agreements and the laws and ragulations
referred to in such contlacts and grant agreements

(4) The complﬂance testwng shall lnclude tests of. t*anSactlone
and. such other auditing procedu?es necessary to pvov1de the auditor sufficisnt
ev1d°nﬁe to support an opinion-on complﬂance

=) ZAudit follow-up. The audﬂtor shall IoTlow ur on leor audit
findings, perform procedures to assess: the: reasoneblensss of the summary
schedule of prior audit findings D*epared by the auditee in accordancs with
§__ .215(b), and 'report, as & current- year. audlt finding, when the aunditor
concludes that the summary *schedule. of ‘pricr- audit findings matgrially
misrepresents the status of any prior audit . finding. The audlt“r shall” -
perform audit follow-up procedures regardless of whether a prior audit finding
relates to a major program in the currgnt veari s e

(f)  Data Coilection Form. ~2s required-in.§, .. .320(b) (3), the auditor
shall complete and sign eperified sect oﬁs Df the data collectidn form. '

§ _ .505 A'ﬁdit "faiﬁofti’ng. -

eepa*ate reports and may be organlznd-
this, _section.

oplnion) “BE to i
presented Falr in, all ma*erwal ”esp‘
tnmnnts taken ‘as 2 whole. ’

(b) F 1’epv::a:"t: on internal comtrol *elatea to the Flnanc1al statemen s
and major pragrams.. This report shall. dascrlbe the scope of ‘LEsting of. A
internal control and the results of the ‘tes ahd,. .whete appl1cable, refer'to'
“he: Separaue scn°dule of Ilnd1ngs and gueet costs aescr;bed in paragranh

{d9 ofnghis section. | - .

comnl*ance with laws,;Vegulat4oﬁs and the provisions
T ements neneompllance w1th whlch cou‘a have a i




Maler.a: eifac r Cne IZinanc.a. SIBLEMENTHE. . L

ar opLninn r disclalmer of oninioan 28 o whnetner the audilze JOMpli s
laws, regulationms, and the provisions 0f contracis or grant agresments whic
couid havs direct and material effesgt on =zach mejor program, and, whers
applicable, rzfer o tne separate scheduls of findings and gquestioned costs
described in paragraph (d4) of this ssciion.

idi 2 schedule of findings and guestioned cosis which shall inciudse
e following three components:
£33} 2 summary o7 the audifor’'s resulcs whizh shall include:
(i} The type of rezport the auditor issued on the
financial statewments of the auditee {(i.e., ungualified opinion, gualified
opinzon, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a statewent that reportable
conditions in internal control wers disclosed by the audit of the financial
statements and whether any such zconditions were material weaknesses;

{iiiy 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the audit=se;

{iv) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whetbher any such conditions were material weaknesses;

{v) The type of report the auditor issued on compliance
for major programs {(i.e., ungualified opinion, gualified opinion, adverss
opinion, or disclaimer of opinion);

{vi) A statement as to whether the audit disclosed any
audit findings which the auditor iis regquired to report under § L5104(a);

(vii) An identification of major programs;

(viii)The dollar. threshold used to distinguish between
Type A and Type B programs, as described in § .520(b}; and

(ix) B statement as {0 whether the auditee quaiifisd as
a low-rigk auditee under § .530.
(2) Findings relating to the financial statements which are

required to be reported in accordance with GARGAS.

(3) Findings andiquestioned costs for Federal awards which
shall include avgdit findings as defined in § .510(a) .
' z
(i) nudit findings (e.g., internal control findings,

compliance findings, gquestioned costs, or fraud) which relate to the same
issue should be presented as a single auwdit finding. Where practical, =audit
findings should be organized by Federal agency or pass-through entity.

(ii) hudit fimdings which relate to both the fingncial
statements and Federal awards, as reported under paragraphs (d) (2) and (d} (3)
of this section, respectively, should be reported in both gections of the
schedule. However, the reporting in one section of the schedule may bhe in
gummary form with a reference to a detailed reporting in the other section of
the achedule.

§  .510 audit findinge.
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conditions irn internal soncrol aver mejor

The  con of whether = deficiency in internal
ig &3 reporrablis r the purpose of reporting an audit _
ip relation "omplianc— recu‘_ement f¢r a major program

zhe comp;repCP supy Dtinﬁ. The zuditor
reportable litione which are indiwviduelly or cumulatively
weaknegses . o

(29 Material noncompliance with the'prov1s_on° of lawe,
regulations, cCoOntracis, oF grant agreements related ©o & major program. The
auditor's determination of whether a noncompliance with the provisions of
laws, regulatrons,;contracte, er grart agreements: is material for the purpose
of reporting an audit finding is in relation fo a type-of ”ompWranﬁe
regquirement for a major program oY an’ audlt ob]eﬂtlv& identified in the
compliance supplement. SO i .

Ul

{3} ‘¥nown quesrloned TCOSts whﬂch are greater than £10,000 for
a type of compliance reguirement for. a major, program ¥nown questloned COshE
are those sperificadlly identified by the rzuditori: In evaluatlng the” effect of
qusstioned costs on the opinion on compl¥iance;:the -auditor considers the best
estimate of total costs guestioned (likely @iesticned costs), HOt just the
cquestioned costs specifically identified {known guesticnesd coste) The
auditor shall zlso report known gquestiomed ‘codts when llkely questloned costs
are greater than $10,000 for a type of complrance reguirement for z major:
program In reporting guestioned costs, “the auditor shall incliude information

to provide proper perspectlve for’ judclng the preValence and congeguences of

th= quﬂstlonﬂd costs. - .

(4) © Known questloned ste which are great than $10,000 for
a Federal ‘program which is not aud a5 & .mEjoT. prdﬁfam YOET t,for_gudlr;
follow-up, the. auditor is not régwiredinnder this part-to. perform. Audit . o
procedures for such a Federal program; therefore, the auditor will normally
not find guestioned costs for z program whichiiswnot audited zs a major
program,, However, if the auditor does become aware of qunstloned costs Inr-a
Faderzal, program which ik not”'udlted
audit follow- -up or other aud*f

greater than $r0 ODO then the audltor sha

-~

“ (5) _; The PlrcumstancesV
cempllance for magor programs:i f A =
sich giycumstances are. otherwi se repbrr_ed s & "t flndlngs ..Il thﬁ schadule D‘F
findings and guestioned costs for- Federal awards SR =

et ¢6). . Xnown fraud, af*ectlng a Federal award, unless such fraud
is otherwwse reported as an. audlt * ndlng i i) sthedule.ofaflndings and
- Iaqulre the |
nE L rms that the i
:the.direct: - Tepoxting

ements of GAGAS

. (75 ' Inseances where - : :
dlscrosod that the summary schedule. of pTlOI audrt flndlnge prepared by the

auditee in accordance with 5 . .J15(b} materrally mlSlepresente the sfatue of
any prlor'audlt flnd1ng e - :

CA.flC..

jnrormetron SJall be




sncieded, as oapplicanis, Ln aud.t fandings:

program and speciiic Federal award identilication
nd numbey, Faderal award number and year, name oF
f the applicable pass-through entity. When
F i
b

)
)
ey
-
ot
v
Lo

1
4
neivding the CFDA Citl
Faderal agency, and name
information, such as the
a8l the auditor sh
dzscribe the Federal award.

and numb2r or Fadsrzl award number, 1=z nint
the best iniormation available to

RO

{2} The coriteria or specificg vnqu;rﬁmenr upon whizh the audit

Iinding iz based, including srasutory, reguliztory, or other citationm.

{3 The condition found, ingliuding facts chat support :the
deficiency identiiied in the audit finding.

{4) Identification of guestioned costs and how they wers
computed.

(5) Informacion cto provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findings repregent an isclated instance or a systemic problem. Where
appropriate, instances identified shall bé related to the universe and the
number of cases examined and be guantified in terms of dollar value.

(6} The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
cagse of .a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

{7) Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

{8} Views of responsible officizls of the audites when there
is disagreement with the audit findings, to the extent practical.

iy Reference numbers. Each audit finding in the schedule of findings
and questioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§ .515 Audit working papers.

(2} Retention of working papers. The auditor shall retain working
papers and reports for a minimum of three years after the date of iasuance of
the auditor's report(s) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the PFederal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destructlon of the working papers and
reports.

(b} Access to working papsrs. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designees, a PFederal agency providing direct or indirect funding, or GAD at the
completion of the audit, as part of a guality review, to reseclve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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Méjor prograwm detsrmination. |-

&i General The suditor shall 0sé z risk-Dased appYcach ©d determire
wn:~h Federal programs are mEjor programs. This risk-based approach shall
inc.ude consideration of Current and pricdr widii experience, oversight by
Feorra! agencies and pass-through entities, and the inherent risk of the
Federal program. The process in para gr aphe (b) through (i} of this secrion
sha.l be followed. oo .

‘g Srep 1. {1} The auditor shell icentify the larger Feders:
programs, which ghall be labeled Type R programs. Type k programs are defined
zs FPederal programs wit Federzl awards expended during the audit perilod
eycaeding the larger of: - L

(i} $£300, 000 or three pércent {.02) of total Federal

awards expended in the case of an alLditee for which totzl Faderal awards
expended egual or exceed £300,000 but are less than or equal to £100 milliom.

(ii} $3 million or three-tenthe of one. percent ( gezl of
totel Federal awards expended in the case of an audites for whlch Lot
Federal awards expended exceed 5100 nuW 1on but are less than or equal to 510
billion.

: {(iii) $20 milliom or 15 hundredths of one percent (.001S)
of total Federal awards expended in the case of an audites for which total
Federal awards expsnded exceed $10 billion!

(2) Federal programs not labeled Type 2 under peragraph (b)(l}
of this section shall be Tabeled Tyne”Brprograms

{2} The lnclu51on “of large loan and loan guarantees {loans) .
should not result in the eéxclusion of Other programs as Type B programs. Wnen
a Federal program providing loans significantly affects the. number or sﬂze,of
Type & programs; the suditor shall consider. this Federzl program as a.Type A
program and exclude its values 1n determlnlng other Type B programs .

{4) For biennial audlts pe*m1t+ed under § 220 the
determ1na*1on of Type A atid. Tvpe B programs shall be based upon the Fede*al
awards expended during fhe LwWo year perﬂod

(c) Step 2. (1) The sudltor shall” identify Type A programs which are
low-rigk. For a Type B program to be considered low-risk, it shall have been
zudited’ 25 a mejor program im at.least one of the two most recenf audit
pmrsods !in the mwost, regent audi ‘odEin T the case of a bienmial audit),
and, in the most recent awdit” pér od, i shall’ ‘have had no-mudit:findings:

unde?'s .510{aj. However, the auditp: may. use ]uagment and: consider. that
audit flnawngs from questloned costs-under § © .5104a)(3) and i Slﬂ(a}(é),
fraund under 8§ © .510(a&) (6}, and audit follow-up up for the summary schedhle of
prior audit findings. under. §_ _510(33(7} do not preclude they;Type A program

from belng low-rigsk. ~The: andlt T shall cons;dnr the criverid in'§_
§ - sB25(d){1), & . .5254d) (2] . (d) (3); the” Yesults O1c audl
follow- up; whether any changes I s ‘ ;
program have significantly:ibcrea ed LLS
deétermining whether a Type B program is low-risk.

284y,

2y Notw;thstand;ngJparagranh (c}{l) of thls sectlon, OMB may
approve a Federal awarding- ‘agercy "s request that a Type R P 2 e
recipients may not be considered low-risk. For example, it may be necessary
for a large Type A-prografl to. B audited ag major each year ‘at part1cu1ar
recipients to allow:the: Pederal agency to comply with tie Gove*nment
Management’ Reform hct of 1994 (31 U.S, . 3515) . The Federal agency .shall-
netlfy the recipiepnt and m,.. the auditcor at least 80 days leOI to the
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an LI oTrne Tiszalovsar non
idy Step . ‘1 The auditor gnall lasntiiy Type B programs which are
high- visk using profsssional judgment and the critervia in §__ .525. Howsver,
snould the auditor seles: Option 2 undsr Step 4 [paragraph (e) {2} (i) (B) of
this mecuiosn), the auditor is not required teo identify mores high-risk Type
srongrams than the number of low-risk Type A programs. Bxcept for known
reporable conditions in internal control or compliance problems as discussed
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in § .8525(b) (1), & .525{b)(2), and §__ .525(e) (1), & single criteria in
§ 525 would seldom zauge a Type B program to be considered high-risk.

12) The audicor is not expected to perform risk assessments on
raelJatively swmall Federal programs. Thersfors, the auditor is only reguired to

perinrm risk assegsments on Type B programs that exceed the larger of:

{1} $100,000 or three-:tenths of one psrzent {.003] of

total Federal awards =xpended when the auditee has less than or egual to 5100
millicn in total Federal awards expended.

{ii) $300,000 or three-hundredths of one percent ({.D0003)
of total Federal awards expended when the auditee has more than 3200 million
in total Pederal awards expended.

{e}) = Step 4. At a miniwum, the auditor shall audit all of the
following as wmajor programs: :

(1) 1l Type A programs, except the auditor may exclude any
Type A programs identified zg low-risk under Step 2 (paragraph (ec}{l} of this
sectiont .

(z) (i} High-risk Type B programs as identified under
either of the following two opticns: .

(B} Option ). At least one half of the Type B
programs 1dent1f1ed as high-rigk under Step 2 (paragraph (d) of this section),
except this paragraph (e} (2) (i) (A} does not reqguire the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B} Optiocn 2. One high-risk Type B program for
sach Type A program identified as low-risk under Step 2.

{ii) When identifying which high-risk Type B programsz to
audit as major under either Option 1 or 2 in paragraph (e} {2} (i} (a) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

{3} Such additional programs as may be necegsary to comply
with the percentage of coverage rule discugsed in paragraph (£} of this
section. This paragraph (e) (3) may require the auditor to audit more programs
ag major than the nuwber of Type A programs.

(f) Percentage of coverage rule. The auditcr shall audit as major
programe Federal programs with Federal awards expended that, in the aggregate,
encompass at lesast 50 percent of total Federal awards expnnded. If the
auditee meets the criteria in § _ .530 for a low-risk auditee, the auditor
need -only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

{g) Documentation of risk. The auditor shall document in the working
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sapsErs "he risk acelvelsg pl‘OCEES uEect

TOdELEXINING MEJSY Programs .

*n, Eudizc v*s Judameny | Wnen The MEJOY Erogram GSLerminaticn was .
ned in accordance with g part, the auditor.s.judgmsnt
app 1y‘nc the rws} -besed approcack to deferming MEjor programe shall be o

€nges by Federsl agencles and. pass=through entiti
lea improper use of the guidance .in this part. - However,

and pass-through encities may provide aunditors guidande abourt

ricular Federal program and the auditor ghali]l consider this

1 ing meior p*ug*ams ih BudilE not Yer compl

Le ed,

'i} Déviatibh from vise of risgk eriteria. For-first yeqr auaﬂts,_thé.
auditor may elect to determine major. programs as "&ll:Type L ‘pregrams plus. any
Type E programs as nece55arv to meet the percentage of coverage rule . discussed
in paragrdph £} of rhis Section. Under this option,- the auditor weould ot be
rzquired to perform the prouedures discussed in Dardgraphua(b}m-{d),.and le}. .
of this section. '

(1) = - A f?fst -year audLE is the flrst YeET. tLe entlty is audl ed.
under this part or the flISt year of & change of auditors. B .

(2) : Td ensure that a freguent change of audltors would not
preclude audit of high-risk Type B programs, this election for first-vear
audits may not be used by an auditee more than once in every thrse years.

§  .325 Criteria for Federal program rizk.
(&) General. The auditor's determination should be based on. an
overall evaluation; of the. risk of noncompliance occurxring which could be
material to the Federal program. . The auditor shall use: ;atditor -judgment and
consider crlterla, such as described in paragraphs: (B}, “(e), ;and {d)-:0f this-
section, to identify risk in Federal programs. lso, as part of ‘the risgki.i-
analysis, the auditor. may wish to discuss a partlcuTar Federsl. program. w1th
duditaee managemnnt and the Federal agency or” pass through entﬁty e

(b)) Current and Drlor audlt experignce . {1y~ Weakne=ses in internal
control over Federal-programs would indicate higher risk. . “Consideration.:
should be given .to the control énvironment ovetr Federsl Drogramsand such..
factors as the expﬁctat;on of management's ‘adherence to apnllcable laws.and.
regulations apd the; provisions of contracts and grant agresments and the
competence and expe f;EBrSDHnel who administefitﬁEQFédEral programs.

(i) A Federal program admlnlstered under mﬂltlple
internal control strictures may have higher risk. ‘Whin aSsessing: risked
1arge singlé audit;:th ;audltor shall consider whether weaknesses are lsolared
in #'single operatlng unlt { g - .Dne college campus) or ervaslve throughout
the Entlty e :

(ii) When 519n1f1cant parts ot a Federal"program are
passed through to subrec1plents, a weak system for mOﬂltDIlng subrecxplents
wou?d rndlcate hlghér-rrsk e . _ . : .

s SR The .extent to which. compl
administer Federal p: grams} .as ‘well as the comple'lty of
should be considered by the auditor in &dssessing” rlsP
modlrred computer syst'ms may also indicate rlsk

(2)' fTPr1or-aud1t flndlngs would lndlcate hlgher rlsP
'partﬂcular7y when s 1uentlf -ed in the audit:-findings.- cou‘d have a
. :dignif icant 1mpq¢ : program or have not- bepn cor*ected

28 major programs--r




may he af nigher visit thnar Federal Sroglams recently audlited a2 WMAIDY Drograms
viotpous audlc findings.

fz) Oversioht sxercised pv Federal aasncies and pass-through entitiss .
it Oversight exercised by Federal agencies or pass-through entities couid
indizate rizk. For exampls, recent monitoring or other reviews pericrmed oy
an oversight entity which disclosed no significant problems wouid indicate
iower risk. However, monitoring which disclosed significant problems would
indicate higher risk.

129 rFederal agencies, with the concurrence oi OM3, may
identify Federal programs which are higher risk. OMB plans to provide th.s
identification in the compliance supplement.

(d) Inherent risk of the Federal program. (1} The nature of a
Federal program may indicate risk. Consideration should be given to the
complexity of the program and the extent to which the Pederal program
contracts for goods and services., For example, Federal programs that dizburse
funds through third party contracts or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise bz at low-risk.

{2) The phase of a Fedesral program in its life cycle at the
Federal agency may indicate risk. For example, a new Faderal prodram with new
or interim regulations may have higher risk than an established program with
time-tested regulacions. Also, significant changes in Federal programs, lawg,
regulations, or the provisions of contracts or grant agreements may incrzase
risk.

: (3) The phase of a Federal program in its life cycle at the
auditee may indicate rizk. For example, during the firgt and last years that
an auditee participates in a Federal program, the risk may be higher due to
gtart-up or clossout of program activities and staff.

{a) Type B plograms with larger Federal awards sxpendsd would
be of higher risk than programs. with Subsbantlally smaller Federal awards
expended,

§ .530 Criteria for a low-risk auditee,

An auditee which meets all of the following conditions for each of the
preceding two years {or, in the case of biennial audits, preceding two audit
periods) shall .qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with §__ .520:

(a) Single audits were performed on an annual basis in accordance with
the provisions of this part. 2 non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unliess agreed to in advance by the
cognizant or oversight agency for audit. '

(b) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were ungualified. However, the
cognizant or oversight agency for audit may judge that an opinion
gualification does not affect the management of Federal awards and provide a
waiver.

{c) There were no deficisncies in intermal control which were
identified as material weaknesses under the reguirements of GAGAS. However,
the cognizant or oversight adency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide
a waiver.
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ATTACHMENT “F”



Health Information in Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agsement”) is made and entered as of October 1

2009 by and between %) D Ur e\ a 501¢> Covpoehion

[corporation, partnership, dbalwhose business’address is: - | 5U% Clgstad Qe

Lo 664-‘,@ Co Go%|> (hereinafter referred to as “Business Associate”),
and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City, and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 ("HIPAA") and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information  other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected heaith
information by Business Associate in viotation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected heaith information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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g. Amendment of Protected Health Information Business Associate agrees to promptly maké

any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate's compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use- protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected heaith information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate fo use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected heaith information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation o the
Secretary.

¢. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health

information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business

Associate shall retain no copies of the protected health information.

2. fn the event that Business Associate determines that returning or destroying the

protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontraciors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed viclation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse pary.

—
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10.

11.

12.

13.

14.

MISCELLANEQUS | -

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate's
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney's fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. |If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney's fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally- delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
OCCUTS. '
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15, WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

16. CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.

17. ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

18. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate) LoYlﬂ Beach Doy UWM"
a_501c3 Corpprehina

(corporation, partnership, individual)

STV DO, 20 Ot’l\ By: _ ATl lovg”

Yperson legally allowad to bind organization)

Title: aﬂf wﬁ;& Dl < chv

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

2.3 (@ [ . Assistant City Manager
[2:30 2009 By: L
City Manager or designee EXECUTED PURSUANT
“City[ T0 SECTION 301 OF
CITY CHARTER
The fOﬁoing Agreement is hereQy approved as to form this __ 2 day of
e e, 200/7.

ROBERT E. SHANNON,
City Attorney or designee

Deputy N :
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ATTACHMENT “G”



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
cerification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment. :

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled "Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normalty possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to cerify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: L‘UY;V) Reach ij Mirsen

. !
Name and Title of Authorized Representative: Pﬁ‘hﬂ(g lj&l IMQ EXC e e QL mgjy

Ao . e Novewmdber 30, 314 9
Signa{tyb () Date
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s}, as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or empioyee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shalil require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shalt certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: LM Redbn % S T0%
Name and Title of Authorized Representative: D@*\A(L \;\JDVLQ N e cubue J\Qm
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