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CONTRACT FOR SOCIAL SERVICES

31019

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

entered, in duplicate, as of November 24, 2008 for reference purposes only, pursuant o
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, 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
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitied “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”’, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City's Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. August 31, 2009.
Section 4.

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Twenty Thousand Dollars ($20,000.00) 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
3
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Disallowed Cost Report is intended to provide detail to Organization for the
purpose of communicating disallowed costs due to reasons of insufficient source
documentation, ineligible expenses, exceeded line items, and other similar
reasons. In the event that an item is disallowed in the invoice, Organization will be
permitted to resubmit the disallowed costs along with adequate source
documentation, other eligible expenses, and the like in the next invoice. The City
reserves the right to refuse payment of an invoice (a) received by it thirty (30) days
after Organization provided the services relating to that invoice; (b) including
inallocable or ineligible expenses; or (c) for the unauthorized expense of funds
requiring written approval for budget changes or modifications.

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

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

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

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

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

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
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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

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

Section 6.

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

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

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

Section 7.

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

“the City for any purpose.

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

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

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

Section 10.

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

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

not be limited to broad form contractual liability, cross liability, independent
8
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City's
endorsement form or on an endorsement equivalent in scope to ISO form
CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
special limitations on the scope of protection given to the City, its Boards
and Commissions and their officials, employees and agents.

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

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

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

(5) Commercial automobile liability insurance (equivalent
in scope to 1SO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
in an amount not less than Five Hundred Thousand Doilars ($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
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satisfaction of the City’'s Risk Manager that Organization has no exposure, that the
coverage is unavailable or that the coverage is unaffordable. If a request for a waiver is
desired, Organization must submit a signed document on Organization’s letterhead to the
Director of the City’s Department of Community Development, Neighborhood Services
Bureau, who will forward it to the City’s Risk Manager, providing reasons why the
insurance coverage should be waived. Waivers will be considered on a case by case
basis.

B. Any self-insurance program, self-insured retention or
deductible must be separately approved in writing by the City's Risk Manager or
his/her designee and shall protect the City, its Boards and Commissions, and their
officials, employees and agents in the same manner and to the same extent as
they would have been protected had the policy or policies not contained retention
or deductible provisions. Each insurance policy shall be endorsed to state that
coverage shall not be reduced, non-renewed or canceled except after thirty (30)
days prior written notice to the City, and shall be primary and not contributing to
any other insurance or self-insurance maintained by the City. ‘Organization shali
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
10
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required herein, furnish to the City certificates of insurance and endorsements
evidencing renewal of such insurance. The City reserves the right to require
complete certified copies of all policies of Organization and Organization’s
contractors and subcontractors, at any time. Organization shall make available to
the City's Risk Manager or his/her designee during normal business hours all
books, records and other information relating to the insurance coverage required
herein.

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

F. Organization certifies that it will comply with all documents,
policies, procedures, rules, regulations 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 Bivd., Suite 1700, Long Beach, California 80802
13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

Section 156. 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 ail 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. [n the event of any conflict or ambiguity between this Contract
and one or more attachments, the provisions of this Contract shall govern.

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

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

R )

20
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, 2009
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AGENCY NAME: LONG BEACH DAY NURSERY

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

CONTRACT NUMBER:

Program Objectives: To provide a high quality program of child care and early education at affordable rates based on family income to 100% of our West Branch
families, of which 98% are low income; to enable 100% of the West Branch parents of young children in our care to be employed (or to complete educational and
training programs and be self supporting)

T

119

SR

Cumulative

: to ensure all children who are ready to enter kindergarten have the appropriate skill

Cumulative

A

Actual

Cumulative

s that will enable them to succeed.

Cumulative

Families will be provided with quality child care and early education|
at our West Branch. 98% (119/122) will be low income families.
20 to 25 children will be screened to detect early intervention 20
needs, providing service or making outside referrals for 100% of
the children requiring intervention.
100% (122/122) of our children's (West Branch) growth and 122
development will be tracked to determine how to tailor our program
to meet individual needs.
50% (61/122) of the children at West Branch and their parents will 61
use the take-home learning materials.
Total Unduplicated Clients Served: 122

WWZ (St

SignAture / /

08-09 Scope of Work (LBDN).xis
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CITY OF LONG BEACH 7
Social Services Grant Program 2007-2008 %,/
Program Budget for LONG BEACH DAY NURSERY City Contract # 30447

ITEM/PERSONNEL

ALLOCATION

BUDGET JUSTIFICATION

Teacher

Maria Elena Izaguirre; West Branch Preschool

$6,666

23% of FTE = $6,667 x 3 = $20,001

All personnel supported by the SSG grant will be responsible for the following dutie
related to the scope of work: 1) Supervise and assist children ages 18 months to a

SSG 07-08

P (dw

Signature

Edna Innerbickler; West Branch Toddler Teacher $6,667 | ears old with general routines, including mealtime, bathroom and potty trainin
activities, rest and person hygeine.
2) Provide planning and execution of appropriate early childhood educatio
Evangelina Jimenez; West Branch Toddler Teacher $6,667 experiences with a variety of materials in the fields of art, music, literature, science,
mathematics, dramatics and physical education.
TOTAL PERSONNEL $20,000 3) Maintain and keep current portfollos and D'RDP—r for each child. Prepare lesso
plans, classroom calendar and daily schedule with classroom teams.
OPERATIONS $0
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

Attachment "B"
Page 1 of 1
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PARTS 200-214 [RESERVED]

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

Sec
215.0 About this part

Subpart A—General

218.1
216.2
218.2
2154
215.5

Purpose.

Definitions.

Bffect on other issuances.
Deviations.

Subawarads.

subpar B—Pre-Award Requirements

21£.10 FPurpose.

215.11 Pre-award pelicies.

215.1%2 Forms for appiving for Federal assist-
ance.

15,13 Drebarment and suspension.

216.1¢ Special award conditions,

215.16 Metric system of measurement.

215.16 Resoarce Conservation and Recovery
Art.

21517 Certifications and representations.

Subpan C—Fost-Award Reguirernents

FINANCIAL AND PROGRAM MANAGEMENT

21520 Purpose of financial
management.

216.21 Standards {or financial menagsment
systems

215.22 Payment.

215.23 Costsharing or matching.

216.24 Frogram income

21528 FRevision of Dbudget
plans.

216.26 Non-Federa! andits.

21627 Allowable costs.

21528 Feriecd of avallabiiity of funds.

215.2¢ Conditicnal exemptions.

and program

and program

PROPERTY STANDARDE

215.80
218,31

Purpose of property standards.

Insurance cCoverage.

215.32 KReal property.

215.33 Federally-owned
Fan

215.3¢ Bguipment.

215,35 Supplies ang other expendable prop-
ery.

znd exempht pProp-

Intangible property.
Froperty trust reiationship

PRUCUREMENT ETANDARDE

Purpoese of procurément standards
ERecipient responsibilities.

Codes 0! conducl.

Competition.

Procurement procedures.

Cost and price analysis
Procurement resords

Contract adminisiration

Contract provisions.

215 46
21847
218,48

REPORTS AND EECORDS

921550 Purpose of reporte anc records.

915,51 Monltoring and reporting pProgram
performance.

215.52 Flpanciel] reporting.

21£.58 Retention and access
{or records,

reguirements

TERMINATION AND ENFORCEMENT

215,60 Purpose of terminaticn and enforce-
ment.

215,61 Termination.

215.62 Enforcement.

Subpan D—aAfler-the-Award Requirements

21570 Purpese.

215.71 Closeput proceduras.

215.72 Bubsegquent adjustmsnts
tinuing responsibilities.

216.73 Collection of amounts due.

APPENDLY. & TO PART 215—CONTRACT PROVI-
SIONS

AUTHORTTY: 31 U.8.C 503 31 U.E.C. 1111, 41
U.8.0. 405: Reorganization Flan No. 2 of 1970
E.C. 11541, 35 FR 10737, 3 CFR, 1966-1970, p.
938,

SOURCE: 49 FE 26281, Miay 11, 2004, unless
otherwise noted.

and ocon-

§215.0 About this part.

(&)} Purpose. This part centains OMB
guidanse to Federal agencies on the ad-
ministration of grants to &nd agree-
ments with institutions of bigher edu-
cation, hospitzls, and other noun-prefit
organizations The guidance sets forth
standards {for obtaining consistency
and uniformity in the agencies’ admin-
istration of those grants and agree-
ments.

(o) Applicability. {1} Except as pro-
vided herein, the standards set forth in
this part are applicable to &l1 Federal
agencies. 1T any statute specifically

35
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§215.1

preseribes policies or specific reguire-
ments that differ from the standards
provided in this parg, the provisions of
Lhe statute shall govern.

{2y The provisions of subparts A
through D of this part shall be applied
hy Trederal apencies te recipients. Re-
cipients shall apply the provisions of
Lhose subparts to subrecipients per-
forming substantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, if such subrecipients are orga-
nizations descrihed in paragraph (a} of
this section.

{3) This part does not apply to grants,
contracts, or other agreements De-
tween Gthe PFederal Government and
units of State or ieccal governments
covered by OMB Circular A-102,
“Grants and Cooperative Agreements
with State and Local Governments’!?!
and the Federal agencies’ grants man-
agement common rule (see §215.5)
which standardize the administrative
requirements Federal agencies impose
on State and local prantees. In addi-
tion, subawards and contracts to State
or local governments zare not covered
hy this part. However, this part applies
to subawards made by State and local
governments to organizations covered
by this part,

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

(cy OMB responsibilities. OMB is re-
sponsible for:

(1) Tssuing and maintaining the guid-
ance in this part.

(2) Interpreting the policy require-
ments in this part and providing assist-
ance o ensure effective and sfficient
implementation.

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

(4) Granting any deviations to Fed-
eral agencies from the guidance in $his
part, as provided in §215.4 Exceptions
will only be made in particuiar cases

1See 5 CFR 1210.¢ for availabillty of OMB
circulars.
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where adeguate justification is pre-
sentad.
(5 Conducting broad oversight of

covernment-wide compliance with the
guidance in this part.

tdy Federcl agency vesponsibilities. The
head of each Federal agency that
awards and administers grants and
agreements subject to the gunidance in
this part 1z responsible for:

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

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

{3) Requesting approval 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 sreci-
fied in this part.

(ey Relationship to previous issuance.
The pguidance in this part previously
was izsued as OMB Circular A-110. Sub-
parts A through D of this part conbain
the guidance that was in the attach-
ment to the OMB circular. Appendiz A
to this part contains the guidance that
was in the appendiz to the attachment.

(fY Information Contact. Further infor-
mation concerning this part may be ob-
tained by confacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20603, telephone {202) 395-3893.

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

Subpart A—Generdl

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

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

ATTACHMENT C,z .
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required Dy Federzal statibe or execu-
tive order Nop-proflt  organizallong
that impiement Federal pregrams {or
the States are alsc subject to State re-
guairements

£ 2156.2 Definitions.

fay Accrued erpenditures means the
charges incurred by the reciplent dur-
ing & given period reguiring the provi-
sion of funds for:

{1} Goode and other tangible property
received.

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

{3; Other amounts becoming owed
under programs for which no current
services or performance is required.

(0} Accrued mmcome means the sum ol

(1) Earnings during a given period
{rom.:

i) Services periormed by the recipi-
ent, and

(i1} Groode and other tangible prop-
erty delivered to purchasers, and

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

() Acguisition cost of egquipment means
the net invoice price of the equipment,
incinding the cost of modifications, at-
techments, accessories, or auxiliary
apparatas necessary Lo make the prop-
erty usavie for the purpose for which it
was acguired. Other charges, such as
the cost of installation, transportation,
taxres, duty or protective in-transit in-
surance, shall be included or excluded
from the unit acguisition cost in ac-
cordance with the recipient’'s regular
acoounting practices.

() Advurnce means a payment made
by Treasury check or other appropriale
payment mechanism bto a recipient
npon its reguest either before outlays
are made by the recipient or through
the use of predetermined payment
schedules

(e} Awwd means financial assistance
that provides support or stimulation to
accomplish & public purpose. Awards
include grants and other agreements in
vhe form of money or property in lieu
of money, by the Federal Governmens
to an eligible recipient. The term does
not  inclide:  technical  assistance,
which provides services instead of

£218.2

money, Oulier assislance i the form of
iuans, loan guarantess, interest sul-
sidies, or insurance,; direct payments of
any kind to individuaals: and. contracis
which are reguired to be entered into
and administered under procarement
laws and regulations

($y Cash contributions mesns Lhe re-
cipient’s cash outlay, mcluding the
putlay of money conwributed to {he re-
ciplent Dy third parcies.

(gy Closeput means the process by
whick a Federal awarding agency de-
termines that all applicable adminis-
trative acbions and all required work of
the award have been completed by the
recipient and Federal awarding agency.

(h) Contract means 3 procurement
contract under an award or subaward,
and & procurement subcontract under a
recipient’s or subrecipient’'s conbract.

(1) Cost sharing or maiching INGans
that portion of project or program
costs not borne by the Federal Govern-
ment,

(i) Date of completion means the date
on which all work under an award is
complsted or tne date on the award
document, or any supplement or
amendment thersto, on which Federal
sponsorship ends.

(k) Disallowed costs means thoss
charges 1o an award that the Federal
awarding agency determines to be un-
allowable, in accordance with the am-
plicable Federal cost principles or
other terms and conditions contained
in the award.

(1} Eguipment means tangible non-
expendable personal property including
exempt property charged directly w
the award having 2 useful life of more
than one vear and an acguisition cost
of %65,000 or more per unit. However,
consistent with recipient policy, lower
limits may be established.

(m) Ezxcess property mmesns Droperty
under the control of any TFederal
awarding agency thai, as debermined
by the head thereof, ig no longer re-
guired for its needs or the discharge of
its responsibilities.

(n) Ezempt property means langiblie
perscnal property acgiired in whole or
in part with Federal funds, where the
Federal awarding agency has statutory
authority Lo vest title 1n the rscipient

41
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§215.2

without further obligation to the Fed-
aral Government. An example of ax-
empt property authorlty is contained
in the Federal Grant and Ccoperative
Agreement Act (31 U.S.C. §308), for
property acquired under an award 4o
conduct basic or applied research by &
non-profit institution of higher edu-
cagsion or non-profit organization
whose principal purpose ig conduacting
scientific research.

{0) Federal awerding agency means
the Federal agency that provides an
award to the recipient.

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

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

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

(8) Intangible property and debt instru-
ments mmeans, but is not limited to,
trademarks, copyrights, patents and
patent applications and such property
as loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangible or in-
tangible.

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

(u) Qullays or ezpenditures means
charges made 4o the project or pro-
gram. They may be reported on a cash
or accrual basis, For reports prepared
on a cash basls, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party In-kKind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
basis, outlays are the sum of cash dis-
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hursements for direct charges for goods
and services, the amount of indirsct ex-
pense incurred, the value of in-irind
contributions applied, and the net in-
crezse (or decrease) In the arnounis
owed by the recipient for goods and
other property received, f{or services
performed by employees, conbracbors,
subrecipients and other payees and
other amounts becoming owed under
programs for which no current services
or parformance ars required.

{v) Personal property means Droperty
of any kind except real property. I%
may be tangible, having physical exist-
ence, or intangible, having ne physical
existence, such as copyrights, patents,
or securities.

(w} Prior approvel means written ap-
proval by an authorized official evi-
dencing priocr consent.

(x) Program ifncome means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award
{see exclustons in §215.24(e) and (h)).
Program income includes, but is not
limited to, income from fees for serv-
ices performed, the use or rental of real
or personal property acguired under
federaliy-funded projects, the sale of
commodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award {funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, ste., or interest earned on any
of them,

(y) 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 atcom-
plishing the objectives of the award
during the project pericd. i

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

(az) Property means, unless otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments,
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‘Db Rew! properiy rmeans land, anelud-
ing land improvements, structures and
sppurienenoes  thersto, but excluass
movabie machinery and sguipment

{ce) Reapieni mesns an organization
recelving financial assistance directly
from Federal awarding agencies to
carry outl a project or program. The
term meludes public and private insii-
tations of higher education, public and
private hospitals, and other guasi-pub-
lic and private non-profit organizations
such as, but not limited to, community
action agencies, research Institutes,
educational associations, and health
centers. The term may include com-
mercial grganizations, foreign or inter-
national organizations {such as agen-
cies of the United Nations) which are
reciplents, subrecipients, or contrac-
tors or subcontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The Uerm
does not inciude government-owned
contractor-operated facilities or re-
search centers providing continued
support f{or mission-oriented, large-
scale programs that are government-
owned or controlled, or are designated
as federally-funded research and devel-
opment centers.

(ddy Resenrch und developmeni means
all research activities, both basic and
applied, and all development activitiss
that are supported at universities, col-
leges, and other non-profit institn-
sions. “‘Hesearch' is defined as & gys-
tematic study directed toward fuller
scientific knowledge or understanding
ol the subject studied. “Development’
is the systematic use of knowledge and
understanding gained {rom research di-
rected toward the production of useful
materials, devices, systerns, or meth-
ods, including design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuals in
rescarch technigues where such activi-
ties utilize the same facilities as other
research and development activities
and where such activities are not in-
cluded in the instruction function.

(=g} Small awoerds means a grant or
cooperative agreement not exceeding
the amall purchase threshold fixed at
41 11.8.C. 403(11) (currently §25,000;.

(£fy) Subcword means an award of fi-
nancial  assistance in the form of

§215.2

MONeY, 01 Proberty 1L ilelr of money
made Lnder an award by a recipient wo
an eligible subrecipient or by a2 sab-
recipient to a4 lower tier subrecipient
The term includes financial assistance
when provided by any legal agreement,
even I the agreement ls czlled & con-
tract, but does not include procure-
ment of goods and services nor does it
include any form of assistance which is
excluded f{from the definition of
“award’ in §215.2(e).

(gg) Subrecipient? means the legal enti-
1y to which a subawzard iz made and
which is accountable Lo the reciplent
for the use of the funds provided. The
term may include foreigm or inter-
national organizations (such as agen-
cies of the United Nations) at the dis-
cretion: of the Federal awarding agen-
cy.

thh) Supplies means all personal prop-
erty excluding egquipment, intangible
property, and debi instruments as de-
fined in this section, and inventione of
a contractor concelived or first actually
reduced to practice in the performamnce
of work under a funding agTreement
('subject inventions'), as defined in 37
CFR part 401, "Rights to Inventions
Made by MNonprofit Organizations and
Small Business Firms Under Govern-
ment Grante, Contracts, and Coopera-
Live Agreements.”

(i1) Sugpension meane an action by a
Federal awarding agency that tempo-
rarily withdraws Federal sponsocorship
under an award, pending corrective ac-
tion by the recipient or pending a deci-
sion to terminafe the award by the
Federal zwarding agency. Suspension
of an award is a separate action from
suspension under Federal agency regu-
lations implementing E.0. 12649 (51 FR
8370, 2 CFER, 1986 Comp., p. 189) and E.CO.
12680 (b4 ¥R 34131, 3 CFH, 1988 Comp.. p.
235}, *'Debarment and Suspension.”

(iiy Termination means the cancella-
tion of Federal sponsorship, in whole or
in part, under an agreement at any
time prior to the date of compietion.

(k¥) Third party in-kind contributions
means the value of nen-cash contribu-
tions provided by non-Federal third
partiss. Third party in-kind contribu-
ticne may be in the form of real prop-
erty, equipment, supphies and other ex-
penGable property, ang the valne of
goods and services directly benefiting




§215.3

and  specifically 1dentifiable o the
projecht or program.

(11} Unliquidated obligations, for finan-
cial reports prepared on a cash basis,
means the amount of obligations in-
curred by the recipient that have not
heen paid. For reports prepared on an
accrued sxpenditure basls, they rep-
resent the amount of obligations in-
curred by the recipient for which an
outiay has not been recorded.

(mm) Unobligated balonce means the
portion of the funds authorized by the
Federal awarding agency that has not
neen ohtigated by the reciplent and is
determined by deducting the cumu-
lative obligations from the cumulabive
funds authorized.

(nn) Unrecovered indirect cost means
the difference between the amount
awarded and the armount which could
have been awarded under the recipl-
ent’s approved negotiated indirect cost
rate.

{on) Working capitae! advance means 2
procedure whereby funds are advanced
to the recipient to cover its estimated
disbursement needs for a given Initial
period.

§216.3 Effect on other issuances.

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

§215.4 Deviations,

The Office of Management and Budg-
et (OMB) may grant exceptions for
classes of grants or reciplents subject
to the requirements of this part when
exceplbions are not prohibited by stat-
ute. However, in the inferest of max-
imum gniformity, exceptions from the
requiremenss of this part shall be per-
mitted only in unusual circumstances.
Foderal awarding agpencies may apply
more resgtrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive reguirements
when awarding smali awards, except
fer those requirements which are stat-
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utory. BExceptions on a ¢aSe-by-case
hasis may also be made by Federal
awarding agencies,

$215.5 Subawards.

Unless sections of this part specifi-
eally exclude subrecipients frorn cov-
erage, the provisions of this part shall
he applied to subrecipients performing
work ander awards {f such subrecipi-
ents are institutions of higher edu-
cation, hospitals or ¢ther non-profit or-
ganizations. State and local govern-
ment. subrecipients are subject to the
provisions of regulations implementing
the grants managemsnt common rule,
“Uniform  Administrative  Require-
ments for Grants and Cooperative
Agreements to State and Local Gov-
ernments,’” published at 7 CFR parts
3015 and 3016, 10 CFR, part 600, 13 CFR
part 143, 16 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 575, 590, 850, 882, 905,
941, 968, 870, and 990, 28 CFR part 66, 29
CFR parts 87 and 147C, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CPR part 43, 40 CFR pargs 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 502, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

[69 FR 26201, May 11, 2004, as armended at 70
FRE 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

§215.10 Purpose.

Sections 21511 through 215.17 pre-
scribe forms and instructions ard other
pre-award matters to be used in apply-
ing for Federal awards.

§215.11 Pre-award policies.

(&) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agsncy
shall decide on the apypropriate award
instrument ({(i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.S.C. 8301-08) governs the use of
grants, cooperative agreements and
contrac{s. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation aunthorized by Federal
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statute., The Blatulory criverion fo!
choosing between grante and cOopela-
Live agreements 18 that for the lavier,
“substantial involvement 15 expected
between the executlve agency and bhe
State, lotal government, or other re-
cipient when carrying cut the activity
contemplated in the agreement.’ Con-
tracts shall be used when the principal
purpose i acguisition of property or
services ior the direct benelil or use of
the Federal Government.

{by Puhlic Notice and Priority Sat-
ting. Federal awarding zgencies shall
nouify the public of its intended fund-
ing priorities for discretionary grant
programs, unless funding priorities are
established by Federal statute.

§215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awarding agencies shall
comply with the applicable repert
clearance requirements of & CFR part
1320, “‘Controlling Paperwork Burdens
on the Public,” wiih regard to all
forms wused by the Federal awarding
agency iv place of or as a supplement
to the Standard Form 424 (SF-424) se-
Iies.

(b} Applicants shall use the S7-424
series or those {orms and instructions
prescribed by the Federal awarding
ageEncy.

(¢} For Federal programs covered by
E.Q. 12387, “Intergovernmental Review
of Federal Programs,” (47 FR 308258, 3
CFR, 15982 Comp., p. 197) the applicant
shall complete the appropriate sections
of the S¥F-424 (Application for Federal
Assistance) indicating whether the ap-
plication was subject to review by the
State Dingle Point of Contact (SPOC).
Tne name and address of the SPOC for
a particnlar State can be obiained from
the Federal awarding agency or the
Catalog of Federul Domestic Assistance.
The SPOC shall advise the sapplicant
whether the program {fer which applica-
tion is made has been selected by that
State {or review.

(d) Federal awarding agencies that do
not use the SF—424 form should indi-
cate whether the application is subject
e review by the State under E.Q. 12372

£215.13 Debarment and suspension.

Federal awarding agencies and re-
cipients shall comply with Federal
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agency regulatlons rmplementing E.C s
1254Y and 12685, “Liebarment and Sus-
pension.” Under those regulations, cer-
tain parties who are debarred, sus-
pended or otherwise excluded may not
he participants or principals iy Federal
asgistance awards and subawards, and
in  certain contracts  under thoese
awarfis and subawards.

[70 TR 51879, Aug 31, 3005)]

£215.14 Special award conditions.

If an applicant or recipient: has a his-
tory of poor pericrmance, ie not finan-
cizlly stable, has a management gys-
tem that does not meet the standards
prescribed in this part, has not con-
formed to the terms and conditions of
a previcus award, or is not otherwlse
responsible, Federal awarding agencies
may lmpose additional requiremente ag
needed, provided that such applicant or
recipient is motified in writing as to:
the nature of the additional require-
ments, the reason why the additional
requirermnents are being lmposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
requesting reconsideration of the addi-
tional reguirements imposed. Any spe-
cial conditions shall he promptly re-
moved onee the conditions that
prompied them have heen corrected.

§215.15 Metrie
mendt.

The Wetric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act (8 U.8.C. 205 de-
clares that the metric system is the
preferred measurement system for U.S.
trade and commerce. The Act reguires
each Federal agency Lo establish a date
or dates in consultation with the Sec-
retary of Commerce, when the metric
systern of measurement wili be nsed in
the agency's procurements. grants, and
other business-related activities. Met-
ric implementation may take longer
where the use of the system ig initially
impractical or likely o cause signifi-
cant inefficiencies in the agcomplish-
ment of {ederally-funded activiiies.
Federal awarding agencies shall follow
the provisicns of E.O. 12770, “'Metric
Usage in Federal Government Pro-
grams’’ (56 FR 35801, 3 CFR. 1991 Comp .,
p. 343).

system of measure-

|
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4915.16 Resource Conservation and

Recovery Act,

Under the Act, any State agency or
agency of & polifical subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
5002. Section 6002 requires that pref-
erence be given in procurement pro-
zrams to the purchase of speclfic prod-
acts containing recycled materials
idensified in guidelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-254). Accord-
ingly, State and local Institutions of
nigher education, hospltals, and non-
profit organizations that receive direct
Fadara) awards or other PFederal funds
shajl give preference in thelr procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
ucts pursuant to the EPA guidelines.

§215.17 Certifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is authorized and encouraged to
aliow recipients to submit certifi-
cations and representations reguired
by statute, executive order, or regula-
tion onm an annual basis, if the recipi-
ents have ongoing and continuing rela-
tionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
aguthority to ensure recipients' compli-
ance with the pertinent requirements.

Subpart C-—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

dections 216.21 through 216.28 pre-
scribe standards for financial manage-
ment systemns, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
aocounting for program income, budget
revision approvals, making audits, de-
termining allowability of cost, and es-
tablishing fund availability.

§215.21 Standards for financial man-
agement systems.

{a) Federal awarding agencies shall

raquire recipients to relate financial
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datz o performance data and develop
unit cost information whenever prac-
tical

(b)Y Recipienss' flnancial management
systems shall provide for the following.

(1) Accurate, current and complete
disclosure of the financial resulfs of
each f{edsrally-sponsored project or
program In accordance with the report-
ing requirements set forth in §218.52. If
z Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains lts records on
other than an acecrual basis, the recipl-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basls of an
analysis of the documentation on hand.

(2) Records that identify adeguately
the source and application of funds for
federally-sponscrad activities. These
records shall contain information per-

taining to Federal awards, authoriza-

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

(8) Effective control over and ac-
countability for all funds, property and
other assets. Recipients shall ade-
quately safeguard 211 such assets and
agsure they are used sclely for author-
ized purposes.

(4) Comparison of outlays with budg-
et amounts for each award. Whenever
appropriate, financial information
should be related fto pericrmance and
unit cost data.

(6) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient {from the U.S.
Treasury and the issuance or redemp-
tion of checks, warranfts or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIAY (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treazsury-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 reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicable
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Federal cosl principles anc Lhe termes
znc6 conditions of the award.

(7; Accounting records including cost
wocounting records thal are supporied
by sLUrce doCUMEenLaLion

i) Where the Federal Government
guarantees or insures the repayment of
mouney borrowed by the recipient, the
Federal awarding zgency, at ite discre-
sion, may reqguire adegquate bonding
and insurance if the bonding and insur-
ance reguirements of the recipient are
not deemed adequate tc protect the in-
terest of the Federal Government.

(d) The Federal awarding agency may
require adeguabe fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest.

(e} Where bonds are reguired in the
situnations described above, the bonds
shall be obtained from companies hold-
ing certificates of authority as accepi-
able sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Business with the United States. ™

§215.22 Payment.

{a) Payment methods shall minimize
the time elapsing between the transfer
of funds from the United States Treas-
ury and the issnance or redemption of
checks, warrants, or payment by other
means by the recipients. Payment
methods of State agenciss or instru-
mentalities shall be consistent with
Treasury-State CMIA agreements Or
default procedures codified at 31 CFR
part 205,

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

(1) Written procedures that minimize
the time elapsing between the transfer
of {funds and disbursement by the re-
cipient, and

(2) Financial managemeni systems
that meet the standards for fund con-
tro! and accountability as established
in §216.2). Cash advances to a recipient
organization shall be limited to the
minimum amounts needesd and be
timed to be in accordance with the ac-
tuel, immediate cash requirements of
the recipient organization in carrying
out the purpose of the approved pro-
gram or project. The $iming and
amount of cash advances shall be 28
close as 18 administratively feagibie Lo

§215.22

the actua: disbursements by the recipl-
ent organization for direci pProgram or
project coste and the proportichate
share of any allowable indirect coste.

(¢! Whenever possible, advances shall
be consolidated to cover anticipated
cash needs for all awards made by the
Federal awarding apency Lo the recipi-
ent.

(1) Advance payment mechanisms in-
clude, but are not limited wo, Treasury
check and electronic funds transfer.

(2; Advance payment mechanisms are
subject to 31 CFR part 200,

{8) Recipients shall be authorized to
submit requests for advances and reim-
burserments at least monuhly when
electronic fund transfers are not used,

{d) Reguests {for Treasury check ad-
vance payment shall be submitted on
S¥-270, “Reguest for Advance or Relm-
bursement,” or other formes as may be
authorized by OMB. This form 1s not to
be used whern Treasury check advance
payments are made to the recipient
antomasically through the use of a pre-
determined payment gchedule or if pre-
cluded by special Federal awarding
agency instructions for electronic
tfunds transier.

() Relmbursement is tne preferred
method when the reguirements in
§215.12(b) cannot be met. Federal
awarding agencies may also ase Lhis
methed on any construction agree-
ment, or if the major portion of the
construction project is accomplished
through private market finencing or
Federal loans, and the Federal assist-
ance constitutes & minor portion of fhe
project.

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

(2} Recipients shall be authorized tc
submit reguest for reimbursement at
least monthly when electronic funds
transfers are not used.

(I} if a recipient cannot meet the cri-
teria for agdvance payments and the
Federal awarding agency has deter-
mined that reimbursement is not iea-
sible because the recipient lacks saffi-
cient working capital, the TFederal
awarding agency may provide cash on a
working capital advance basis. Under
this procedure, the Federal awarding

4%
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agency shall advance cash i the re-
sipient to cover its estimated dishurse-
ment needs for an initlal periocd gen-
erally gearsd to the awardee's dis-
hursing cycle. Thereafter, the Federal
awarding zgency shall reimburse the
reciplent for its actual cash disburse-
ments. The working caplial advance
method of payment shall not be used
for reciplents unwllling or unable io
provide timely advances Lo thelr sub-
recipient to meet the subrecipient’s ac-
tual cash dlebursernents.

(g) To the extent available, recipi-
ants shall disburse funds avallable from
repayments to and interast earned on &
revolving fund, program income, re-
bates, refands, contract settlements,
audit recoveries and interest earned on
guch funds before requesting additional
cash payments.

(h) Unless otherwise required by stat-
ute, Federal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
during the preject period unless para-
graphs (h)X1) or (Z) of this section
apply.

(1} A recipient has failed to comply
with the project objectives, the terms
znd conditions of the award, or Federal
reporting requirements.

(2) The recipient or subrecipient is
delinquent in a debt to the United
States as defined in OMB Circular A-
139, “Managing Federal Credit Pro-
grams.” Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inforrn the recipient
that payments shall not be made for
ohligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

(1) Standards governing the use of
banks and other institutions as deposi-
tories of funds advanced under awards
are as follows. ’

(1) Except for situations described in
paragraph (1)(2) of this section, Fedaral
awarding azgencies shall not require
separate depository accounts for funds
provided o a recipient or establish any
elipibility requirements for deposi-
tories for funds provided to 4 recipient.
However, recipients must be able to ac-
count for the receipt, obligation and
axpenditure of funds.
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(27 Advances of Faderal funds shall be
deposited and maintained in insured
accounts whenever possible.

(j) Consistent with the national goal
af expanding the opportunities for
women-cwned and minority-owned
business enterprises, recipients shall be
encouraged to use women-owned and
minority-owned banks (z bank which is
owned at least 50 percent by women or
minority group members).

{k) Reciplents shall maintaln ad-
vances of Federal funds in interest
bearing accounts, unless paragraphs
()1, (2) ar (3) of this section apply.

(1) The recipient receives less than
$1206,000 in Federal awards per year.

(2} The best reasonably available in-
terest bearing account would not be ex-
pected to earn interest in excess of §250
per yvear on Federal cash balances.

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

(1) For those entities where CMIA
and its itmplementing regulations at 31
CFR part 206 do not apply, interest
earned on federal advances deposited
in interest bearing accoun$s shall be
remitted annually 5o Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up to $250 per
year may be retained by the recipient
for administrative expense, State uni-
versities and hospitals shell comply
with CMIA, as if 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 the Federal awarding
agency, it waives its right to recover
the intercat under CMIA,

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

(1} SF-270, Request for Advance or
Relmbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds frans-
fer or predetermined advance methods
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are not used Federa! awarding zgen-
cies nowever, have the option of using
thie form {or CONSTracilon Prograluis in
e of the SF-271 “Gutlay Report and
Feguest {for Reimbursement {or Con-
spruction Programs.’

2y SF-27i, Outlay Report and Re-
guest for Reimbursement for Construc-
vion Programs. Each Federal awarding
ageucy shall adopt the SF-271 as the
standard form to be used for requesting
reimbursement for construction pro-
grams. However, a Federal awarding
agency ma¥y substitubte the SF-270
when the Federal awarding agency de-
termines that it provides adequate in-
formation to meet Federal needs.

£215.23 Cost sharing or matching.

(a; All conuribations, ineclading cash
and third party in-kind, shall be ac-
cepted as part of the recipient's cost
sharing or matching when such con-
tributions meet all of the following cri-
teria.

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

{2) Are not included as contributions
{or any other federally-assisted projact
Cr Program.

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

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

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

(6) Are provided {for in the appreved
budgst when required by the Federal
awarding agency.

(7) Conform tc other provisions of
this part, a8 applicable.

(b) Unrecovered indirect costs may be
inciuded as part of cost sharing or
matching only with the prior approval
of the Federal awarding agency.

(¢} Values {or recipient contributions
of services and properiy shall be estab-
lished in accordance with the applica-
ble cost principles. If a Federal award-
ing agency authorizes recipients to do-
nate buildings or land for construction/
{acilities acquisition projects or long-
term use, the wvalue of the donated
properiy {or cost sharing or matching
snall be the lesser of paragraphe (c)l)
or {2i of thie secvion.
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(i) The cercifie value of the remair-
1ng life of the property recorded in the
recipient’s accounting records al the
mme of donation.

(27 The current {air market value.
However, when tnere ig suificient jus-
tificavion, the Federal awarding agen-
¢y may approve the use of the current
{air market value of the doneted prop-
erty, even if it eXceeds the ceruified
value at the time of donaticn to the
project

(d) Volunteer services furnished by

rofessional and technical personnel,
consultants, and other skilled and un-
skilled labor may bhe counted as Cost
sharing or matcning if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
veolanteer services ghall be comsistent
with those paid for simnilar work in the
recipient’'s organization. In those in-
stances in which the reguired skills are
not found in the recipient organization,
rates shall bhe consistent with those
paid for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, allowable, and allocable may
be included in the valuation.

{e) When an emplover other than the
reciplent furnishes the services of an
gmployee, these services shall be val-
ued at the employee’s regular rate of
pay (plus an amount of iringe benefits
that are reascnable, allowable, and al-
locable, but exclusive of overhead
costs), provided these services are in
the same skill for which the employee
is normally paid.

(f) Donated supplies may include
such items as expendable eguipment,
office supplies, laboratory supplies or
workshop and classrporn  supplies.
Value aspessed to donated supplies in-
cluded in the cost sharing or matching
share shall be reasonable and shall not
excesd the fair market valne of the
property at the time of the donation,

(g3 The method used {or determining
cost sharing or matching for donated
equipment, buildings and land for
which title passes to the recipient may
differ according to the purpose of the
award, if paragraphs (g)(1) or (2) of this
section apply.

(1) T{ the purpose of the award i to
assist the reciplent in the acguisition

Al
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of eguipment, buildings or iand, the
total value of the donated property
may be claimed as cost sharing or
matching.

{2y If the purpose of the award is to
support activities that require the use
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full value of equip-
ment or other capltal assets and fair
rental charges for land may be allowed,
provided thaf{ the Fedesral awarding
agency has approved the charges.

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

(1) The value of donated land and
buildings shall not exceed 1ts 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 equipment
shall not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation.

(3) The value of donated space zhall
nof exceed the fair rental value of com-
parable space as established by an inde-
pendent appratsal of comparablie space
and facilities in a privately-owned
building in the same locality.

(4) The value of loaned equipment
shall not exceed ifs fair rental value.

{6y The following requiremenfs per-
tain o the recipient’s supporting
records for in-kind confributions from
third parties.

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

(ii} The basls for determining the
valuation for perscnal service, mate-
rial, eguipment, butldings and land
shall be documented.

§215.24 Program income.

(a) Federal awarding agencies shall
apply the standards set forth in this
section in reqguiring recipient crganiza-
sions to account for program Iincome

2 CFR Ch, Il (1-1-0¢ Edition)

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

{b} Except as provided in paragraph
(h) of this sectlon, program income
earned during the project period shall
be retained hy the recipient and, In ac-
cordance with Federal awarding agency
regulations or the ferms and condi-
tions of the award, shall be 1sed in one
ar more of the ways listed in the fol-
lewing.

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

{2) Used to fihance the non-Federal
share of the project or program.

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

(c) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)1) or (b)(2) of
this section, program income in excess
of any lirnits stipulated shall be used in
accordance with paragraph (bX3) of
this section.

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

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

(N If anthorized by Federal awarding
agency regulations or fthe terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged 6o
the award.

ATTACHMENT .. T/
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(g Froceeds iromr the sgle 07 property
shall be handled ir accordance with the
regiirements of tne Property Stand-
ards (see §215.30 through §215.37).

(h)y Unless Federal awarding agency
regulations or the terms anc condition
of the award provide otherwise, recipl-
snte shall nave wo obligation to the
Federal Government with respect ©o
prograrm income earned from l1cense
{eee and royalties Jor copyrighted ma-
terial, patents, pateni applications,
trademarks, and inventione produced
under an award. However, Patent and
Trademark Amendments (35 U.S.C. 18)
aoply 10 inventions made under an ex-
perimental, developmental, or research
award.

£215.25 Revision of budget and pro-
gram plans.

(&) The budeget plan iz the financial
expression of the project or program as
approved during the award process. It
may include either the Federal and
non-Federal snare, or only the Federal
share, depending upon Federal award-
ing agency requirements. It shall be re-
lated to performance for program eval-
uation purposes whensver appropriate.

by Reciplents are required to report
deviations from budget and program
plane, and reguest pricr approvals for
budeget and program plan revisions, in
accordance with this section.

{cy For nonconstruction awards, re-
cipients shall request prior approvals
from Federal awarding agencies {or one
or more of the following program or
budget related reasons.

(1) Change in the scope or the objec-
tive of the project or program {(even if
there is mo associated budget revision
requiring prior written approval),

{2; Change in & key person gpecified
in the application or award document.

(3) The absence for more than three
months, or a 25 percent reduction in
time devoted tc the project, by the ap-
proved project director or principal in-
vesngator.

(4) The mneed for additional Federal
funding.

{5) The transfer of amounts budgeted
{or indirect costs o absorb increasss in
direct coste, or vice versa, if approval
is required by the Federal awarding
4EENCY.
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(6, Tne mclusion, uniest waived Ly
the Federzl awarding agency, of cosus
that reguire Drior approval 1n accord-
anee with any of the fcllowing, as ap-
plicable:

(1) 2 CFR part 220, " Cost Principles
{or BEducational Instivutions (OME Cir-
cular A-213""

{ii} 2 CFR partl 230, “'Cost Prnciples
for Non-Profit Organizations (OME Cir-
cular A-1223"

iiiy 45 CFR part 74, Appendix E,
“Principles for Determining Costs Ap-
plicable to Research and Development
ynder Grants and Contracts with Hos-
pitals;" and

(iv) 48 CFR part 3%, “‘Contract Cost
Principles and Procedures.”

(7) The transfer of funds aliotted for
training allowances (direct payment 1o
trainees) to other categories of ex-
PENGe.

(8) Unless described in the applica-
tion and fuanded in the approved
awards, the subaward, transier or con-
tracting out of any work under an
award, This provision does not apply to
the purchase of supplies, maierial,
equipment or peneral support services.

(d) No other prior approval require-
ments for specific items may be -
posed unless & deviation has been ap-
proved by OMB.

(e) Except for requiremenis listed in
paragraphs {¢)1) and (c)(4} of this sec-
ticn, Federal awarding agencies are au-
therized, at their option, to walve cosi-
relaled and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 and 230 (OMB Circulars A-2]1 and A-
122). Buch waivers may include author-
izing recipients tc 4o any one or rmore
of the following.

{1y Incur pre-award costs 90 calendar
days prior to award or more than 9¢
calendar days with the prior approval
of the Federal awarding agency. All
pre-award costs are incurred at the re-
cipient’s risk (i.e., the Federal award-
ing agency is under ny obligation O re-
imburse such costs if for any reason
the recipient does not receive an award
or if the award is less than anticipated
and inadequate to cover suCh costs).

(%) Initiate a ome-time extension of
the expiration daze of the award of up
10 12 months uniess one or more of the
{following condivions apply. For cone-
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sime extensicns, the recipient must no-
tify ithe Federal awarding agengy in
writing with the supporting reasons
and revised expiration date at least 10
days hefore the expiration date speci-
flad in the award. This one-time exten-
sion may not be exercised merely for
the purpose of using unobligated bal-
aAnces.

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

(i1) The extension requires additional
Faderal funds.

(i11) 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 research,
unlesg the ¥ederal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in this
paragraph {e) are automatically walved
{i.e., recipients need not obtain such
pricr approvals) unless one of the con-
ditions included in paragraph (e)2) ap-
plies.

{fy The Federal awarding agency
may, at its option, restrict the transfer
of funds among direct cost categories
or programs, functiong and activifies
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such transfers
exceeds or ig sxpected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a transfer that would cause any
Federal appropriation or part thereof
to be used for purposes ofher Shan
those consistent with the original in-
tent of the appropriation.

(g) A1l other changes to nonconstruc-
tion budgets, except for the changes de-
scribed in paragraph (i) of this section,
do not require prior approval.

(n) PFor construction awards, recipl-
ents shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs ()1}, (2) or (3) of this sec-
tion apply.

(1) The revision results from changes
in the scope or the objective of the
project or program.

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

(1) No ofther prior approval require-
ments for specific ltems may be im-
posed unless a deviation has been ap-
proved by OMB.

(3} When a Fedseral awarding agency
makes an award that provides suppoert
for both construction and nonconstrac-
ticn work, the Federal awarding agen-
cy may requlre the recipient to reguest
prior approval from the Federal award-
ing agency before making any fund or
budget transfers between the two types
af work supported.

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

(I} When requesting approval for
budget revisicns, 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 budg-
et revisions, Federal awarding agencies
shall review the reguest and notify the
recipient whether the budget revisions
have been approved If the revision is
still under consideration at the end of
30 calendar days, the Federal awarding
agency shall inform the recipient in
writing of the date when the recipient
may expect the decision.

{69 FR 26281, May 11, 2064, as emended at 70
FR 51880, Aug. 31, 2005}

§215.26 Non-Federal audits.

(a) Reciplents and subrecipients that
are institutions of higher education or
other non-profit organizations (Includ-
ing hospitals} shall be suhject to the
andit requirements contained in the
Single Andit Act Amendments of 1996
(31 U.3.C. 7001-7507) and revised OMB
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Clronlar £-185 vAudive of  Blates,
Local Governrnents, and Non-Frofit Or-
Sunizations

(b; Stale and local governmenie shall
be subject te the zandit reguirements
contained in the Single Audit Act
Arnendments ol 1996 (31 U.S.C. 7501-
7507 and revised OME Circular A-132
“Audits of States, Local Governments,
and Non-FProfit Organizations.’™

(¢} For-profit hospitals not covered
by the audit provisions of revised OMB
Circular A-133 shall be subject to the
audit requirements of the Federal
awarding agencies.

(d) Commercial organizations shall
Le subject to the andit reguirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

§215.27 Allowable costs.

For each kind of recipient, there is &
set of Federal principles for deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
lopal or federally-recognired Indian
trival governments is determined in
accordance with the provisions of 2
C¥E part 22h, ‘“'Cost Principles for
State, Local, and Indian Tribal Govern-
ments (OME Circular A-87."" The allow-
apility of costs incurred by non-profit
crganizations is determined in accorg-
ance with the provisions of 2 CFR part
230, “'Cost Principles for Non-Profit Or-
ganizations (OME Circular A-122)." The
allgwability of costs incurred by insti-
tutions of higher education is deter-
miined in accordance with the provi-
sions of %2 CFR part 220, "'Cost Prin-
cipies {for Educational Institutions
(OME Cireular A-21}.” The allowability
of costs incurred by hospitals is deter-
mined in accordance with the provi-
sions of Appendix E of 45 CFR part 74,
“Principies for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowabllity of costs in-
curred by commercial organizations
and those non-profit organizations list-
ed in Attachment C to Clroular A-122 is
determined in accordance with the pro-

EZ1E 29
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vigions of the Federal Acyglisivion Reg-
alavior (FAE) at 4k CFE pary 31,

170 FE 51880, Aug 31, 8005]

£215.28 Period of availability of funds.

Where a funding perio¢ is specified, &
recipient may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
riod and any pre-zward costs author-
ized Dy the Federal awarding agency.

$215.29 Conditional exemptions.

(o) OMB authorizes condivional ex-
emption from OMEB adminisirative re-
quirements and cost principles circu-
lars for certein Federal programs with
statutorily-authorized consclidaied
planning and consclidated administra-
vive funding, that are idexntified by a
Federal agency and apnroved by the
head of the Execntive department or
establishment. A Federal agency shall
consnlt with OME during its consider-
ation of whether to grant such an sx-
emption.

(by To promote efficiency in State
and local program administration,
when Federal mnon-entitiement pro-
grams with common purposes have spe-
cific statutorily-anthorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the State agency’s resources come
from non-Federal sources, Federal
agencies may exempt these covered
State-administered, nor-entitlement
grant programs {rom certain OME
grants management requirements. The
exemptions would be from:

(1) The requirements in 2 CFR part
225, “*Cost Principies {or State, Local,
and Indian Tribal Governments (OMB
Circular A-87)" other than the
allocability of costs provisions that are
contained in subsection C.3 of Appendix
4 to that part;

{2) The reguirements in 2 CFR part
220, “Cost Principles for Eaucational
Institutions (OMB Circular A-21)"
other than the allocability of costs pro-
visiong that are contained in paragraph
C.4in section C of the Appendlx to that
part:

(3) The reguirements in 2 CFR part
230, “'Cost Principies for Non-FProfit Or-
ganizations (OMB Circular A-12Z"

— . _
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sther than the allocability of costs pro-
visions that are in paragraph A4 in
section A of Appendix A to that pars;

f4y The administrative reguirements
provisions of part 215 (OMB Circular A-
110, “Uniform Administrative Reguire-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tlong.”), and

{5} The agencles’ grants management
common rizle (see §215.5).

(c) When a Federal apency provides
this flexibility, as & prerequisite fo a
State's exercising this option, a State
must adopt 1ts own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
cinles for State, Local, and Indian

ribal Governments (OMEB Circular A-
873" and extend such policies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
aral statutory and regulatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or its sub-
recipients.

(69 F'R 26281, May 11, 2004, 28 amsnded at 70
FR 51881, Aug. 31, 2005]

PROPERTY STANDARDS

§215.30 Purpose of property stand-

ards.
Sections 21531 through 2156.37 set
forth aniform standards governing

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

Recipients shall, at a minimuam, pro-
vide the equivalent insurance coverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by the recipient
Federally-owned property need not bhe
insured unless required by the terms
and conditions of the award,

Insurance caverage.

§215.32 Real property.

Each Federal sawarding agency shall
prescribe regquirements for recipients
concerning the use and disposition of
real property acguired in whole or in
part under azwards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall contain
the foliowing.

{a} Title to real property shall vest in
the recipient subject to the condition
that the recipient shall use the real
property for the authorized purpose of
the project as long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding

‘agency.

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

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

{1) The recipient may be permitted to
retain title without further obligation
to the Federal Government after it
compensates the Federal Government
for that percentage of the current {air
market value of the propsarty astrib-
utable to the Federal participation in
the project.

T
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{2y The recipient may be directed Lo
sell the property under guldelinegs pro-
vided by the Federal awarding agency
and pay the Federal Government for
vhat percentage of the current fawr
market value of the propervy attrib-
uvable to the Federal participation in
the project {after deducting actual and
reasonable selling and fix-up expenses,
if any, from the sales procesds). When
the racipient 15 authorized or reguired
to sell the property, proper saleg proce-
dures shall be established that provide
for competition to the extent prac-
ticable and result in the highest pos-
sible return.

(3) The reciplent may be dirscted o
transfer title to the property tc the
Federal Government or to an eligible
third party provided that, in such
cases, the recipient shall be entitled to
compensation for its attributable per-
centage of the current fair markst
value of the property.

§215.38 Federally-owned and ezempti
property.

(&) Federolly-owned property. (1) Title
to federally-owned property remains
vested in the Federal Government. Re-
cipients shall submit annnally an in-
ventory listing of {e@erally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the award or Wwhen the property i no
longer needed, the recipient shall re-
port the property to the Federal award-
ing agency for further Federal agency
utilization.

(2) If the Federal! awarding agency
nas no further need {or the propersy, it
shall be declared excess and reported to
the General Services Administration,
unless the Federal awarding agency
has statutory authority to dispose of
thie property by alternative methods
(e.g., the aunthority provided by the
Federal Technology Transfer Act (15
T.s.C. 3710 (I} to donate research
egulpment to edncational and non-prof-
it organizations in accordance with
E.0. 12821, “Improving Mabthematics
and Science Education in Support of
the National Edncaticon Goals" (57 FR
54285, 3 CFR, 1992 Comp., p. 323)). Ap-
propriate mstructions shall be issued
to the recipient by the Federal award-
ing agency.

o

§215.34

(Ly Erempr property. When suatulory
suthority exisis, the Federal awarding
agency has the option Lo v&S8L title te
property acquired with Federal funds
In the recipient without further obligz-
tion to the Federal Government and
under conditicns the Federal awarding
agency considers appropriate. Such
Properiy is “exempt property.’’ Should
4 Federal awarding agency not esiab-
lish conditions, title 0 exempt prop-
erty upon acgquisition shall vest in the
recipient without further obligation to
the Federal Government.

§215.34 Eguipment.

(&) Title t¢ equipment acguired by a
recipient with Federal funds shall vest
in the recipient, subject to conditions
of this section.

(b) The recipient shall not use equip-
ment acgquired with Federal funds to
proviie services 1o non-Federal outside
organizations for & fee that is less than
private companies charge for eguiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Federal Government retains an
interest in the equipment.

() The recipient shall use the eqguip-
ment in the project or program for
which it was acquired as long as need-
ed, whether or not the project or pro-
gram continues te be supported by Fed-
eral funds and shail not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for the original project or pro-
gram, the recipient shall use the equip-
ment in connection with its other fed-
erally-sponsored activities, in the {ol-
lowing order of priority:

{1} Activities sponsored by the Fed-
eral awarding agency which funded the
original project, then

{2y Activities sponsored by other Fed-
eral awarding agenciles.

(d) During the time that equipment
is used on the project or program ifor
which it was acguired, the recipient

"shall make it available for use on other

[sha]

projects or programs if such other use
will not interfere with the work on the
project or program for which the equip-
ment was originally acquired. First
preference for such other use shall be
given to other Dprojects or programs
sponsored by the Federal awarding
agency that finamced the eguipment,

-1
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second  preference shall be given o
projects or programs sponsored by
other Federa! awarding agencies. If the
squipment is owned by the Federal
Government, use on other activities
not sponsored by the Federal Govern-
ment shall be permissible 1f authorized
hy the Federal awarding agency. User
charges shall be treated as program in-
come.

{e) When acquiring replacement
equipment, the recipient may use the
equipment $o be replaced as trade-in or
sell the equipment and use the pro-
ceeds to offset the costs of the replace-
ment egquipment subject to the ap-
proval of the Federal awarding agency.

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

(1) Eguipment{ records shall be maln-
tained accurately and shall include the
following infermation.

(i) A description of the equipment.

(11} Manufacturer's serial number,
model number, Federal sbock number,
nationsal stock number, or other identi-
fication number.

{ii1) Source of the eguipment, includ-
ing the gward number.

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

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

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

{vil) Location and condition of the
equipment and the date the informa-
tion wag reported.

{viii} Unit acquisition cost.

(ix) Ultimate disposition data, in-
cluding date of disposal and salss price
or the method used to determine cur-
rent fair market value where a recipi-
ent compensates the Federal awarding
agency for 1ts share.

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

(3) A physical inventory of equipment
shall be taken and the results rec-
onciled with the eguipment records at
least onge every two years, Any dif-

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

ferences between guantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and continued need for the
squipment,

{4) A control system shall be in effect
to insure adequabte safeguards to pre-
vent loss, damage, or theft of the
equipment. Any loss, damage, or theft
of equipment shall be investigated and
fully documented; if the equipment was
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agency.

(6) Adequate maintenance procedures
shall be implemented to keep the
equipment 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 competition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the equipment, fthe equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
recipient may retain the equipment for
other uses provided that compensation
{s made to the original Federal award-
ing agency or I1fs successor. The
amount of compensafbion shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
guest dispesition instructions fromn the
Pederal awarding agency. The Federal
awarding agency shall determine
whethar the equipment can be used f{o
meef the agency’s requirements. If no
requirement exlsts within that agency,
the avallability of the equipmeant shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the eguipment exists in other
Fedsral agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar
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davs after the reClpient’s reguest and
the foliowing precedares shall govern

{1y If su instrucied or 1f disposition
instructiong are not issued within 120
calendar days afver the recipient's re-
guest, whe reciplent shall sell the
egquipmen: and reimburse the Federal
awarding agency an armount computed
by applying to the sales proceeds the
percentage of Federal participation 1in
the cost of the original project or pro-
pram. However, the recipient shall be
permisted to deduct and retain {rom
the Federal share $500 or ten percent of
the proceeds, whichever iz less, for the
recipient's selling and handiing ex-
DENBES.

{2y If the recipient is instructed o
ship the eguipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Government by an amount which
is computed by applying the percent-
age of the recipient’s participation in
the cost of the original project or pro-
gram to the current fair market value
of the eguipment, plus any reasonable
shipping or interim storage costs in-
curred,

(3) If the recipient is imstructed to
ptherwise dispose of the equipment, the
recipient shall be reimbursed by the
Federal awarding agency for such costs
incurred in i4s disposition.

{4) The Federal awarding agency may
reserve the right to transfer the title
to the Federal Government or to a
third party named by the Federal Gov-
ernment when such third party is oto-
erwist eligible under existing siatutes.
Buch transfer shall be subject to the
{foliowing standards.

(i The equipment shall be appro-
priately identified in the award or oth-
erwise meade known to the recipient in
writing.

(1) The Federal awarding agency
shall issue disposition instructions
within 120 calendar days after receipt
of a final inventory. The final inven-
tory shall list zll eguipment acguired
with grant funde and federally-owned
equipment. If the Federal awarding
agency ifails (¢ issue disposition Iin-
sbructions within the 120 calendar day
period, the recipient shall apply the
standards of this ssction, as appro-
prigte.

(111} When the TFederal awarding
agency exercises its right to take tivie,

o

Ja

§215.56

the sguiprnent shall be subjzcl e the
provisions for lederally-owned egulp-
ment.

t215.35 Supplies and
able property.

other expend-

(a) Title to supplies and other ex-
pendable property shall vest in the re-
cipient Upon acguisition. 1f there i 2
residual inventory of unused supplies
excesding $5000 in  toval aggregate
value npon termination or completion
of the project or program and the sup-
plieg are not needed for any other fed-
erally-sponsored project or program,
the recipient shall retain the suppliss
for use on non-Federal sponsored ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
ernment for its share. The amount of
compensation shall be computed in the
same manner as for eguipment.

{p) The recipient shall not use sup-
plies acquired with Federzl funds to
provide services Lo non-Federal outside
organizationg for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute as loug as
the Federal Government retains an in-
terest in the supplies.

$215.36 Intangible property.

{a) The recipient may copyright any
work thal is sub)ect to copyright and
was developed, or lor which ownership
was puarchased, under an award. The
Federal awarding agency(ies) reserve a
royaity-free, nonexclusive and irrev-
ocable right to reproduce, pablish, or
otherwise use the work for Federal pur-
poses, and to aunthorize others to do so.

(b) Recipients are subject to applica-
ble regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFR part 401,
“Rights to Inventions Made by Non-
profit Organizations and Small Busi-
ness Firms Under Government Grants,
Contracts and Cooperative Agree-
ments.”

(¢} The Federal Government has the
right to:

(1; Obtain, reproduce, publish or oth-
erwise use the data {irst produced
ander an zward.
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97 Authorize nthers to receive, repro-
duce, publish. or otherwise use such
date for Federal purposes.

iy (1y In addition, in response Lo &
Freadom of Information Act (FOILA) re-
guest for research data relating to pub-
lished research findings produced under
an awzrd that was used by the Federal
CGovarnment in developing an agency
action that has the force and efiect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reascnable time, the re-
search data so that they can be made
available to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obtains
the research data solely lh response to
a FOLA request, the agency may charge
the requesier a reasonable fee equaling
the full incremental cost of cbtaining
the research data. This fee should re-
flect coste incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.C. §52(a)(4)A)).

{(2) The following definitlons apply
for purposes of paragraph (d} of this
zection:

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

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

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

(i) Published is defined as either
when:

(A) Research findings are published
in a peer-reviewed scientific or tech-
nical journal; or

58
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(B} A Pederal agency publicly and of-
ficially cites the research findings in
support of an agency action that has
the force and effect of law.

{ii1) Used by the Federal Government
in developing an agency action that
has the force and effect of law ls de-
fined as when an agency publicly and
officlally cites the research findings In
support of an agency action that has
the foroe and effect of law,

{e) Title to intangible property and
debt instruments acguired under an
award or subaward vests upon acguisi-
tion in the recipient. The reclpient
shall use that property for the origi-
nally-authorized purpose, and the re-
cipient shall not encumber the prop-
arty without approval of the Federal
awarding agency. When no longer need-
ed for the originally authorized pur-
pose, disposition of the intangible prop-
erty shall oceur in accordance with the
provisions of §215.34(g).

[69 PR, 28281, May 11, 2004, as amended at 70
FR 51881, Aug. 31, 2005]

§215.37 Proverty trust relationship.

Real property, equipments, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as frustee for the beneficiaries
of the project or prograrn under which
the property was acquired or improved.
Apencies may require reciplents to
racord liens or other appropriate no-
tices of record fo indicate that per-
sonal or real property has been ac-
quired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§£215.40 Purpose of

standards.

Sections 21541 through 215.48 set
forth standards for use by recipients in
establishing vrocedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Federal funds.
These standards are furnished to en-
sure that such materials and services
are cbtained in an efisctive manner
and in compliznce with the provisions

procurement
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of applicable Federal statutes and ex-
ecutive orders. Ne additional proscure-
rment standards or requirements shall
ne imposed by the Federal awarding
agensies upon recipients, unless spe-
vifically reguired by Federal statote or
executive order or approved by OMBE.

£215.41

The standards contained in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract(s). The recipient is
the responsible authority, without re-
gourse to the Federal awarding agency,
regarding the sestlement and satisfac-
tion of ali contractual and administra-
ive issuee arising out of procurements
entered into in suppert of an award or
other agreement. This includes dis-
putes, claims, protests of awargd, spurce
evaluation or other matters of a con-
tractual nature. Matters concerning
viclation of statute are to he referred
Lo such Federal, State or local author-
ity as may have proper jurisdiction.

§215.42 Codes of conduct.

The recipient shall maintain writien
standards of conduct governing the
performance ©f its employees engaged
in the award and administration of
conbracts. No employee, officer, or
agent shall parvicipate in the selection,
award, or administration of 2 contract
supported by Federal funds if a real or
apparent conflict of interest would be
involved, Such a conflict would arise
when the employee, officer, or agent,
any member of his or her immediate
family, his or her partner, or an orga-
nization which employs or is about to
employ any of the parties indicated
herein, has a financial or other interest
in the firm selected for an award, The
pfficers. employvees, and agents of the
recipient shall neither solicit nor ac-
cept gratuities, {avors, or anything of
monetary value {rom contractors, or
parties to subagreements. However, re-
cipients may set standards {or situa-
tions in which the financial interest is
not substantial or the gift is an unso-
licited item of nominal! vaiue. The
standards of conduct shall provide for
disciplinary actions to be applied for
violations of such standards by offi-
cers, employees, or aZgents of the re-
cipient.

Recipient responsibilities.

a%

§215.44

t2156.43 Competition.

All procurement transacilons shull
pe conducted in & manner Lo provide,
Lo the maximum extent practical, open
an@ Iree competition. The recipient
shall ©e alert to crganizational con-
fliche of interest as well a4t noncompesi-
tive practices among ceontractors that
may restrict or eliminate competition
or otherwise restrain trade. In order 1o
ensure objective contractor perform-
ance and eliminate unfalr competitive
advantage, contractors that develop or
draft specifications, reguiremencs,
statements of work, invitations for
bids and/or requests for propoesals shall
be excluded from competing for suach
procurements. Awards shall be rmade to
the bidder or offeror whose bid or cifier
ie responsive to the splicitation and is
most advantageons to the recipiens,
price, guality and other factors consid-
ered. Solicitations shall clearly set
forth all reguirements that the bidder
or ofieror shall fulfill in order for the
bid or offer t0 be evaluated by the re-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s
interest to do so.

§21544 Procurement procedures,

{a) All recipients shall establish writ-
ten procurement procedures. These
procedures shall provide for, at a min-
imnum, that paragraphs (2)(1), (2) and
(3) of this section apply.

(1> Recipients avoid purcbasing un-
necessary items.

(2) Where approprizte, an analysis is
made of lease and purchase alter-
natives to determine which would be
the most economical and practical pro-
curement for the Federal Government.

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

(i} A clear and accurate descripuion
of the vechnical reguirements for the
maderial product or service tec be pro-
cured. In competitive procurementis,
such a description shall not contain
{features which unduly restrict com-
petition.

(i1} Reguirements which the bidder
offeror must fulfili and all other {ac-
tors to be usef in evaluating bids or
proposals.

(1i1y A description, whenever prac-
ticable, of techmical reguirements in
terme oi functions te be performed or
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performance  required, inchuding  the
range of acceptable characterisvics or
minimum acceptable standards.

(ivy The specific features of *‘brand
name or equal’ descripfions that bid-
ders are required t© meet when such
items are included in the solicitation.

{v) The acceptance, to the extent
practicable and economically feasible,
of products and services dimensioned in
the metric system of measurement.

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

(L) Posifive efforts ghall be made by
reciptents to ubllize small businesses,

minority-owned firms, and women's
business enterprises, whenever pos-
sible. Recipients of Federal awards

shall take all of the following steps to
further this goal.

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

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

(3) Consider in the contract process
whether filrms competing for larger
contracts intend to subcontract with

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

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

{5y Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce's Minor-
ity Business Development Agency in
the solicitation and atilization of
small businesses, minority-owned firms
and women's business enterprises.

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

(d) Contracts shall be made only with
responsible contractors whio possess
the potential ability to perform suac-
cessfully under the terms and condi-
tions of the propased procurement.
Consideration shall be given to such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumssances, consracts with certain
parties are restricted by agencies’ im-
plementation of £.0.s 12549 and 12689,
“Debarment and Suspension.”

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

(1} A recipient's procursment 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 small purchase threshold
fixed at 41 U.S.C. 408 (11} (currently
$25,000) and is to be awarded without
competition or only one bid or offer is
recelved in response to a solicitation.

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

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

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

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurement files in connection with
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svery procurement action. FPrice anal-
vsie may be accomplished in various
ways, including che comparison of
price quotations submitted, market
prices and similar indiciz, vogether
with discounts. Cost analysis is the re-
view and evaluation of each element of
cosl o determine reasonableness,
zllocability and allowability.

t215.46 Procurement records.

Procurement records and files {for
purchases in excess of the small pur-
chase threshold shall inclnde the fol-
lowing at a minimum:

(e} Basis for contractor selection;

(b} Justification for lack of competi-
tion when competitive bids or offers
are not obtained; and

{c) Basis for award cost or price.

£215.47 Contract administration.

4 systern for contract administration
shall be meintained to ensure con-
tractor conformance with the termes,
conditions and specifications of the
contract and to ensure adeguate and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether contractors have met
the terms, conditions and specifica-
tions of the contract.

$21548 Contract provisions,

The recipient shall include, in addi-
tion to provisions to define a sound and
complete agreement, the following pro-
visions 1n all contracts. The following
provisions shall alsp be applied to sub-
contracts.

(a) Comntracts in excess of the small
purchase threshold shall contain con-
tractual provisions or conditions that
aliow for administrative, contractual,
or legal remedies in instances in which
a contractor viclates or breaches the
contract terrmns, and provide for such
remedial actions as may be appro-
priate.

() A1l contracts in excess of the
small purchase threshoid shall contain
suitable provisions for termination by
the recipient, including the manner by
which termination shall be effected
and the pasis {or settlement. In addi-
tion, such contracie shail describe con-
Gitions nnder whnich the contract may
he terminzted {or defanlt a: well ae

§215.48

conditione where the contract may he
rerminated because of circumsiances
beyond the control of the contractor.

(e) Except as otherwise reguired by
stgtute, an award that reguires the
gontracring  (or subscontraciing) for
construction or {acility improvements
shall provide for the recipient to loliow
ite own reqguirements relating to bid
guarantess, PeEriormantce bonds, and
payment bonds unless the construction
contract or subcontract exceeds
$100,000. For those contracis or sub-
contracts exceeding $100,000, the Fed-
eral awarding agency may accept the
ponding policy and reguirements of the
recipient, provided the ¥ederal award-
ing agency has made & determination

% the Federal Government's interest
ie adeguately protected. If such a de-
termination has not been made, the
minimum reguirements shall be as {ol-
lows.

{1y & pid gusrantee from sach bidder
gquivalent to five percent of the bid
price. The “bid guarantee’ shall con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
hié as asgurance that the bidder shali,
upon acceptance of his bid, execute
such contractual documenss as Iay be
reguired within the time specified.

(2) A performance bond on the part of
the contractoer for 100 percent of the
gontract price. A “‘performance bond™
is one executed in conmection with a
contract to secure fulfillment of all the
contractor's ohligations under such
contraect.

(3) A payment bond on the part of the
contractor {or 100 percent of the con-
traoct price. A “payment bond” is one
execlted in connection with a contract
to assure payment as reguired by stat-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(4) Where bonds are required im the
sitnations described herein, the bonds
shall be obtained from companies hold-
ing certificatee of anthority ag accept-
able sureties pursnani to 31 CFR part
223, *'Burety Companies Doing Busipess
with the United States.”

{4y Al negotiated contracts (except
those {or less than the small purchase
threshoidy awarded by recipients shall
ineclude a provision to the effect that




§215.50

she recipient, the Federal awarding
agency, the Comptroller General of the
United States, or any of their duly au-
thoriged representatives, shall have ac-
cess to any books, documents, papers
and records of the contractor which are
directly pertinent te a specific pro-
gram for the purpose of making audlts,
examinations, excerpts and tran-
seriptions.

(e) All contracts, including small
purchases, awarded by recipients and
their contractors shall contain the pro-
curement provistons of appendix A to
this part, as applicable.

REPORTS AND RECORDS

§215.50 Purpose of vreports and

records.

Sections 21551 through 21553 set
iorth the procedures for monltoring
and reporting on the recipient's finan-
cial and program performance and the
necessary Standard reporting forms.
They also sot forth record retension re-
quirements.

§215.51 Monuitoring and reporting pro-
gram performance,

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

{by The Federal awarding agency
shall prescribe the {requency with
which the performance reports shall be
submnitted. Except ag provided In
§215.51(f), performance reports shall
not be reguired more frequently than
quarterly or, less frequently than an-
nually. Annual reperts shall be due 50
calendar days after the grant year
guarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod, The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple year awards
in Heu of these reguirements. The final
performance reports are due 50 cal-
endar days after the expiration or ter-
mination of the award.

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

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

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

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

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

(fy Recipienfs 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 mest the objectives of the
award. This notification shall include a
statement of the aoction taken or con-
templated, and any assistance needed
to resolve the situabion.

(g) Federal awarding agencies may
make gite visits, as needed,

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

§215.52 Financial reporting.

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

(1) SF-280 or SF-26%A, Financial Sta-
tus Report.

(1) Each Federal awarding agency
shall reguire recipients to use the SPF-
268 or 3F-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
¢y may, however, have the option of
not reguiring the SF-269 or SF-265A
when the S3F-270, Request for Advance
or Reimbursement, or S8F-273, Report
of Federal Cash Transactions, iz deter-
mined to provide adegurate information
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o meel 1v needs, except that o final
SF-260 or $F-2664 shall be required at
the commpletion of the project when whe
SF-270 is used only for agvances.

{1i; The Federal awarding agency
shall prescribe whether the report shall
b on 2 cash or acertal basis. If the
Federal awarding agency reguires ac-
crual information andé the recipient’s
accounting records are not normally
lzept or the acerual bagis, the reciplent
shall not be reguired to convert its ac-
counting system, bdut shall develop
such accrual information through best
estimates based on an analysis of the
documentation on hand.

(lii) The Federal awarding agency
snall determine the frequency of the
Financial Status Report {for each
project or program, considering the
size and complexity of the parsicular
project or program. However, the re-
port shall not be reguired more fre-
quently than quarterly or less ire-
guently than annually. A final report
shall be reguired at the completion of
the agreement.

{iv) The Federal awarding agency
shall reguire recipients to submit the
SF-265 or SF-260A (an original and no
ore than two copies) no later than 30
days afver the end of each specifisd re-
porting period for guarterly and semi-
annpal reports, and 90 calendar days
{or annual and final reports. Exten-
giong of reporting due dates may be aT-
proved by the Federal awarding agency
upon request of the recipient.

{2y 8F-272, Report of Federal Cash
Transacbions.

(i) Wnen {unds are advanced to re-
cipients the Federal awarding agency
shall require each recipient bto subrnit
the SF-272 and, when necessary, 1tg
continuation sheet, SF-2722. The Fed-
eral awarding agency shall use this re-
port to monitor cash advanced to re-
cipients and to obtain disbursement in-
{formation for each agreement with the
recipients,

(i1) Federal awarding agencies may
require forecasts of Federal cash re-
guirements in the “"Remarks” section
of the report.

{111y When practical and deemed nec-
essary, Federal agwarding agencies may
reguire recipients to report in the
“Remarks” section the amount of cash
wdvances received in exvess of three

(5]

(=3
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dzys. Recipients shall provide short
narrative explanations of actions taken
Lo reduce the excess palances

{iv) Recipients shali he reguired Lo
submit not more than the original and
two copies of the SF-272 15 calendar
days following the end of each guarter.
The Federal! awarding agencies may re-
guire a monihly report {rom those re-
cipiente receiving advances totaling §1
million or more per year.

(v) Federal awarding agencies may
waive the requirement for submission
of the BF-272 for any one of the fol-
lowing reasons:

(A) When monthly advances do not
exceed 825,000 per recipient, provided
that suck =aévances are mmonitored
through other formes contained in thie
section;

{B} If, in the Federal awarding agen-
cy's opinion, the reecipient’s accounting
controls are adeguate Lo minimize ex-
cessive Federal advances; or,

{(C) When the electronic payment
mechanisms provide adeguate data.

{h) When the Federal awarding agen-
¢y needs additional information or
more frequent reports, the following
shall he observed.

(1) When additional information is
needed to comply with legislative re-
guirements, Federal awarding agencies
shall ipsue instructions to reguire re-
cipients to submit such information
under the “Remarks’’ secticn of the re-
ports.

(2 When a Federal awarding agency
determines that a reciplent's atcount-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation to further monitor awards may
be obtained upon written nofice to the
recipient until such btime as the system
is brought up to standard. The Federal
awarding agency, In obtaining this in-
{ormation, shall comply with report
clearance reguirements of 5 CFR part
1320,

(3) Federa! awarding agencies are en-
couraeged to shade out any line item on
any repert if not Decessary.

(4; Federal awarding agencies may
accept the identical information from
the recipients 1n machine readabie {or-
mat or computer printouis or elec-
tronic outputs in lisu of prescribed for-
mats,
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th) Pederal awarding agencies may
provide computer or electronic oasputs
L0 reciplents when such expedites or
contributes to the acocuracy of report-
ing.

§215.58 Retention and access require-
ments for records.

ra}) This section sets forth require-
ments [or record retention and access
to records for awards to recipients.
Federal awarding agencies shall not
impose any other record retention or
aceess requirements upon recipients.

(h) Financial records, supporting doc-
uments, statistical records, and all
other records pertinent to an award
shall be retained for a period of thres
vears from the date of submission of
the final exzpenditure report or, for
awards that are renewed guarterly or
annually, from the date of the submis-
sion of the guarterly or annnal finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
tions are the following.

(1) If any litigasion, claim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tained until all litigation, claims or
audit findings involving {he records
have been resolved and final action
falen.

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

(3) When records are transferred o or
maintained by the Faderal awarding
agency, the Fyear refention require-
ment is not applicable to the recipient.

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

{c} Copies of original records may be
substituted for the original records if
aunthorized by the Federal awarding

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

records to its custody from recipients
when it determines that the recerds
possess long berm retention value.
However, in order to avoid duplicate
recordkeeping, a Federal awarding
apency may make arrangements for re-
cipients to retain any records that are
sontinuonsly heeded for joint use.
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(e} The Federal awarding agency, the
Inspector General, Comptroller Gen-
gral of the United States, or any of
their duly authorized representatives,
nave the right of timely and unre-
stricted access to any books, docu-
ments, papers, or cther records of re-
ciplents that are pertinent to the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of such documents. This right
2150 Includes timely and reasonable ac-
cess to a recipient’s personnel for the
purpose of interview and discussicn re-
tated to such doocuments. The rights of
access in this paragraph are not lim-
ited t0 the reguired rstention period,
but shall last as long as records are re-
tained.

(f) Unless regquired by statute, no
Federal awarding agency shall place
restrictions on recipients that lmit
public access to the records of recipi-
ents that are pertinent So an award, ex-
cept when the Federal awarding agency
can demonsirate that suach records
shall be kept confidential and would
have heen exempted frormn disclosure
pursizant. to the Freedom of Informa-
tion Act (b U.8.C. 552} if the records
had belonped to the Federal awarding
ALENCY,

(g) Indirect cost rate proposuls, cost al-
locations plans, ete. Paragraphs (g)(l)
and (gX2) of this section apply to the
following types of docaments, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
(such az computer usage chargeback

rates or composite fringe benefit
rates).

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

awarding agency or the subrecipient
submits to the recipient the proposal,
plan, or other compatation to form the
basis for negotiation of the rate, then
the 3-year retention period for its sup-
porting records starts on the date of
such gsubmission.

(2} If mot submitted for negotiation. If
the recipient is not required to submit
to the Federal awardlng agency or the
subrecipient is not required to submit
to the reciplent the proposal, plan, or
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uther compubation {or negoliailol pur-
posss, then the S-year retention period
for the proposal, plan, or other com-
pulation and its supporbing records
starte at the end of the fiscal year (or
other accounbing period) covered by
the proposal. plan, or oLher COmMpuud-
tion.

TEEMINRATION AND ENFORCEMENT

§215.60 Purpose of terminetion and

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

enforcement procedures.

§215.61 Termination.

(ay Awards may be terminated in
whole or in part oniy if paragraphse
{a}1), {2) or (3) of this section apply.

{1y By the Federal awarding agency,
il 2 recipient materially fails to com-
ply with the terms and conditions of an
award,

(2) By the Federal awarding agency
with the consent of the recipient, in
which case the two parties shall agree
upon ihe termination conditions, in-
cluding the effective daie and, in the
case of partial termination, the portion
t0 be terminated.

{3) By the recipient upon sending to
the Fsderal awarding agency written
notification setting forth the reasons
{for such termination, the effective
date, and, in the case of par{ial termi-
nation, the portion tc be terminated.
However, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or moedi-
fied porticn of the grant will not ac-
complish the purposes for which the
grant was made, it may terminate the
grant in its entirety under either para-
graphs (a)(1) or (2} of this section.

(b) U cposts are allowed under an
award, the responsibilities of the re-
cipient referred te in §21571(a), Includ-
ing Ghose lor DTroperty management s
applicable, shall be considered in the
termination of the award, and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriate.

£§215.62 Enforcement.

{a) Remedies for noncomplionce. If 2 re-
cipient materially fzils 1o comply with
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tne verme and conditions of a4t aWarc,
whetner staled in & Federal sbvatule,
reguiation, assurance, application, or
notice of award, the Federal awarding
agency may, in addition te Imposing
any of the special condivions outlined
in $218.14, 1ake one or more ¢f the fol-
lowing actions, a5 appropriate in the
ciroumnstances.

(1) Temporzrily withnold cash pay-
ments pending correctiocr of the defi-
ciency by the recipient or more severe
enforeement action by the Federal
awarding agency.

(2y Disallow (that ig, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in compliance.

{3) Wholly or partly sugpend or ter-
minate the current award.

(4) Withhold further awards for the
Project oI Program.

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

(b) Hearings and appeals. In taking an
enforcement  action, the awarding
agency shall provide the recipient an
opportunity for hearing, appeal, or
ovher administrative proceeding o
which the recipient is entitled under
any statuie or reguiation applicable bo
the action Involved.

(c) Effects of suspension ond termi-
nation. Costg of 2 recipient resuluing
from obligations incurred by the re-
¢cipient during a suspension or afier
termination of an award are not aliow-
able uniess the awarding agency ex-
pressly authorizes them in the notice
of suspension or termination Or subse-
guently. Other recipient costs during
suspension or after termination which
are necessary ang ot reasonably
avoidable are allowable if paragraphs
(e)1} and (2) of this section apply.

{1y The costs result from obligaticns
which were properly incurred by the re-
cipient before the efiective date of sus-
pension or germination, are not in an-
ticipation of i1, and in the case of a Ler-
mination, are noncancellable.

{2y The costs would be allowable if
the award were not suspended or ex-
pired normally at the end of the fund-
ing period in which the ferminaiion
tales sffect.

{4} Relationship to debarment and sus-

pension. The enforcement Temedies
identified inm thig section, including
A /-\CHNﬂENT
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suspension and termination, do nou
preclude a recipient {rom heing subject
to debarment and suspenslon under
.05 12549 and 12689 and the Federal
awarding agency implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requirements

£215.70 Purpose.

Sectlons 215.7t through 215.73 contain
closecut procedures and other proce-
dures for subsequent disallowances and
adjustments,

§215.71 Closeout procedures.

(a) Recipients shall submit, within 90
calendar days after the date of compie-
tion of the award, all financial, per-
formance, and other reports as required
by the terms and conditions of the
award. The Federal awarding agency
may approve extensions when re-
quested by the recipient.

(b) Unless the Federal awarding agen-
¢y authorizes an extension, a recipient
shall liquidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specifled in
the terms and conditions of the award
or in agency Iimplementing instruc-
tions.

(cy The Federal awarding sagency
shall make prompt payments to a re-
cipient for allowable reimbursable
costs under the award being closed ort.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Federal awarding agency has
advanced or paid and that is not au-
therized to be retained by fhe recipient
for use in other projects. OMB Circular
A-129 governs unraturned amounts that
become delinquent debts.

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

(f) The recipient shall account for
any real and personal properfy ac-
guired with Federal funds or recelved
from the Federal Government in acg-
cordance with §215.31 through §215.37.

(g) In the event a final audit has not
heen performed prior to the cleseout of

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

an award, the Federal awarding agency
shzll retain the right to recover an ap-
propriate amount after fully consig-
ering the recommendations on dis-
allowed costs resulting from the final
audit,

§215.72 Suhsequent adjustments and
continuing responsibilities.

{(a) The closeout of an award doss not
affect any of the following:

(1) The right of the Federal awarding
agency to disallow c¢osts and recover
funds on the basis of a later audit or
other review.

{2) The obiigation of the recipient to
return any funds due as a result of
tater refunds, corrections, or other
transactions.

(&) Audit requirements in §215.26.

{(4) Property management require-
ments in §215.31 through §215.37.

(5) Records retention as required in
§215.53.

{b) After closeout of an award, & rela-
sionship created under an award may
be modified or ended in whole or in
part with the consent of the Federal
awarding agency and the reciplent,
provided the responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including those for prop-
arty management as appliczble, are
considered andé provisions made for
continuing responsibilities of the re-
cipient, as appropriate.

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

§215,73 Colliection of amounts due.

() Any funds paid %o a recipient in
excess of the amount to which the re-
cipient is finally determined fo be enti-
tled under the terms and conditions of
the award constitute a debt to the Fed-
eral Government., If not paid within a
reasonable pariod after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(aX1), (2 or (3) of this section.

(1) Making an administrative offset
agalnst other requests for reirmburse-
ments.

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

(3) Taking other action permitted hy
statute.

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

ATTACHMENT ... (.
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OMEB Circulars and Guidance

charge inierest of an overdue Gebl in

socoraance with 4 CFR Chapter 17,
“Pederal Claims  Collectlon  Stand-
ards.”

APPENDIY A TC PaRT 215—CONTRACT
PROVISIONS

&)l contracts, awarded bY i yeclpient in-
cluding small purchases, shall contain the
{o)lowing provisione as applicable

1. Egual Employmend Opportunity—4All con-
tracts shg!ll contaln & provision reguiring
compliance with 2.0, 11246, ''Equal Employ-
ment Opportunity" (30 FR 12318, 12435, &
CFR, 1964-1985 Comp., p. 338), as amended by
B.O. 11375, "Amending Executive Order 11246
Telating to Fgual Employment Oppor-
tunity,” and as supplemented by regulaticns
at 41 CFR part 60, "'Office of Federal Con-
tract Compliance Programs, Egual Employ-
ment Opportunity, Department of Laber.”

2. Copeland “Anii-Kickback' Act (18 U.S.C.
674 and ¢0 U.5.C. 276¢)—All contracts and sub-
grants in excess ol 32000 {or comstructionl or
repair awarded by recipients and subrecipi-
ente shall include a provision {or compliance
with the Copeland “Anti-Fickback' Act (18
U.E.C. 074}, a5 supplemented by Department
of Labor regnlations (2¢ CFR part 2. “Con-
traciors and Subcontractors onh Public Build-
ing or Fublic Work Fipanced i Whole or in
Part by Loans or Grants from the United
States”). The Act provides that each con-
tractor or subrecipient shall be prohibited
from inducing, by any means, any Derson
employed in the construction, completion, or
repair of public work, to give ap any part of
the compensation to which he 18 otherwise
entitled. The recipient shall repeort all sus-
pected or reported violations to fhe Federal
awarding agency.

8. Dowis-Bacon Act, as amended (40 U.S.C.
2760 to o-7)}—When required by Federal pro-
gram legisiation, all construction contracts
awarded by the recipients and subreciplents
of moere than 32000 shall include = provisico
for cormnpliance with the Davis-Bacon Act (40
U.B.C. 2762 to a-7) and as supplamented by
Lepartment of Labor regulations (28 CFR
part b, “Labor Standards Provisione Applica-
ble to Contracts Governing Federally Fi-
nanced and Assisted Constrocticn®™). Under
this Act, contraguors snall be requnired to pay
wages 1o laborers and mechanics af a rate
not less thap the minimum wages specified
in a wage determination made by the Sec-
retary ©f Labor. ln addition, coniractors
shall be regnired to pay wages not less than
onge a week, The recipient shall place a copy
of the current prevalling wage determination
issued by the Department of Labor in each
solicitation and the award of & contract shail
be conditioned upon the accepiance of the
wage determination. The recipient shall re-

&7

Pl 215, App. A

pert ]! suspected -or reported- viglelions to
wne Federa) awardlng agenty.

4. Conwract Work Hourr and Safery Stondards
Agt (40 U.S.C. 327-333)—Where applicable. all
contracts awarded Dy reciplents ir excess of
52000 {or construction contracte and in ex-
cess of 32500 {or other coniracis that involve
the employment of mechanics or labgrers
shal) include = provision {er compliance with
sections 102 and 107 of the Contract Work
Hours and Safety Standards Act (40 UG.S.C.
327-333), ac suppiemenied by Dieparument of
Laboer regulations (24 CFR part 5). Under ssc-
tion 102 of the Act, each cohtractor shall he
regquired to compute the wages of eVery me-
chanic ang laborer cr the basis of 2 standard
work week of 40 hours, Work in excess of the
standard work week is permissible provided
that the worker 1§ compensated at a rate of
not less than 1% times the basic rate of pay
for all hours worked in excess of 40 hours in
the work week. Section 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be required
to work ip surroundings or under working
conditions which are unsanitary, hazardous
or dangerous. These reguirements do not
appiy to the purchases of supplies or mate-
rials or articles ordinarily avallable on the
oper market, or contracts for transportasion
or transmission of intelligence.

5. Rights to Inventions Muade Under a Con-
tragt or Agreement—Contracts or agreements
for the performance of experimental, devel-
opmental, or research work shall provide for
the rights of the Federal CGovernment and
the recipient in any resulting invention in
ancordance with 37 CFR part 401, “"Rights to
Inventions Made by Nonprofit Organizations
and Small Business Firms Under Govern-
ment Grants. Contracts and Cooperative
Agreements,” and any implementing regula-
tions issued by the awarding agency.

6. Clean Aiv Act (42 U.S.C. 7401 ef seq.) and
the Federal Woaier Pellution Comtrol Agt (33
U.8.C 1257 et seq.), as cmegnded—Coniracts
and sunbgrants of amounts in execess of
$100,000 shall contain a provision that re-
guires the recipient to agree to comply with
all applicable standards, orders or regula-
tlons issued pursvoant to the Clean Alr Ach
{42 U.B.C. 7401 et seq.) ané the Federal Water
Pollution Control Act as amended {33 T.S.C.
1251 et seg.). Vivlations shall be reported to
the Federal awarding agency and the Re-
gional Office of the Environmental Protec-
vion Agency (BPA)

7. Byrd Anti-Lobbying Amendment (31 U.S.C.
13582)~-Consragtors who apply or bid for an
award of 3100,000 or more shali file the Te-
guired certification. Each tier certifies to
the tier above that it will not and has not
used Federal appropriated funds to pay any
person or crganization {or influencing or at-
tempting b influence an officer or ernployee
of apy agency, 2 member of Congress, officer
or employee of Congress, or ar employee of 2

]
i
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Pt 220

member of Congress I connection with ob-
taining any Federal contract, granft or any
sthar award covered by 31 U.8.C. 1352. Each
tier shall also disclose any lobbying with
non-Federal funds that takes place In con-
nectlon with obtaining any Pederal award.
Such disclosures are forwarded from tier to
tler up to the recipient.

§. Debarment and Suspenslon (E.O.s 12549
and  12889)—aA  ocontract  award with an
amount expecisd to equal or sxceed 325,000
and certain other contract awards (see 2 CFR
180.220) shall not be made to parties listed on
the government-wide Excluded Parties List
System, ih accordance with the OMB guide-
Mnes at ¥ GFR part 180 that implement E.O.8
12549 (3 CFR, 1986 Comp., p. 18%) and 12689 (3
CFR, 1988 Comp., p. 235), “Debarment and
Suspension.” The Excluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cles, as well as parties declarsd ineligibie
ander statutory or regulatory authority
other than BE.0O. 12549

{69 FR 26281, May 11, 2004, as amended at 70
PR 51878, Aug. 31, 2005}

PARTS 216-219 [RESERVED]

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

Sec.

220.5 Purpose.

220.10 Scope.

220.16 Policy,

220,20 Applicabilisy.

220.25 OMB responsibilities,

220.30 Federal agency responsibilities.

220.35 Effective date of changes.

226.40 Relationship to previous issuance.

220.45 Informasion contact.

APPENDIX A TO PART 220—PRINGIFLES FOR DE-
TERMINING COSTE APPLICABLE TO GRANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.S.C. 503; 31 U.8.C. 1111; 41

1.8.C, 405; Reorganization Plan No. 2 of 1970,

E.0. 11541, 36 FR 10737, 3 CFR, 1866-1970, p.

939,

SounRcE: 10 FR 5188, Aug. 31, 2005, unless
otherwise noted.

§220.5 Purpaose.

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

68

2 CFR Ch. Il (1-1-04 Edifion)

§220.10 Scope.

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

§220.16 Policy.

The principies in this part are de-
signed to provide that the Federal Gov-
erniment bear its fair share of tofal
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pected fo place additional restrictions
on individual items of cost, The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atlves of educational instiSutions and
of the Federal Government as to their
scope, implementation, and interpreta-
fion.

§220.20 Applicability.

{a) All Federal agencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the cests Incurred for such work. The
principles shall also be used as a guide
in the pricing of fixed price or lump
sum agreements.

(b) Bach federal agency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 99.

§220.25 (OMB responsibilities,

OME is responsible for:

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

{b) Interpreting the policy reguire-
ments in this part and providing assist-
ance Lo ensure effective and efficient
implementation.
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ECOTIVE DEFARPTMENTE AND EEZTEELISHMENTZ
canzitles for Non-Fro

CoLreouler
ana other

s
not aprly to colleges and un
and Budget (OMB] Circular A- t Principl I
State, local, and federallywrecognized Indian tribal governm~rt wh:1ch are
coverad by OME Circular Z-87, "Cost Principles for State, Lecel, and Indian
Tribal Governments"; or hospitals. The principles are designed te provide that

+the Federal Government bear its falr share of costs except where restricried or
prohibited by law. The principles doc not attempt to prescribe the extent of
cost sharing or mstching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on individual cost elements by Federal agencles. Provision for
profit or other increment above cost is outside the scope of this Circular.

2. Superseseion. This Circular supersedes cost principles issued by individual
agencies for non-proiit organizations.

3. Applicabiliry.

2. These principles shall be used by all Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreemenits, <05t reiumbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. A1l of these
instruments are herecafter referred to as 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.

. E11l cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
crganization concerned. Thus, 1f & subaward is to e non-profit crganizztion,
this Circular shall apply; if a subaward is to a commercial organization, the
cost principles appliicable to commerciagl concerns shall apply; if & subaward is
to & college or university, Circular 2-21 shall apply: if a subaward is to &
State, locezl, or federally-recognized Indian tribal government, Circular A-B7
shall apply.
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us ITs pet mroceeds o mainTtaln, imgrove, and.or exca
4 LL0nNSs. FoXr this purpose, the Term "non-proiif organlzation” excludes 1)
ilwges and universities; {(i1i) hospitals; {iii) Btate, local, and fedarally-
recognized Indian tribal qova"nments, and {iv) =hoss
ations which ars cluded from covaragge of this Circular in

non-mrofic O‘"Gaﬁ.l" 3
cordance with paragraph 5.

armisSsion 1in

. Priory approval means securing the awarding P
equiwlng prior
n
u

a
advance Lo incur cost for these items that are designa
approval by the Circular. Generally this permission will be
an ivem of cost requiring prior approval is specified in the b

approval of the budget constitutes approval of that cost.

iting. Where
t of an award,

t~lusion of some non-profit organlizations. Some non-profit organizations,
of their size and nature of operations, can be considered fto be similar
ommercial zZomcerns for purpose of applicability of cost principles.  Such
n-profit organizaticns shall operate under Federal cost principles applicable
commercial concerns. A listing of these organizations i1s contained in
chment 7. Other organizatlons may be added from time to fime.

Moot 3 o on

00 o .
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i) 0w
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©. Responsibilities. Agencies responsible Zor administering programs trnat
inveolve awards to non-profit organizations shall implement the provisions o
this Circular. Upon reguest, implementing instruction shall be furnished t
CMBE. BRgencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular. Thg
name and title of such representative shall be furnished tec OMB within 30 days
of the date of this Circular.

.  Rttacnments. The principles and related policy guides are set forth in the
oliowing Bttachments:

bho-d

b

it

ttachment AR - General Principles

Bttachment B - Selected Items of Cost
Attachment T - Non-Profit Organizations Neot Subject To This Circular

8. Reguests for exceptions. OMB may grant exceptions io Lhe regulrements of
this Circular when permissible under existing law. Howsver, in the interest of
achieving mazimum uniformity, excepiions will be permitted only 1n highly
unusual circumstances.

8. Effertive Date. The provisions of this Circular
Implementation shall be phased in by incorporating t
awards made after the start of the organization's next

existing awards, the new principles may be applied if an
cognizant Fedsral agency agree. Darlier implementation, ©

r. ror
ati on and the
a
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g Be adequately dooumented.

3. Peasonable costs. A cost is reagsorabie if, in its nature or amount,

1% does not exceed that which would be incurred by a prudent person under the
civcumstances prevaliling at the time the decision was made To 1lncur the costis
The guestion of the reasonableness of specific cosvts must be scrutinized with
warticular care in connection with organizations or separate divisions therect
which receive the preponderance of their support from awards made by Federal
agenciss. In determining the reasonableness of a given cost, considerailon
snall bhe given to

2. Wnether the cost 1s of a type generally rescognized as ordinary
and necesszry for the operaticn of the organization or the perlormance of the

=




o Signofisant devigtions ITom the estalllsNsQ practiles oI The

crganscetion which mey wntustiflably incresse The award costs
& £llocable costs

z. P! cost ig alliocable to a particular cost objectaive, such &5 &
g:ant, contract, project, service, or oth&r activity, in accordance with tThe
rzlative bhenefits received. 2 cost i1s zllocakle o & Federe! award 1f 1t is
rreated consistently with other costs incurrec for the same purpose 1in 1lke
cirroumstances and 17 1t:

{2} Benefits both the award and other work and can be
distributed irn reasonable proportion to the benefits recelved, or

{3} Ie necessary to the overall operation of the organization,
although & dirsct relationship to any particular cost objective cannot De shown.
b. Any cost silocakple to a particular award or other cost objective

under these principles may not be shifted tc cother Federal awards tc overcome
funding deficiencies, or toc avcid restrictions imposed by law oxr by the terms o
the award.

th

5. Zpplicable credits.

&. The term applicable credits refers to those receipts,
n of expenditures which coperate to offset or reduce expense iten
AN

reductio s

are allocable toc awards as direct or indirect costs. Typical example I such
transactions are: purchase discounts, rebates or allowances, recovasries or
indemnities on leosses, insurance refunds, and adjustments of overpaymenits or

erroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government either as 5 cost reduction or cash refund, as appropriate.

n. In some instances, the amounts received from the Federal
Government to finance organizational activitles or service operations should be
treated as applicable credits. Specifically, the concept of neiting such credit
items against related ewpenditures shouid be applied by the crganization imn
determining the rates or amcunts to be charged to Federal awards Ior services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c For rules covering program income (il.e., gross income ¢arned
from federally-supported activities) see Sec. .24 of Office of Management and
Budget (OMB) Circular £-110, "Uniform Administrative Requirements for Grants and

Bgreements with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations




conditional exemption from OMB administrative
w

. a
regulrements and cost prin
f=]

inciples circulars for certaip Fedsral programs wi:Il
sTatunorily-authorized consclidated planning and conscllidated administrative
fanding, tpat are identified by a2 Federal agency and approvad by the head of
Lne LZxecutive depariment or establishment. A Faderal agency shall consult with
OME during its consideration of whether to grant such an exemphtion
b. To promote eifificiency in 3tate and local program adminl

when Federal non-entitlement programs with common purposes have spec
urily-authorized consclidated planning and consclidated adminis
unding and whers most of the State agency's rescurces come Irdm non-~
ources, Federal agencles may exempt these covered State-administersd, non-
ntitlement grant programs Irom cerfain OMB granits management reguirements. Thg
xemptions would be from all but the allocabilitv of costs provisions of OMB
C ulars A-87 {Aitachment A, subsection C.3), "Cost Principles for State
Local, and Indian Tribal Goveraments," A-Z1 (Sszction C, subpart "“Cos
Frinciples for Educational Institutions,” and A-12Z (Attachment A, subsecticn
A.47, "Cost Principles for Non-Preoiit Organizations," and from all of the
administrative redguirements provisions of OMB Circuler A-110, "Uniform
ABdministrative Requirements for Grants and Agreemenits with Institutions of
Higher Education, Heospitals, and Octher Non-Profit Organizations," and the
adenciles’ grants management Common rule.

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

prareguisite to a State's exercising this option, a State must adopt its own
written fiscal and administrative requirements for expending and accounting for
211 funds, which ares consistent with the provisicns of OMB Circular R2-87, and
axtend such policies te all subrecipients. These fiscal and administrative
regquirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Faderal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and Ifunds are
not be usad for general expenses required to carry out other Zesponsibilities of
a State or its subrecipients.
2. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, services, 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. Cosis

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




4 The costs of activitles performed primerily & a Service Lo members,
clienmts, or the generzl public wnen significant and necessary to the
organizstion's mission must be tregted as direct costs whether or not allowanle
and be zlloceted an equitakle share of indirect ceosts. Some examples of thess
Types of activities include:

= Maintenance of mempership rolls, subscriptions, publications,
and related functiorns.

. Providing services and information tc members, legislative or
administrative bodlies, or the public.

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

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

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

f. Administraticon of group benefits on behalf of mempers or
clients, Including life and hospital imsurance, annuity or retirement plans,
financizl aid, etc.

C. 1Indirect Cosis

1. Indirect costs are those that have bheen incurred for common or joint

obijectives and carmolb be readily
Direct cost
described in subparagraph B.Z.

obhjective.

the conditions

identified with & particular final cost

of minor amounts may e treated as Iindirect costs under

Efter cdirect

determined and essigned directly tc awards or other work as appropriate,
indirect costs are those remaining to pe zllocated to benefiting cest
objectives., & cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpcse, in like circumstances, has been
assigned to an award as & direct cost.

2. Because of the diverse chazracteristics and accounting practices of
non-profit organizations, 1t Is not possible to specify the tyvpes of cost which
may be classified as indirect cost in all situations. However, typical examples
of indirect ccst for many non-profit crganizations mey inciude depreciation or

ATTACHMENT o}
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In=ation of Indirect Zosts and Determination of Indirect Cost Rates

1 General

n has only one major function, or
indirect costs to approXimately

n a io
where 2.1 1ts major fun Ls

t ¢t ¢costs and the computation of an
rough

the same degree, the zl a
indirect cost rate may be accomplished th
as described in subparagraph 2.

simplified allocation procedures,

. Wnere an organ*zation has several major functions which henefit
irect cosis in vary.ing degrees, allocation of indirect cosis mey
requ4$c the accumulation of such costs *nto separate cost groupings which ©
individually to bencf;:;ng functicons by means of a base which best
ative degree of benefit. The indirect costs allocated to =acnh
n distributed to Lnle¢dual awards and other activities included
n by means of an indirect cost rate(s).

< The derermination of what constitutes an organization's major
functions will depend on its purpese in belng: the types of sesrvices 1t randers
te The public, its clients, and its members; and the amount of =ffort 1t devoltss
to such activities as fundraising, public information and membership activitie
c¢. Specific methods for allccating indirect ccsts and computing
ost rates along with the conditions under which zach method should be

2 b

escribed in subparagraphs 2 through 5.

& 0

¢. The base pericd for the allecation of indirect costs is the
riod in which such costs zre incurred and accumulated for allocation To work
rformed in that period. The base period normally should coincide wWith the
or ganization‘s fiscal year but, in any event, shall be sc selected as to avoid
inegquities in the allocation of the costs.

'O'L

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation cf 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

zllowable indirect costs (net of applicable credits) by an eguitable

10 L aTTACHMENT
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<. The distribution Lase may e totel direct costs fe:cluding
tal expenditures and other disterting iTeme, such &s mejor 3
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anrs’, direct salaries and wages, or other hase which S in Al
“able distribution. The distribution base shell generally sxclude
cipant

support costs ac defined in paragraph 3Z of Attachment B.

. Except where & special rate(s) is regulired in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
aprlicable —o all awards at the crganization. TIf 2 specizl rate(s] is raguired,
appropriate modifications shall be made in order to develop the spacial rateis).

a For an organization that receives more tThan $]0 miilion in
Faderzl fu dlng of direct costs in a fiscal year, a breakout of the indirect
cost component into two broad categories, Facilities and Rdmirnistration as
defined in subparagraph C.3, 1s reguired. The rate in each case shall be stated
a5 the percentage which the amount of the partzcular indirect cost category
(i.e., Facilities or Administration) is of the distributicn base identified with

that category.
3. Multiple allocation base method

&. General. Where an crganization's indirect costs bensfit its
mzier functions in varying degrees, indirect costs shall be accumulated 1nto
separate cost groupings, as described in subparagraph b. TEack dgrouping shall
then be allocated individually to benefitting functions by means ¢f & Lase wnich
best measures the relative benefits. The default allocation bases by cocst pool
are described in subparagraph c.

b. Identification of indirect costs. Cost groupings shell be
egtablished sc as to permit the atlocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of erpenses that are of like character in terms of functions they beneflt and in
terms of the allocation base which best measures the relative benefits provided
to each funciion. The groupings are classified within the twoe broad categories:
"Facilities™ and “"Administration," as described in subparagraph C.3. The
indirect cost pools are defined as follows

1) Depreciation and use zllowances. The expenses under this
heading are the portion of the costs of the organization’s buildings, capital
improvements to land and beildings, and equipment which are computed in
accordance with paragraph 11 of Attachment B {"Depreciation and use
allowances") .

. ATTACHMENT .0
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disposal;

E3eTle]
2.ving. Ths
©5 ailocable sha
, and Interest costTs.

TUSsTS, Jepreciation

{ ation and general expenses. Th
nder this heading are hiave bezen 1ncurred for the overall g
ecutive and administrative offices of the organization and other expe
general nature which do not relate solely to any major Zunction of the
organization. This category shall also include its allocable share of
nenefit costs, operation and maintenance expense, depreciation and use
ces, and interest costs. Examples of this category include ce
ice, the office of finance, business
onnel, safety and risk management, gezneral
tems, and library costs

n
S, such as the director's o
es5, budget and planning, pe
I, management information sys
oping this cost pooel, special care should be exercissd to ensure that
curred Zor the same purpose in like circumstances are treated
tly as =zither direct or indirect costs. For example, salaries oi
i ppliss, project publication, telephone toll char ,
and speclalized services costs shall be treated zs
ifiable to a particular program. The sa
administrative and Doo;ed clerical staff should normally bhe
t costs. Direct charging ¢f these costs may be appropriate whea
ct or activity explicitly requires and budgets for administrative or
ical services and other individuals involved can be identified with the
ogram or activity. Items such as office supplies, postage, local telsphone
sts, periodicals and memberships should normally be treated as indiresct costs.

lecting the base to be used in zllocating the expenses in each grouping
nefitting functions. The essential consideration in selecting a method or
base is that it i1s 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. Whan the expenses in a cost grouping are mere gensral in nature,
the allocation shall be made through the use of a selected base which producss
results that are equitable to both the Federal Govermment and the organization.
The distribution shall be made in accordance with the bases described herein
unless 1t can be demonstrated that the use of a different base would result in a
more egquitable allocation of the costs, cor that a more readily available base
would not increase the costs charged to sponsored awards. The results of

c 2llocation bases. Actual conditions shzll be taken inteo account

3]
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Deprec. sTiol and usSes
so_oDweliDel sXoenres Slheo ;.ow;ng mManih s !

i &l Ilowances on LLIXIdIngs used
evolugively irn the conauot ©F & SinRQ-oE€ funct;op, and on capilel _MEIOVERENTE and
coslipment used i zuni DULICING cnell be assigned TOOTRET TUNRTLION.

(b} DepreclaTion ©I USE a;luwances on buildings usea Icor
mere Than one furnction, and on capital fmprovements and sguipment usSes 1 sucth
buildings, shall be zliocated to tne individuel funcrions performeq in sach
building or the basis of usacple square fest of space, exciuding COMNOnN areacs,
such 2g hallways, stairwells, and restrooms.

(c) Depreciztion or use allowances on puildings, capital

improvements and equipment related space (&.9., individual rooms, and
laboratories) used jointly by more than one funczion (as determined by the users
of the space) shall be treated as follows The cost of each Jointly used unit
of space shall be allocated to the beneflftlng functions on the basis of:

benefitting from the use of

{i) the employees and other users on a ful l-ctime
egquivalent (FTE) basis or salaries and wages of those individual funciions
that space; or
{4i) organization-wide employee FTEs or salaries

and wages applicakble

improvements to land,
like, not included in
categories on a FIE bas

such a5 paved parking areas,
the cost of buildings,
is and distributed to major
the salaries and wages of all employees applicable

benefitting functions of the organization.
Depreciation or use allowances on certain capita
fences, csidewalks, and the
be allocated to user
functions in proportion

to the functions.

shall
to

{Z] Interest. Interest costs shall be zllocated in the same
manner as the depreciation or use allowances OD the buildings, equipment and
capital eqguipments to which the interest relates.

{3) Operation and maintenance €Xpenses. Cperation and
mainternance expenses shall be allocated in the same manner as the depreciation
and use allowances.

{4) General administration and gen eral expenses. Generzl

administration and general expenses shall be
hased on modified total direct costs {MTDC),
The expenses included in this category could
functions of the crgani

The aggregate expenses of each group shall then be zlloceted

functions based on MTDC.

d. ©Order of distribution.
{1y Indirect cost categori
vse sllowances, interest, operation and MEin

13

sllorated to benefitting funciions
as descrlbed in subparagraph L.3.f.
be grouped first according to n@jor

zation to which they render services or provide benefit

v benefitting

(- -
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generally separa

administration and general expenses,

functions [(inclu
such as deprecia
telephone 2xpens
cach category an
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materials

gnizant agency determines that an exclusion is

egories:
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funas
function. The cos:
individual awards included in
rate.

indl
as a common pool

cach major

djst*’ibu*DH
re indirec

TO
cost

distributed
cti within each
basis of MTDT. MTDC consists of all salaries and wages,

and supplies, services, travel, and subgranis and
Lo first 525,000 of zach subgrant or subcontract

vered by the subgrant or subcontract). Egquiopment, cap
es for patient care, rental costis and the portion in

be excluded from MIDC. Participant support costs shall
cluded from MIDC. Other ltems may ©only be excluded when Zhe
2E5ary

shall be

ctivities

Distribution basis. Indirect coste

- 'l'lCa

nec

ty 1n the distribution of indirect costs.

Components.  An indirect cost rates shall be
ach separate indirect cost pool developed. The rate in =ac
tated zs the percentage which the amount of the particulax
is of the distribution base identified with that pool.
negotiation or determination agreement shall include

for each indirect cost pool as well as the overall
indirect cost pools shall be classified within two

and "BRdministration,”" as described in

individual Rate

s

te
he rate
te. The

"Facilities™

g

allocation method.

treat zll costs as dirsct costs
These organizations
three basic categories: (i) General

(1i} fundraising, and {iii) other direct
ding projects performed under Federal awards). Joint costs,
tion, rental costs, operation and mainfenance of facilities,
ag, and the like are prorated individually as direct costs to
d to each award or other activity using a base most appropriste
r cost being prorated.

Some non-profit organizations

te their costs into

ceptable, provided each Jeint cost is prorated

.
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Sndlirect TOLSLS
In ell orther
in The same

In some instancas, & cingle indireast
rganization or for sazch mejor function of
te, since it would not take intce account
wrich may substantially affect the indirect costs
icular segment of work. For this purpese, a particular
Hﬁy ne that performed under a single award or it may cons:st of
factors

a oup of awards performed in a common anvironment. These fac
Lhe physical location of the work, the level of administrative
regquired, the nmature of the facilities or other resources employed, the
ic disciplines or technical skille invelved, the organizational
rrangements used, or any combination thersof. When a particular segment of
work is perfeormed in an envirenment which appears Lo gensrate & sigrnificantly

DJ({JUJ

different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
shouid be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it 1is
determined that (i) the rate differs significantly from that which would have
been obtained under subpa:agraph= and 4, and (ii) the wvolume of work to
which the rate would apply ic mat

=
=
I}
~r
1

H [N

'
ial.

E. WNegotiation and Approval of Indirect Cost Rates

1. Definitions. BAs used in this section, the following terms nave the

o

Cognizant agency mezns the Federal agency responsible Ior

negotiating and approving indirect cost rates for a non-profit crganization on
behalf of a1l Federzl agencies.

L. FPredetermined rate means an indirect cost rate, applicable to a
specified current or future period, usually the organi ization's fiscal year. The
rate is based on an estimate of the costs to be incurred during the pericd. A

predetermined rate is mot subject to adjustment,

]

Fixed rate means ap indirect c¢ost rate which has the same

cheracteristics as a predelermined rate, except that the difference hbetween the
estimated costs and the actus} costs of the period covered by the rate is
carried forward as an adjustment Zo the rate computation of a subseguent period.

¢. Finsl rate means an indirect cost rate applicable to a specified
pest period which is based on the actual costs of the peried. & final rate is
not sublect to adjustment.

S
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T sen

sending Lne astal

o ZLDa

untilon, organizatlionzl subdivisiorn,
TonTract, for which cost date are desirzd ang Ior
W oh Drov: and mezsurs tne o8t ol proczosseos,
praTents, LS.
Z. MNegotlation and approval of rates.
a. different arrangements are agreed -5 Dy The ncies

J s3
concerned, the Federal agency with the largest dellar value of awgrdq with an
organization will be designated as the <cognizant agsncy for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a particular non-profit organization, %the assignment will not be
changed unless there 1s a major long-term shift in the dollar volume of the

raderal 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 o believe that special operating factors afiecting
its awards necessitate special indirect ceost rates in accordance with
subparagraph D.5, it will, prior to the time the rates ars nsgotiated, notify

the cognizant agency.

b, A non-profit organizetion which has not previcusly establiished
an indirect cost rate with a Federal agency shall submit I1ts initial indirect
cost proposal immediately after the organization is advised that an award will
me made and, in no event, later than three months after the zifzctive date of

c. OCrganizations that nave previocusly established indirect c
T ract cost proposal to the cognizant age i
six months after the close of esach fiscal year.

te may be negotiated for use on awards where
2d on past experience and reliable projecti
the rate is not likely to exceed a rate hased

&)
o3

d. A predetermined r=z
there is reasonable assurance, has
of the organization's costs, that
on the organization's actual costs.

considered appropriate. A fixed rate, however, shall not be
all or a substantial portion of the organization's awards are
before the carry-forward adjustment can be made; (ii} the mizx o Fnderal aﬂd
non-rederal work at the organization 13 too erratic to permif an eguitable
carry-forward adjustment; or [iii) the organization's operations fluctuate
significantly from year teo year,

e Fized rates may be negotisted where predetermined rate
a0 .

f. Provisicnal and final rates shall bz negotiated where neither
predetermined nor fixed rates are appropriate.
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Advercising and publit Ye.oaTi
" advisory councl.is
coholic Devarages

it oeasts and rel

vage charges in professional journals

Participant support costs

Patent costs

Plant and homsland szcurlty ©oOSis

Pre-agresment costs

professional services costs

Publication and printing cos
on

=1 D e LN

',

4 leted services
B nebTs
e Boriding costs
TOMMURLCATION CU5hS
g Compensation
E Contingency
S0 Defense and and Tovii S, CaAalms, ADDeE .5
and pateni LI
Ll Dapreciation and u
1. Donaticns and contributions
i3 Employee morale, health, and wellare cCosts
14 Entertainment costs
1% Equipment and other caplital sxpsenditures
e Fines and peralties
17 Fund raising and ir
18 Gains and lo3sses on
18 Goods or services Io
20 Housing and personzl
i Idle facilities and
27, Insurance end Indemn
23. Interest
24, Labor reiations costs
25. Lobbying
26, Losses on other sponsored agrsemants or Contracis
27 Maintenance and rezpair costs
28. Materials and supplies costis
29, Meetings and conferences
30. Memberships, subscriptions, and drofessional acTiviiy custs
21, Crganization ccstis
3
3
3
3
3
3
)
3

oo

Rearrangement and aliterat
Reconversion costs
Recruiting costs
Relocation costs

s e
O

W=
[pS]

43. Rental costs of bulldings and cgulipment
44, Royaltiss and other costs for use of patents and copyrights

1N
w

Selling and marketing

46. Specialized service facilities
a7, Taxes
48. Termination costs applicable to sponsored agresnents

ATTACHMENT
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Lranscmittals, and Th

. The term public relat.oons Lnciudes commurniity reliat.oong and means thess
i ated to malntaining the image of thne non-proiits i
rometing understandipg and favorable reiatl E
1

=]
community or public at large or any segment of the public.

'
tt

non-proef it
AtTachment

coaels

M)

{Z; Tne procursmert of goods and servizes Ior 3
Federzl award;

{2} The disposal of scrap or surplus materials
performance o7 a Federal award except when non-profit organ
reimbursed for disposel costs at 2 predetzrmined amount; or

i4; Other speciilc purposses necessary Lo meel The reguirsménts of
the Fesderal award

d. The only ailowable public relations costs are.

{1} Costs specifically reguired by the Federal award;

(2) Costs of communicating with the public and press pertaining o
specific activities or accomplishments which result from performance of Faderal
awards (these costs are considered necessary as part of the outreach =2fIort Ior
the Federal award)!: or

{2) Costs of conducting general liaison with news media znd
governmernt public relations officaers, to the extent that such activiities are
iimited to communicaiion and lizison necessary keep the public informed on
matters of public concern, such as notices of Federal contracti/grant awards,

financial matters, eic.
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welelraping .

F. Une_lowanle adverTising and DuLoic
follow o
11 E:: advertisong and punlic relations ocoste oiher “han s
speciiied in supparagrapns o, d, and &

127 Zosts of mestings, conventions
amed to other activities of the Non~prois

demonstrations, and exhibits;

1
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‘by Costs of meeting rooms, hospitality sultes, and other
speciel facilitles used inm conjunctlion with spows and other special events; anc

(¢} Szlaries and wages of employees engaged in setting up and
n 5 t s

dispiaving exnibits, making demonstrations, and providiang briefings;
pilay g
{3) Costs of promotional items and memorabl liz, including models,

cifts, and souvenirs:

14) Costs of advertising and public relations designed solely to
promote the non-profit organization.

Z. Advisory Councils
costs incurred by advisory councils cor comnittees zre allowable as
re

W
where authorized by the Federal awarding agency or as an Lndi
allocable to Federal awards.

3. Rlcohoiic beverages. Costs of alcoholic beverages sre unetllowabl

4. Audit costs and related services

z The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular £-133, "mudits of States, Locad
Governments, and Non-Profit Organizations” are allowablD £lso see 31 USC

7505 (b)) and section 2320 (“ARudit Costs”) of Circular A-13

b. Other audit nosts are ailowzble f included ip an indirect cost rate
proposal, cr if specificelly pprowﬁd oy the awarding agency as & direct cost Lo
an award.

c. The cost of agreed-upon procedures engagements o monitor subrecipiéents who
are exempted from A-132 under section 200(d) are allowable, subject to the
conditions listed inm 2-123, section 230 (b){Z).

i
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Trien nion- also in InSTENCRS Whnere Thi asn-nrolo
1AYL TalliOn reguires Included are such bdonds as npiag,
perioimance, Layoent iniringement, and fidelicy bonds.
B Tosts of suant o the Terms 2f the award ars
& i w,w;n—

: Tusts of honding reguired by the non-profiit organization an Tns
general conduct of 173 operations are allowable to the emtent that such nondins
i5 .n acscordance with sound business practice and the rates and premiums are
reagonable under fthe clrocumscances.

7. Communiication costs. Coste incurred for felephone services, lozal and long
distance teisphone calls, telegrams, pestage, messenger, electronic Or Compuisy
rransmittal services and the like are allowable.

§. Compense:ion Ior perscnal services,

3 Definition., Compenssziion for personal services includes all
compensation paid currently or accrued by the organization for services of
employvess randered durlng the period of the award (except as otherwise providad
in subparagraph h). It includes, but is not limited to, salaries, wages,
dirsctor's and exscutive committies member's fees, incentive awaLdS, frings
benefics, pension plan costs, allowances for off-site pay, Iincentlive pay,
ncation allowances, hardship pay, and cost 2f iiving differentials.

h. Aliowability. Except as otherwise specifically provided in th
waragrabh, the costs of such compensation are allowable to the exiteni that:

!1) Total compensation to individual employezss is reasonable for the
vices rendered and conforms to the estabi;shed policy of the organization
consistantly applied to both Federal and non-Federal activities; and

{2} Charges to awards whether treated ags direct or indirect costs
mined and supported zs reguired in this paragraph.

o
LA
]
o}
]
-t
o
a1

c. Reasonableness.

11y When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for smplovees
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 organization is predominantly engaged in federaliy-
=d activities and in cases where the kind of employees Qaulred for ihe
a

ctivities are not found in the organization's other activities,

2




ST LiONS LN dEeTerIinino
consiaeraltion anc
wrners amounis o

condlrtions &re LhE

{21 Compensation To memners of non
directors, asSsocliates, officers, o1 ths ki 1=tel
Determination should be made that such compe

personzi services renaered rather thar & dis

custe.
{27 Eny change 1L an crganization’s compensalion policy resulting in
s supstantial increase in the orgenization's tevel of compernsation, particularl,
wWhen 17 was concurrent with an increase in the ratio of Federzl awards to other
activities of the organization or any change 1in the treatment of allowabiliity of
specific types of compensation due Tc changes 1n Federal policy.
e. Unallowable costs. Costs which are unallcoweable under other paragraphs

of this Attachment shall not be zllowable under this paragraph sciely on the
basis that they constitute personal compensation.

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

{1} When necessary Lo cope with emergencies, such as Those resusting
from accidents, naturzl disasters, breakdowns of eguipment, or occasicnal
operational bottlenecks of & sporadic nature.

{2} When emplovees are performing indirect functions, such as
administration, maintenaunce, or accounting.

(3) In the performance of tests, laboratory procedurss, of other
similar operations which sre continuous in nature and cannct rezsonably be
interrupted or otherwise completed.

i4) Whern lower overall cost to the Federal Government wilill resulit.
g. Fringe benefits,

(1) Fringe benefite in the form of regular compensation pald to
emplovees during periods of authorized absences from the jok, such as vacation
lesve, sick leave, military leave, and the like, are allowable, provided such
costs are absorbed by all organizationm activities in proporticn to the relative
amount of time or effort actually devoited to each.

{2} Tringe benefits in the form of employer contributions or
expenses for socizl security, employee ingurance, workmen's compensation

insurance, pensionm plan costs {see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect cosis or as

direct costs, shall be distributed te particular awards and cther activities in
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COMpensSatl
DXemLUmS v
Howeasrar,
for more thah one vysar aier

value of vtne fiability.

ip} Where an orgarnization Zollows a consk
cypensing actual payments Lo, or on behalf of, employees or fo
uneno loyment compensation or workers' compensaiion, such paymeniz are
in the year of payment with the prior approval of the swardinc aasncy,
they ars a’located to all actiwvitizs of tne organization.
{4} Tosts of insurance on the lives of trustees, officers, or othe
employees holding positions of similar responsibility are allowable only to the

extent that The insurance represents additional compensaticn. The costs of such

insurance when the organization is named as beneficiary are unallowable

h. Organization-furnished autcomcobiles. That portion of the cost
organization-furnished automobiles that ralates to personal use by empla
(inciuding transportation to and from work) is unallowable as fringe b=
indirect cests regardless of whether the cost is reporied as taxable income
the employees These costs are allowable as dirsct costs to sponsored award
when necessary for the performance of the sponsored award and approved by

“J J

awarding agencies.

_r

i. Pension plan costs.
i1} Zosts 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 reasonablensszs;

The methods of cost allocation are not discriminatory;

Fos

termined in
as prescribed
an Institute

{c) The cost assigned to =ach fiscal year is
accordance with gesnerally accepted accounting principles (GAAP
in Accounting Principles Board Opinion No. 8 issued by the Ame
Certified Public Accountants; and

{d) The costs assigned to a given fiscal year are funded for
21l plan participants within six months after the end of that yesar. However,
increases to normal and past Service pension costs caused by a delay in funding
the actuarial liability bevond 30 days after each quarter of the year to which
such costs are assignable are unallowable.

he

{2} Penszion plan termination insurance premiums paid pursuant to the

Employes Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93-2409) are
allowabls. Late payment chargas on such premiums are unallowable.

L,

oL
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{1 Severance pay, a:sc commenly referred to as dlsmicssal wageg, 18
& peyment in addition to regular salaries and wages, Dy OYQaRlzations Lo WOIKEIS
whose employment is being terminated. Costs of severante pay elre gliowakle only
v¢ the extent that in each case, 1t 1s required oy
ta: law,
(b} employer-employee agreemsnt,
ic) estaklished policy that constitutes, in effect, an implied
agreement on the organization’s part, or
{d! gircumstances of the particular employment .
121 Costs of severance payments are divided intc two Ccategories as
folliows:

&) Actual normal turnover severance payments shall be
21located *o all activities; oz, where the organization provides for a reserve
for normal sevex
coperations is T
Severances over e
zllocated to all act

es, such method will be acceptable if the charge to current
le in light of payments actually made Zor normal
esentative past period, and if amounts charged ars
vities of the organization.

(b} Bbnormal or mass severance pay is of such a conjec-ural
rature thet measurement of costs by means of an accrual will not achieve &quity
te both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, 1o the extent of
its fazir 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 (commorly
known zs "& golden parachute” payment) which are in an amount in excess of the
nermal severance pay paid by the organ:zation to &n employese upon termination of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of, the corganization's assets are urniallowable.

{d) Severance payments to foreign nationals employed Dy 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
zre unaliowable, unless they are pecessary for the performance of Federal
programs and approved by awarding agencies.

{e) Severance payments to foreign nationals employed py the
arization outside the United Stetes due to the termination of the fureign

CIg

national as a result of the closing of, or curtailment of activities by, the
crganization im that country, are unallowanle, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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Z. Feporos vellesting The distribution of activity ol each 2muloyae

must De maintained for all stfaff members (professionzls and nonprofess.onal
Whose compensation is charged, in whele or in part, directly to awards r
add;tlon, in order ©o supporti the allocation of indirect costs, such repor
must alsos he maintained for other emplovees whose work involves two or mo
fun=iions or activities if a distribution of their compensation between 3
functions or activitias 1s neesded in the determinmation of the corganizatio
indirect cost ratels] {e.g., an employee engaged part-iime in indirect co
acrivities and part-time in a direct function). Reporis maintained by non-

profit organizsations to satisfy these reguirements must meet the follswing
st

{a; The reports must reflect an alfter-the-

of the actusi activity of sach employes., Budget estimates |
determined before the sarvices are performed) do not gualify
charges to awards
(b} Each repori must account Ifor the total activity fcr which
employvess are compensated and which is reqguired in fulfililment of their

obhligations to the organization.
: G

{c}) The reports must be signed by the individual employee, oy
by a responsible supervisory official having first hand knowledge of the
activities performed by the employes, that the distribution of activicy
rapresents a reaspnable estimate of the actual work performed by the employes

5
during the periods covared by tThe reports.

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

{3) Charges for the salaries and wages of nonprofessional emplovesess,
in addition to the supporting decumentation described in subparadgraphs (1) and
{21, must also be supported by reccrds indicating the total number ¢f hours
worked each day maintained in conformance with Department of Labor regulatrions
implementing the Fair Labor Standards Act (FLSA) (29 CrR Part 516). For this
“u*pcse, the term "nonprofessional employee" shall have the same meaning as

"nonexempt employee,” under FLSA.

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

UJLD

ontingency provisions. Contributions to a contingency reserve or any
ar

~
imilar provision made for events the occurrence of which cannot be forestold
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@. Definitions
{1y Conviction, a& used hereln, means & judgment or & conviction of
2 criminal offense by any :ourt of competent jurisdiction, whether enzered upon
g & verdict or a plez, including a conviction due to a plea of nclo contendere.

r2y Cogts include, burt are not limized to, adminlisirative and
clericzl expenses; the cost of legal services, whether performed by in-house or
private ccunsel; and the costs of the services of accountants, consultants, or
others retained by *the corganization to assist it; cosis of employees, officers
and trustees, and any similar zosts incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings.

{2) Fraud, as used herein, means (i) acts of fraud corruption or
attempts te defraud the Federazl Government or te corrupt its agents, (ii) acts
that constitute & cause for debarment or suspension (as specl in agency
regulations) and (iii} acts which viclate the False Claims Act, 21 U.S5.C.
sections 3729-3731, or the Anti-Kickback Act, 41 U.5.C., secticns §

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

(%) Proceeding includes an investigation.

o {1) Except &s otherwise described herein, cos incurred in
connection with any criminal, civil or administrative pr eding {inciading
filing of a fzlse Certlf caetion) commenced by the Federal Government, or a

LR

State, local or foreign government, are not allowable if the proceeding: (1}
relates to & vivlation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the organization (including its agents and
employees), and (2) results in any of the following disposzitions:

{a) In a criminal proceseding, & conviction.

y In a civil or eadministrative proceeding invelving an
zliegation of fraud or similer misceonduct, a determination of organizatlional
iiabi y

{c} In the czse of any civil or administretive proceeding, the
imposition of a monetary penalty.

'd} A final decision by ap appropriate Federal official te
debar or suspend the organization, to rescind or void an award, or tO terminate

ATTACHMENT ...
PAGE L 1 OF .2>_ PAGES




'ﬁde

e}
e if

f'-

any one oi

STy
L.

: TT a procesd commenced by the
Ferjeral Guvarnment an S pursuant oo an
ggroamant entaraed into Govarnment, than The

(=]
-3 incurred by the
atherwlisae not

specificuaily provided

Ttk
5

o ,,eec-lngd that are

o the =xtent

4. If a proczeding referred to in subparagraph b is commenced by a 3tate,
local or foreign government, the authorized Federal official may allow the costs
incurred by the crganizatiorn for such proceadings, 1f such awthorized cificial

=

detarmines that the costs werse incurred as a result of {1} a specific term oI
condition of a federally-sponsored award, or {(2) speciiic written direction of
an authorized officiel of the sponsocring agency.

2. Cpsts incurrsd in connection with procsedings described in
subvaragraph b, but which are not made unallowable by that subparagraph, may be
zilowad by the Federal Government, but only to tThe extent that:

re reascnable in relation to the activities reguired

sts a
to deal with the proceeding and the underlying cause of action;

(2} Payment of the costs incurred, as allowable and allocable costs,
i1s not prohibited by any other provision{s) of the sponsored award;

{2y The costs are not otherwise recoverad from the Federal
Government or a third party, either directly as a result of the procezding or

otherwise; and,

{4) The percentage of costs allowed does not exceed the percentage
ermined by an authorized Federal official to be appropriate, considering the
omplexity of the litigation, generally accepted principies governing the award
f legal fees in civil actions involving the United States as a party, and such
ther factors as may be appropriate. Such percentage shall not ezceed 80
ercent. However, if an sgreement reached under subparagraph < has explicitly
cnsidered this 80 percent limitation and permitted a higher percentage, then
he €311 amount of costs resulting from that agreement shall be allowable.

0 Q.
D
ot

("()’UO(.‘

F. Costs incurred by the organization in conneciion with the defense of
suits brought by its employeess or ex-employees under section 2 of the Major
Fraud Act of 1888 (Dub L. 100-700}, including the ccst of all relief necessary
o make such employes whole, where the organization was found lisble or settlied,

are unallowable.

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

o,
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Depreciation and use aliowances.

a. Compensation for the use of buildings, other capital lmprovements, znd
eguipment on hand may be made through use sllowance or depreciztion. Howsver,
except as provided in Attachment B, paragraph £, a combination of the two
metheds may not be used in connection with a single class of fixed assels (e.g.,
buiidings, office equipment, computer eguipment, etc.).

L. The computation of use allowances cor depreciation shall be based on the
acquisition ¢ost of the assets involved. The acguisition cost of an asset
donated te the non-profit corganization by a third party shzll be its fair market

value at the time of the denation.
c. Tne computation of use allowances or depreciation will exclude:
{1} The cost of land;

(2) Any portion of the cost of buildings and egquipment borne by or
donatsd by the Faderal Government irrespective of where title was originally
vested or where it presently resides; and

{3) Bny portion of the cost of buildings and eguipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
reguirement.

d. Where depreciation method is followed, the period of useful service
{useful life) established in each case for usable capital assets must tzke into
consideration such factors as type of construction, nature of the eguipment
used, technclogical developments in the particuler program area, and the renewal
and replacement pclicies followed for the individual items or classes of assets
invelved, The method of depreciation used tc assign the cost of an asset (or
groeup 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
zsset will be significantly greater or lesser in the early portions of its
useful life than ip the later portions, the straight-line method shall be
presumed to be the approprizte method.

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

2 ATTACHMENT W
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. When tne depreciation methed s used for a particular class of a:
17 Hepre lon may be zllowed on any such asseis at. uxJe: suboaragraph 4,
wioul T e wviewed as fully deprsciated.  However, a reasonable use allowance Wmay
me negotiated for such assets if warranted after taking Into consideration the
depreciation praviously charged to the Federal Government, the
csefyl life remaining at time of negotiation, the effect of any
wreased maintenance charges or decrsased efficiency due o age, and any other
40b0rs perctinent to the utilozaTisn of the asset for Ihe purpose contemplated
g. Where the use allovance method is followed, the use allowance for
buildings and improvement (including land improvements, such as paved parking
arsas, fences, and sidewalks) will be computed at an annual rate not exceeding

Two percent of acouisition cost.

sguipment will bhe computed at an annual rate not eiceeding
ent of acguisition cost. When the use allowanceg method is
entire puilding must be treated as a single asset: ths

The use o
sixn and two-ithirds pe
used for huilldings, t©
building's components [e.
o +

g., plumbing system, heating and air conditioning,
etc.} cannot be segregated Ifrow the bullding's shell.
The two percent limitation, howsver, need not be applied to eguinment which is
merely attached or fastened to the building but not permanently fixed o it and
which is used as furnishings or decorations or for gpeciallzed purpeses {(=2.4.,
dentist chairs and dental treatment units, counters, laboratory benches bpolrad
to the floor, dishwashers, modular furniture, carpeting, etc.). Such eguipment
will be considered as not being permanently fixed te the bullding 1f it can Le
removed without the need for costly or extensive alterations or repairs to the
burilding or the eguipmeni. Eguipment fhat meets these criteria will be subject
to the 6 2/3 percent eguipment use allowance limitation.

h. Charges for use allowances or depreciation must be supported by
adequate property records and physical inventories must be Taken at least once
every two y2ars {a statistical sampling basis is acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
followad, adequate depreciation records indicating the amount of depreciation
taken each period must z2lso be maintained.

12. Deonations 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.

L. Donated services received:

i
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121 The valuse of donated SeIrVICES GLliized in a
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2] The aggregate value of Tre services 1§ materizl;

n

by The services are supported by & significant amount of the
f o

7
‘
sndirect @osts incurred by the non-profit organization; and

(c) The dire vost activity is not pursued primarily for tne

ct
penefit of the Federal Goverament.

{2) In those instances where there 1s no basis Tfor determining the
ir market valuse of the services rendered, the recipient and the cognizant
ency shall negotiate an appropriate zllogation of indirect cost to the

(£) Wnere donated services directly benefit a prciect supported by
an award, the indirect costs allcocated to the services will be considered as &
part of the total costs of the project. Such indirect costs may be rezmbursed
under the award or used to meet cost sharing or matching reguirements.

(%) The value of the donated services may be used to meet cost
sharing or matching requiremenis under conditions described in Sec. .23 of
Circular E-110. Where donated services are treated as indirect Custs, indirect
cost rates will separate the value of the donatioms so that reimbursement will

not be made.
c. Donsted goods or space.

{1) Donated goods; i.e., expendable personal property/supplies, and
doneted use of space may be furnished to a non-profit organization. The vazlue of
T goods and space is not reimbursable either as a direct or indirect cost.

(2) The value of the donations mey be used to meet cost sharing or
mstiching share requirements under the conditions described in Circular A-110.
Where donatioris are treated as indirect costs, indirect cest rates will separate
*he value of ~he donations so that reimbursement will not be made.

:Z. Bmpliloyee morale, health, and welfare costs.
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i, Eguipment and other capital expendizures.

Erzpenditures” means r the acguizition
Ay s leguipment, suildings, nditures <o make
Ly ents To zZa al assets that materiall value or uselul
life Acguisitlion cost means the cost of the the cest to put oz
i oplace. Acguisition cost for eguipmen:I, Zfor the net invoice
vrice of the equ;oment, including the cocst of ng, atiachments,
r ary it usable for the purpos
es

auxillary apparaius neces
e

£ Ancillary char , such as taxes, duty, proiectlive in
and installation may be included in, or ezxcluded
in agcordance with the non-profir organization'

{Z} "Eguipment" means an article of nonexpendable, tanglbls psrscons:
properTty having a useful life of more than one year and an acgulsitilon cost
which qudls or exceeds the lesser of the capitalization level =stablished by
the non—profis organization for financial statemen®t purpeses, or $5000.

{3) "Special purpose aquipment” means equipment which is used only

arch, medical, sclentific, or other teyhvlcal activities. Examplies of
special purpose zguipment include microscopss, x-ray machines, surgicsal

instruments, and spectrometers

{4} "General purpose ejquipment' means equipment, which is ne
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, medular offices, telephone networks,
information technology eguipment and systems, air conditiorning eguipment,
reproduction and printing equipment, and motor vehicles.

b. The following rules of allowability shall apply to egquipment and other
capital expenditures:
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a5 & dorTesr TOGST eXTept winh Lhe prior approval of the awerding zgznoy.
147 When approved as & direcl charge pursuant o paragraph 1.k 01y,
{2y, and (3, abcve, capital expencitures will be charged ip the period in which
the expendizure _ncurred, or ag otherwise determined appropriate by and
negotisted with the awarding &gency.

(%) EBguipment and other capital expenditures are unzllowable s
indirect coste. However, see Atta r“hmﬂnt E, paragraph 11., Depreciaticn and use
zllowance, for rules on the allowability of use alLowﬂnce= or depreciation on
puildings, capital improvements, and eguipment. Ziso, see Attachment B,
paragraph 43., Rental costs of buildings and eguipment, for rules on the

zllowakility cf rental costs for land, buildings, and eguipment.

{6) The vnamortized portion of any eguipment written cff as a result
of & change in capitalization levels may be recovered by continuing to claim the
octherwise zllowable use allowances cr depreciaticon on the eguipment, cor Dy
amortizing the amount to be written off over a period of years negotlated with
the cognizani agency.

16. Fines and penaltieq Costs of fines and pﬁnalgles rzsulting from
viclations of, or fzilure of the organizetion to comply with Federal, State, and
local laws and regu-atlons are unallowable except when incurred as a resuit of
compliance with specific provisions of an award or instructions in writing from

the awarding agency.

17. Fung raising and investment management costs.

z. Costs of organized fund raising, including financisl campaigns,
endowment drives, solicitation of gifts and becuests, and similar expenses
incurred solely to raise capitel or obtain contributions are unallowable

L. Costs of investment counsel and staff and similar expenses incurred
solely to snhance income “rom investments are unallowalble.

ising and investment activities shall be a:located an
ia of indirect costs under the conditlons described in
squa:agxaph B.3 of Attachment 2.

18. Galns and lcsses on depreciable assets.
a. i1} Gains and losses on sale, retirement, or other disposition of
. roperty shall be included in the year in which they occur a3

di=s ¢r charges to -—ost grouping!si in which the depreciation applicabile

hte]
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Tne oroperty 1S gLven Lo oexchangs the ou
and the gain or loss 1s taken in
Tinn zest has:s of the new ltem
faillure to mainitain permissible
LTMIGUrAan. ttachment B, paragraph ZZ.

“hrough use allowances 1n lieu of depreciation in accordance with paragra ¢

=

{d} Compensation for the use of the property was provided
]

aordinary sales,

fe tr
se-by-case basis.

)} Gains and losses &rising from mass or ex

retirements, or otner dispositions shall be considered on a ca

. Gains or losses of any nature arising Zrom the s or exchange of

property other than the property covered in subparagraph a shall be excluded in
computing award costs.

19 soods ar services for personal use Costs of goods or ssrvices for
personal use of tne ovganization's employvees are unallowakle regardless oI
whether the cost is reported as tawxable income to the emplovess

20. Housing and personal living sxpenses.

a CTosts of housing (2.g9., depreciation, maintenance, utilities,
furnishings, rant, etc.), housing allowances and personal living ewpenses Ior/of
the organization's officers are unallowable as fringe beneiit or indirect costs
regardless of whether the ccst is reperted &s taxable income to the smployees.
These costs are allowakle as direct costs to sponsored award whéen necessary for
the performance of the sponsored award and approved by awarding agencies.

fol The term "officers" includes current and past officers and employees.
21. 1dle facilities and idle capacity

&. &s used in this section the following terms have the meanings set forth
pelow;

{1}y "Facilities" means land and buildings or any portion thereof,

ipment individuelly or collectively, or any other tangible capital asset,
ever located, and whether owned or leased by the non-profit organization.
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{47 "CZost of idle facliliities or idle capaclity
meintenance, rapslr, housging, rent, anc other reiated costs, .¢.,
interest, property taxes and depreciation or use zllowances.

means costs such as
1

nsurance,

r. The costs of idie facilities are una_lowable except to the extent that:
{1} They are necessary tc meet fluctuations in worklcaa; or

were nececsary when acquired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganlization,
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 pericd of time, ordinarily not Lo &xceed one year,
depending on the initiative taken to use, lease, oI dispeose of such facilities.

{2} mlthough not necessary to meet Fluctuations in worklcoad, they

Cc. The costs of idle capacity are normel costs of doing business and are 2
factor in the normal fluctuations of usage or indirect cost rates from peried to
period. Such costs zre allowablie, provided that the capacity il= reasonably

anticipated to be necessary or was originally reascnable and is not subject to
reduction or elimination by use on other Federzl awards, subletting, renting, or
zle, in accordance with sound business, &conomic, oI security practices.

5
Widespread idle capacity throughout am entire facility or among a group of
assets having substantialiy the same function may be considered idle facilities.

22. Insurance and indemnification.
a. Insurance includes insurance which the organization is required to
carry, or wnich is approved, under the terms of the award and any other

insurance which the crganization meintains in connection with Lhe general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs §.g and 8.31(2)).

s of insurance reguired or approved, and maintained,
¢ are allowable.

pursuant to the awa

{1} Tost
T

(2} Tosts of other insurance maintained by the organization Iin
connection with The general conduct of itis operations are allowable subject to
the following limitations:

ta) Types and extent of coverage shall be Ip accordance with
sound business practice and the rates and premiums shall be rezsonable under the

CilLrcumscances.
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(f: Insurancée against defects. Cgsts of insurance with
respect to any costs incurred to correct defects in the organization's materials
or wiorkmanship are unallowable.

{g) Medical liability (malpractice) insurance. Medical
liability insurance is an ailowable cost of Federal resesarch programs only to
the axtent that the Faedaeral research programs involve human subjects or training
of participants in research technigues. Medical liability insurance costs shall
ne treated as a direct cost and shall be assigned te individuszl projects based
an the manner in which the insurer alloczates the risk to the population coverad
oy the insurance.

Actual losses which could have bean co d b
ug che purchase of insurance or a self-lnsura
a5s exypregsly provided for in the award cep

{3 by permissible
insurance {thr nce program) are

([t
A
unalliowahle unl

{a} Costs incurred bhecause of losses not covered under rominal
2 in keeping with sound rusiness pracrice

LU
h o~

(b} Minor losses not covered by insurance, such as spoilag
ge, and disappearance of supplies, which cccur in the ordinary course o
i1ons, are allowable.

5. Indemnification includes securing the organization against lisbilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is cbligated to indemnify the organization
only to The extent expressly provided in the award.

23. Interest.
a. Costs incurred for interest on borrowad capital, tempcorary use of

endowment funds, or the use of the non-profit organization’s own funds, however
razpresented, are unallowable. However, interest on debt incurred after

September 29, 1995 to acquire or replace capital assets (including
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crivities. Upon reguest, IThie neels
Federal agency with ¢ost cognizance
continued aliowabilitTy of interest on debt
= iilitfy, Tne needs justification Ifor the
shiould incliude, at a minimum, the fcllowing:

{b} A statement as to why current facllities are not adeguate
{c] A statement cf planned future use of the faciiity

(d} 2 descriptiocn of the financing agreement to be arranged
P g

Tor the facility

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

(f) A schedules of planned occupancy dates

(2t For facilities costing over £500,000, the non-profit
organization preparss, prior to the acguisition or replacement of the facility,
& lease/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular B-110, which shows that a financed purchase or capitel
lezse is less costly to the organization than other leasing altermatives, on a
net present value hasis. Discount rates used should be egqual to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization frcom an unrelated {"arm's
length") third-perty. The lease/purchase analysis shall include & comparison of
the net present value of the projected total cost compariscns of bot
alternatives over the period the asset is expected to bDe used by the nen-profit
orgarization. The cost comparisons asscciated with purchasing the facility shell
include the estimated purchase price, anticipated operating and melntenance
costs (including property taxes, if applicable) not included Im the debt
finarcing, less any estimated asset salvage value at the end ovi the period
defined above. The cost comparison for & capltel lease shall include the
estimated Total iease payments, any estimated bargain purchase opticn, cperating
and mzintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparapie 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 he
borne by the non-profit organization directly or as part of the lease
arrangement .
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15, Mon-profit organizations are also subject to the [ollowing

atelisTa S I N o3 (RN

HEY) Inte’bst on debt incurred to IZinance or refl
scguired hefore or reoacquired after September 28, 1935, is not al

(b1 Interest attributable to fully depreciated assets Ic
P

‘c) For debt arrangements over 51 miliion, unless the
ganization makes an initial eguity contribution tc the asset
cant or more, non-profit organizations shall reduce claims for
v an amount sgual to imputed interest earnings on excess cash
to pe calculated as follows. Annually, non-profit organizations si

re # cumulative (from the inception of the projectl report of monuhly
s that includes inflows and outflows, regardless of the funding source.
flows consist of depreciation expense, amortization of capitalized
onstruction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number ¢f months in the year
usually 32) that the building is in service for monthly amounts. Outflows
0
a

1t

() -~ P 3 = e
e

nsist of initial equity contributions, debt principal payments (less the pro
ta share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outilows, interest shall be
alculated on the excess inflows for that period and be treated as a reduction
o allowable interest expense. The rate of interest fo be used to compute
arnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day 5f that month.

ot O ]

o

(d) Substantial relocaticn of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimburssments, to another facility prior to the
expiration of a period of 20 years rsguires 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 reguire
negotiation and/cr downward adjustments of replacement space charged to Federal
programs in the future.

(e} The allowable costs to acquire facilities and equipment
d to a fair market wvalue avaiiable to the non-profit organization from
e

are limi
re d {("arm's length") third partv.

=
an unrslat

_
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f. Tne foliowine Gefinlticnz are Lo b ued 0T purplies of This

neid by tThe non-proiit

organization prior to September 29, 1995 thet have again come to De held by
the crganization, whether through repurc inancing. It does not Llncliude
zssets acguired To replace clder assets '

(2) Ipitial eguity contribution means the amount or value of

:
contributions made by non-profit organizations Ior the acguisition of the asset
or prior to occupancy of facilities.

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

lations between the organization and its employees, incl uding costs of labor
mahagement committess, employee publications, and other related activities are

zllowable,

24 . T,abor relations costs. Costs incurred in maintaining satisfactory
re

Z25h. Lobbying.

z. UNotwithstanding other provisions of this Circular, costs as ociated
with the following activities are unallowable:
(1) Attempts to influence the outcomes of any Fede rzl, Stzare, or
local election, referendum, initiative, or simitar procedure, through in kind or
casnh contributions, endeorsements, publicity, or similar activity;

127 Establishing, administering, contributing to, OT paving the
expenses of 2 political party, campalgn, political action committee, or other
crganization established for the purpose of influencing the outcomes of
elections;

(Z) Any attempt to influence: (1) The introduction of Federal or
State legisiation; or (il) the enactment or modification of any pending Federal
or State legislation through communication with qny member or employee of the
Congress or State legislature (including efforts to influence State or local
cificials to engage in similar lobbying actﬂthy), or with any Government
cofficial or employee ip connection with a decision te sign or velo enrolled
legislation;

{4) Any atfempt to influence: !i) The introducticn of Federal or
Stare legislation; or (1i) the enactment oI modification of any pending Federal
or State legiclation by nreparing, distributing or using paplicity or

.39 ATTACHMENT




L, incliuding atiendance axt
—~ = -

: The fol The Coveradge I

T Trann g

1% Providing & techniczal znd formatioar on
# toplc directly related tu the periormanc wiher
agrzament through hearing tesiimony, STETeMEnis OF oONgress or &
Stave leglislature, or subdiviszion, member thereof, o
reﬁponse to a documentad request {includi a ol Stice

vestling testimony or statements for the re ari eduied

he erng) made by the reciplent member, legisliative body or subdivision, or &
cognizant staff member tnereof; provided such information is readily obtainable

-

and zan be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless Incurred
to offer testimony at & regularly scheduled Congressional hearing pursvant to

itten regquest for such presentation made by the Chalrman or Ranking Minority
¥ the Committee or Subcommivtee conducting such hearing.

e

Lel

} 2ny lobbying made unallowable by subparagraph a(3) to influencs
ion in order to directly reduce the cost, or fo avoid mataerial
ne organization's authority o perform the grant, contract, oOr

undercakan

o
i

{3) Any activity specifically authorized by statute Lo
om the grant, contract, or other agreement

<. {1} When an organizetiom seeks reimbursement for indirect costs,
total lobbying ceosts shall be ssparately identified in the indirsct Cost rate
propesal, and thereafter treated as other unallowable activity costs :in
accordance with the procedures of subparagraph B.3 of Attachment A.

{?) Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the reguirements and standards of thi
paragraph have been complied with. :

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

(4) Time logs, calendars, or similar records shall not be regquirzed
ts be created for purposes of complying with this paragraph during any
partisular calendar month when: (1} the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 2% psrcent or less of the employee's compensated
hours of employment during that calendar month, and (2) withirn the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including lﬂgislativQ lobbying costs. When
conditions (1) and (2} are met, organizations are not reguired to establish
records to support the allowabliliy of claimed costs in addition to records

40 .
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pLIpLnes | LLLETRX

rovided, however, T vi5 She.n: not be Construec

rantee Trom contesting the lawfulness

Wy

in artempiing to

d Execur:zve lobbying
improperiy influence either dir 1 ¥ emcioyee or ofificer of
the Execut:ve Eranch of the Fed T a consideration or to act
regarding & Sponscred agreement ul T are unallowalble. IMproper
influence meane any influence that induces or Tends to induce & Federz: employes
or cificer to give consideration or te act regarding a federclily-sponsored
agresment or regulatory matter on any basis other than the merits of the matter.
26, sses on other sponsored agreements or contracts. Any excess of costs

Lo
over income on any award is unallowable as & cost of any other award. This
includes, but is not limited to, <he organization's contributec portieon by
reason of cost sharing agreements oI any under-recoveries through negetlation of
lump sums for, or ceilings on, indirect costis.

27. Maintenance and repair costs. Costs incurred for necessary mzintenance,
repair, or upkeep of buildings and eguipment (including Federal property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prelong its intended life, but keep it in an efficient cperating
condition, are allowable. Costs incurred for improvements which add to the
permanent value of the builldings and equipment or appreciably prolong their
intended life shall be treated as capital expenditures {see paragraph 15).

28. Materiels and supplies costis.

a. Costs incurred for materizls, supplies, and fabricated parts necessary
ry out & Federal award are allowable.

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

£. Cnly materials and supplies actually used for the periormence cf a
Federzl award may be charged as direct costs.

d. Where federally-donated or furnished materizls are used in performing
the Federal award, such materials will be used without charge.
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2nhn professiona aliowakbic
.o Tostz 0f the non-pro 5 subscriprions Lo bus.ness,
sfensianal, and tecnnical ilowakle

z. CZosts of membership in any civic OY community orgaritatlion arz
glliowanie with pricr approval by Federal cognizant azgency.

4. Costs of membership in any couniry club or sociel or dining club or
organization are Jdl]OWablo,
21, Organization costs. Expenditures, such as incorporation izes, brorars'
fees, fees to promoters, organlzers or management consultants, attornzys,
accountants, or invesiment counselors, whethey or not employses of the

organization, in connection with establishment or reorganization o2f an
organization, are unallowable except with prior approwval of the awarding agency.

32. Page chargses in professional journals. Page charges Ior profsssional
ournal publications are allowable as a necessary part of researcn -osts, where
a. The research papers report work supported by the Federal Government;

and

.  The charges are levied impartially on all resea
tne journal, whether or not by federally-sponsored authors.

8]

33, Prarticipant support costs. Participant support costs are dirsct costs far
izewms such as stipends or subsistence allowances, travel allowances, and
registration fees paid to cr on beha lf of participants or traliness [but not
employees) in connection with meetings, conferences, symposia, or training
nrojects. These ©osts are allowazble with the prior approval of the awarding
agency.

-
s
nc

34. Patent costs.

a. The following costs relating to patent and copyright matters are

allowable: (i} cost of preparing disclesures, reports, and other documents
required by the rederal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent

costs in connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government: and (iii) general
counseling services relating to patent and copyright metters, such as advice on
vatent and copyright laws, regulations, clauses, and employee agreements (but

42 .
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not require conveying title or & royelty-ifree license o

‘but see paragraph 45, kovaltiss and other costs for use

opyrignts;) .
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3%, Planmt and homeland security cests.  Necessary end reazsorable sxypsnses
incurred for routine and homeland security To protect facilities, personnel, and
work products are allowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; equipment; barriers;
contraczual security services; consultants; etc Capizal expenditures for
nometand and plant securiiy purposes are subject to peragraph 15., Eguipment and
other capital expenditures, of this Circuler

36, Pre-agreement costs. Pre-award costs are Those incurred prior o the

effective date of the award diresctly pursuant to the negotliation and in
anticipation of the award where such costs are nagessary oo comply with the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowable if incurred after the
date of zhe award and only with the written approval of the awarding agency.

37, Professional services costs.

a. Costs of professional and consu-t

ant services rendered by persons who
re members of a particular profession or posse
t

special skili, and who &re

e allowable, subject
services rendered

E 1 Government.

o

not officers or employees of the non-profi axr
tc subparagraphs b and ¢ when rezsonable in n to the
and when noT contingent upon recovery of the costs from the
n addition, jegal and related services are limited under Attachment B,
paragraph 10.

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

determinative. However, the following factors are relevant:

(1) The nature and scope of the service rendered in relation teo the
service required.

{2) The necessity of contracting for the service, considering the
non-profit organization's capability in the particular area.

(3) The past patternm of such costs, particularly in the years prior
Lo Federal awards.
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2 must be supported

In addition <o

coSsts.

=

include costs of printing {inciuding the
es of composition, plate-making, press work, binding, and the 2nd
roduced by such processes), distribution, promotion, mailling,

Publication costs also include page charges in profess

Publication costs the

W oW

b. If these czo
they sheould be ailo
non-profit organiza

5
T3
ti
Page charges for professional journal publications a
part of research costs where:

-
o
necessary

The resesarch papers report work supported by the rederal

Government:
ied impartially on all research papers
r not by federally-sponsored authors.

ter

ement and al ation costs. Costs incurred Zor ordinary or
and alteration of facilities are allowable. Special arrang

costs incurred spacificaily for the project are allowabl
oval of the awarding agency.

=Y

40. Reconversion costs. Costs incurred in the restoration or rehabiliza
the non-profit organization's facilities to approximately the same condit
existing immediately prior to commencement of Federal awards, less costs
to normal wear and tear, are allowable.

and

1onal

normal
emant

with

tion of
ion
related
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Ted and Meinte

operating costs of an employment
&N zaeguate £Tali, costs o OpEISIILC an
program, travsl oos A -
perscnne’l, trave! costs of Lews
) i ployment, and relozation costs inc uitment of
new emLlicvees, are zllowable to “he e¥ient That such costs are incurred purSUEDT
o a well-managed recruitment program. Where the organization uses employment
agencies, costes thal are not in ercess of standard commercizl rates for suzh
services are allowabie
b. In publicatiocns, ceoste of help wanted advertising that inciudes color,
ncludes advertising materizl for other than recrulitment purposes, or is
excessive in size (taking into consideration Yefrui:ment purposes for which
intended and normal crganizaticnal practices in this respect), are unzllowable
c. Costs of help wanted adver:ising, special emcluments, frincge benefits,
and salary allowances incurred to zttract professional personnel! from other
organizations that do not meet the test of reasonableness or do not conform with

the established practices of the crganization, are unallcwable.

d. Where relocation costs lncurred incident to recruitment cof a new
emplovee have been allowed either as an zllocable direct or indirect cost, a
the newly hired emplioyee resigns for reascns within his control within twelve
months after being hired, the organization will be reqguired to refund cor cred:iz

such relocation costs to the Federal Government .

£2. Relocation costs.

nd

a. Relocation costs are costs incident to the permanent change of duty

assignment (for an indefinite pericd or for a stated period cof not less
months) of an existing employee or upen recruitment cf a new employee.

Relocation costs are allowable, subject to the limitation described in

subparagraphs b, ¢, and d, provided that:

{1} The move is for the benefit of the employer.

) Reimbursement to the employee 1s in accordance with an
itten policy consistently followed by the employer.

(3) The reimbursement does not exceed the employee's actuel
reasonably estimated) expenses.

than

(o

12

b. Allowabie relocation costs for current empiloyees are limited to the

fellowing:

(1} The costs of transportation of the employee, members of

kis

immediate famlily and his household, and personal effects to the new location.
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£ o hip of the wvacant former howme
lease date of the s2mployes's new permanani homE, 5uTh 25
nd grounds {exzlusive of fixing up e¥psnses:,

a
dpaerTy insurance.

ary and reasonables expenses normally incident to
relonst canceling an unervired lease, disconnecting and
reinstalilil: 52 i ces, and purchasing insurance against loss of or
damages roperty. The cost of canceiing an unexpired lease ‘s
) o] T ! ‘ the nthly rental.
<. Allowabie relocation costs for new employees are limited to those

described in {1} and {2} of supparagraph b. When relocation ccsts incurred
incident to the racruitment of new employees have been allowed eather as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the rederal
Government for i1ts share of the cost. However, the costs oi 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 ars
not permit-ad at the iocatlion for any reason and the costs do not include costs

=

ol transperting houseshold goods.
d. The following costs related to relocation are unallowable:
{1} Fees and other costs associaved with azcjuiring a2 new home.
{2; A loss on the sale of a former home.

{3} Continuing mortgage principal and interest payments on a home

‘4) Income taxes paid by an employee related to reimbur

43, Rental costs oif huildings and eguipment.

a. Subject fo the limitations described in subparagrapnhs p. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives avallable; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

. Rental costs under “sale and lease back” arrangements are zallowable
only u» to the amount that would be allowed had the non-profit organization
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, or members; and (ili) & non-prefizT
Crganication ustee, officer, or key empilovee of the non-proiin
crganization nis 3 i amily, either directly oxr through COrporations,
s T ir which they hold & contrclliing lnteres For

ion for the

example, =& i : iizericn may establish a separale COorporat

)
crganization.

d. Rental coste under leases which are reguired to be treated as capital
leases under GAZP are allowable only up to the amount f{as explainsd in
subparagrapn b) that would be zllowed had The non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Pinancial Accounting Standards Board Statement 13, keecounting for Lezses, shall
ted

he used to determine whether a lease is a capital lease. Interest costis rela

to capital leases are allowable to the extent they meet the criterie in
subparagraph 22. Unallowable costs include amounts paid for profit, management
fees, and tazes that would not have been incurred had the non-preofit
organizaticn purchased the facilirty

44, Royzlties and other costs for use ¢f patents and copyrights.

a. Royalties on & patent or copyright or amortization of the cost of
acguiring by purchase & copyright, patent, or rights thereto, necessary for tne
proper performance of the award are allowable unless:

{1} The Federal Government has a license or the right to free use of
—he patent or copyright.
(7} The patent or copyright has been adjudicated to be invalid, or

has been administratively determined to be invalid.

{3) The patent or copyright 1s considered to be uneniorceable.
f4) The patent or copyright is expired.

b, Spacial care should be exercised in determining reasonableness where
the royalties may heve arrived at as & result of less-than-arm’'s-length
bargaining, .g.:

{1} Bovelties paid to persons, including corperations, affiliated
with tThe non-profit organization.
(2} Rovalties paid to unaffiliated parties,

under an agreement entered iLnto in contemplation that 2
made .

ATTACHMENT 2.
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EES'S of on-prollt organ ion are

allowabie pub

44 . Dpecialized service facilities

&. The costs of gervices provided by highly complex or specialized
facrlities operated by the non-orofic organization, such 235 computers, wind
Tunnels, and reacrors are allowable, orovided the charges for the services meet
the conditions of either 46 b, or ¢. and, in addition, take inio acsount any
1tems of income or Federal financing that guaiify as apulicable credits under
Brtachment A, subparagraph A.>. c¢f this Circular.

s

b. The costs of such services, when materlal, must be charged directly to
licable awards based on actual usage of the services on the basis of a

hedule of rates or establishsd methodology that (i} does not discriminate
ainst federally-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and {ii} 1is designed
to re=cover only the aggregate costs of the services. The costs of each service
shall consist normaily of hotn its direct costs and 1ts ailocable share of all
indirect oosts. Rates shall be adijusted at least biennially, and shall take
into consideration over/under aprlied costs of the previous period(s).

apop
5C
a:

1T g

incurred for a service are not material, they may be
<
s

d. Under some extraordinary circums:iances, where it 1s in the best
interest of the Federal Government and the institution to estaklish alternative
costing arrangements, such arrangements may be worked cut with the cognizant
Federal agency.

47, Taxes.

a. In generzl, taxes which the organization is reguired to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in lieu of Zazxes which are commensurate with the local government
services reaceived are zllowable, except for {1} taxes from which exemptions are
available to the organization directly or which are available to the
orgaﬂization based on an exomption afforded the Federal Government and in the
iatter case when the awarding agency makes available the necessary exemption
certl;lcates, ti1) special assessments on land which repressnt capital

improvements, and {(iiti) Federal income taxes.

b. Any refund of taxes, and any payment to the o
thereon, which were allowed as award costs, will be credi

reduction or cash refund, as appropriate, to the Federal Gove
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In deciding whather such *tems are reasonably usab

profit organication, the awarding agency should consider 12 non-prof
rganization's plans and orders for curremt and scheduled activity.
Contemporansous purchases of common izems by the non-profit organization shall
pe regarded zs evidence that such irtems are reasonably usaple op the non-profat
organization's other work., Any acceptance ol COMmMOD items as allocable to the
terminated portion of the Federal award shzll be limited to the extent that the
guantities of such items on hand, in transit, and on order are in excess of the
rezsonable guantitative reguirements of other work.

& particular case, despite 21l reasonable efforts by the non-
profit organization, certain costs cannet be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
orgarization to discontinue such cests shall pe unallowable.

L. If in
z

c. Loss of useful value of special tocling, machinery, and is generally

=

allowable if:
{1} Suck special tooling, specizl machinery, or eguipment is not

reasonably capable ef use in the other work of the non-proi fit crganization,

(2} The interest of the Federal Govermment ls protected by transier
of titie or by cther means deemed gppropriate by the awarding agency, and

{3} The loss of useful value for any one terminated Federal award 1s
limited tc that portionm of the acquisition cost which bears the same ratio to
the total acguisiticn cost as the terminated portion of the Federal award bears
o the entire terminated Federal award and other Federal awards for which the
special tooling, special machinery, or equipment was acquired.

d. Rental costs under unexpired leases are generally zllowable where
cleerly shown tc have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

\ the amount of such rental claimed does not exceed the reasonable
use value of the property lessed for the period of the Federal award and such
further pericd as may pe reasonable, and

.
(1
t

Zy the non-profit organizaticn makes all reasonable efforts to
&TE, smgn, settle, or otherwise reduce the cost of such lease. There
50 may be neluded the cest of zlterations of such leased property, provided

n

o+
D
H
=
g
i

e
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settlement of subawards.

{2, Reasonable zosts for the storage, transportatlion, proiecilon,
and disposition of property provided by ths Faederal Government or acguired or
produced for the Federal award, except when grantess or contractors are
reimbursed for disposals at a predetermined amount in accerdance with Subpar

.22 through .37 of Circular A-110.

{2} Indirect costs related to salaries and wages i1ncurred as
setzlement esxpenses in subparagraphs (1} and {2). Normally, such indirect costs
sha.l be limited to fringe benafits, occupancy =osit, and immediate supervision.

£, Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profic
organization are generally allowable.

jug
o
D

a shere of the non-profit organizaticon's indirzct sxpense may be
o the amount of setilements with subcontractiors and/or subgrantees
at the amount allocated is otherwise consistent with the basiz

r

s
e
o
5

pag.m

ines contained in Attachment 2. The indirect expense 50 allocated sha
ex¢clude the same and similar costs claimed directlyv or indirectly &s settlement

49. Training costs.

a. Costs of preparation and maintenance of a program of instructic
including but not limited to on-the-job, classroom, and apprenticeship t:aining,
designed ©o increase the vocaticnal effectivensss of employees, incliuding
training materials, textbooks, salaries or wages of trainees (excluding overti
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 {i1) tuition and fees when the training i1s in an institution not aoperated by
the organization, are allowable. '

me

b. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's cown facilities, are
allowable only when the course or degree pursued is relative to the field in
which the emplovss 15 now working or may reasonably be zxpscted to work, and ars
limited to:

{1} Training meterials.

{2} Textbooks.
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(€1 Srtraight-time compensation of each employee Zor time spent
ses during worrking hours not ir excess of 156 hours per yesar and
only to the extent that clrcumsrances de no:r permit the operstion of classes or
classes afrer regular worklng houre; othe:wise, such compensation

strTencaing <las

attendance at
Zs unallowable.

c. Costs of tuition, fees, treining materials, and Lextbooks (but not
subsistence, salary, or any her emcluments) in connection with full-time
education, incl udlng that prov;dea at the organization's own facilities, at &
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in wnich the employze .5 now
working or may reasonably be expected to work, and only wthe the costs receive
the prior approvel of the awarding agency. Such costs are limited tc the costis
attributable to a total pericd not to excsed one schocl ysar for each employes
so trzined. In unusual cases the pericd may be extended.

d. Costs of attendance of up to 16 weeks per employee per yesar ac
specialized programs specifically designed tc enhance the effectiveness of
executives oI managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training materials, textbooks and related
charges, emplovees’ salaries, subsistence, and travel. LCosts allowabkle under
this paragraph do not include these for courses that are part oi z degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and cC.

&. MNaintenance expense, and ncrmal depreciation or fair rental, on
facilities owned or leased by the organization for training purposes are
zllowablie to the extent set forth in paragraphs 11, 27, and 30.

f. cContributions or donations to educaticnal or training institutlons,
including the donation of facilities or other propertles, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagrapbhs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the crganization must demonstrate that
such costs are consistently incurred pursuant to an established training and
eduzation program, and that the course or degree pursued is relative to the
fieid in which the employee is mow working or may reascnably be expected to
work .

ht, express,

d, Ln process, or
dily be identified
portetion costs cor

50. Transportation costs. Tramsportation costs include fr
czrtage, and postage charges relating either to goods purcha
delivereg. These costs are allowable, When such costs can ¥
with the items involved, they may be directly charged as tran

b
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nourred, or on oa compination of the Two, provi
ari entire trip and not to sslectad days of the
consistent with those normally aliowed in like

ganizaticn’s non-federally-sponsored activitie

o

Lodging and subsistence. (ostis incurred by empl
including costs of lodging, other suksistence,
considered reasonable and allowable only to th

b

oo
(D

;o

ed charges normally allowed by the non-profit OFgan;zation in it
ope*atlons as the result of the non-profit orgarnization’s written travel

Hﬁ

policy. In the absence of an accepitable, written non-profit organization po
regarding travel costs, the rates and amounts established under subchapter I
Thapter 57, Title 5, United States Code (“Travel and Subsistence Expsnsss;

Mileage ARllowances”), or by the Administrator of General 3ervices, or by the
President 'or his or her designee) pursuant to any provisions of such subchanter

shall apply to travel under Federal awards {48 CFR 31.205-46'a)).

cy
I+

c. Commercial air travel.

(1) Airfare costs in excess of the customary standard commercial

airfare {coach or eguivalent), Federal Government contract airfare (where
authorized and available}, or the lowest commercial discount airfare are
unallowable except when such accommedations would: (a} reguire circuitous
routing; {b) reguire travel during unreasonable hours; (<) ﬂxcw sively prolong
travel; (d} result in additional costs that would offset the transportation
savings; or (e) offer accommodations not reascnably adequate for the traveler’s
medical needs. The non-profit organization must justify and document these

conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2) Unless a pattern of avoldance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other disccunt airfare is
unavailable for specific trips if the non-profit organization can demonstratve
either of the fcllowing: (a) that such airfars was not available in the
spacific case; or (b} that it is the non-profit organ1 zation’s overall practics
to make routine use of such airfare.

d. Air travel by ofl.er than commercial carrier. Costs of travel by non-
profit organization-ownesd, —leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in

subparagraph] ¢., is unallowable.

[ N
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Jul sZal tet
e & B
he ztandards ¢ th in thnis Zirzular that Federal agsncies shall
apniv Lo non-Ferderal enrlit.es ghall e adopted by Federal codil
requiactlons not .acer than 60 days after licza EXSu-Ie]
in =he Faderal Register, s0 -hat <ney wiil ply Years
peginning afrer June 30, 1996, with the =2x cic of the
achment applies <o audizs of f£iscal yea begi 0, 1298
The reguirements of Circular A-12Z8. althou the ded, and
the 1390 version of Circular A-133 remain eff lacal s
beginning on or before June 30, 1996

The revisions published in the Federal Register June 27, 2003, ars
afifective Ior Iiscal ysars e=nd 1ﬂg after Dece 31, 2003, and esarly
iwplomﬂntahlon is not permi zh the exception of the deiinition of
oversight agency for audit which is =2ffective July 28, 2003.

Augustine T. Smvihe
Acting Director
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Subpart
§ .00

Auditor itor, that is a public accountant oy a Federail,
Geane or loo: udit organization, which meets the general
standards ap=a aily accepted government auditing standards
[GAGLSY . The r does not include internal sudiZors of non-profic
Drganizations

rudit finding means deficiencizs which the auditor is reguired by
§ 310{a) -0 report in the schedules 2f findings and guestioned costs.

CFD2 number means -“he number assigned o a Federal program in the
o Te— . ) - g
Catalog of Faderal Domestic Assistance |

Cluster of nrograms means a grouping of clesely related programs cthat
share common ocompliance reguirements. The types of clusters of programs ars
research and developwment (R&D), student financial aid {8FA), and other
clustars. “Other clusters" are as defined by the Offize of Management and

Il

ne compliance supplement or as designated by a 3tate for

~ds the 5-a%te provides to its subrecipients that maet the

2 cluster of programs. When designating an "other cluster, " a

entify the PFederal awards included in the cluster and advise the
f compliance requirements apolicable to the cluster, consis-ant
with § .40 respectively. A cluster of programs

ghalil be considered as one program for det

ce

ermining majoer programs, as
described in § _ .520, and, with the exception of R&D as described in
§ _ .200{e), wnsther a program-specific audit may be elected.
oonizant agencv for audit means the Federal agency designated o carry
our -he responsibilities described in § .400(a) .

Tompliancs supplemant refers to the Circulary 2-333 Compliance
Supplement, :ncluded as Appendiw B o Circular A-133, or such documents as
OME or 1ts designee may issue to replace it. This documsnt is availapls from
the Government Printing Office, Superintendent of Documents, Washinzton, DC

20402-38325. -

Corrective action means action taken by the zuditze that:

{1} Corrests identified deficiencies;
(2} Produces recommended improvements; or

that audit findings are either invalid or 4o not
g

Federal agency has the same meaning as the tcerm agency in Section 35310110
of titcle &5, United States Cods,

raderal award means Federal financial assistance and rFederal cost-
reimbursement contracts that non-Faderal entities receive directly from
Faderal awarding agencies or indirectly from pass-through entities. It doas

pace. U ofF .23 paces
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Fedevel progral means:

numoer I Th

) When no CFDE number is &ssigned, &1l Federal awards Irom the same
agency mads for cthe same purpos:z should be comblined and consldersd ons

program.
{2} Notwichstanding pearagraphs (1) and (2} 2
ciuster 2i programs. Toe tvpﬂs of clusters of pro
1) research and development (R&D) ;
i1i) &tudent financzal zid [8FL;); and
(2131} "Other clusters," as described in the Gefinit:on of cluster

of programs in this secticonm.
vernment auditing sTtanaards
ca

r i ssued Dy
tates, which are appilcabl o

(Il
L

the
inancial

Generzslly agcepted accounting principles nas the mpanlno spe cifled in
generally accepred auditing standards issued by the Bmericarn Imstitute of
Tertified Public hocountants (EICPLG .

Ind:ian Lzibs means any Indian nribe, band, nation, ©r other crganized

group or community, including any Flaskan Hative village or reglional or
"'llﬁg== corporation {as defined in, or s=stablished under, the Alaskan Hative
Claims Setrlement Act) that is recognized by the United States as el:igible for
the special programs and services provided by the United tates to Indlans
pecsuse of their statue as Tndians.

Internzl control means a process, = fected by an entlity's managems andg
other personnel, designed to provide reasonable assurance regarding the
acnievement of oojectives in the followling categories:

{ Effectiveness and efficiency of operaticns;

(2 Feiiability of financizl reporting; and

= CompiZance with applicable ws and regulations.

Inrernsl control perteaining to the compliance reguivements for Federsl
crograms {1 Federai programs) means a process--effected D

m
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125 Transachions are sxecuted in compliance with:

ot

{1 Laws, ragula
agreomants that could nave a 4
and

ions, and
[o3ed

; -
re and matc

I

{iiy)  Any other jaws and regulations that are idencified in the
Tompliance supplement; and

(3} Funds, property, and other assets are safeguarded against icss
from unauthorized use or disposition.

Lwoan means a rederal loan or loan guarantee received or administersd by
a non-Federal sntityv.

Logal agvernment means any unit of ilocal government within s
inciuding a counzy, borough, municipality, city, town, township, p
sublic authority, special district. school district, intrastate di
council of goveraments, and any other instrumentality of local gov

Matior program means a Federal program determined by th
msjor program in accordance with § .5320 or & program id
program by a FPederal agency or pass-through entity in accord
§ L2158 () .

Manadement decision means che evalustion by the Federal awarding agency
0T pass-through entity of the audit findings and corrective action plan and
the izsuance of a written declision as to what corrective action is necessary.

Non-Federal entify mesans a State, Iocal government, or non-profit
organization. :

Non-profit organization means:

{1) any corporation, trust, assoclation, cooperative, or other
organization that:

(i) Iz operated primarily for scientific, educaticonal, service,
chariteblie, or similar purpeoses in the public interest;

{ii) Is not organized primarily for profit; and

{iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(21 The term non-profit organizaticon includes non-profit institutions
of higher education and hospitals.
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the Ioriowling s acded
ereEight Lu* arn: aukiitec
SUDSLANT:

oversight for audit. Within 20
anment, bo c.d and the new oversiagh
the audiree, and, 1Ff known, the auditor
& non-Fegeral entit BT Lroviders & Federel

o

(1 Which resulted from a viclation or possible viclation ¢ a
provisicn of & law, regulation, contract, grant, cooperatlve agreemsnt, or
other agreement or documernt governing the use of Federzl funds, inciuding
fundes ussd o match Federzl Funds;

V2 Wnere the costs, at the time ¢ the audit, are nor supporzed by
adeguate documentaticon; o

3 Where the costs incurred appear unreascnabkle and do not reflsct

;
:
ne actione a prudent person would take fn the circumstances.

Recipiernt means a non-Federsl entity that expends Federzl awards
directly from & Federal awarding agency Tc cerry ouT a Fed

sgezrceh and develcpment (P&D) means zll resesrch act vities, both bazic
ed, and ¢’l development activities that are performed by & non-
n:i:y Begezrch is deifined ag a systemstic study directed toward
tentific knowledgs or understanding of the subject s_udied. The term
zlsc lncludes activities involving the treining of ind: in
tecn nlques where such i utilize the same ities as other
aend development activiitles and where such asctivities are not includsed
struction function, Development 18 the sysiematic use of kﬂowledge
standing gained from resezrch directed toward the product:l of
terzzls, devizes, sgystems, or methods, including degign and
nt of Zrovotypes and processes.

ich includes Do
zg describhed In § 500,

-]
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Suugent Torencogl Ald (D neral student
hoae e adsnorizac Bducation AT
L3.C0 1070 ar=2gd hy the
—ion, and similar other Fadersi
clade programs wha ps or similar
0T & COMDETITiVEe D552 X zpac.lizo studizs or

Zubrecivient m2ans a non-Federal sntity that expends fFederal awards
from a pass-zhrough entity to carry out 2 Federal program, bur doears
-—lude an Lndlv;ﬁual that 15 a beneficiary of such a program. A
ipient may aiso be & recipient of other Federal awards directly Irom a
ng agency.  Guldan on distinguishing hetween a subrecipient

e 0
‘s provided in § .210.

of compliance regujrements refers to the iypes of compliancs
listed in the compliance supplement Examples include
owad or unal-owod, allowable costs/cost principles; cash
igipility; matching, level of eifort, =srmarking; and,

&ans aler, distributor, maerchant, oI other seller providing
ices are required for the conduct of a Federal program
ser may be for an organization’'s own use or for the use of

uf the deral program hdditional guidance on distinguishing
acit and a vendur is provided in § 210.

Subpart B--Rudits

& .Z200 Audit reguirsments.

{ai pudit reguired. Non-Federal sntities that expend 5300, 000

(,SOJ,DOO for flscal yecrs Dndlng arter Dﬂcember 31, 2003) or more in a vear

That yedr in ,ﬁordaWCﬂ WLLh the pr ~ovisions of LhLS part. GuLdance an
ermining Federal awards expended is provided in § .205.

{) Single audif. WMon~Faderal entitles that cxpend £300,000 (5500,000
iscal years ending after December 21, 2003) or more in a year in Federal

kg
K
2

ards shall have a single audit ﬂonducted in accordance with § _ .500 except
when they elect {0 have a program-specific audit conducted in accordance wit
paragraph (c) of this section.

(c) Program—-specific audit =slectign. When an auditee expends Feadera
awards under only one Federal program (excluding R&D} and the Federal
program's laws, regulations, or grant agreements do net require a financizl
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §_ .235. A program-speciiic
audit may not be elected for RgD unliess all of the Federal awards eupended
were received Irom the same Federal agency, ©r the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

-

(di Exemnh

hen Federal awards expended zre less than 5300,000
ars ending after December 31, 2003). Non-F=deral
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f lean procseds under lcan and lcal guerantes
property; the receipt of surplus property; the
< I C tiorn

{2 kny interesi subsidy, cash, or ellowance

recelved

ol Loan =nd lcan ausrantess (losns) &t institutions of fiigher
education Wnen lozns are made te students of ap institution of nighsr
cducATAom DUt The institution does not meke the loans, then ornly the velue of
icers made during the year shall be considered Federal awards expended In that
yees The relence of loans for previous years is not included as Fegeral
awerde erpended Lecause the lender accounts for t = lane

iy Prigr lean and loam guaranrees (lo
which were recesved and expended in prior-yeer
awaros expendsc under this part when the laws,
cf contracte or grant agreements pEertalllng Lo
comepllence reguirements other Lnen O IepEy th

et Erndowment funds. The cumulative belance of Federal zwards for
endowment ‘unds which are federaily restricted asre considered awzrds enpended
in zach veer irn which the funds are still restricted.
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I

~nEessed vaoue Srovided Dy

i

) Tertain loans provided hv the Natignal Credif Union

hAdmins ration. For purposes of thig part, loans made from the National
Cred:it Union 3hare Insurance Fund and the Central Ligquidity Facility thet are
federal

furided by contributions from inszured institutions are not considered
awards expended.

§ .210 Subrecipient and vendor detarminations.
ial Generzl. En a2udit=s may be a recipient, 2 sub ipient, and &
Venadoer Federal awards ezpendsd as a recipient or a subrecipient would bhe
subject to audit under this part. The payments received [or geods or serviceas
provided as a vendor would not bhe considered Federal awards. Hn guidance in
waragraphs (b) and (@) of this section should ke concidered in determining
whether payments constitute a Federal award or a payment for goods and
services
‘b Federal award Characteristics indicative of a fFederal award
recaived by a subrecipient are when the organibaLlon.
1) Detarmines who is 2liigible to receilve what Federal financial
assiztance;
(21} Has its performance measured against whather the objectives
of the Federal program are mei;
£3) Has responsibility for programmatic decision making;
(4} Has rzsponsibility for adherence to applicable Federal
program compliance reguirements; and

(5 Uses the Federal funds to carry out a2 program of the
n as compared Zo providing goocds or services for z program of the
entit

crganization
oass-through Y.
() Pavinent for agoods and services. Characteristics indicative of a
paymant for goods and services received by a vendor are when the orgeanlization:
(1 Provides the goods and services within normal business

10 ATTACHMENT E .......
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5 220 Frequency of audits.

; for the provisions for biennizl zpudits previded _n gparagrephs (a)
and (b) Of this szecrtion, augits regulilred by Znis part shall De periormed
annually. BApy bienntal audit shall cover both years within the biennizl
pariod.

‘&) B State or local government that is reguired by constitution or
szatute, :in eifect on January 1, 1987, to undergo its audits less freguently
ran annually, is permitted tec undergo its audits pursuant to this part
misnnielly. This reguirsment mast still bhe in effect for the biennial period
under audi:

oy Bry non-profit organization that had biennial audits for all
piennial periods ending between July 1, 1992, and January 1, 1985, 1is
permitted to undergo its audits pursuant fto this part bdiennially.

5 .225 Sanctions.

Mo audit costs may be charged to Federal awards when audits reguired by
this part have not been made or navsa been made but not in accordance with this
part. In cases of continued inability or uru;langneas to have an audit
conducted in accordance with this part, federal agencies and pass-through
ertities shall take appropriate action using sanctions such as:

fa} Withholding a percentage of Federsl awards until the zudit is
completed satisfactorlily;

{p) Withholding or disallowing overhead costs;

{c) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

8 . 230 Audit costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits

made in accordance with the provisions of this part are allowable charges to

The charges may be considered
as determined in accordance with

Faderzl awards.
Lndirect cost,

a direct cost or an allocated
the provisions of zpplicable

OM2 cost principles circulars, the Federal Acguisition Regulation (fRFR) (438
CFR parts 30 and 31), or other appiicable cost principles or ragulations.
12
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S L2325 rogram-specific audits.

ram-specific ie L

wide wilil: be o 2 C

pect Lo internal control, b »

, and audit reportlng regui T or sl

ice of Imspecticr Gemeral © a1l ag v LG dete

guids “s aveilable. When & current program-cpecific audit
quide is available, +the zuditor shell follow GAGAS and the guide when
performing & program-spescific aadit.

gvailabhle (1) When & program-

guide 15 mnot available, the auditee and aucditcr shalli have

ame responsibilities for the Federal program &s they would Lzve

2 mMejor program in s single audit.
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fiii; A report on compllance which inciudes an opinion [or
1] to whether zuditee complied with laws,
5 5 grant agreements which couid
2 program; and

(iv) A schedule of findings and dquestioned cos:is for the
rogram That includes a summary of the zuditor's resylts relatlve to
program in a format consistent with §  .505(d) (1) and Ifindings
ed costs consistent with the reguirements of §  .505(d} (3).

i ic_audits.

1) T ing required by paragraph

{c) {(2) oxr (e} (3) of this section s 3 the earlier of 30 days af:er
racaipt of the auditor’s reporti{s), or nine monchs after the end of the zudi
riod, unless a longer period is agreed to in advance by the Federal agency
at provided the funding or a different periocd is specified in a program-—

= o audit guide, ({However, for fiscal yearsz beginning on 2r before June
the audit shall be completed and the required reporting shall be

d within the zarlier of 30 days after receipt of the auditor’s

v, or 13 months after the end of the audit period, unless a diffs
specified in a program-specific audit guide.} Unlsss restricte
aqulation, the auditez shall make report copies available Zor pub
on.

(c) Report submission
Tne audit shall be comple
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(2 When a program-specific audit guide 1s available, the
auditee shell submit %o the Federal clearinghouse designatad by OMB the daza
collection form preparsd in accordance with § . 320(d), as applicable to a
program-specific audit, and the reporiing required by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit %o the ¥Federal awarding agency or pass-—-through entity the reporting
red by the program-speciiic audit guide.

regui
{2 When a program-speciiic aucdit guide is not availab the
reporting package for e program-specific audit shall consist of the financlial
statement (s) of the Federal program, a summary schedule of priocr audit
findings, and a corrective action plan as described 1n paragraph (b){(2) of

Ta
L2y
£a

this section, and the auditor's report(s) dnscrlbed in paragreph (b) (4) of
this ssction. The data collection form prepared in accordance with
14 Ei
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ringhouse designated by OME
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auditess shall make pos i ve ef:or*s lize sma¢l pusinezgses,

ovned firms, and women's bus:ness ent es, in procuring audics

stated in the A-102 Common Rule, OMB Cirgular A-23i0, or the FAR 48 T

42, as applicable. In regqguesting proposals for audit services, the
chiectives and S”opa of the audit should bz made clear. Factors to be
considered in evaluating each proposal for audit services include the
responsiveness to the reguest £or proposal, relevant experiencs, ava1¢a9111:y
of scaff with prorn551ona1 gqualifications and technical abilities, the resulcs
of external guality control reviews, and price.

(b Restriction on auditor preparina indirect ¢ost propesals. An
auditor who prepares the indirec¢t cost propesal or zost allocation plan may
not also be gelected to perfcorm the audit require=d by this part whan the
indirect costs rzcoverad by the audl =g during tche prior year exceeded 51

million. This rastriction applies to the base ysar used in the preparatiocn of
the indirect cost proposal oY Cost alloﬁat¢on plan and any supseguent yesars in
which the :ulting indirect cost agreement orf cost allocation plan is used o

To minimize any disruption in existing contracts for audit

(=

es

ts.

his paragraph applies to audits of fiscal vears beginning after
98

recover cos
Servites, ©
[#]

June 30, :

{c) Use of Pederal asuditorsg. Federal auditors may perform all or part
of the work reguired under this part if they comply fully with :the
reguirements ofi this part,

§ L2310 Financial statements.

{2) Financial statements. The auditee shall prepare financial
atements that reflect its financial position, resulis of operations or

statem
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 mest the reguirements of this part.
However, organization-wide financial statements may 2lso include deparctments
agenciezs, and other srganizational units that have separate aundits 1m
accordance with § _ .500{a) and prepare separate financial statements.

(b} Schedule of expenditures of Federal awards. The auditee shall
also prezpare a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not required, the

zuditee may choose to provide information reguested by Federal awarding
agencies and pass-through entitizs to make the schedule sasier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

(1) List individual Federal programs by Faderal agency. For
Federal programs included in a cluster of preograms, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended

shall be shown either by indiwvidual award or by Federal agency and major
subdivision within the Federal agency. For example, the Natiocnal Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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ipn The cach
FIogram.
Lh “nolude, in either the schedule or
—he value of the Federz: awards expended in the form
e amount of insurance in effect during the vear, and
guarantess ourstanding at year end. While not reguar
present this :information in the schedule

5 L3213 zudit fincdings follow-up.

(&) Gensral. The audites 1 and corrective
action on all audir findings. As D=z f the audites
ghall prepare a summary schedule of priocr audit findings. The auditee zhall
alsc prepeRTe & Zorrective attion plan for current year audit findings. The

summary schnedule of prior audic __HC1ngc ant¢ the corrective action plan shall
include the reference numbers the auditor assigns to audit findings under

g .510(c) . Eince the summary schedule may include audit findings from
miltiple vears, it shall include the fiscal year in which —he Zinding
Initially occurread.

{1} Summary_schedule of pricr zudit findings. The summary schedule of

prior audit findings shall report the status of zll audit findings includsd in
the pricr audit's schedule of findings and guestioned costes relative to
Federzl awards. The summary schedule shall also :nclude aucdit findings
reported in the prior audit's summary schedule of prior audit findings except
andir findings listed zs corrected in accerdance with paragraph (b) (1) of this
section, or no longer valid or not warranting further actlon In accoriance
with paragraph (b) (4) of this sectlion.

£ When audit findings were fully corrected, Lhs summary
schedale nsed only list the audit findings and state that corrective &CTIOn
wags taken

12) When audit findings were not corrected or were only
partially corrvected, the summary schnedule chall describe the planned
corrective action as well as any partizal corrsctive actlion taken.

) When corrective action taken ig significently diiferent Irom
corrective acticn previously reported in & correct ‘ve action plan or i tb_
Federal agency's Or pass-through eatity’s management decision, the summary
schedule shall provide an explanation.

=y When the auditee pelieves the audit findings sre no longer
valid or do not warrant further action, bhe reasons for th;s poc*t‘on cshail ne
described in the summary schsdule. 2 valid reason for considering an audit
finding as not warranting further actionm is that all of the Zollowing have
ccourred

= Twe vears havs pessed gince the audit report n which
i/ !
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iiz) B management declislion wag not
e Sorrective azrplon plan. AL e ZOWMDIetlo
. prepare a gorrective actiion plan o addres =1
e current vyzar auditor's reports. The t
the name 's! of the contact personis) re b F
rrectlive action planned, and the antici - i
doess not agree with the audit findings lieve
reguired, then the corrective action nlan shall include an
d speciiic reasrinms
§_ -320 Report submission.

{a) General. The audit shall be completed and the data collection
form described in paragraph (b) of this section and reporting package
described in paragraph {e¢) of this section shall be submitted within the
carlier of 20 days after receipt of the auditor’s reporti{s}, or nine moncths
after the 2nd of the audit period, unlass a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (Howesver, for fiscal
years beginning on or before June 30, 1998, the audit shall be complsted and
~he data cellecticn form and reporting package shall be submitted within the
2arlizr of 30 days after receipt of the auditor’s report{s), or 13 months
after the end of the audit period.}] Unless restrict ed by law or regulation,
the auditee shall make copies available for public inspection.

{b) Data Collaction. {1} The auditee shall submit a data ceollection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
resuits of the audit. The form shall be approved by OMB, available Irom the
Federal clearinghouse designated by OME, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (2.g., State controller, director of finance, chief sxecutive officer
or chief financial cfficer) shall sign a statement to be included as parcv of
the form certifying that: the auditee complied with the requirements cof 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 itsg
entirecy, are accurate and complete.

Sl 2

(2} The data collection form shall include the following data
elaments:
(i) The type of report the auditor issued on the financial statemsnts of
the auditee {(i.e., unqualified opinion, gualified opinion, adverse

opinion, or disclaimer of opinion}.

(11} Whers applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whather any such conditions were material weaknesses.

statement as to whether the audit disclosed any noncompliance which
s matcerial to the financial statements of the auditee.

ﬂ
1=
p
b

_—

(i) Where applicable, a statement that reportable conditicons in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

() The type of report the auditor issued on compliance for major

18
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(i)

ety

[CFDE; number for each

Federsel program and zGentific

ual programs withir a cluster e
e level of detzil asg Lhey are scheau’es
£ Federal awards

enditures in the scheduie of expenditures of Fegeral
with ezch Federsl program.

Fo program, & Yes Or nRo statement && Lo whether thers
are audlt findings in each of the following tybes of zompliance
reguirements and the total amount of any gusstioned costs

[F R G R R B o n i e B o Bl i W < B

Whether
zudit.

The name of th
accordance witk

(Z}

hectivities zllowed or unallowed.
Rl.owable costs/cost principles

Cash management.

Davis-Bacon Act.

Eligibility.

Equipment and resl property management .
Matoning, level of effort, esarmarking.
Period of availability of Federzl funds.
Frocurement and suspension and debarment.
Frogram income.

Eeal property acguisition and relocatiorn. assSistance.
REeporting.

Subrecipient monitoring.

Specigl tests and Provislons.

Name Emplover Idencification Numberis), Kame and Title of
ing Official, Telephone Runmber, Signature, and Date.

Nams, Name and Title of Contact Person, hkuditor Address,
Telephone Number, Signature, and Date.

zhe audites has either & cognizant or oversight agency for

! .

2ght zgency for auzdit determined In

4

and g .400 (D), respectively.

Using the informaticn included in the reporting package

described in paragrapn (¢) of tnis section, the auditor snall complete the
appi_cable secticns of thne form. The auditor shall sign & statement tTo be
ncliuded as part
source of :he ini

for the
,J:;J'age

informari
described

of the dats collection form that indicstss, at a minimum, The
ormation included in the form, the suditor’'s responsibility
on, that the forxrm is not & substitute for the Teporting

in prragzapk (c) of this section, and that the content oI
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49 Zorreciive action plan discussed in § L3215 {a)

(dj Submission to clzaringhouse. All auditees shall submit to the
Faderal zlearinghouse designated by OMB the data collection form described on
paragraph (b) of this sectlon and one copy of the reporting package descrihed
.n paragraph (e) of this section for

(1} The Federal clearinghouse to retain as an archival copy
and
(2} Each Faderal awarding agency when the schedule of findings

and guestioned costs disclosed audit findings relating Co Federal awards that
thne Federal awarding agency provided directly or the summary schedule of prior

it findings reported the status of any audit findings relaring to Federal
awards that the Federal awarding agency provided directly.

f=2) hddicional supmigsion bv zubrecipisnts. {1) In addit
reguirements discussed in paragrapb {(d) of this section, auditess
a2lso subrecipients shall submit to sach pass-through enticy one zop
reporting package described in paraaraph (e¢) of this section for 2
through entity when the schedule of findings and questioned costs 52
audiz findings relating to Federal awards that the pass-through anticy
provided or £he summary schedule of prior audit findings reportzd the status
of any audit findings relating to Federal awards that the pass-through entity
crovided

{2) Instzad of szubwitting the reporting package to & pass-

through =2ntity, when a subrecipient is not reguired to submit a reporting
Tackage o a pass-through enticy pursuant to paragraph (e} {l) of this section,
“he zubrzcipisnt shall provide written notification to the pass-through entity
chat: an audit of the subrecipient was conducted in accordance with this parc
{including the period covered by the audit and the name, amount, and CFDR
numirer of the Federal award(s! provided by the pass-through entity}; the
szhedule of findings and guestionsd costs disclosed no audit findings rzlsting
to the Faderal 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 subracipient may submit a copy of the reporting package descrided

in paragraph () of this section to a pass-through entity teo comply with this
notification requirsment,

(f) Reguegtsy for raport copies. In response Lo reguests by a Feder
agency oY nass-through entity, audifees ghall submit the appropriate coples of
the reporiing package described in paragraph (ec) of this section and, if
regquested, a copy of any management letters issued by the auditor.

(gl Report retention reguirements. Auditeass shall keep one copy of

data collection form described in paragraph (b) of this section and one

of the reporting package described in paragraph (¢} of this section on
for three years from the date of submission to the Federal clearinghouse

thoy et
1t O ':r
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Subpart D--Federal Agencies and Pass-Through Entities
E _.400 Responsibilities.
tal _oan_bant aaenﬁv for audit respongibilivies. Recipients sxpending
more Than 525 ma 50 million for fiscal yearg ending zfter December 21,
2063) & vear im reaer—1 awards shall have a cognirant agency for audit. The
deslignated cognizant agency for andit shall be the Fedsral awarding agency
that provides the pradominant amount of d'”ect funding o & recipient unless
OME makes az specific cognizant agency for audit assligmment
fective Ffor fiscal years ending on or before December 21, 2003
: for contimuity of ognizanﬂe the determination of the predominant
amount of direct funding shall be bassd upon direct Federzl awards eypended In
‘pient's fiscal vears ending in 1895, 2000, 2003, anc every fifch yes
er. Tcx example, audit cognizance for periods ending in 1997 through
1 pe determined based on Federzl awards sxpendsd in 1585 {Howevsar,
es and 10”31 governments that expend more than £25 milliom z year In
awerds and have previousliy ass gned cognizant agmnC1 =2g for audit, the
mente of this paragraph ars not effective until years beginning
une 30, 2000.)
Foll effective for fisczl vears ending after December 21, 2003
The aticn of the predominant amcunt of direst funding shall be based
upon Faderal awards expended in the recipient's fiscal years encing in
2004 2t14, and svery faf<h vyear thereafter. For example, audit
cogn or periods ending inm Z00€ through 2010 will be determined based on
Fede ds expended 11 2004, {However, for 2001 throuch 2005, the
COYn: ency for audit is determined based on the predominant amount of
dire a1 awards expended in the reciplent's fiscal year endilng .n 2000]
Notwithstanding the manner in which audit cogrnizance 1s determined, a FPederel
awsrding agency with cognizance for an auditee may ve;sc;gr cogrizance Lo
another Federal awarding agency which provides substantial direct funding and
agre=s to be the ﬂogn_gant agency for zudit. Within 30 days a:ter any
rezesignment, Doth the old and the new oognizant agency for sudit ghall notifyv
the audites, and, lf known, tThe audiior of the recsslqnment_ Tne cognizant
agency for audit shall:
{2} Provide technical audit advice and lizison to auditees and
auCILors
(Z: Consider auditse regussts for exteLsiOns TG Theé repor:

2%




Promprly infoym other affacted FPederal agsncies ang
4Tpropriate law enforcement officials of any dirsct reporting by the
zudi~ae or - .zor of Lrregularitlies oy illegal acts, as reguired by SRGLS
DY Iaws and i0ns

15 Advise tne auditor and, where appropriate, che suditze of
any deficisnaies found in the audite when the defigienciss reg Y ive
action oy the auditor. When advised of deficiancies, ¢ udite 11 Tk
with the auditor to zake corrsctive action. If gorrective action is not
taken, the cognizant agency Zor audit shall notify the auditor, the audites,
and applicable Federal awarding agencies and pass-through entities of the
facts and make rezoommendacions for follow-up action. Major inadequacies or

repetitive subgtandard performance by auditors shall be referrad to
appropriate State licensing agencies and professional bodies Zor disciplinary
3CC 1o,

(6) Coordinate, to the extent practical, audits or revisws
made by oy for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits periormed in accordance with this part.

(7 Coonrdinate a managemant decision for audit findings that
ff=ct the Federzl programs of mors cthan one agency.
(8) Coordinate the audit work and reporting responsibilities
among auditors Lo achisva tfhe most cost-eifective audit.

(9} For biemnial audits permitted under §  .220, comsider

auditee reguests to gualify as a low-risk auditee under § .330(a) .

() Oversight agency for audit responsibilities. A&n auditee whici
doss not have a designated cognizant agency for audit will be under the
general oversight of the rFederzl agency determined in accordance with
§ _ .105. The oversight agency for audits:

(1) Shall provide technical advice to auditees and auditors as
reguested.

(23 May assume all or some of the responsibilities normally
periormed by a cognizant agency for audit.

() Federal zwarding agency responsibilities. The Federal awarding
sgency shall perform the following for the Federal awards it makes:

(1} Identify Federal awards made by informing esach recipient
of the CFDA title and number, award name and number, award ysar, and if the
zward is for R&D. When some of this information is not available, the PFederal
agency shall provide information nacessary to clearly describe the Federal
award.

{z) Advise recipients of reguirements imposed on them by
Federal laws, regulations, and the provisgions of contracts or grant
agreements

ch} Ensures that audits are completed and reports are raczived

22
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on them by
rant agreemsnts
hrough entity.

(3] Morniter ivities of subreciplients as necessary to
ensure that Federal awards for suthorized purposes Ir compllance Witk
laws, regulations, and the S of contracrs or grant agresmente and

rhat perfcrmance goals are

(4) Ensure that subrecipients ﬁxbenu;ng SEZ00,00C {500,000 for
cal years ending after Dscember 31, 206%) or more in Feders
subrecipient's fiscal vear have met tne audit regulrements
that fliscel year
(5} Issue & management decision on zudait findings within six
months zfrer receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective aotion.

(6} Consider whether subrecipient audits necessitats

adiustment of the pass-through sntity’'s own records.

(7} Feguire each subrecipient to permit the pess-through
ty and auditors to have access Lo the records and finmancial gtsa
sary for the pass-through ent:zty Lo comply with this perT.

§ _ .405 Management decisgicn.

fal Zenergl. Thne management decision shzlil clearly state whether or
not the audit f ing is sustained, the reasons for the decision, and the
erpected auditee action —o repey disszllowed costs, make financial adiustmente,
or take other aciion, If the auditee has not completed corrsctive action, &
timetable for fcllow-up should be given, Prior to igsuing che managemsnt
decision, the Federal agency or pass-through entity may reguest
additional Znformation or documentaticn from the zuditee, inclucing a reguest
for auditor assurance related Lo the documsntation, as & way of mitigating
dissilowsd costs The management decision should descrilbe any appeal proceses
avaiialble to uhe auditee.
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Refarence numpers. Management decisions shall include the
numbers the auditory assigned to sach audit finding in accordance
5104{e)

Subpart E--audltors

g .500 Scope of audit
(a) General. The audit shall pe conducted in acrordance wibh GAGRS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a ssries of audits that cover
departments, agencies, and other organizational units which erpended or
otherwise administersd Federal awards during such fiscal year, provided tha:s
sach such audit shall sncompass the financial statements and schedule of
e¥panditures of Federal awards for esach such departmwent, agency, and other
rganizational unit, which shall be considersd to be a non-Federal entity.
The financial statemsnts and schedule of ewpenditures of Federal awards shall

=

e for che same fiscal year.

(D) Financial statemencts. The auditor shall determine whether the
financial statements of Lhe auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shzll also determine whether the schedule of sxpenditures of Federal
awards is presented fairly in all material respects in relation to the
auditee’'s financial statements taken as a whole.

() Tnternal congrol. (i) In addition to the reguirements of GAGAS,
the auditor shall perform procedurss to obtain an understandlng of internal
controel over Federal programs sufficient to plan the audit to support a low
assessed level of control rigk for mejor programs.

(2} Except as provided in paragraph (c}({(3) of this section,
the =zuditor shall
(i) Plan ths =s:ing of internal control over major

programs to Support a low assesgsed level of control risk for the assertions
relavant to the compliance reguirements for szach major program; and

{1i) rerform testing of intermal control as planned in
paragraph (e} (2) (i) of this section.

(3) When internal control over some or ail of the compliance
guirements for a major program are likely to be ineifective in preventing or
tacting noncompliance, the planning and performing of testing described in
ragraph () {(2) of this section are not reguired for those compliance
2l rements. However, the auditor shall report a reportable condition
in
it

~~

cluding whether any szuch condition is a material weakness] in accordance
h § .510, assaess the related control risk at the maximum, and consider
whether additional compliance tests are rzguired because of ineffective

£~ N
S 12 Y mlD(D
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sment, an aucit of These comp.iance

:his part. Wnere “here have Dzen

the changess sre not reflected in
“he cqmplla il decermine the current compllznce
regulremente and moHify “he auﬂ_L p:ocedar:; accordingly. For those Federal
Trograms nol Coveret 1n thﬂ zompliance suprlement, the zuditor snoulc use The
< s of compliance reguirements contained in tThe compliance supplement &acs
guidance for identifving the types of compliance reguirements tTo —est, and
determine the reguirements governing the Federzl program Dy reviewing thne
provicions of contracts and grant agreements and the laws and regulations
referregd o in such contracts and grant agreements.

i

) The comwpliance testing shall include tests of cransact:

and such other auditing y procedures LEeCESSary Lo provide the auditer sufficient
evidence Lo suppcrt an opinion on compliance.

el Bucit folipw-up. The audizor shzall follow-up on pricr audit
findings, perform procsdures to assess the reasonablensss of the summary
schedule of prior azudit findings prepared by the auditee in accordance with
£ .225(b), and report, a5 & cuvrent year zudit finding, when the audltor
concludes that the summary schedulie of prﬂor auaﬁb findings materially
misrepressnts the status of any prior audit Iipdinmg. The auditor shall

perform audit folilow-up proweaures regardless df wnnfnﬂv & prior audit finding
relates to & malior program in the current wvs

(£ Datzs Collection Form. 28 reguired in § -320(b) (2), the
shall complete and sign specified secriong of the dats collection fcorm.
§ .505 Zudit reporting.

Thne auditor's reportis! may be in the form of either combined cx
separate reports and may be o?uarlz&d aifferently from the manner presencted in
this section. The auditoris re crt(s) shall state that the audit was
conducted in accordance thh this part and include the following:

ia) zn opinion {or disclaimer of opinion) as to winether the financial

statements are presented fairly in all material respeccs in confcrmity with
generally accepted accounting principles and an opinion (or disclaimer of
opinicn) as to whether the schedule of ohpend;tu*es of Federal awards Zs
presented fairly in all materizl respects in relatzon to the financial
statements t

L report on internzl control relared to the finmancial statements
programs. This report shall describe the scope of testing of
control and the results of the tegtes, and, where ampl‘”able, refer Lo
rate scnedule of findings and guestioned costs described Iin paragraph
nis section.
i A report on compiliance with -aws, regulations, and the provislous
zaots Or grant agresmente, noncommlian:e with which could heve =z
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A summary o the guditor's results whinh zhall include:

iy The tvpe of report the auditor issusd on the
financial stacements of the auditee (i.e., ungualified opinion, i
opinion, adverse opinion, or disclaimer of opinioni;

(ii} Where applicablie, a statement that repor:table
conditions in internal control were disclosed by the audit cof the financial
statements and whether any such conditions were material weaknssses;

{iii) 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditse;

(iv}) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audic
and whether any such conditions were material weaknesses;

v} The type of report the auditor issued on compliance
for wmajor 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 is required to report under § .510 (a);

(vii) An identification of major programs;

(viii)The dollar threshold used to distinguish bestwesn
Type A and Type B programs, as described in § .520(b); and

,.
-
in
[«
o
i

{ix) 4L statezment as tc whether the auditee guali
a low-rigk auditee under § .530.

=

Findings relating to cthe financial statements which are
reported in accordance with GAGAS.

{3} Pindings and gquestioned costs for Federal awards which
shall include audit findings as definead in § .510{a).

. {i) audit findings (e.g., internal control findings
compliance findings, gquestioned costs, or fraud) which relate to the same
izsue should be presented as a single audit finding. Where practical, audit
Tindings should be organized by Federal agency or pass-through entity.

{ii) Audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d){2) and (d) (3)
»f this section, respectively, sghould be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference to a detalled reporting in the other section of
the gchedule,

§ .510 audit findings.
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program or an audit opse

(z Frown guecticoned costs which are greater tharn £20,000 Zor
f compliance reguirement for z m&jor program ¥nown gu es:i TeC COSLE
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o
e specifically identilied by the auditer. In evaluatin ng the effect of
T, costs on the opinion on compliance, the auditor considers the best

a

of rotal costs gasstioned (likely guesticned zostel, not Just the

d cvsts specifically identified {(known guestioned costs). The

hazll also report known guestioned costs when likely guestioned coste
than 510,006 Zor & type of compliance reguirement for a mejor

cam. In eport'ng UJESthDEd coste, the auditor shall Znclude information
ovide propsr perspective for judsing the prevalence and conseguences of
uestioned costs.

I
HQ
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(4] ¥nown guesticned costs which are greater than $10,0060 for
rrogram which isg not audited as a major program. Except for audic
, the auditor is not reguired under this part to perform aundit

res for such a Federal program; therefore, the auditor will normelly
ind guestionsd costs for & program which is not audited as a major
T am. However, if the auditor does become aware of guestionsed cos
Federazl program which is not audited as a major program i£.9., &8 Dar
audit follow-up or other audit procedures) and the known guestioned c
greatzer than $10,000, then the auditor shall report this as an audit

15} The roumstances CONCerning wny
compliance Ior major programs ig other than an ungu
such ¢ircumstances are otherwise reportsd as audit *-
findings and qussticned costs for Federal awards.

(e} Ynown f:aud affecting a Federal award, unless such fraud
iz otherwise reported as an audiz finding in the schedule of findings and
guestioned costs for Federal awaIrds This parsgrarh dcoes not reguire the
auditor o make an additionz]l reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting

Juiremente ci GAGAS.

(7 Imstances wnere the resu.its of audit follow-up procedures
disciosed that the summary schedule of pricr audit findings preuarﬁd by the
zuditee L acCcordance wizhn § L3253 ({b) materially misrepresents the startug of
any prior audit finding. T
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The zondition found, Iincluding fzcos othat suppori tne
izd in the audit finding.

VA Identification of questionsd costs and how they were

5] nformation zo provide proper perspective for judging the
rrevalence and conseguences of the audit findings, such ag whether the audit
findings represent an isolated instance or a svstemic problem. wWhere
appropriate, instances identified shall be related -o the universs and che
number of cases examined and be quantified in terms of dollar value.

(&) The possible asserted effasct to provide sufilcient
information to the awditee and Federal agency, or pass-through entity in the
case of a subrecipient, to pzrmit them to determine the causs and efifsct to
facilitate prompt and proper correctlive action.

Recommendations to prevent future occurrences of the
. fied in the audit finding.

(8} Views of responsible cfficials of the auditesz when there
is disagreement with the audit findings, to the extent practical.
(<) Reference numbers. Bach audit finding in the schedule of findings

and guezticned costs shall include a referznce number to allow for easy
refarencing of the audit findings during fcollow-up.

§ .515 Audit working papers.
{a) Retention of workino papers. The auditor shall retain working
caperg and reports for a minimum of three years after the date of issuance of

a
the auditor's rzport(s) to the auditee, unless the auditor is notified in
writing by the cognizant agency foxr audit, oversight agency for audit, or
pass-through entity to extend the retention pericd. When the auditor is aware
that the Federal awarding agency, pasg-through entity, or auditse is
contesting an audit finding, the auditor shall contact the parties contesting
“he audit finding for guildance prior to destructicn of the working papers and
reports.

{b) hecess to working papers.  Audit working papers shall be made
avallable upon resguest to the cognizant or oversight agency for audit or its
designes, a Federal agency providing direct or indirect funding, or GRO at the
completion of the audit, as part of a guality review, Lo resolve audit
findings, or to carry out oversight responsibilities comsistent with the
purposes of this part. Access to working papers includes the right of Fe
agencies to obiain copies of working papers, as is reasonable and neceasa

deral
ry.
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(iii} £30 willion or 1 hunfredihs of one psrcent {.0C1e;
of total Faderz] awards expendesd in the case of an auditee for which zotal
Federzl awards expended exceed £10 billion

(z] Federal programs not

HER] Thne inclusion of large loan and loan guarantees (lcans)
should not result in the exclusion of other programs as Type £ programs. When
& Federal program providing lioans significantly affects tne number or size of
Type & programs, the auditor shall consider thig Federzl program as a Tvpe A

program and exclude itg velues in determining other Type L programs.
[4) For biennial audits permitted unaer § .220, the
rermination of Type E and Tvpe B programs shall be based upon the Federa
awards expended during the two-year period.

entify Typs A programs which a
ed low-rigk, it shall have bes
the two most recent audit
lin the most recent audit period inm the case of a hiennial aud-t),
in the most recent audit pericd, it shall have had no sudit findings
r § _ .510{a). However, the auditor mey use judgment and conslder that
¢ [indings from guestionad costs under § .E10{a} {3} and & _ .510(a) (4},
ud under § . E10(a) (E), and audit follow-up for the summary sSchedule of
or audit fiwdings under § _ .510{a) (7} do mot preclude the Type & program
om being low-risk The auwditor shall consider: the criteria an §_ .3Z5{c).
_.8251(d){1), §__ .525(d)(2), and §__ .525(d)(3}; the results of audit
iow-up; whether any changes in personnel or systems affectins a Type A
program have sigrificantly incrsased v
etermining whether 2 Type A program -
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Thne zudiior - fy Type B programs whoon ars
icnal Judgment a z crizeria in § 525, However,

ezt Option 2 under Step ¢ Iparagraph le) {2) (i) (B) oI

the suad.tory is not regulred Lo £ify more high-risk Tvos 2

aumber of low-rlisk Twvpe B programs Bxcept I0r known

ions n Intsynal control or compliance problems as discussed
5 525(b} (2), and § .525(2y (1), a single griteria in
dom Zause & Type B prograwm o He considered high-rishk
The audizor is not expected o perform risk asss2s5sments or
deral proorame. Therafore, the auditor is only reguired to
ments on Type B programs that exceed Lhe larger of:

(i) 5100,000 or three-cenths of one perzent (.002) of
total Federal awards =xpended when the auditee has less than or sgual to 510G
miilicn in total Federal awards expended.

{11} $300,000 or chree-hundredths cof one percent (.0003)

2l Federal awards expended when the auditee has more than 5200 miilion
in total Pedeval awards e¥xpended.

() Step 4. At a minimum, the auditor shall audit all of the
following as major programs;:

i1 pll Type A programs, except the auditor may exclude any
rograms ldentifi=d as low-risk under Step 2 (paragraph (c)(l) cf this

) High-risk Type B programs as identifisd under
owing Cwo options:

i
5

o
2ither of the fol

(B) Option 1. At least one half of the Type 3
programs identified as high-risk under Step 2 (paragraph (d) of this section},
avcept this paragraph {e) {2) (i) (A) does not reguire the auditor to auvdit more
righ-risk Type B programs than the number of low-risk Type 2 programs
idencifiesd as low-risk under Step 2.

{(2) Option Z. One high-risk Type B program for
zach Type 2 program identilfi=d as low-risk under Step 2.

(ii) When identifying which high-risk Type B programs to
audit as major under either Cption 1 or 2 in paragraph {e} (2) (i) (B) or (B},
the auditor is encouraged to use an aDpVoach which provides an opportunicy Zoxr
d4iffzrent high-risk Tvpe B programs to be audited as major over a pesriod of
time

{3) Such additional programs as may be necessary Lo comply

with the percentage of coverage rule discussed in paragraph (f£) of this
gsection. This paragraph {e} (3) may regquire the auditor teo audit more programs

ag maior than the number of Type B programs.

(f} Parcentage of coverage rule. The auditor shall audit as major
programs Faderal programs with Pederal awards expended that, in the aggregate,
encompass at lesast 50 percent of total Federal awards expended. If the

auditese meets the criteria in §_ .330 for a low-risk auditee, the auditor
nzed only audit as major programs Federal programs with Faderal awards
expend=d that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

{q) Decumentation of risk. The auditor shall document in the working

)
o
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EXTLn programs as a:l Type L programs Lius any
szTy Lo the percentage of Erage rule dnLsz a
sertion.  Under this option, the auditor would not oe
procedures discussed in paragraphs (g}, (d), and {&]

Tc ensure that a freguent change of auditors would not

high-risk Type B programs, this election for Iirst-vear
used by an auditee more than once In every Lhree yvears
§ .525 Criteriz for Federazl program risk.
Seneral .  The auditor's determinztion should pe pased on an
o wation of the risk of noncompliance cccurring which could ke
m he Federzl program. The auditor shall use auditor judgment and
e uch as described in paragraghs (b), (e}, and (d) of this

=

fy risk in Federal programs. Llso, as part of the risk
or may wish to discuss a particular Fedesrzal program with
nt and the Federal agency or pass-through entity.
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k) Curre
control over Feder
should be given o
factors as the exp
regulations and th

t and prior sudit eyperience. 1} Wesknesses Iin intermal
al programs would indicate higher risk. Consideration

o control environment over Fedsral programe and such
ion of management's adherence to applicable laws ana
visions of contracts and grant agreements and the

(1) 2 Federal program administered under multiple
internal control siructures may have higher risk. When assessing risk in &
large single audit, the auditor shall consider whether weaknesses are 1sclated
in a single operating unit {e.g., one college campus) or pervasive throughout
the entiry.

{ii) When significant parts of a Federal program are
passad through So subrecipients, & weak svstem for monitoring subreciplents
would indicate higher risk.

The extent to which computer processing is ussd to
I as the compliexity o2f th
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in zesgessing risk. New and I

L
ram or have not been corrected.
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sncies, with The Concurrence oI OMZ, mav
ich ares rnigher risk OMB pians o provide thos
ante suppiement
rd) Inherent rigk of the Federal program. {1} The nature of a
Federal program may indicare risk. Consideration should he given to the
camplexi“y of the program and the ewtesnt ©o which the Federal program
ontracts for goods and services. For axample, Federal programs That disburse
funds through third party contracts or have eligibilicy criteria may b2 of
higher risgk. rederal programs primarily involving staff payroll zostis may

have a high-risk for time and 2ffor:t reporting, but otherwise be at low-risk.

(2] The phase of a Federal program in ics
Federal agency may indicate risk. For example, a new Federal program with risw
2Y 1nterim regulations may have higher risk than an established program with
time~-tested regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agrsements may wncr ase
risk.

{3) The phase of a Fzderal program in itg life cycle at th
auditee may indicate risk. For exa mple, during the first and last ye=ars :hat

an audites participates in a Federal program, the risk may be higher due o
starc-up or closeout of program activities and staff.

{4} Type B programs with larger Federal awards esxpendsd would
be of higher risk than programs with suDsLantlally smaller Federal awards
?Zpended
§ L5320 Criteria for a low-riszsk auditee.

An zuditee which meets all of the following conditions for each of the
preceding twe years (or, in the case of biennial audits, precading two audit
periods) shall qualify as a low-risk auditeses and be eligible for reduced audit
coverage in accordance with §_ .520:

fa) Single audits were performed on an annual bagis in accordance with
the provisions of this part. A non-Federal entity that has biennial auditsz
doss not gualify as a low-risk auditee, unless agreed “o in advance by the
cognizant or oversight agency for audit.

(D} The auditor's opinions on the financial statemants and the
schedule oif anditurss of Fedsral awards were undqgualified. However, hes
cogn‘zant or oversight agsncy for audit may judde that an opinion
qualification do=s not aifsct the managsament of Federal awards and provide =
waiver,

a

=) There were no deficiencies in intermal control which were
identified as material weaknesses under the requiresments of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material wezaknesses do not affect the management of Federal awards and provide
a walver.

PAGE . 52 OF 3% PAGES




Talsr.e. wWERILeDET

ce e

W : CTie he mEd o ig av akb:le
fvom “he CFfice of hdmirpistration, Puplicetions Oifilce, room 2200, Kew
Execurive Office Building, Washington, DT x0502.

tal
L

ATTACHMENT &
PAGE .. 22 OF 325 paGES




ATTACHMENT “F°



Health Information In Compliance With The Health insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOC/ATE AGEE "Agreem nt") is made and entered as of October 1

2008 by and between ALt R - a (&4 dTradre o

[corporation, partnership, dbab&vhose business address is: (S [ A g riat Aot

AW Z;«,l (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 promuigated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to.meet the
requirements under 45 CFR § 164.524.
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g. Amendment of Protected Health Information Business Associate agrees to promptly make

j.

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 heaith 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 health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to fimit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b}, and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. in the event that Business Associate determines that returning or destroying the
protected heaith 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 Asscciate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

MISCELLANEQUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all faws, 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

Reguiations 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

shail 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 shali be in wntmg and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.

ATTACHMENT E
PAGE 4 of 5 PAGES



15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not

operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF¥, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a_Ling [Blocl Drgy Mluescn] o ,
(Zorporation, partnership, individual) (J@ygf}xﬁ_‘?’?z'z}L

,:%Cé.mbﬂ)lf/ , 2004 By: 4( ﬁv(g Wone /}aﬁwq e

(person legally allowéd t&/bind organization) ¢/
Title: _ cACL e Prreofn

. 20 By:

(person iegally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

ﬁ(o 2 2009 By: c%"\ Assistant City Manager

ngity Manager or designee S "
Tip~ig 1 ‘; . ’ ¥ Ad
City S rto 551 o;
o ThE i v CHARTER,
The foregoing Agreement is hereby approved as to form this ___2_O -~ day of

T OAAPAN ,ZOIﬂ,

ROBERT E. SHANNON,
City Attorney @r designe

Deputy Y
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ATTACHMENT “G”



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person 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
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in & 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 certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: LCWM Peachn Dclq L'Lugcwf

Name and Title of Authorized Representative: “Fa ’h/’ e \NO r’tjﬁ Exeeactiye D(f et

Y2 nce. dng J3-24-185

Sigrigture O Date
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ATTACHMENT “H”



CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm{s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that 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 behaif of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: [[)/25 BééUk D/u,i Mltr”}ed/

Name and Title of Authorized Representative: P/”f'ﬂéﬁ Wflhj _ Exr CLL/}UL’ D(FL u[m/‘

RO Lopg—
Sighature ¢ ) Date
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