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"Contract") is made and entered into, in duplicate, as of July 17, 2014 for reference

purposes only, pursuant to a minute order adopted by the City Council of the City of Long

Beach at its meeting on August 13, 2013, by and between 1736 FAMILY CRISIS

CENTER, a California nonprofit corporation ("Organization"), whose address is 2116

CONTRACT FOR CONTINUUM OF CARE

33571
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

8 Arlington Avenue, Suite 200, Los Angeles, California 90018, and the CITY OF LONG

9 BEACH, a municipal corporation (the "City").

10 WHEREAS, the City has received a grant from the U.S. Department of

11 Housing and Urban Development ("HUD") called the "Continuum of Care Program" which

deals with the needs of the homeless; and

WHEREAS, Organization provides one or more of the following: transitional

housing, permanent housing, human or social services to low-income and homeless

residents; and

WHEREAS, as part of the 2013 Continuum of Care Program Grant

17 Agreement ("Grant Agreement"), the City is required to enter into subcontracts with

18 organizations that provide housing and supportive services to the homeless and the City

19 has selected Organization as a sub-recipient of grant funds; and

20 WHEREAS, the City Council has authorized the City Manager to enter into

21 a contract with Organization that provides the grant funding within a maximum amount

22 and program accountability by the City;

23 NOW, THEREFORE, in consideration of the terms and conditions

24 contained herein, the parties agree as follows:

25 Section 1. The above recitals are true and correct and the Grant

26 Agreement is incorporated herein by this reference. Organization shall comply fully with

27 the Grant Agreement.

28 1//
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Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

services, and permanent housing or permanent supportive housing to meet the

long-term needs of the homeless in accordance with the Grant Agreement,

Attachment "A" entitled "Scope of Work", Attachment "B" entitled "Budget",

Attachment "C" entitled "Compliance with Federal Regulations", Attachment "0"

entitled "Office of Management and Budget ("OMB") Circular A-110" as it may be

amended from time to time, Attachment "E" entitled "2 CFR Part 230 - Cost

Principles for Non-Profit Organizations (OMB Circular A-122), as it may be

amended from time to time, Attachment "F" entitled "OMB Circular A-133" as it

may be amended from time to time, Attachment "G" entitled "Health Information in

Compliance with the Health Insurance Portability and Accountability Act of 1996

(HIPAA) and the Health Information Technology for Economic and Clinical Health

Act (HITECH Act) Business Associate Agreement", Attachment "H" entitled

"Certification Regarding Debarment", and Attachment "I" entitled "Certification

Regarding Lobbying", all of which are attached hereto and incorporated by this

reference, and the City of Long Beach Grants Monitoring Guidelines, which have

been provided to Organization and are incorporated by this reference.

B. Organization shall be responsible for adherence to all policies,

procedures, rules and regulations as noted in sources including but not limited to

HUD Continuum of Care NOFA (Notice of Funding Availability), OMB Circulars,

Code of Federal Regulations, United States Codes, City of Long Beach Grants

Monitoring Guidelines, this Contract, the Grant Agreement, the Request for

Proposal ("RFP") and Organization's proposal in response to the RFP. 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 578.

Section 3. The term of this Contract shall commence at midnight on
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October 1, 2014 [8eginning of operational period of the grant], and, unless sooner

terminated as provided herein, shall terminate at 11:59 p.m. on December 31, 2015 [6

months after the end of the operational period].

Section 4.

A. Organization shall affirmatively and aggressively use its best

efforts to seek and obtain all possible outside funding and mainstream resources

available to continue the services identified in this Contract. Further, Organization

shall maintain cash reserves equivalent to three (3) months of funding necessary

to provide services under this Contract.

8. Total disbursements made to Organization under this Contract

by the City shall not exceed One Hundred Forty-Four Thousand Six Hundred

Seventy-Eight Dollars ($144,678) over the term of this Contract. Upon execution

of this Contract, the City shall disburse 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 "8".

C. The City shall pay to Organization the amounts specified in

Attachment "8" for the categories, criteria and rates established in that

Attachment. Organization may, with the prior written approval of the Director of

the City's Department of Health and Human Services, or his designee, make

adjustments within and among the categories of expenditures in Attachment "8"

and modify the performance to be rendered hereunder stated in Attachment "An;

provided, however, that such adjustment(s) shall not cause the amount of the total

budget stated in Attachment "8" to be exceeded.

D. Organization shall prepare monthly invoices and submit them

to the City within fifteen (15) days after the end of the month 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
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within the 15-day period may result in late payment from the City. Submission of

incorrect invoices or inadequate documentation shall result in the suspension of

payment from the City. 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. Each calendar quarter Organization shall, no later than fifteen

(15) days after the end of each quarter, submit to the City copies of cancelled

checks and other documents supporting the charges and required matching funds

in the invoices submitted during the previous quarter.

G. The City closes its fiscal year during the months of August

and September; Organization acknowledges and agrees that the City's payment of

invoices will be slightly slower during that time.

H. No later than thirty (30) days after the completion of the

Operational Year during the term of this Contract, Organization shall submit to the

City a final invoice, backup documentation supporting administrative fees and APR

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, or certified APR within thirty (30) days of the end of

the Operational Year.

I. If the City is unable to draw down funds from HUD for

reimbursement to Organization due to failure of Organization to submit required
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fiscal and programmatic documents within thirty (30) days after the end of the

Operational Year, the City cannot guarantee payment to Organization. The City

will not be obligated to pay Organization for costs incurred unless HUD releases

funds to the City. For this reason, failure of Organization to submit the final invoice

and certified APR within thirty (30) days after the end of the Operational Year may

result in loss of reimbursement of funds.

J. 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 this Contract, as determined by

the City in its sole discretion, after being notified of such breach by the City.

K. 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 the City will terminate all activities of Organization
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under this Contract and pursue appropriate legal action to collect the funds.

Alternatively, to the extent the City has been refusing payment of any invoices, the

City may continue to withhold such funds equal to the amount of improperly used

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

improperly used.

S. 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 the representative.

C. Organization shall comply with HUD's Homeless Management

Information System (HMIS) requirements and ensure full participation in the City's

HMIS. Organizations that provide domestic violence and legal services have been

permitted by HUD to use a comparable database to capture required data

elements that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Five Hundred Thousand Dollars

($500,000) or more in Federal funds in an Operational Year, then Organization

shall submit an audit report to the City in accordance with OMS Circular A-133 no

later than thirty (30) days after receipt of the audit report from Organization's

auditor or no later than nine (9) months after the end of the Operational Year,

whichever is earlier. If Organization spends less than Five Hundred Thousand

Dollars ($500,000) in Federal grant funds in an Operational Year, submission of

the audited financial statement is required.

Section 6.
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A. Organization will maintain the confidentiality of records

pertaining to any individual or family that was provided family violence prevention

or treatment services through the project.

B. The address or location of any family violence project assisted

with grant funds will not be made public, except with written authorization of the

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

consistent with, and do not restrict, the exercise of rights provided by subtitle B of

title VII of the Homeless Emergency Assistance and Rapid Transition to Housing

(HEARTH) Act and other laws relating to the provision of educational and related

services to individuals and families experiencing homelessness.

D. In the case of a project that provides housing or services to

families, Organization will designate a staff person to be responsible for ensuring

that children being served in the program are enrolled in school and connected to

appropriate services in the community, including early childhood programs such as

Head Start, part C of the Individuals with Disabilities Education Act, and programs

authorized under subtitle B of title VII of the Act.

E. Organization, it officers, and employees are not debarred or

suspended from doing business with the Federal Government.

F. Organization will provide information, such as data and

reports, as required by HUD.

Section 7.

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, HIV Status, 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
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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; layoff or termination; rates of

payor 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 8.

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 in this Contract. Organization expressly warrants that it will

not, at any time, hold itself out or represent that Organization or any of its agents,

volunteers, subscribers, members, officers or employees are in any manner

officials, employees or agents of the City. Organization shall not have any

authority to bind the City for any purpose.

B. Organization acknowledges and agrees that (a) the City will

not withhold taxes of any kind from Organization's compensation, (b) the City will

not secure workers' compensation or pay unemployment insurance to, for or on

Organization's behalf, and (c) the City will not provide, and Organization and

Organization's employees are not entitled to any of the usual and customary

rights, benefits or privileges of City employees.

Section 9. 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 therein or any portion thereof, without the prior
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written consent of the City. Any attempted assignment or delegation shall be void, and

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

assignment or delegation.

Section 10. 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 the Claim to Organization, and

shall assist Organization, as may be reasonably requested, in such defense.

Section 11.

A. Organization shall procure and maintain at Organization's

expense (which expense may be submitted to the City for reimbursement from

grant funds allocated to Organization if itemized on Attachment "B") for the

duration of this Contract the following insurance and bond against claims for

injuries to persons or damage to property that may arise from or in connection with

the performance of this Contract by Organization, its agents, representatives,

employees, volunteers or subcontractors.

(1) Commercial general liability insurance (equivalent in

scope to ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less
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than One Million Dollars ($1,000,000) per occurrence and Two Million

Dollars ($2,000,000) general aggregate. Such coverage shall include but

not be limited to broad form contractual liability, cross-liability, independent

contractors liability, and products and completed operations liability. The

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

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

endorsement form or on an endorsement 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 Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

(3) Employer's liability insurance in an amount not less than

One Million Dollars ($1,000,000) per claim.

(4) Professional liability or errors and omissions insurance in

an amount not less than One Million Dollars ($1,000,000) per claim.

(5) Commercial automobile liability insurance (equivalent in

scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto) in

an amount not less than Five Hundred Thousand Dollars ($500,000)

combined single limit per accident.

(6) Blanket Honesty Bond in an amount equal to at least fifty

percent (50%) of the total amount to be disbursed to Organization

hereunder or Twenty-Five Thousand Dollars ($25,000), whichever is less, to

safeguard the proper handling of funds by employees, agents or

representatives of Organization who sign as the maker of checks or drafts

or in any manner authorize the disbursement or expenditure of said funds.

If delivering services to minors, seniors, or persons with disabilities,

Organization's Commercial General Liability insurance shall not exclude coverage
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for abuse and molestation. If Organization is unable to provide abuse and

molestation coverage, it can request a waiver of this coverage from the City. The

City's Risk Manager will consider waiving the requirement if Organization can

demonstrate to the satisfaction of the City's Risk Manager that Organization has no

exposure, that the coverage is unavailable, or that the coverage is unaffordable. If

a request for a waiver is desired, Organization must submit a signed document on

Organization's letterhead to the Director of the City's Department of Health and

Human Services, who will forward it to the City's Risk Manager, providing reasons

why the insurance coverage should be waived. Waivers will be considered on a

case by case basis.

B. Any self-insurance program, self-insured retention, or

deductible must be separately approved in writing by the City's Risk Manager or

his/her designee and shall protect the City, its Boards and Commission, and their

officials, employees and agents in the same manner and to the same extent as

they would have been protected had the policy or policies not contained retention

or deductible provisions. Each insurance policy shall be endorsed to state that

coverage shall not be reduced, non-renewed, or canceled except after thirty (30)

days prior written notice to the City, and shall be primary and not contributing to

any other insurance or self-insurance maintained by the City. Organization shall

notify the City in writing within five (5) days after any insurance required herein has

been voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the City's Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,

Organization shall deliver to the City certificates of insurance and required

28 endorsements for approval as to sufficiency and form. The certificate and
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endorsements for each insurance policy shall contain the original signature of a

person authorized by that insurer to bind coverage on its behalf. In addition,

Organization, shall, within thirty (30) days prior to expiration of this insurance,

furnish to the City certificates of insurance and endorsements evidencing renewal

of the insurance. The City reserves the right to require complete certified copies of

all policies of Organization and Organization's contractors and subcontractors, at

any time. Organization shall make available to the City's Risk Manager or his/her

designee during normal business hours all books, records and other information

relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

shall only be made with the approval of the City's Risk Manager or his/her

designee. Not more frequently than once a year, the City's Risk Manager or

his/her designee may require that Organization, Organization's contractors and

subcontractors change the amount, scope or types of coverages if, in his or her

sole opinion, the amount, scope, or types of coverages herein are not adequate.

F. The procuring or existence of insurance shall not be

construed or deemed as a limitation on liability relating to Organization's

performance or as full performance of or compliance with the indemnification

provisions of this Contract.

Section 12.

A. Organization certifies that, if grant funds are used for

renovation or conversion of the building for which the grant funds will be used,

then the building must be maintained as a shelter for or provide supportive

services to homeless individuals for not less than ten (10) years nor more than

fifteen (15) years according to a written determination delivered to Organization by

the City, and such determination shall state when the applicable period of time

shall commence and terminate in accordance with 24 CFR Part 578.81.

B. Organization certifies that the building for which the grant
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funds will be used for supportive services, assessment and/or homeless

prevention services shall be maintained as a shelter or provider of programs for

homeless individuals during the term of this Contract.

C. 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.

D. Organization shall not commence services until the City's

Development Services has completed an environmental review under 24 CFR Part

50, and Organization shall not commence such services until the City informs

Organization of the completion and conditions of said environmental review.

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

HUD and as required in this Contract and applicable laws and regulations.

F. In addition to, and not in substitution for, other terms of this

Contract regarding the provision of services or the payment of operating costs for

supportive services only or housing pursuant to 24 CFR Part 578, and except as

described in Section 11.G below, 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 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 and will

not limit such services or give preference to persons on the basis of

religion;

13
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(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) In 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, contain

sectarian religious symbols or decorations.

G. Organizations that are religious or faith-based are eligible, on

the same basis as any other organization, to participate in the Continuum of Care

Homeless Assistance program. However, an organization that participates in a

HUD funded program shall comply with the following provisions if it is deemed to

be a religious or faith-based organization.

(1) Organization may not engage in inherently religious

activities, such as worship, religious instruction, or proselytization, as part of

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

offered separately, in time or location, from the programs or services funded

under this Contract, and participation must be voluntary for the beneficiaries

of the HUD funded programs or services.

(2) A religious or faith-based organization will retain its

independence from Federal, State, and local governments, and may

continue to carry out its mission, including the definition, practice, and

expression of its religious beliefs, provided that it does not use direct HUD

funds to support any inherently religious activities, such as worship,

religious instruction, or proselytization.

A religious or faith-based organization may use space in their

facilities to provide HUD funded services, without removing religious art,
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icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority

over its internal governance, and it may retain religious terms in its

organization's name, select its board members on a religious basis, and

include religious references in its organization's mission statements and

other governing documents.

(3) A religious or faith-based organization shall not, in

providing program assistance, discriminate against a program beneficiary or

prospective program beneficiary on the basis of religion or religious belief.

(4) HUD funds may not be used for the acquisition,

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

HUD funds may be used for the acquisition, construction, or

rehabilitation of structures only to the extent that those structures are used

for conducting eligible activities under this Section. Where a structure is

used for both eligible and inherently religious activities, HUD funds may not

exceed the cost of those portions of the acquisition, construction, or

rehabilitation that are attributable to eligible activities in accordance with the

cost accounting requirements applicable to HUD funds herein. Sanctuaries,

chapels, or other rooms that a HUD funded religious congregation uses as

its principal place of worship, however, are ineligible for HUD funded

improvements. Disposition of real property after the term of the grant, or

any change in use of the property during the term of the grant, is subject to

government-wide regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or

families with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

15
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1

2
3

4

5 Organization certifies that it will comply with all documents,

treatment, counseling, supervision and other services essential for

achieving independent living; and

(2) Other Federal, State, and local private assistance

available for such individuals, including mainstream resources.
I.

6 policies, procedures, rules, regulations and codes identified in Sections 2 and 11

7 of this Contract and such other requirements as from time to time may be

8 promulgated by HUD.

9 J. Organization shall execute a Certification Regarding

10 Debarment in the form shown on Attachment "H".

11 K. Organization shall execute a Certification Regarding Lobbying

in the form shown on Attachment "I".

18

19

20
21

22
23
24

25
26

27
28

Section 13. 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 14. 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 Organization's budget, requests

for changes to Organization's application for grant funds and requests for changes to

Organization's Technical Submission.

Section 15. All notices given hereunder this Contract shall be in writing

16
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and personally delivered or deposited in the U.S. Postal Service, certified mail, return

receipt requested, to the City at 2525 Grand Avenue, Long Beach, California 90815 Attn:

Homeless Services Officer, and to Organization at the address first stated above. Notice

shall be deemed given on the date personal delivery is made or the date shown on the

return receipt, whichever is earlier. Notice of change of address shall be given in the

same manner as stated for other notices.

Section 16. 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

his/her designee in connection with this Contract shall be final.

Section 17. Organization shall have the right to terminate this Contract at

any time for any reason by giving ninety (90) 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 18. This Contract, including all exhibits and attachments hereto,

constitutes the entire understanding of the parties and supersedes all other agreements,

oral or written, with respect to the subject matter herein.

Section 19. 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 20. 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 21. 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 22. In the event of any conflict or ambiguity between this Contract
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and one or more attachments, the provisions of this Contract shall govern.

IN WITNESS WHEREOF, the parties have signed this document with all

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

This Contract is approved as to form on

____ /tJ....!...,0_'8--. , 2014

___ l-"'D....•...I---"-o......;.,G-+t __ , 2014

ARW:bg A14-01660
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CITY OF LONG BEACH, a municipal
corporation
B ~nt City Mana er
y~. )(£CU11'f) PURSUANT

: City Manager TO SECTION 301 OF
THE CITY CHARTER.

"City" ~ 0__ ,2014.

By ""-"'~..::::p..i'Wf--H- ---------
Deputy
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Attachment "A"



City of Long Beach
2013 Continuum of Care (CoC) Program

Scope of Work
Domestic

Agency: 1736 Family Crisis Center Program name: Violence II

HUD Grant: CA0628U9D061306 CLB Contract: PENDING

Program Objective: 1736 Family Crisis Center is a project based Transitional Shelter for Domestic
Violence with 13 beds of confidential shelter and comprehensive supportive services for battered
women and their children (ages birth through 17). Services include shelter, food and clothing;
individual/group/family counseling; comprehensive case management and referrals; life skills training;
iob development activities; parenting training; nutritional education; school enrollment assistance;
children's program; legal assistance; household establishment assistance; and other comprehensive
ancillary services as needed on a case by case basis. Program's main goal is to ensure the safety and
success of domestic violence victims and their children by providing them with the resources necessary
to stabilize their lives and achieve long-term sufficiency. Program participants access homeless
services through the 24 hour crisis hotlines, hospital/emergency rooms, other community-based service
providers and government agencies.

Additional HEARTH Act and Long Beach Continuum of Care (CoC) Compliance Requirements

The agency will participate in the Long Beach CoC Centralized and Coordinated Assessment System
through the Multi-Service Center which coordinates intake, assessment, and provision of referral
services. The agency will fill vacancies within 7 working days.

Outcomes/Performance Measures

Universe # Taraet# Target %

Persons exiting to permanent housing
1 (subsidized or unsubsidized) during the 14 11 79%

operating year.

Persons age 18 and older who increased their
2 total income (from all sources) as of the end 6 4 67%

of the operating year or program exit.

The % of persons (adults and children) who

3
exited the transitional housing program during

14 12 86%
the operating year with a stay of 365 days (1-
year) or less.

Note: Universe number reflects project participant chart PIT

AIT ACHMENT _ •••"d: ....•
PAGE •••••1..._.. OF ••••••J..•.. PAGES



Attachment "8"



---
---
---
-...-
---

t
e

h
t

*
i+
i'i
W
'O
Tt
t't

dr
W
Df
C

t1
W
i

'W
H

-y
t""
~"

S
~-
6d
t'

C
IT
Y

O
F

LO
N
G

B
E
A
C
H

20
13

C
on
tin
uu
m

of
C
ar
e

(C
oC

)
P
ro
gr
am

P
ro
je
ct

B
ud
ge
t

fo
r
17
36

Fa
m
ily

C
ris
is

C
en
te
r

P
ro
je
ct

N
am

e:
D
om

es
tic

V
io
le
nc
e

II
H
U
D

C
on
tra
ct

#
C
A
06
28
U
9D

06
13
06

C
ity

C
on
tra
ct

#
P
E
N
D
IN
G

O
pe
ra
tio
na
l

P
er
io
d

fro
m

10
/0
1/
20
14

to
06
/3
0/
20
15
19

m
on
th
s

2.
LS

-
R
es
id
en
t
C
as
e
M
an
ag
er

-
0.
75

FT
E

19
,8
74

O
ve
rs
ee
s
al
lc
lie
nt

ac
tiv
iti
es

in
th
e
sh
el
te
r,

pe
rfo
rm

in
ta
ke
s,

pr
ov
id
es

ad
vo
ca
cy

se
rv
ic
es

to
cl
ie
nt
s,

co
nd
uc
ts

co
un
se
lin
g,

lif
e

sk
ill
s
tra
in
in
g,

pa
re
nt
in
g
ed
uc
at
io
n

an
d
re
vi
ew

s
sh
el
te
r
m
ai
nt
en
an
ce

ne
ed
s.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

be
ne
frt
s.

P
ro
vi
de
s
ca
se

m
an
ag
em

en
t
se
rv
ic
es
,
as
se
ss
m
en
t,

fo
llo
w
-u
p,

jo
b
de
ve
lo
pm

en
t
an
d
re
la
te
d
ne
ed
s.

A
ss
is
t
in
de
ve
lo
pi
ng

an
d

im
pl
em

en
tin
g

ap
pr
op
ria
te

tre
at
m
en
t
pl
an
s.

R
ev
ie
w
s
as
si
qn
ed

ca
se
s
in
al
la

sp
ec
ts

an
d
ac
co
m
pa
ni
es

cl
ie
nt
s
to

co
ur
ts

or
so
ci
al

se
rv
ic
e

pr
ov
id
er
s.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

be
ne
frt
s.

!3
.C

M
-
C
as
e
M
an
ag
er

-
0.
35

FT
E

12
,4
61

P
ro
vi
de
s
in
di
vi
du
al
,
gr
ou
p
an
d
fa
m
ily

co
un
se
lin
g

fo
r
sh
el
te
r
cl
ie
nt
s.

D
ev
el
op
s
tre
at
m
en
t
pl
an
s.

P
ro
vi
de
s
cl
ie
nt

cr
is
is

in
te
rv
en
tio
n

an
d
pe
rfo
rm
s
ou
tre
ac
h

du
rti
es

as
ne
ed
ed
.
P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e
be
ne
fit
s.

4.
M
H
S
-
C
ou
ns
el
or

-0
.4
0
FT

E
17
,6
90

7,
67
9

E
ns
ur
es

cl
ie
nt

ad
he
ra
nc
e

to
ho
us
e
ru
le
s,

he
lp
s
cl
ie
nt

ro
om

as
si
gn
m
en
t.

A
ns
w
er
s
cl
ie
nt

ho
tli
ne
/c
ris
is

in
te
rv
en
tio
n

ca
lls
.

R
es
po
ns
ib
le

fo
r
m
on
ito
rin
g

ho
us
e
in
ve
nt
or
y
an
d
as
si
st
s
w
ith

th
er
ap
eu
tic

re
cr
ea
tio
n/
ar
t
ac
tiv
iti
es
.
P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

be
ne
frt
s.

5.
LS

-
H
ou
se

M
an
ag
er

-0
.2
5
FT

E

A
ss
is
ts

w
ith

su
pe
rv
is
io
n

of
th
e
sh
el
te
rs

pr
og
ra
m
,
in
cl
ud
in
g

re
si
de
nt
ia
l
an
d
no
n-
re
si
de
nt
ia
l
se
rv
ic
es
.
P
ro
vi
de
s
di
re
ct

cl
ie
nt

su
pp
or
t,
su
pe
rv
is
io
n

an
d
gu
id
an
ce
,
co
or
di
na
te
s

w
ith

ot
he
r
sh
el
te
rs

st
af
f,
en
su
re
s
co
m
pl
ia
nc
e

w
ith

pr
og
ra
m
m
at
ic

co
nt
ra
ct
ua
l

ob
lig
at
io
ns

an
d
pa
rti
ci
pa
te
s

in
pr
og
ra
m

de
ve
lo
pm

en
t.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e
be
ne
frt
s.

6.
C
M

-A
ss
is
ta
nt

P
ro
gr
am

D
ire
ct
or

-
0.
25

FT
E

12
,6
97

S
ol
ic
its

do
na
tio
ns

of
in
-k
in
d
go
od
s
fo
r
cl
ie
nt

us
e,

so
lic
its

vo
lu
nt
ee
r
co
nt
rib
ut
io
ns
,
co
or
di
na
te
s

w
ith

ot
he
r
st
af
f
to

en
su
re

pr
op
er

pl
ac
em

en
t
an
d
ov
er
si
gh
t
of

vo
lu
nt
ee
rs

an
d
ot
he
r
ge
ne
ra
te
d

re
so
ur
ce
s.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

be
ne
frt
s.

7.
O
S
-
R
es
ou
rc
e
D
ev
el
op
er

-
0.
40

FT
E

20
,3
36

8.
C
M

-
A
ss
is
ta
nt

P
ro
gr
am

C
oo
rd
in
at
or

-
0.
30

FT
E

12
,5
94

A
ss
is
ts

P
ro
gr
am

C
oo
rd
in
at
or

in
m
an
ag
in
g

sh
et
te
r
ac
tiv
iti
es
,
re
vi
ew

in
g

ca
se
s,

en
su
re

qu
al
ity

an
d
tim

el
in
es
s

of
se
rv
ic
e
de
liv
er
y;

pr
ov
id
es

cl
ie
nt

co
un
se
lin
g,

ca
se

m
an
ag
em

en
t,

ad
vo
ca
cy
,
cr
is
is

in
te
rv
en
tio
n,

cl
ie
nt

in
ta
ke

an
d
ex
its
;
re
co
rd

ke
ep
in
g;

en
su
re
s

ad
he
re
nc
e

to
po
lic
ie
s
an
d
pr
oc
ed
ur
es
,
m
ak
es

re
co
m
m
en
da
tio
ns

fo
r
se
rv
ic
e
de
liv
er
y.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

be
ne
frt
s.

To
ta
l
P
ro
gr
am

B
ud
ge
t
fo
r
S
up
po
rti
ve

S
er
vi
ce
s

9.
Fo
od

5,
16
8

Fo
r
pa
ym

en
t
of

cl
ie
nt

fo
od
.

To
ta
l
S
up
po
rti
ve

S
er
vi
ce
s

(A
ct
iv
iti
es

R
eq
ue
st
)

A
llo
w
ab
le

fo
r
R
ei
m
bu
rs
em

en
t

80
%
.

TO
TA

L
S
U
P
P
O
R
TI
V
E

S
E
R
V
IC
E
S

12
0,
63
7

TO
TA

L
S
up
po
rti
ve

S
er
vi
ce
s

(A
ct
iv
iti
es

R
eq
ue
st
)

96
,5
09

1.
M
R
-
Fa
ci
lit
y
an
d
E
qu
ip
m
en
t
m
ai
nt
en
an
ce

1,
26
6

M
ai
nt
ai
n
an
d
re
pa
ir
th
e
fa
ci
lit
y
an
d
its

co
nt
en
ts

(e
.g
.
cl
ea
ni
ng
,
m
in
or

re
pa
irs
,
al
ar
m

sy
st
em

,
et
c.
).
Th
e
co
st
s
ch
ar
ge
d

ar
e
no
t

co
ve
re
d

by
th
e
la
nd
lo
rd
.
Fo
r
pa
ym

en
t
of

al
ar
m

m
ai
nt
en
an
ce

an
d
co
pi
er
.

O
P
E
R
A
TI
O
N
S

2.
M
R
-
O
ffi
ce

E
xp
en
se

~
I

1
13.
M
R
-
S
he
tte
r
N
ee
ds

1
2,
21
4

I::
'ia
ym

en
t

of
sh
el
te
r
ne
ed
s
(p
ar
tic
ip
an
t
ne
ed
s,

em
er
ge
nc
y

su
pp
lie
s,

to
ile
tri
es
,
di
ap
er
s,

sc
ho
ol

su
pp
lie
s,

cl
ie
nt

tra
ns
po
rta
tio
n,

~ ~ ! 1- :

1,
58
1

Fo
r
pa
ym

en
t
of

of
fic
e
su
pp
lie
s
(p
ap
er
,
w
rit
in
g

in
st
ru
m
en
ts
,
fil
e
fo
ld
er
s,

cl
ie
nt

no
te
bo
ok
s,

po
st
ag
e,

pr
in
tin
g,

et
c.
)

~
4.

P
TI

-
Li
ab
im
y
In
su
ra
nc
e

1,
05
5

Fo
r
pu
rc
ha
se

of
in
su
ra
nc
e

(L
ia
bi
lit
y
an
d
C
om

m
er
ci
al
).

::
t

5
B
S
-
R

id
tC

M
-
0
50

FT
E

13
29
1

O
ve
rs
ee
s
al
lc
lie
nt

ac
tiv
iti
es

in
th
e
sh
el
te
r,

pe
rfo
rm

in
ta
ke
s,

pr
ov
id
es

ad
vo
ca
cy

se
rv
ic
es

to
C
lie
nt
s,
co
nd
uc
ts

co
un
se
lin
g,

lif
e

~
.

eS
I
en

as
e

an
ag
er

.
,

sk
ill
s
tra
in
in
g,

pa
re
nt
in
g

ed
uc
at
io
n

an
d
re
vi
ew

s
sh
el
te
r
m
ai
nt
en
an
ce

ne
ed
s.

P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e
be
ne
frt
s.

m
E
ns
ur
es

cl
ie
nt

ad
he
ra
nc
e

to
ho
us
e
ru
le
s,

he
lp
s
cl
ie
nt

ro
om

aS
S
ig
nm

en
t.
A
ns
w
er
s
cl
ie
nt

ho
tli
ne
/c
ris
is

in
te
rv
en
tio
n

ca
lls
.

Z
6.

B
S
-
H
ou
se

M
an
ag
er

-
0.
20

FT
E

6,
14
3

R
es
po
ns
ib
le

fo
r
m
on
ito
rin
g

ho
us
e
in
ve
nt
or
y
an
d
as
si
st
s
w
ith

th
er
pe
ut
ic

re
cr
ea
tio
n/
ar
t
ac
tiv
iti
es
.
P
ay
m
en
t
fo
r
S
al
ar
y
+
fri
ng
e

•
-I

be
ne
frt
s.

·
.

i!
7.

E
G
W

-
U
til
iti
es

1,
32
9

P
ay
m
en
t
of

ut
ili
tie
s.

It
--
;

W
8.

E
G
W

-
Te
le
ph
on
e

1,
43
5

Fo
r
pa
ym

en
t
of

po
rti
on
s
of

la
nd

lin
e
an
d
ce
llp
ho
ne
s

ex
pe
ns
es

fo
r
cl
ie
nt

ca
re

an
d
jo
b
se
ar
ch
.

I
·

i
~

9.
E
G
W

-
S
ta
ff
tra
ve
l
an
d
pa
rk
in
g

31
7

Fo
r
pa
ym

en
t
of

st
af
f
m
ile
ag
e

co
nd
uc
tin
g

ca
se

m
an
ag
em

en
t,

co
un
se
lin
g,

et
c
.

.,. >:
~

10
.F

um
itu
re

2,
33
4

Fu
nd
s
w
ill
be

us
ed

to
re
pl
ac
e
ol
d
or

br
ok
en

fu
m
itu
re
s

an
d
ap
pl
ia
nc
es
.

~:
\

11
.E

qu
ip
m
en
t

1,
16
0

Fu
nd
s
w
ill
be

us
ed

fo
r
pa
ym

en
t
of

le
as
e
(c
op
ie
r
m
ac
hi
ne
,
fa
x
m
ac
hi
ne
,
co
m
pu
te
r
se
rv
er
,
et
c.
)
an
d
ot
he
r
eq
ui
pm

en
t.

IT
O
TA

L
O
P
E
R
A
TI
O
N
S

I
32
,1
23

ITo
ta
l
P
ro
gr
am

B
ud
ge
t
fo
r
O
pe
ra
tio
ns

~

TO
TA

L
O
pe
ra
tio
ns

(A
ct
iv
iti
es

R
eq
ue
st
)

I
25
,6
99

ITo
ta
l
O
pe
ra
tio
ns

(A
ct
iv
iti
es

R
eq
ue
st
)

A
llo
w
ab
le

fo
r
R
ei
m
bu
rs
em

en
t

80
%
.

IA
G
E
N
C
Y

M
A
TC

H
(C
A
S
H

or
IN
-K
IN
D
)

IA
dm

in
is
tra
tio
n

(3
%
)

I
4,
19
9

IFo
r
ad
m
in
is
tra
tio
n

of
gr
an
t
(3
%
=$
4,
19
9;

C
ity

of
Lo
ng

B
ea
ch

4%
=$
5,
59
9)

31
,6
02

S
ub
re
cl
pl
en
ts

re
qu
ire
d

m
at
ch

(C
as
h

or
In
-K
in
d)

ex
ce
pt

Le
as
in
g.

To
ta
l
A
ct
iv
iti
es

pl
us

A
dm

in
m
in
us

Le
as
in
g

x
25
%
.



Attachment "C"



This page intentionally left blank.

.s



FEDERAL REGISTER
Vol. 77

No. 147

Tuesday,

July 31, 2012

Part II

Department of Housing and Urban
Development
24 CFR Part 578
Homeless Emergency Assistance and Rapid Transition to Housing:
Continuum of Care Program; Interim Final Rule

ATTACHMENT ••••••f:....~.~..
PAGE ••••t.....OF •••••!·H.. PAGES



45422 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

DEPARTMENTOF HOUSING AND
URBAN DEVELOPMENT

24 CFR Pari 578
[Docket No. FR-5476-1-01]

RIN 2506-AC29

Homeless Emergency Assistance and
Rapid Transition to Housing:
Continuum of Care Program
AGENCY: Office of the Assistant
Secretary for Community Planning and
Development. HUD.
ACTION: Interim rule.

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct).
enacted into law on May 20. 2009,
.consolidates three of the separate
homeless assistance programs
administered by Hun under the
McKinney-Vento Homeless Assistance
Act into a single grant program. and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part of Hun's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs HUDto promulgate regulations
for these new programs and processes.
This interim rule focuses on

regulatory implementation of the
Continuum of Careprogram. including
the Continuum of Care planning
process. The existing homeless
assistance programs that comprise the
Continuum of Care program are the
following: the Supportive Housing
program, the Shelter Plus Care program.
and the Moderate Rehabilitation/Single
Room Occupancy (SRO)program. This
rule establishes the regulations for the
Continuum of Care program. and.
through the establishment of such
regulations. the funding made available
for the Continuum of Care program in
the statute appropriating Fiscal Year
(FY)2012 funding for HUDcan more
quickly be disbursed, consistent with
the HEARTHAct requirements. and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 30. 2012.

Comment Due Date.October 1. 2012.
ADDRESSES: Interested persons are
invited to submit comments regarding
this rule to the Regulations Division,
Office of General Counsel. 451 7th
Street SW.•Room 10276. Department of
Housing and Urban Development.
Washington, DC20410-0500.
Communications must refer to the abuve

docket number and title. There are two
methods for submitting public
comments. All submissions must refer
to the above docket number and title.
t. Submission of Comments by Mail.

Comments may be submitted by mail to
the Regulations Division. Office of
General Counsel, Department of
Housing and Urban Development, 451
7th Street SW., Room 10276.
Washington, DC 20410-0500.

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. HUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment. ensures timely
receipt by HUD. and enables Hun to
make them immediately available to the
public. Comments submitted
electronically through the
www.regulations.govWeb site can be
viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.
Nota:Toreceiveconsiderationas public

comments.commentsmustbe submitted
throughoneof the twomethodsspecified
above.Again,all submissionsmust referto
the docketnumberend title of the rule.

No Facsimile Comments. Facsimile
(FAX)comments are not acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HUDwill be available for
public inspection and copying between
8 a.m, and 5 p.m, weekdays at the above
address. Due to security measures at the
HUDHeadquarters building. an advance
appointment to review the public
comments must be scheduled by calling
the Regulations Division at 202-708-
3055 (this is not a toll-free number).
Individuals with speech or hearing
impairments may access this number
through TTYby calling the Federal
Relay Service at 80o-B77-8339. Copies
of all comments submitted are available
for inspection and downloading at
www.regulations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director. Office of Special
Needs Assistance Programs. Office of
Community Planning and Development,
Department of Housing and Urben
Development. 451 7th Street SW.•
Washington. DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTYby calling the
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Federal Relay Service at 80o-B77-8339
(this is a toll-free number).
SUPPLEMENTARY INFORMATION:

Executive Summary
Purpose of and Legal Authority for This
Interim Rule
This interim rule implements the

Continuum of Care program authorized
by the Homeless Emergency Assistance
and Rapid Transition to Housing Act of
2009 (HEARTHAct). Section 1504 of
the HEARTHAct directs HUD to
establish regulations for this program.
(See 42 U.S.C. 11301.) The purpose of
the Continuum of Care program is to
promote communltywide commitment
to the goal of ending homelessness;
provide funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
caused to homeless individuals.
families. and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
The HEARTHAct streamlines HUD's

homeless grant programs by
consolidating the Supportive Housing.
Shelter Plus Care. and Single Room
Occupancy grant programs into one
grant program: The Continuum of Care
program. Local oontinuums of care,
which are community-based homeless
as~istance program planning networks.
will apply for Continuum of Care grants.
By consolidating homeless assistance
grant programs and creating the
Continuum of Care planning process.
the HEARTHAct intended to increase
the efficiency and effectiveness of
coordinated. community-based systems
that provide housing and services to the
homeless. Through this interim final
rule. HUDwill implement the
Continuum of Care program by
establishing the framework for
establishing a local continuum of care
and the process for applying for
Continuum of Cere grants.
Summary of Major Provisions
The major provisions of this

rulemaking relate to how to establish
and operate a Continuum of Care. how
to apply for funds under the program.
and how to use the funds for projects
approved by HUD. These provisions are
summarized below.

1. General Provisions (Subpart A):
The Continuum of Care program
includes transitional housing.
permanent supportive housing for
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disabled persons, permanent housing,
supportive services, and Homeless
Management Information Systems
(HMIS).To implement the program,
HUDhad to define several key terms. In
particular, HUD distinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A
"Continuum of Care" is a geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives corne from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
"Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUD on
behalf of the Continuum that the
collaborative applicant represents.
.2. Establishing and Operating a
Continuum o/Care (Subpart B): In order
to be eligible for funds under the
Continuum of Care program,
representatives from relevant
organizations within n geographic area
must establish a Continuum of Care.
The three major duties of a Continuum
of Care are to: (1) Operate the
Continuum of Care, (2) designate an
HMIS for the Continuum of Care, and
(3) plan for the Continuum ofCaro. HUD
has delineated certain operational
requirements of each Continuum to help
measure a Continuum's overall
performance at reducing homelessness,
in addition to tracking of performance
on a project-by-project basis. In
addition, each Continuum is responsible
for establishing and operating a
centralized or coordinated assessment
system that will provide 8
comprehensive assessment of the needs
of individuals and families for housing
and services. HUDhas also defined the
minimum planning requirements for a
Continuum so that it coordinates and
implements a system that meets the
needs of the homeless population
within its geographic area. Continuums
are also responsible for preparing and
overseeing an application for funds.
Continuums will have to establish the
funding priorities for its geographic area
when submitting an application.
3. Application and ~rant Award .

Process (Subpart C):The Continuum of
Care grant award process begins with a
determination of a Continuum's
maximum award amount. As directed

by statute, HUDhas developed a
formula for determining award amounts
that includes the following factors: A
Continuum's Preliminary Pro Rata Need
(PPRN)amount; renewal demand; any
additional increases in amounts for
leasing, rental assistance, and operating
costs based on Fair Market Rents,
planning and Unified Funding Agency
cost funds, and amounts available for
bonus dollars. HUD has established
selection r;:riteriafor determining which
applications will receive funding under
the Continuum of Care program.
Recipients awarded Continuum of Care
funds must satisfy several conditions
prior to executing their grant
agreements. All grants submitted for
renewal must also submit an annual
performance report. For those
applicants not awarded funding, the
process also provides an appeals
process.
4. Program Components and Eligible

Costs (Subpart D):Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some limited cases, homelessness
prevention. The rule further clarifies
how the following activities are
considored eligible costs under the
Continuum of Core program: Continuum
of Care planning activities, Unified
Funding 4gency costs, acquisition,
rehabilitation, new construction,
leasing, rental assistance, supportive
services, operating costs; HMIS, project
administrative costs, relocation costs,
and Indirect costs.
5. High-Performing Communities

(Subpart E}:HUDwill annually, subject
to the availability of appropriate data,
select those Continuums of Care that
best meet application requirements to be
designated a high-performing
community (HPC).An HPC may use
grant funds to provide housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance to individuals and families at
risk of homelessness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of homelessness.
6. Program Requirements (Subpart F):

All recipients of Continuum of Care
funding must comply with the program
regulations and the requirements of the
Notice of Funding Availability that HUD
will issue each year. Notably, the
HEARTHAct requiros that all eligible
funding costs, except leasing, must be
matchedwith no less than 25 percent
cash or In-kind match by the
Continuum. Other program
requirements ofrecipients include:
Abiding by houslng quality standards
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and suitable dwelling size, assessing
supportive services on an ongoing basis,
initiating and completing approved
activities and projects within certain
timelines, and providing a formal
process for termination of assistance to
participants who violate program
requirements or conditions of
occupancy.
'I. Grant Administration (Subpart G):

To effectively administer the grants,
HOD will provide technical assistance
to those who apply for Continuum of
Care funds, as well as those who are
selected for Continuum of Care funds.
After having been selected for funding,
grant recipients must satisfy certain
recordkeeping requirements so that
HUD can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded, HOD has
established a separate amendment
procedure. As appropriate, HOD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs

This interim rule is intended to help
respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessnsss Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. HUD serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the HEARTHAct (i.e., Sheltor Plus Care,
Supportive Housing Program, Single
Room Occupancy). The changes
initiated by this interim rule will
encourage Continuums of Care to
establish formal policies and review
procedures, including evaluation of the
effectiveness of their projects, by
emphasizing performance measurement
and developing performance targets for
homeless populations. HUD is confident
that this systematic review by
Continuums of Care will lead to better
use of limited resources and more
efficient service models, with the end
result of preventing and ending
homelessness.

The Consolidated and Further
Continuing Appropriations Act, 2012
(Pub. L. 112-55) appropriated
$1,593,000,000 for the Continuum of
Care and Rural Housing Stability
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Assistance programs. Upon publication
of this rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. 8ackground-HEARTIl Ad
OnMay 20, 2009, the President

signed into law" An Act to Prevent
Mortgage Foreclosures and Enhance
MortgageCredit Availability," which
became Public Law 111-22. This law
implements a variety of measures
directed toward keeping individuals
and families from losing their homes.
Division B of this law is the HEARTH
Act, which consolidates and amends
three separate homeless assistance
programs carried,out under title IV of
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11371 at seq.)
(McKinney-VentoAct) into a single
grant program that is designed to
improve administrative efficiency and
enhance response coordination and
effectiveness in addressing the needs of
homeless persons. The HEARTHAct
codifies in law and enhances the
Continuum of Care planning process,
the coordinated response to addressing
the needs of the homeless, which was
established administratively by BUD in
1995. The single Continuum of Care
program established by the HEARTH
Act consolidates the following
programs: The Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy program. The
Emergency Shelter Grants program is
renamed the Emergency Solutions
Grants program and is revised to
broaden existing emergency shelter and
homelessness prevention activities and
to add short- and medium-term rental
assistance and services to rapidly
rehouse homeless people. The HEARTH
Act also creates the Rural Housing
Stability program to replace the Rural
Homelessness Grant program.
HUDcommenced tbe process to

implement the HEARTHAct with
rulemaking that focused on the
definition of "homeless." HUD
published a proposed rule, entitled
"Defining Homeless" on April 20, 2010
(75FR 20541), which was followed by
a final rule that was published on ,
December 5, 2011 (76FR 75994). The
Defining Homeless rule clarified and
elaborated upon the new McKinney-
Vento Act definitions for "homeless"
and "homeless individual with a
disability." In addition, the Defining
Homeless rule included recordkeeping
requirements related to the "homeless"
definition. On December 6, 2011, BUD
also published an interim rule for the
Emergency Solutions Grants program
(76 FR 75954). This interim rule

established the program requirements n.Overview of Interim Rule
for the Emergency Solutions Grants As amended by the HEARTH Act,
program and contained corresponding Subpart C of the McKinney-Vento
amendments to the Consolidated Plan Homeless Assistance Act establishes the
regulations. On December 9, 2011, Hun Continuum ofGare program. The
continued the process to Implement the purpose of the program is to promote
HEARTHAct, with the publication of communitywide commitment to the
the proposed rule titled "Homeless goal of ending hornelessness; provide
Management Information Systems funding for efforts by nonprofit
Requirements" (76 FR 76917), which providers, and State and local ,
provides for uniform technical governments to quickly rehouse
requirements for Homeless Management homeless individuals and families while
Information Systems (HMIS), for proper minimizing the trauma and dislocation
data collection and maintenance of the caused to homeless individuals,
database, and ensures the families, and communities by
confidentiality of the information in the homelessness; promote access to and
database. Today's publication of the effective utilization of mainstream
interim rule for the Continuum of Care programs by homeless Individuals and
program continues HUD's families; and optimize self-sufficiency
implementation of the HEARTHAct. among Individuals and families

I experiencing homelessness.
This ru e establishes the regulatory This interim rule establishes the

framework for the Continuum of Care Continuum of Care as the planning body
program and the Continuum of Care responsible for meeting the goals of the
planning process, including Continuum of Care program.
requirements applicable to the Additionally, in order to meet the
establishment of a Continuum of Care. purpose of the HEARTH Act,
Prior to the amendment of the established In section 1002(b), and the
McKinney-Vento Act by the HEARTH goals of "Opening Doors: Federal
Act, Hun's competitively awarded Strategic Plan to Prevent and End
homeless assistance grant funds were Homelessness," the Continuum of Care
awarded to organizations that must be involved in the coordination of
participate in local homeless assistance other funding streams and resources-
program planning networks referred to federal, local, or private-oftargeted
as a Continuum of Care, a system homeless programs and other
administratively established by BUD in mainstream resources. In many
1995. A Continuum of Care is designed communities, the Continuum of Care is
to address the critical problem of the coordinating body, while in other
homelessness through a coordinated communities it is a local Interagency
community-based process of identifying Council on Homelessness (both would
needs and building a system of housing be acceptable forms of coordination
and services to address those needs. The under this interim rule). As noted
approach is predicated on the earlier, Hun published on December 9,
understanding that homelessness is not 2011, a proposed rule to establish HMIS
caused merely by a lack of shelter, but regulations in accordance with the
involves a variety of underlying, unmet HEARTHAct. However, while the
needs-physical, economic, and social. HEARTHAct directed that regulations
The HEARTHAct not only codified in be established for HMIS, HMIS is not

law the planning system known as new to many Hun grantees. Until
Continuum of Care, but consolidated the regulations for HMIS are promulgated in

final, grantees should continue to follow
three existing competitive homeless HUD's existing HMIS instructions and
assistance grant programs (Supportive guidance.
Housing, Shelter Plus Care, and Single The following provides an overview
Room Occupancy) into the single grant of the proposed rule.
program known as the Continuum of
Care program. The consolidation of the General Provisions (Subpart A)
three existing homeless assistance Purpose and scope. The Continuum of
programs into the Continuum of Care Care program is designed to promote
grant program and the codification in community-wide goals to end
law of the Continuum of Care planning homelessness; provide funding to
process are intended to increase the quickly rehouse homeless individuals
efficiency and effectiveness of the (including unaccompanied youth) and
coordination of the provision of housing families while minimizing trauma and
and services to address the needs of the dislocation to those persons; promote
homeless. The regulations established access to, and effective utilization of,
by this rule are directed to carrying out, mainstream programs; and optimize

,-..;.th;;.;.lp;;·s..;c;;o.;.;n:;:;gr;.;e;.;;.s.;.;si;.;;o.;.;n.;.;al:..;i;;;;n;;,te;,;n;,;t;..'""!:' -. self-sufficiency among individuals and
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families experiencing homelessness.
The program is composed of transitional
housing, permanent supportive housing
for disabled persons, permanent
housing, supportive services, and HMIS,

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5, 20:11
Defining Homeless final rule, Public
comments have already been solicited
and additional public comment is not
solicited through this rule. The
December 5, 2011, final rule was
preceded by an April 20, 2010.
proposed rule. which sought public
comment on these definitions. The final
definitions of these terms took into
consideration the public comments
received on the proposed definitions as
set out in the April 20. 2010, proposed
rule, This interim rule adopts the
definition of "at risk of homelessness"
established by the December 5. 2011,
the Emergency Solutions Grants
program interim rule. The interim rule
sought public comment on this
definition, and additional public
comment is not being sought through
this rule.
HUD received valuable public

comment on the definition of
"chronically homeless," through the
public comment process on the
Emergency Solutions Grants program
interim rule. Based on public comment.
this rule for the Continuum of Care
program is not adopting the full
definition of "chronically homeless"
that was included in the conforming
amendments to the Consolidated Plan
that were published as a part of the
Emergency Solutions Grants program
rule. Commenters raised concerns with
the meaning of the phrase "where each
homeless occasion was at least 15
days." The concerns raised about this
phrase. used for the first time in a
definition of "chronically homeless,"
has caused Hun to reconsider
proceeding to apply a definition that
includes this phrase. without further
consideration and opportunity for
comment. In this rule. Hun therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
highlights key definitions used in the
Continuum of Care program regulations.
and Hun solicits comment on these
definitions.

Applicant is defined to mean an
entity that has been designated by the
Continuum of Care as eligible to apply
for assistance on behalf of that

Continuum. Hun highlights that the Act
does not contain different definitions for
"applicant" and "collaborative
applicant." BUD distinguishes between
the applicant(s) designated to apply for
and carry out projects (the "applicant")
and the collaborative applicant
designated to apply for a grant on behalf
of the Continuum of Care (the
"collaborative applicant"). Please see
below for more information on the
definition of a collaborative applicant,
which is the only entity that may apply
for and receive Continuum of Care
planning funds.

Centralized or coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision of referrals. A centralized or
coordinated assessment system covers
the geographic area, is easily accessed
by individuals and famtlies seeking
housing or services, is well advertised.
and includes a comprehensive and
standardized assessment tool. This
definition establishes basic minimum
requirements for the Continuum's
centralized or coordinated assessment
system.

Collaborative applicant is defined to
mean an eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds on behalf of the
Continuum. As discussed above, the
"applicant" is the entity(ies} designated
to apply for and carry out projects on'
behalf of the Continuum. In contrast to
the definition of "applicant" above. the
collaborative applicant applies for a
grant to carry out the planning activities
on behalf of the Continuum of Care. The
interim rule simplifies the statutory
language in order to make the
Continuum of Care planning process
clear.
HUD highlights that its definition of

collaborative applicant does not track
the statutory definition, which is found
in section 401 of the McKinney-Vento
Act. As will be discussed in further
detail later in this preamble, the concept
of collaborative applicant, its duties and
functions. as provided in the statute, is
provided for in this rule. However, HUD
uses the term Continuum of Care to refer
to the organizations that carry out the
duties and responsibilities assigned to
the collaborative applicant, with the
exception of applying to Hun for grant
funds. The clarification is necessary in
this rule because Continuums of Care
are not required to be legal entities. but
HUDcan enter into contractual
agreements with legal entities only.

Continuum of Care and Continuum
a~edefined to mean the group that is
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organized to carry out the
responsibilities required under this part
and that is composed of representatives
of organizations including nonprofit
'homeless provlders, victim service
providers, faith-based organizations.
governments, businesses, advocates,
public housing agencies, school
districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers. law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons. These organizations consist of
the relevant parties in the geographic
area. Continuums are expected to
include representation to the extent that
the type of organization exists within
the geographic area that the Continuum
represents and is available to participate
in the Continuum. For example, if a
Continuum of Care did not have a
university within its geographic
boundaries. then HUD would not expect
the Continuum to have representation
from a university within the
Continuum.
These organizations carry out the

responsibilities and duties established
under Subpart B of this interim rule.
The Continuum of Care, as noted above.
carries out the statutory duties and
responsibilities of a collaborative
applicant. HUD established the
Continuum of Core in 1995. Local
grantees and stakeholders are familiar
with the Continuum of Care as the
coordinating body for homeless services
and homelessness prevention activities
. across the geographic area.
Consequently, HUD is maintaining the
Continuum of Cere terminology, and the
rule provides for the duties and
responsibilities of a collabora6ve
applicant to be carried out under the
name Continuum of Care.

High-performing community is
defined to mean the geographic area
under the jurisdiction of a Continuum of
Care that has been designatedas a high-
performing community by HUD. Section
424 ofthe MCKinney-Vento Act
provides that HUD shall designate, on
an annual basis, which collaborative
applicants represent high-performing
communities. Consistent with Hun's
substitution of the term "Continuum of
Care" for "collaborative applicant." the
definition of "high-performing
community" in this interim rule
provides for designation of Continuums
of Care that represent geographic areas
designated as high-performing
communities. The standards for
becoming a high-performing community
can be found in §578.65 of this interim
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rule and will be discussed later in this
preamble.

Private nonprofit organization is
based on the statutory definition for
"private nonprofit organization." The
term "private nonprofit organization" is
defined in section 424 of the McKinney-
Vento Act as follows: "The term 'private
nonprofit organization' means an
organization: '(A) No part ofthe net
earnings of which inures to the benefit
of any member, founder, contributor, or
individual; (B) that has a voluntary
board; (C)that has an accounting
system, or has designated a fiscal agent
in accordance with requirements
established by the Secretary; and (D)
that practices nondiscrimination In the
provision of assistance.' ••In BUD's
regulatory definition of "private
nonprofit organization," HUDclarifies
that the organization's accounting
system must be functioning and
operated in accordance with generally
accepted accounting principles. HUD
has included this language to make
certain that accountingsystems are
workable and abide by definite, accurate
standards. As reflected in the statutory
definition of "private nonprofit
organization," HUDmay establish
requirements for the designation of a
fiscal agent. HUD has determined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
Vento Act, must maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles.

Permanent housing is consistent with
the statutory definition of "permanent
housing" in section 401 of the
McKinney-Vento Act, but does not track
the statutory language. HUD's.regulatory
definition of "permanent housing"
states: "The term 'permanent housing'
means community-based housing
without a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUDclarifies that to be permanent
housing, "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. HUDhas
determined that requiring a lease for a
term of at least one year that is
renewable and terminable only for
cause, assists program participants in
obtaining stability in housing, even
when the rental assistance is temporary.
Those requirements are consistent with
Section 8 requirements.

Specific request for comment. BUD
specifically requests comment on
requiring a lease for a term of at least
one year to be considered permanent
housing.

Project is consistent with the statutory
definition of "project" in section 401 of
the McKinney-Vento Act, but does not
track the statutory language. Section 401
defines "project" as, with respect to
activities carried out under subtitle C,
eligible activities described in section
423(a), undertaken pursuant to a
specific endeavor, such as serving a
particular population or providing a
particular resource. In HUD's definition
of "project" in tbis interim rule, the
eligible activities described in section
423(a) of the McKinney-Vento Act have
been identified. In the regulatory text,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified as.a project in an
application to HUD for Continuum of
Caro funds.

Recipient is defined to mean an
applicant that signs a grant agreement
with HUD.HUD's definition of
"recipient" is consistent with the
statutory definition of "recipient," but
does not track the statutory language.
Section 424 of the McKinney-Vento Act
defines "recipient" as "an eligible entity
who-CAl submits an application for a
grant under section 422 that is approved
by the Secretary; (B) receives the grant
directly from the Secretary to support
approved projects described in the
application; and (C)(i) serves as a project
sponsor for the projects: or (ii) awards
the funds to project sponsors to carry
out the projects." All of the activities
specified by the statutory definition are
in the rule: (A) and (B) are contained in
the definition and (C)is covered in the
sections of the rule dealing with what a
recipient can do with grant funds.

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTHAct. Although no longer used
in statute, HUD's position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Care program regulations.
The term "safe haven" is used for
purposes of determining whether a
person is chronically homeless. The
housing must serve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24-hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or
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fewer persons, and provide low-demand
services and referrals for the residents.

Subrecipient is defined to mean a
private nonprofit organization, State or
local government, or instrumentality of
a State or local government that receives
a subgrant from the recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney-Vento Act,
but does not track the statutory
language. To be consistent with the
Emergency Solutions Grl!Jltsprogram
regulation, and also to ensure that the
relationship between the recipient and
subrecipient is clear, HUD is using the
term subrecipient, instead of project
sponsor, throughout this regulation.

Transitional housing is based on the
definition of "transitional housing" in
section 401 ofthe McKinney-Vento Act,
as follows: "The term 'transitional
housing' means housing, the purpose of
which is to facilitate the movement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary."
The definItion has been expanded to
distinguish this type of housing from
emergency shelter. This distinction is
necessitated by the McKinney-Vento
Act's explicit distinction between what
activities can or cannot be funded under
the Continuum of Care program. The
regulatory definition clarifies that, to be
transitional housing, program
participants must have signed a lease or
occupancy agreement that is for a term
of at least one month and that ends in
24 months and cannot be extended.

Unified Funding Agency (UFA)means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties
delegated to a UFA in this rule, which
Is approved by HUD and to which HUD
awards a grant. HUD's regulatory
definition of UFA departs slightly from
the statutory definition. The statutory
definition refers to the collaborative
applicant. The differences between the
statutory definition and HUD's
regulatory definition reflect HUD's
substitution of Continuum of Care for
collaborative applicant.
Establishing and Operating the
Continuum of Care (Subpart B)
In general. The statutory authority for

the Continuum of Care program is
section 422 ofthe McKinney-Vento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTHAct is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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HUDfocuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed.

.As discussed earher in the preamble,
HUD's interim rule provides for the
duties and functions of the collaborative
applicant found in section 401 of the
McKinney-Vento Act to be designated to
the Continuum of Care, with the
exception of applying to HUD for grant
funds. Hun chose this approach
because the Continuum might not be a
legal entity, and therefore cannot enter
into enforceable contractual agreements,
but is the appropriate body for
establishing and implementing
decisions that affect tho entire
geographic area covered by the
Continuum, including decisions related
to funding. This approach allows the
Continuum to retain its duties related to
planning and prioritizing need
(otherwise designated by statute to the
collaborative applicant), while the
authority to sign II grant agreement with
HUD is designated to an eligible
applicant that can enter into a
contractual agreement. All ofthe duties
assigned to the Continuum are based on
the comparable duties of section 402{f)
of the McKinney-Vento Act.

Subpart B of the interim rule
identifies how Continuums of Care are
established, as well as the required
duties and functions of the Continuum
of Care.

Establishing the Continuum of Care.
In order to be eligible for funds under
the Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care. As
discussed earlier in this preamble, this
body is responsible for carrying out the
duties identified in this interim
regulation. Representatives from
relevant organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals. Where these organizations
are located within the geographic area
served by the Continuum of Care, HUD
expects a representative of the
organization to he a part of the
Continuum of Care.

Specific request for comment. HUD
specifically requests comments on
requiring Continuums of Care to have a
hoard that makes the decisions for the

Continuum. HUD requires two
characteristics for all board
compositions. These characteristics are
that the Board must be representative of
the subpopulations of homeless persons
that exist within the geographic area,
and include a homeless or formerly
homeless person. Continuums will have
2 years from the effective date of the
interim rule to establish a board that
meets the criteria established in this
section. No board member may
participate or influence discussions or
decisions concerning the award of a
grant or other financial benefits for an
organization that the member
represents.

HUD is considering four additional
characteristics for all board
compositions for incorporation in the
final rule. HUD did not implement them
at this stage In order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have a chair or co-chairs;
be composed of an uneven number,
serving staggered terms; include
members from the public and private
sectors; and include a member from at
least one Emergency Solutions Grants
program (ESG)recipient's agency
located within the Continuum's
geographic area. HOO is requesting
comment on all of these proposed
requirements; however, HUD
specifically requests comments from
Continuums of Care and ESG recipients
on the requirement that the Board
include an ESG recipient as port of its
membership. HUD invites ESG
recipients and Continuums to share
challenges that will be encountered
when implementing this requirement.
Ensuring that ESG recipients are
represented on the Board is important to
HUD; therefore, in communities where
ESG recipients and/or Continuums do
not feel this requirement is feasible,
HUD asks commenters to provide
suggestions for how ESG recipients can
be involved in the Continuum at one of
the core deciSion-making levels.

Responsibilities of the Continuum of
Care. The interim rule establishes three
major duties for which the Continuum
of Care is responsible: To operate the
Continuum of Care, to designate an
HMIS for the Continuum of Care, and to
plan for the Continuum of Care.

This section of the interim rule
establishes requirements within these
three major duties.

Operating the Continuum of Care. The
interim rule provides that the
Continuum of Care must abide by
certain operational requirements. These
requirements will ensure the effective
management ofthe Continuum of Care
process and ensure that the process is
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inclusive and fair. Hun has established
eight duties required of the Continuum
necessary to effectively operate the
Continuum of Care. HUD has
established the specific minimum
standards for operating and managing a
Continuum of Care for two main
reasons. First, the selection criteria
established under section 427 of the
McKinney-Vento Act require HUD to
measure the Continuum ofCaro's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the HEARTH Act. This
Continuum of Care performance
approach results in cooperation and
coordination among providers. Second,
because Continuums of Care will have
grents of up to 3 percent of Final Pro
Rata Need (FPRN) to be used for eligible
Continuum of Care planning costs, HUD
is requiring more formal decision-
making and operating standards for the
Continuum of Care. This requirement
ensures that the Continuums have
appropriate funding to support planning
costs.

One of the duties established in this
interim rule is the requirement that the
Continuum establish and operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 5,
2011, through the administration of the
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Re-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family'S particular needs.

Therefore, HUD has required, through
this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have
significantly different systems than
urban ones. While the common thread
between typical models is the use of a
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common assessment tool, the form,
detail, and use ofthattool will vary
from one community to the next. Some
examples of centralized or coordinated
assessment systems include: A central
location or locations within a
geographic area where individuals and
families must be present to receive
homeless services; a 211 or other hotline
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the areaj a
"no wrong door" approach in which a
homeless family or individual can show
up at any homeless service provider in
the geographic area but is assessed using
the same tool and methodology so that
referrals are consistently completed
across the Continuum of Care: a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas, a
regional approach in which "hubs" are
created within smaller geographic areas.
HUDintends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types, including those most appropriate
for rural areas.
HUDrecognizes that imposing a

requirement for a centralized or
coordinated assessment system may
have certain costs and risks. Among the
risks that HUDwishes specifically to
address are the risks facing individuals
and families fleeing domestic violence,
dating violence, sexual assault, and
stalking. In developing the baseline
roquirements for a centralized or ,
coordinated intake system, HUD is
considering whether victim service
providers should be exempt from
participating in a local centralized or
coordinated assessment process, or
whether victim service providers should
have the option to participate or not.

Spl'1cijicrequest for comment. HUD
specifically seeks comment from
Continuum of Care-funded victim
service providers on this question. As
set forth in this interim rule, each
Continuum of Care is to develop a
specific policy on how its particular
system will address the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are sooking
shelter or services from non-victim
service providers. These policies could
include reserving private areas at an
assessment location for evaluations of
individuals or families who are fleeing,
or attempting to flee, domestic violence,
dating violence, sexual assault, or
stalking; a separate "track" within the
assessment framework that is
specifically designed for domestic

violence victims: or the location of
victim service providers with
centralized assessment teams.
HUD invites suggestions for ensuring

that the requirements it imposes
regarding centralized or coordinated
assessment systems will best help
communities use their resources
effectively and best meet the needs of all
families and individuals who need
assistance. QuestionlJ that HUD asks
commenters to specifically address are:
What barriers to accessing housingl
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensure safety and
confidentiality for Individuals and
families who are fleeing or attempting to
flee domestic violence situations? How
should those additional standards be
implemented to ensure that victims of
domestic violence have immediate
access to housing and services without
increasing the burden on those victims?
For communities that already have
centralized or coordinated assessment
systems in place, are victims of
domestic violence and/or domestic
violence service providers integrated
into that system? Under either scenario
(they are integrated fnto an assessment
process or they are not integrated into
it), how does your community ensure
the safety and confidentiality of this
population, as well as access to
homeless housing and services'! What
HUD-sponsored training would be
helpful to assist communities in
completing the initial assessment of
victims of domestic violence in a safe
and confidential manner?
In addition to comments addressing

the needs of victims of domestic
violence. dating violence, sexual
assault, and stalking, HUD invitos
general comments on the use of a
centralized or coordinated assessment
system, particularly from those in
communities that have already
implemented one of these systems who
can share both what has worked well
and how these systems could be
improved. HUDspecifically seeks
comment on any additional risks that a
centralized or coordinated assessment
system may create for victims of
domestic violence, dating violence,
sexual assault, or stalking who are
seeking emergency shelter services due
to immediate danger, regardless of
whether they are seeking services
through a victim service provider or
nonvictim service provider.
Another duty set forth in this part, is

the requirement to establish and
consistently follow written standards
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when administering assistance under
this part. These requirements,
established in consultation with
recipients of Emergency Solutions
Grants program funds within the
geographic area, are intended to
coordinate service delivery across the
geographic area and assist Continuums
of Care and their recipients in
evaluating the eligibility of individuals
and families consistently and
administering assistance fairly and
methodically. The written standards can
be found in §578.7(a)(9) of this interim
rule.

Designating and operating an HMlS.
The Continuum of Care is responsible
for designating an HMIS and an eligible
applicant to manage the HMIS,
consistent with the requirements, which
will be codified in 24 CFR part 580.
This duty is listed under section
402(f)(2) of the McKinney-Vento Act. In
addition, the Continuum is responsible
for reviewing, revising, and approving a
privacy plan, security plan, and data
quality plan for the HMIS and ensuring
consistent participation of recipients
and subreclpients in the HMIS.

Continuum of Care planning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs ofthe homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum requirements for
this systematic approach under
§578.7(c)(1), such as emergency
shelters, rapid rehousing, transitional
housing, permanent supportive housing,
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care progrem
to prevent and end homelessness,
coordination and integration of other
funding streams, including the
Emergency Solutions Grants program
and mainstream resources, is integral to
carrying out the Continuum of Cere
System.
HUDhas determined that since the

Continuum of Care will be the larger
planning organization, the Continuum
of Care must develop and follow a
Continuum of Care plan that adheres,
not only to the requirements being
established by this interim rule, but to
the requirements and directions of the
most recently issued notice of funding
availability (NOFA).
While these planning duties are not

explicitly provided in section 402(f) of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTHAct, HUD
strives. through this interim rule, to
provide a comprehensive, well-
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coordinated and clear planning process,
which Involves the creation of the
Continuum of Care and the duties the
Continuum of Care will have to fulfill.

Other planning duties for Continuums
established in this section of the interim
rule are planning for and conducting at
least a biennial-point-in-time count of
homeless persons within the geographic
area, conducting an annual gaps
analysis of the homeless needs and
services available within the geographic
area, providing information necessary to
complete the Consolidated Plan(s)
within the geographic area, and
consulting with State and local
government Emergency Solutions
Grants program recipients within the
Continuum of Care on the plan for
allocating Emergency Solutions Grants
program funds and reporting on and
evaluating the performance of
Bmergeney Solutions Grants program
recipients and subrecipients.

Preparing an application for funds. A
major function of the Continuum of Care
is preparing and overseeing an
application for funds under this part.
This section of the interim rule
establishes the duties of the Continuum
of Care related to the preparation of the
application. This section of the interim
rule establishes that the Continuum is
responsible for designing, operating,
and follOwing a collaborative process for
the development of applications, as well
as approving the submission of
applications, In response to a NOF A
published by HOO.

The Continuum must also establish
priorities for funding projects within the
geographic area and determine the
number of applications being submitted
for funding. As previously noted in this
preamble, since the Continuum of Care
might not be a legal entity, and therefore
may not be able to enter into a
contractual agreement with HOO, the
Continuum must select one or more
eligible applicants to submit an
application for funding to HOO on its
behalf. If the Continuum of Care is an
eligible applicant, the Continuum of
Care may submit an application. If the
Continuum selects more than one
application, the Continuum must select
one eligible applicant to be the
collaborative applicant. That applicant
will collect and combine the required
application information from all of the
other eligible applicants and for all
projects within the geographic area that
the Continuum has designated. If only
one application is submitted by the
collaborative applicant, the
collaborative applicant will collect and
combine the required application
information from all projects within the
geographic area that the Continuum has

designated for funding. The
collaborative applicant will always be
the only applicant that can apply for
Continuum of Care planning costs. In
the case that there is one application for
projects, the recipient of the funds is
required to have signed agreements with
its subrecipients as set forth In
§578.23(c), and is required to monitor
and sanction subreciplents in
compliance with §578.107.

Whether the Continuum of Care
submits the application or designates an
eligible applicant to submit the
application for funding, the Continuum
of Care retains all of its duties.

Unified Funding Agencies. To be
designated as the Unified Funding
Agency (UFA) for the Continuum of
Care, the Continuum must select the
collaborative applicant to apply to HOO
to be designated as the UF A for the
Continuum. The interim nile -establishes
the criteria HOO will use when
determining whether to designate the
collaborative applicant as a UFA. These
standards were developed to ensure that
collaborative applicants have the
capaoity to manage the grant and carry
out the duties in 578.11(b}, and are
described below.

The duties of the UFA established in
§578.11 are consistent with the duties
set forth in section 402(g) of the Act.
Even if the Continuum designates a
UFA to submit the application for
funding, the Continuum of Care retains
all of its duties.

Remedial actions. Section 402(c) of
the McKinney-Vento Act gives HOO the
authority to ensure the fair distribution
of grant amounts for this program, such
as designating another body as a
collaborative applicant, replacing the
Continuum of Care for the geographic
area, or permitting other eligible entities
to apply directly for grants. Section
578.13 of this interim rule addresses the
remedial actions that may be taken.

Overview of the Application and Gront
Award ProcBSS(Subpart C)

Eligible applicants. Under this interim
rule, eligible applicants consist of
nonprofit organizations, State and local
governments, and instrumentalities of
local governments. An eligible applicant
must have been designated by the
Continuum of Care to submit an
application for grant funds under this
part. The Continuum's designation must
state whether the Continuum is
designating more than one applicant to
apply for funds, and if it is, which
applicant is being designated the
collaborative applicant. A Continuum of
Care that is designating only one
applicant for funds must designate that
applicant to be the collaborative
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applicant. For-profit entities are not
eligible to apply for grants or to be
subrecipients of grant funds.

Section 401(10) of the McKinney·
Vento Act identifies that collaborative
applicants may be legal entities, and a
legal entity may include a consortium of
instrumentalities of a State.or local
government that has constituted itself as
an entity. HOO has not included a
consortium in the list of eligible
applicants. As noted earlier in this
preamble, II Continuum of Care is
defined to mean a group that is
composed of representatives of
organizations across the entire
geographic area claimed by the
Continuum of Care, A Continuum is
able to combine more than one
metropolitan city or county into the
geographic area that the Continuum
represents. In essence" the Continuum of
Care acts as a consortium, and it is
therefore HOD's position that the
Inclusion of consortiums in the interim
rule would be redundant.

Detennining the Continuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
determined through a four-step process,
including the following factors: A
Continuum's PPRN amount; renewal
demand; any additional increases in
amounts for leasing, rental assistance,
and operating costs based on Fair
Market Rents (FMRs); planning and
UFA cost funds; and the amounts
available for bonus dollars.

Using the formula that will be
discussed below. HUD will first
determine a Continuum of Care's PPRN
amount, as authorized under section
427(b)(z)(B) of the McKinney-Vento Act.
This amount is the sum of the PPRN
amounts for each metropolitan city,
urban county, non-urban county, and
insular area claimed by the Continuum
of Care as part of its geographic area,
excluding any counties applying for, or
receiving funds under the Rural
Housing Stability Assistance program,
the regulations for which will be
established in 24 CFR part 579. The
PPRN for each of these areas is based
upon the "need formula" under
§579.17(a)(2) and (3). Under the
McKinney·Vento Act, HUD is required
to publish, by regulation, the formula
used to establish grant amounts. The
need formula under §579.17(a)(2) and
(3) satisfies this requirement, and HOO
specifically seeks comment on this
formula. HUD will announce the PPRN
amounts prior to the publication of the
NOFA on its Web site.

To establish the amount on which the
need formula is run, HUD will deduct
an amount, which will be published in
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the NOFA, to be set aside to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities and UFAcosts from the total
funds made avaIlable for the program
each fiscal year. On this amount, HUD
will use the following process to
establish an area's.PPRN. First, 2
percent ofthe total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan cities and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known as the Emergency
Shelter Grants program) every year since
2004, Third, the remaining funds made
available shall be allocated to
Community Development Block Grant
(CDBG)metropolitan cities and urban
counties that have not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.
Recognizing that in some federal

fiscal years, the amount available for the
formula may be less than the amount
required to renew all existing projects
eligible for renewal in that year for at
least one year, HUn has included a
method for distributing 'the reduction of
funds proportionally across all
Continuums of Care in §578.17(a)(4) of
this interim rule. Hun will publish the
total dollar amount that each
Continuum will be required to deduct
from renewal projects Continuum-wide,
and Continuums will have the authority
to determine how to administer the cuts
to projects across the Continuum.

Specific request for comment. Hun
specifically requests comment on the
method established in §578.17(a)(4) to
reduce the total amount required to
renew all projects eligible for renewal in
that one year, for at least one year, for
each Continuum of Care when funding
is not sufficient to renew all projects
nationwide for at least one year.
The second step in determining a

Continuum's maximum award amount
is establishing a Continuum of Care's
"renewal demand." The Continuum's
renewal demand is the sum ofthe
annual renewal amounts of all projects
eligible within the Continuum of Care's
geographic area to apply for renewal in
that federal fiscal year's competition
before any adjustments to rental
assistance, leasing, and operating line

items based on changes to the FMRs in
the geographic araa.
Third, Hun will determine the

Continuum of Care's Final Pro Rata
Need (FPRN),which is the higher of:
(1) PPRN, or (2) renewal demand for the
Continuum of Care. The FPRN
establishes the base for the maximum
award amount for the Continuum of
Care.
Fourth, Hun will determine the

maximum award amount. The
maximum award amount for the
Continuum of Care is the FPRN amount
plus any additional eligible amounts for
Continuum planning; establishing fiscal
controls for the Continuum: updates to
leasing, operating, and rental assistance
line items based on changes to FMR;
and the availability of any bonus
funding during the competition.

Application process. Each fiscal year,
Hun will issue a NOFA. All
applications, including applications for
grant funds, and requests for .
designation as a UFA or HPC,must be
submitted to HUD in accordance with
the requirements of the NOFA and
contain such information as the NOFA
specifies. Applications may request up
to the maximum award amount for
Contlnuums of Care.
An applicant that is a State or a unit

of general local government must have
a HUD-approved, consolidated plan in
accordance with Hun's Consolidated
Plan regulations in 24 CFRpart 91. The
applicant must submit a certification
that the application for funding is
consistent with the Hun-approved
consolidated plan(s) in the project's
jurisdiction(s). Applicants that are not
States or units of general local
government must submit a certification
that the application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local govarnment or the State,
in accordance with Hun's regulations in
24 CFRpart 91, subpart F. The required
certification must be submitted by the
funding application submission
deadline announced in the NOFA.
An applicant may provide assistance

under this program only in accordance
with Hun subsidy layering
requirements in section 102 of the
Housing and Urban Development
Reform Act of 1989 (42 U.S.C. 3545). In
this interim rule, Hun clarifies that the
applicant must submit information in its
application on other sources of funding
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities.

Awarding funds. HUDwill review
applications in accordance with the
guidelines and procedures specified in
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the NOFA and award funds to recipients
through a national competition based on
selection criteria as defined in section
427 of the McKinney-Vento Act. HUD
will announce tho awards and notify
selected applicants of any conditions
imposed on the awards.

Grant agreements. A recipient of a
conditionally awarded grant must
satisfy all requirements for obligation of
funds; otherwise, HUD will withdraw
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3). Hun has included in the
interim rule the deadlines for conditions
that may be extended and the reasons
for which Hun will consider an
extension. .
The interim role requires that site

control be established by each recipient .
receiving funds for acquisition,
rehabilitation funding, new
construction, or operating costs, or for
providing supportive services. Hun has
determined that the time to establish
site control is 12 months for projects not
receiving new construction, acquisition,
or rehabilitation funding, as stated
under section 426(a) of the McKinney"
Vento Act, not 9 months as stated under
section 422(d) of the McKinney-Vento
Act, for projects receiving operating and
supportive service funds. HUn's
determination on the time needed to
establish site control is based on
previous program policy, and the longer
time frame takes into consideration the
reality of the housing market. Projects
receiving acquisition, rehabilitation, or
new construction funding must provide
evidence of site control no later than 24
months after the announcement of grant
awards, as provided under section
422(d} of the McKinney-Vento Act.
The interim rule requires that HUD

perform an environmental review for
each property as required under HUD's
environmental regulations in 24CFR
part 50. All recipients of Continuum of
Care program funding under this part
must supply all available, relevant
information necessary to Hun, and
carry out mitigating measures required
by Hun. The recipient, its project
partners, and its project partner's
contractors may not perform any eligible
activity for a project under this part, or
commit or expend HUD or local funds
for such activities until Hun has
performed an environmental review and
the recipient has received HUD
approval of the property agreements.

Executing grant agreements. If a
Continuum designates more than one
applicant for the geographic area, HUD
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will enter into a grant agreement with
each designated recipient for which an
award is announced. If a Continuum
desigoates only one recipient for the
geographic area, HUDmay enter into
une grant agreement with that recipient
for new awards, if any; and one grant
agreement for renewals and Continuum
of Care planning costs and UFA costs,
if any. These two grant agreements will
cover the entire geographic area, and a
default by the recipient under one of
these agreements will also constitute a
default under the other. If the
Continuum is a UFA, HUDwill enter
into one grant agreement with the UFA
for new awards, If any; and one for
renewal and Continuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
will cover the entire geographic area
and a default by the recipient under one
of those agreements will also constitute
a default under the other.
HUD requires the recipient to enter

into the agreement described In
§578.23(c). Under this agreement, the
grant recipient must agree to ensure that
the operation of the project will be in
accordance with the McKinney-Veto Act
and the requirements under this part. In
addition, the recipient must monitor
and report the progress of the projects
to the Continuum of Care and to HUD.
The recipient must ensure that
individuals and families experiencing
homelessness are involved in the
operation of the project, maintain
confidentiality of program participants,
and monitor and report matching funds
to HUD, among other requirements. The
recipient must also agree to use the
centralized or coordinated assessment
system established by the Continuum of
Care, unless the recipient or
subrecipient is a victim service
provider. Victim service providers may
choose not to use the centralized or
coordinated assessment system
provided that all victim service
providers in the area use a centralized
or coordinated assessment system that
meets HUD's minimum requirements.
HUDhas provided this optional
exception because it understands the
unique role that victim service
providers have within the Continuum of
Care.

Renewals. The interim rule provides
that HUDmay fund. through the
Continuum of Care program, all projects
that were previously eligible under the
MCKinney-VentoAct prior to the
enactment of the HEARTHAct. These
projects may be renewed to continue
ongoing leasing, operations, supportive
services, rental assistance, HMIS, and
administration beyond the initial
funding period even if those projects

would not be eligible under the
Continuum of Care program. For
projects that would no longer be eligible
under the Continuum of Care program
(e.g., safe havens), but which are serving
homeless persons; HUDwants to ensure
that housing is maintained and that
persons do not become homeless
because funding is withdrawn.
HUDmay renew projects that were

submitted on time and in such manner
as required by HUD, but did not have
a total score that would allow the
project to be competitively funded. HUD
may choose to exercise this option to
ensure that homeless or formerly
homeless persons do not lose thair
housing. The interim rule provides,
based on the language in section 421(e)
of the McKinney-Vento Act, that HUD
may renew the project, upon a finding
that the project meets the purposes of
the Continuum of Core program, for up
to one year and under such conditions
as HOD deems appropriate.

Annual Performance Report. The
interim rule also provides that HUD
may terminate the renewal of any grant
and require the recipient to repay the
renewal grant if the recipient fails to
submit a HUDAnnual Performance
Repurt (APR)within 90 days of the end
of the program year or if the recipient
submits an APR that HUD deems
unacceptable or shows noncompliance
with the requirements of the grant and
this part. Section 578.103(e) of the
Continuum of Care program regulations
further clarifies that recipients receiving
grant funds for acquisition,
rehabilitation, or new construction are
expected to submit APRs for 15 years
from the date of initial occupancy or the
date of initial service provision, unless
HUD provides an exception. The
recipient's submission of the APR helps
HUDreview whether the recipient is
carrying out the project in the manner
proposed In the application. Recipients
agree to submit an APR as a condition
of their grant agreement. This
requirement allows HUD to ensure that
recipients submit APRs on grant
agreements that have expired as a
condition of receiving approval for a
new grant agreement for the renewal
project.

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.
Under section 422(g) of the

McKinney-Vento Act, if more than one
collaborative applicant submits an
application covering the same
geographic erea, HUDmust award funds
to the application that scores the highest
score based on the selection criteria set
forth in section 427 of the Act.
Consistent with HUD's use of the term
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Continuum of Care in the interim rule
where the statute uses collaborative
applicant, as explainad earlier in the
preamble, the interim rule stipulates
that if more than one Continuum of Core
claims the same geographic area, then
HUDwill award funds to the
Continuum afplicant(S) whose
application(s has the highest total score
and that no projects from the lower
scoring Continuum of Care will be
funded (and that any projects submitted
with both applications wlll not be
funded). To appeal HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
HUDmay require within 45 days of the .
date of HUD's announcement of award.
H an applicant has had a certification

of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUD. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date of receipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Vento

Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
of the McKinney-Vento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUD by the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in the Continuum uf
Care's process and beliave they were
denied the right to reasonable
participation, as reviewed in the context
ofthe local Continuum's process. An
organization may submit a solo
application to Hun and appeal the
Continuum's decision not to include it
in the Continuum's application. If HUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUDmay
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUDmay
also reduce the award to the
Continuum's applicant(s).
Section 422(hJ(1) of the McKinney-

Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The interim rule sets an appeal process
for denied or decreased funding under
§578.35(c). Applicants that are denied
funds by HUD, or that requested more
funds than HUDawarded, may appeal
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by filing a written appeal within 45 days
of the date OfHUD's announcement of
the award. HUDwill notify applicant of
its decision on the appeal within 60
days of the date ofHUD's receipt of the
written appeal.
Program Components and Eligible Costs
(Subpart D)

Program components. The interim
rule provides that Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some cases, homelessness prevention.
Administrative costs are eligible under
all components. Where possible, the
components set forth in the Continuum
of Care program are consistent with the
components set forth under the
Emergency Solutions Grants program.
This will ease the administrative burden
on recipients of both programs and will
ensure that reporting requirements and
data quality benchmarks are
consistently established and applied to
like projects. One significant distinction
between the Emergency Solutions
Grants program and this part can be
found in the eligible activities and
administration requirements for
assistance provided under the rapid
rehousing component in this interim
rule. The significant differences
between this component in the
Emergency Solutions Grants program
and this part are discussed below.
The interim rule sets forth the costs

eligible for each program component in
§578.37(a). The eligible costs for
contributing data to tbe HMIS
designated by the Continuum of Care
are also eligible under all components.
Consistent with the definition of

permanent housing in section 401 of the
McKinney-Vento Act and §578.3 of this
interim rule, the permanent housing
component is community-based housing
without a designated length of stay that
permits formerly homeless individuals
end families to live as independently as
possible. The interim rule clarifies that
Continuum of Care funds may be spent
on two types of permanent housing:
Permanent supportive housing for
persons with disabilities (PSH) and
rapid rehousing that provides temporary
assistance (i.e., rental assistance and/or
supportive services) to program
participants in a unit that the program
participant retains after the assistance
ends.
Although the McKinney-Vento Act

authorizes permanent housing without
supportive services, the interim rule
does not. Based on its experience with
the Supportive Housing and Shelter
Plus Care programs, HODhas

determined that programs should
require at least case management for
some initial period after exiting
homelessness. HUD has imposed the
requirement that rapid rehousing
include, at a minimum, monthly case
management meetings with program
participants (except where prohibited
by the Violence Against Women Act
(VAWA)and the Family Violence
Prevention and Services Act (FVPSA))
and allows for a full range of supportive
services to be provided for up to 6
months after the rental assistance stops.
Many other HUD programs, such as
Section 8 and HOME, provide housing
without supportive services to low-
income individuals and families.
With respect to rapid rehousing, the

interim rule provides that funds under
this part may be used to provide
supportive services and short-term
and/or medium-term rental assistance.
While the time frames under which a
program participant may receive short-
term.or medium-term rental assistance
set forth in this part match the time
frames set forth in the Emergency
Solutions Grants program, the
supportive services available to program
participants receiving rapid rehousing
assistance under the Continuum of Care
program are not limited to housing
relocation and stabilization services as
they are in the Emergency Solutions
Grants program. Program participants
receiving rapid rehousing under this
part may receive any of the supportive
services set forth in §578.53 during
their participation in the program. The
Continuum of Care, however, does have
the discretion to develop written
policies end procedures that limit the
services available to program
participants that better align the services
available to program participants with
those set forth in the Emergency
Solutions Grants program.

Specific request for comment. While
HOD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HUD's determination to
require case management for some.
initial period after exiting homelessness,
HUDspecifically welcomes comment on
other experiences with monthly case
management..
The interim rule provides that the

HMIScomponent is for funds that are
used by HMlS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated, operating funds to
operate a structure in which the HMIS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.
As set forth in Section 424(c) of the

McKinney-Veto Act, Continuum of Care
funds may beused only for the
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homelessnese prevention component by
recipients in Continuums of Care that
have been designated HPCs by HUD.
Eligible activities are housing relocation
and stabilization services, and short-
and/or medium-term rentaiassistance,
as set forth in 24 CFR 576.103,
necessary to prevent an individual or
family from becoming homeless.

Planning activities. Under this interim
rule, HUD lists eligible planning costs
for the Continuum of Care under
§578.39(b) and (c). HUD will allow no
more than 3 percent ofthe FPRN, or a
maximum amount to be established by
the NOFA, to be used for certain costs.
These costs must be related to designing
a collaborative process for an
application to HUD, evaluating the
outcomes of funded projects under the
Continuum of Care and Emergency
Solutions Grants programs, and
participating in the consolidated planes)
for the geographic mea(s). Under section
423 ofthe McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent of total funds made
available to pay for administrative costs
related to Continuum of Care plenning.
HUD is defining "of the total funds

made available" to mean FPRN, the
higher ofPPRN or renewal demand, in
the interim rule. HUD has determined
that FPRN strikes the correct balance, es
it is the higher of PPRN or renewal
demand. This will heIr Continuums of
Care (CoC)balance: (1 Having sufficient
planning dollars to be successful in its
duties and compete for new money
(which would be the PPRN), and (2)
being able to monitor and evaluate
actual projects in operation (and plan
for renewal demand). The
administrative funds related to CoC
planning made available will be added
to a CoC's FPRN to establish the CoGs
maximum award amount.

Unified Funding Agency Costs.Under
this interim rule, HUD lists eligible UFA
costs in §578.41(b) and (c). Similar to
the cap on planning costs for CoC,HUD
will allow no more than 3 percent of the
FPRN, or a maximum amount to be
established by the NOFA, whichever is
less, to be used for UFA costs. This
amount is in addition to the amount
made available for CoC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in accordance with
generally accepted accounting
principles, including arranging for an
annual survey, audit, or evaluation of
the financial records of each project
carried out by Ii subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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available to UFAs related to establishing
fiscal controls will be added to a CoC's
FPRNto establish the COCmaximum
award amount.

Leasing. Under this interim rule, grant
funds may be used to pay the costs of
leasing a structure or structures, or
portions of structures, to provide
housing or supportive services. The
interim rule further clarifies that leasing
means that the lease is between the
recipient of funds and the landlord.
HUD recognizes that some grantees
receiving funds through the Supportive
Housing Program may have been using
their leasing funds in a manner
consistent with the rental assistance
requirements established in §578.51;
therefore, since the Continuum ofCare
program authorizes both leasing and
rental assistance, the rule provides for
an allowance for projects originally
approved to carry out leasing to renew
and request funds for rental assistance,
so long as the rental assistance meets
the requirements in §578.51. The rule
provides that a recipient of a grant
awarded under the McKinney-Vento
Act, prior to enactment of the HEARTH
Act, must apply for leasing if the lease
is between the recipient and the
landlord, notwithstanding that the grant
was awarded prior to the HEARTHAct
amendments to the McKinney-Vento
Act.
The interim rule provides that leasing

funds may not be used to lease units or
structures owned by the recipient,
subrecipient, their parent
organization(s), any other related
organization(s), or organizations that are
members of a partnership where the
partnership owns the structure, unless
HUD authorizes an exception for good
cause. The interim rule establishes
minimum requirements that a request
for an exception must include. These
exceptions are based on HUD's
experience in administering the
Homelessness Prevention and Rapid Re-
Housing Program (HPRP).
The interim rule establishes that

projects for leasing may require that
program participants pay an occupancy
charge (or in the case of a sublease. rent)
of no more than 30 percent of their
income. Income must be calculated in
accordance with HUD's regulations in
24 CFR5.609 and 24 cm 5.611(a).
However, the interim rule clarifies that
projects may not charge program fees.

Rental assistance. Under this interim
rule, rental assistance is an eligible cost
for permanent and transitional housing,
and this rule clarifies that the rental
assistance may be short-term, up to 3
months of rent; medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent. This

section provides that rental assistance
may include tenant-based, project-
based, or sponsor-based rental
assistance. This section also provides
that project-based rental assistance may
include rental assistance to preserve
existing permanent supportive housing
for homeless individuals and families.
Given that the availability of affordable
rental housing has been shown to be a
key factor in reducing homelessness, the
availability of funding for short-term,
medium-term, and long-term rental
assistance under both the Emergency
SolutlonsGrants program and the
Contlnuum of Care program is not
inefficient use of program funds, but
rather effeotive use of funding for an
activity that lowers the number of
homeless persons.
As noted in the above discussion of

rental housing available for funding
under the Continuum of Care pro~ram,
one eligible form of rental assistance is
tenant-based, which allows the program
participant to retain rental assistance for
another unit. The interim rule limits
this retention to within the Continuum
of Care boundaries. HUD has
determined that Continuum of Care
program funds must be used within the
Continuum's geographic boundaries. If
program participants move outside of
the Continuum, the Continuum may pay
moving costs, security deposits, and the
first month of rent for another unit;
however, the Contlnuum would have to
organize assistance with the relevant
Continuum of Care for the program
participant if rental assistance is to
continue. The program participant may
be transferred to a rental assistance
program in a different Continuum
without having to become homeless
again. The recipient may also limit the
movement of the assistance to a smaller
area If this is necessary to coordinate
service delivery.
Under this interim rule, the only

exception to the limitation for retention
oftenant-based rental assistance is for
program participants who are victims of
domestic violence, dating violence,
sexual assault, or stalking. Under the
definition of "tenant-based" in the
McKinney-Vento Act (section 401(28) of
the McKinney-Vento Act), these
participants must have complied with
all other obligations of the program and
reasonably believe that he or she is
imminently threatened by harm from
further violence if he or she remains in
the assisted dwelling unit.
In the interim rule, HUD has clarified

that the imminent threat of harm must
be from further domestic violence,
dating violence, sexual assault, or
stalking, which would include threats
from a third party, such as a friend or
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family member of the perpetrator of the
violence. HUD requires that the program
participant provide appropriate
documentation of the original incident
of domastic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of herm. Examples of appropriate
documentation ofthe original incident
of domestic violence', dating violence,
sexual assault, or stalking include
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcement records.
Documentation of reasonable belief of
further domestic violence, dating
violence, sexual essault, or stalking
includes written observation by the
housing or service provider; a letter or
other written documentation from a
victim service provider, social worker,
legal assistance provider, pastoral
counselor, mental health provider, or
other professional from whom the
victim has requested assistance; a
current restraining order, recent court
order, or other court records; or law
enforcement reports or records. The
housing or service provider may also
consider other dooumentatton such as
smalls, voiceinails, text messages, social
media posts. and other communication.
Because of the particular safety
concerns surrounding victims of
domestic violence, the interim rule
provides that acceptable evidence for
both the original violence and the
reasonable belief include an oral
statement. This oral statement does not
need to be verified, but it must be
documented by a written certification
by the individual or head of household.
This provision is specific to victims of

domestic violence, dating violence,
sexual assault, and stalking who are
receiving tenant-based rental assistance
in permanent housing. This interim rule
contains other policies for moving
program participants receiving any type
of assistance under this interim rule,
including tenant-based rental assistance,
within the Continuum of Cere
geographic area, or smaller geographic
area required by the provider to
coordinate service delivery. Moving
program participants outside of the
geographic area where providers can
coordinate service-delivery is
administratively difficult for providers
and makes it difficult to monitor that
program participants have access to, and
are receiving, appropriate supportive
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services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances. Hun has
ostablished these provisions to provide
an exception and to address the
challenges that are associated with such
amove.
Based on Hun's experience in

administering the Shelter Plus Care
program, the interim rule includes
provisions to clarify when rental
payments may continue to be made to
a landlord when the program
participant no longer resides in the unit.
For vacated units, the interim rule
provides that assistance may continue
for a maximum of 30 days from the end
of the month in which the unit was
vacated, unless the unit is occupied by
another eligible person. A person
staying in an institution for less than 90
days is not considered as having vacated
the unit. Finally, the recipient may use
grant funds, in an amount not to exceed
one month's rent, to pay for any damage
to housing due to the action of the
program participant, one-time, per
program participant, per unit. This
assistance can be provided only at the
time the program participant exits the
housing unit.

Supportive services. Grant funds may
be used to pay eligible costs of
supportive services for the special needs
of program partiCipants. All eligible
costs are eligible to the same extent for
program participants who are .
unaccompanied homeless youth:
persons living with Human
Immunodeficiency Virus (HIV)I
Acquired Immune Deficiency Syndrome
(AIDS)(HIV/AIDS)jand victims of
domestic violence, dating violence,
sexual assault, or stalking. Any cost that
is not described as an eligible cost under
this interim rule is not an eligible cost
of providing supportive services.
Eligible costs consist of assistence with
moving costs, case management, child
care, education services, employment
assistance and job training, housing
search and counseling services, legal
services, life skills training, mental
health services. outpatient health
services. outreach services, substance
abuse treatment services, transportation,
and utility deposits.
The deflnitfon of "supportive

services" in section 401(27) of the
McKinney-Vento Act includes the
provision of mental health services,
trauma counseling, and victim services.
HUDhas determined that victim
services are eligible as supportive
services, and are included as eligible
program costs in this interim rule.
Providers are allowed to provide

services specifically to victims of
domestic violence, dating violence,
sexual assault, and stalking. The eligible
costs for providing victim services are
listed as eligible costs in the supportive
services funding category. Rather than
create a new eligible line item in the
project budget, HUDhas determined
that these costs can be included in the
funding categorles alroady established.

Indirect costs. Indirect costs are
allowed as part of eligible program
costs. Programs using indirect cost
allocations must be consistent with
Office of Management and Budget
(OMB)Circulars A-87 and A-122, as
applicable. OMBCircular A-87 and the
regulations at 2 CFRpart 225 pertain to
"Cost Principles for State, Local, and
Indian Tribal Governments." OMB
Circular A-122 and the regulations
codified at 24 CFRpart 230 pertain to
"Cost Principles for Non-Profit
Organizations ."

Other costs. In addition to the eligible
costs described in this preamble, the
regulation addresses the following other
eligible costs: acquisition, rehabilitation,
new construction, operating costs,
HMIS, project administrative costs, and
relocation costs.
High-Performing Communities {Subpart
E}
Section 424 of the McKinney-Vento

Act establishes the authority for the
establishment of and requirements for
HPc.c;.Applications must be submitted
by the collaborative applicant at such
time and in such manner as HUDmay
require and contain such information as
HUD determines necessary under
§578.17(b).Applications will be posted
on the HUDWeb site (www.hud.gov) for
public comments. In addition to HUD's
review of the applications, interested
members of the public will be able to
provide comment to HUD regarding the
applications.

Requirements. The Continuum of Care
must use HMIS data (HUDwill publish
data standards and measurement
protocols) to determine that the
standards for qualifylng as a HPC are
met. An applicant must submit a report
showing how the Continuum of Care
program funds were expended in the
prior year. and provide information that
the Continuum meets the standards for
HPCs.

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that it
meets all of the required standards. The
interim rule clarifies which standards
will be measured with reliable date from
a Continuum's HMIS and which
standards will be measured through
reliable data from other sources and

ATTACHMENT ..~ ~ ..:...
PAGE ... J~.....OF ...~J. PAGES

presented in a narrative form or other
format prescribed by HUD.
Contmuums must use the HMIS to

demonstrate the following measures: (1)
That the mean length of homelessness
must be less than 20 days for the
Continuum's geographic area, or the
Continuum's mean length of episodes
for individuals and families in similar
circumstances was reduced by at least
10 p.ercent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year: and
(3) for Continuums of Care that served
homeless families with youth defined as
homeless under other federal statutes,
that 95 percent of those families did not
become homeless again within a 2-year
period following termination of
assistance and that 85 percent of those
families achieved independent living in
permanent housing for at least 2 years
following the termination of assistance.
The McKinney-Vento Act requires

that Hun set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
Hun recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of a HPC and being allowed
to spend funds in accordance with
§578.71. .
The final standard that the

Continuum must use its HMIS data to
demonstrate is provided under section
424(d)(4) of the Act. The statute requires
each homeless individual or family who
sought homeless assistance to be
included in the data system used by that
community. HUDhas defined this as
bed-coverage and service-volume
coverage rates of at least 80 percent. The
documentation that each homeless
individual or family who sought
homeless assistance be included In the
HMIS is not measurable by HUD. This
type of standard would be entirely
reliant upon self-reporting.
Additionally, individuals and families
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have the right to decline having their
data entered into the HMIS. HUDuses
bed-coverage rates and service-volume
coverage rates 8S 8 proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard, .
and HUn defines 'the calculation in the
HMlS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

from other sources and presented ina
narrative form or other format
prescribed by HUD to measure two
standards: Community action and
renewing HPC status. Section 424(d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action." This statutory
section provides that communities that
compose the geographic area must have
actively encouraged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
for determining compliance. HUDhas
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most of HUD's
measurements are across the entire
Continuum of Care geographicarea,
HUDhas further defined "actively
encourage" within this standard as a
comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geographic area. The measurement of
the last part of this standard, "each
homeless individual or family whu
sought homeless assistance services in
the data system used by that
community," will be measured using
reliable data from an HMlS and has
been discussed earlier in this preamble.
HUDhas determined this will provide
clarity and ensure consistent
measurement across Continuums.
The interim rule provides that a

Continuum of Care that was an HPC in
the prior year and used Continuum
funds for activities described under
§578.71 must demonstrate that these
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

Selection. HUDwill select up to 10
Continuums of Care each year that best
meet the application requirements and
the standards set forth in §578.65.
Consistent with section 424 of the
McKinney-Vento Act. the interim rule
provides a HPC designation for the

grants awarded in the same competition
in which the designation is applied for
and made. The designation will be for
a period of one year.

Eligible activities. Recipients and
subreclpients in Continuums that have
been designated an HPCmay use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in tho
Emergency Solutions Grants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
permanent housing. This is the only
time that Continuum of Cere funds may
be used to serve nonhomeless
individuals and families. Recipients and
subrecipients using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §578.7(a)(9)(v).
and the recordkeeplng requirements sot
for the Emergency Solutions Grants
program rule.
Program Requirements (Subpart F)
All recipients of Continuum of Care

funding must comply with the program
regulations and the requirements of the
NOFA issued annually by HUD. '

Matching. The HEARTHAct allows
for a new. simplified match
requirement. All eligible funding costs
except leasing must be matched with no
less than a 25 percent cash or in-kind
match. The interim rule clarifies that the
match must be provided for the entire
grant, except that recipients that are
UFAs or are the 801erecipient for the
Continuum may provide the match on a
Continuum-wide basis.
For in-kind match, the

governmentwide grant requirements of
HUD's regulations in 24 CFR84.23 (for
private nonprofit organizations) and
85.24 (for governments) apply. The
regulations in 24 CFRparts 84 and 85
establish uniform administrative
requirements for HUDgrants. The
requirements of 24 CFRpart 84 apply to
subrecipients that are private nonprofit
organizations. The requirements of 24
CFRpart 85 apply to the recipient and
subrecipients that are units of general
purpose local government. The match
requirement in 24 CFR84.23 and in 24
CFR85.24 applies to administration
funds, as well as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients
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in HPCs may use match on eligible
activities described under §578.71.

General operations. Recipients of
grant funds must provide housing or
services that comply with all applicable
State and local housing codes, licensing
requirements, and any other
requirements in the project's
jurisdiction. In addition, this interim
rule clarifies that recipients must abide
by housing quality standards and
suitable dwelling size. Recipients must
also assess supportive services on an
ongoing basis, have residential
supervision, and provide for
participation of homeless Indtvlduels as
required under section 426(g) of the
McKinney-Vento Act.

Specific request for comment. With
respect to housing quality standards,
HUD includes in this rule the
longstanding requirement from the
Shelter Plus Care program that
recipients or subrecipients, prior to
providing assistance on behalf of a
program participant. must physically
inspect each unit to assure that the unit
meets housing quality standards. This
requirement is designed to ensure that
program participants are placed in
housing that is suitable for living.
Additionally, these requirements are
consistent with HUD's physical
inspection requirements in its other
mainstream rental assistance programs.
Notwithstanding that this is a
longstanding requirement, HUD
welcomes comment on alternatives to
inspection of each unit that may be less
burdensome but ensure that the housing
provided to a program participant is
decent, safe, and sanitary.
Under Section 578.75, General

Operations. subsection (h), entitled
"Supportive Service Agreements,"
states that recipients and subrecipients
may require program participants to
take part in supportive services so long
as they are not disability-related
services, provided through the projoct as
a condition of continued participation
in the program. Examples of disability-
related services include, but are not
limited to. mental health services.
outpatient health services. and
provision of medication, which are
provided to a person with a disability to
address a condition caused by the
disability. '
This provision further states that if

the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services 88 a condition of
continued participation in the program.
For example, if a Continuum of Care
recipient operates a transitional housing
program with substance abuse treatment



45436 Federal Register/Vol. 77. No. 147/Tuesday, July 31. 2012/Rules and Regulations

services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she wlll
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must. however,
meet all terms and conditions of
tenancy, including lease requirements.
H, as a result of a person's behavior
stemming from substance use, a person
violates the terms of tho lease, a
reclpiant may consider requiring
participation in services or any other
action necessary in order for such a
person to successfully meet the
requirements oftenancy.
Finally, the interim rule clarifies that

in units where the qualifying member of
the household has died, or has been
incarcerated or institutionalized for
more than 90 days. assistance may
continue until the expiration of the
lease in effect at the time of the
qualifying member's death.
incarceration, or institutionalization.

Displacement, relocation, and
acquisition. All recipients must ensure
that they have taken all reasonable steps
to minimize the displacement of
persons as a result of projects assisted
under this part. This section of the
interim rule is substantially revised
from the previous programs to increase
clarity and comprehension of the
directions to recipients and
subrecipients in the use of 8I:antfunds.

Timeliness standards. Recipients
must initiate approved activities and
projects promptly. Recipients of funds
for rehabilitation and new construction
must begin construction activities
within 9 months of the signing of the
grant. and such activities must be
completed within 24 months. HOD is
providing these requirements to assist
communities In meeting the obligation
and expenditure deadline historically
imposed by the annual HUD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the original grant term.

Limitation on use offunds. Recipients
of funds provided under this part musl
abide by any limitations that apply to
the use of such funds, such as use of
funds for explicitly religious activities.
The limitation on use of funds also

addresses limitation on uses where
religious activities may be concerned. It
is HUD's position that faith-based
organizations are able to compete for

HUD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUD funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation. or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CFR5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUD
programs. (See, for example, 24 CFR
574.300(c), 24 CFR582.116(c), and 24
CFR583.150(b).) .
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith·Based and Community
Organizations. issued by President Bush
on December 12, 2002, and published in
the Federal Register on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymaking criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymalcing Criteria for
Partnerships With Faith-Based and
Other Neighborhood Organizations),
issued by President Obama on
November 17. 2010, and published in
the Federal Register on November 22,
2010 (75 FR 71319).
Executive Order 13559 expands on

the equal participation principles
.provided in Executive Order 13279 to
strengthen the capacity of faith-based
and other neighborhood organizations to
deliver services effectively and ensure
the equal treatment of program
beneficiaries. Executive Order 13559
reiterates a key principle underlying
participation of faith-based
organizations in federally funded
activities and that is that faltb-based
organizations be eligible to compete for
federal financial assistance used to
support social service programs and to
participate fully In social service
programs supported with federal
financial assistance without impairing
their independence, autonomy,
expression outside the programs in
question, or religious character.
With respect to program beneficieries,

the Executive Order states that
organizations, in providing services
supported in whole or in part with
federal financial assistance, and in their
outreach activities related to such
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services, should not be allowed to
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice. The Executive Order
directs that organizations that engage in
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards), separately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
of the social service program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses the term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective beneficiary of
a social service program supported by
federal fmancial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to an alternative provider.
Executive Order 13559 provides for

the establishment of an Interagency
Working Group on Faith-Based and
Other Neighborhood Partnerships
(Working Group) to review and evaluate
existing regulations, guidance
documents, and policies, and directs the
OMBto issue guidance to agencies on
uniform implementation following
receipt of the Working Group's report.
On April 27, 2012, the Working Group
issued its report, recommending a
model set of regulations and guidance
for agencies to adopt.1
HUD intends to wait for OMB

guidance before initiating any
rulemalcing directed to broader changes
to HUD's existing faith-based
regulations, to ensure consistency with
faith-based rogulations of other federal
agencies. However, HUD has revised its
regulatory provisions governing faith-
based activities to incorporate the
principles of Executive Order 13559
pertaining to equal treatment of program
beneficiaries and to adopt terminology,
such as "explicitly religious" and "overt

1The repcrt Is availableat: http://
1V\VW, wlillehouse.govlsites/dtifoult/files/uploadsl
finalfoilhbasedworkin88lOupreport. pdf
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raliglous content," that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive services,
Additionally, HUD is putting in place
through this rulemaking the provision of
Executive Order 13559 that directs the
referral to alternative providers.
Executive Order 13559 provides that if
a beneficiary or prospective beneficiary
of a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUDwill benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUD believes it can
immediately put in place. HUDmay,
following receipt of public comment
and furthor consideration of this issue,
revise how recipients and subreclpients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUDis requiring that any
objections and any referrals be
documented in accordance with the
recordkeeping provisions of §578.013.
This section of the interim rule also

contains limitations on the types of
eligible assistance that may not be
combined in a single structure or
housing unit. As the Continuum of Care
substantially increases the types of
assistance that may be combined in a
project from previous programs, HUD
has established standards in this section
to provide recipients with clarity about
the types of activities that may not be
cerried out in a single structure or
housing unit.

Termination of assistance. The
interim rule provides that a recipient
may terminate assistance to a
participant who violates program
requiraments or conditions of
occupancy. The recipient must provide
a formal process that recognizes the due
process oflaw. Recipients may resume
assistance to a participant whose
assistance has been terminated.
Recipients that are providing

permanent supportive housing for hard-
to-house populations of homeless
persons must exercise judgment and
examine all circumstances in
determining whether termination is
appropriate. Under this interim rule,
HUDhas determined that a participant's
assistance should be terminated only in
the most severe cases. HUD is carrying

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as well as its members and
subrecipients, are required to comply
with applicable civil rights laws.
Section 5'78.93,addressing
nondiscrimination and equal
opportunity requirements, is provided
to offer greater direction to recipients
and subrecipients on the use of grant
funds. Section 578.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 6.106(a) apply. rhls includes, but
is not limited to, the Fair Housing Act,
Title VI ofthe Civil Rights Act of 1964,
Section 504 of the Rehabilitation Act of
1973 (Section 504), and title Il of the
Americans with Disabilities Act.
Section 578.9a(b) explains when

recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with nondisabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA, HUDwill be considering
each recipient's proposals to provide
integrated housing to individuals with
disabilities.
There are certain situations in which

a recipient or subrecipient may limit
housing to a specific subpopulation, so
long as admission does not discriminate
against any protected class, as well as
instances where recipients or
subrecipients may limit admission or
provide a preference to certain
subpcpulatlons of homeless persons and
families who need the specialized
services provided in the housing. For
example, § 678.93(b)(2) states that the
housing may be limited to homeless
veterans, so long as admission is not
denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization, so long as
admission is not denied based on any
membership in a protected class.
Section 578.93(b)(3) states that

housing may be limited to families with
children.
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Sectlon 578.93(b)(1) states that, in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.
Further, §§578.93(b)(4) and (5) clearly

outline instances when sex offenders or
violent offenders may be excluded from
housing, and when projects providing
soberhousing may exclude persons.
RUD's Section 504 regulations permit

housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.93(b)(6) states that if the housing is
assisted with funds under a federal
program that is limited by federal
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulation.
Sectlon 578.93(0)(7) provides

clarification to recipients of funds under
this part as to when a project can limit
admission to a specific subpopulation of
homeless individuals and families based
on the service package offered in the
project. To help recipients better ,
understand these requirements, the
following paragraphs provide a detailed
explanation of the regulatory provision,
along with a few examples.
Section 578.93(b)(7) states that

recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§578.93(b)(7) further states that while
the housing may offer services for a
particular type of disability, no
otherwise eligible individual with a
disability, or family that includes an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability. Below
are general examples to offer guidance
on this subsection. Please note that
these examples are non exhaustive, but
emphasize that the proper focus is on
the services available as part of the
Continuum of Care project as opposed
to a person's category or subcategory of
disability. While these general
principles are offered to help clarify this



45438 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

section, a change in the factual scenario
may change the analysis.
One clarifying example is as follows.

A private, nonprofit organization or a
local government applies for and
receives a new grant under this part to
provide project-based rental assistance
and services, including case
management, intensive therapy
provided by a psychiatrist, and
medication management. The recipient
or subrecipient may establish a
preference for individuals who are
chronically homeless. When mling an
opening in the housing, the recipient or
subrecipient may target chronically
homeless individuals or families, but if
there are no such individuals or families
either on a waiting list or applying for
entrance to the program, the recipient or
subrecipient cannot deny occupancy to
individuals or families who apply for
entrance into the program and who may
benefit from the services provided;
When filling a vacancy in the housing,
the recipient or subrecipient, if
presented with two otherwise eligible
persons, one who is chronically
homeless and one who is not, may give
a preference to the chronically homeless
individual.
Bycomparison, §578.93(b)(6)

addresses situations where Continuum
of Care funds are combined with Hun
funding for housing that may be
restricted to a specific disability. For
example, if Continuum ofCare funds for
a specific project are combined with
construction or rehabilitation funding
for housing from the Housing
Opportunities for People With AIDS
program, the program may limit
eligibility for the project to persons with
mvIAIDSand their families. An
individual or a family that includes an
individual with a disability may be
denied occupancy ifthe individual or at
least one member of the family does not
have HIV/AIDS. .
In another example, a private,

nonprofit organization applies for and
receives Continuum of Care funds from
a local governmental entity to
rehabilitate a five-unit building, and
provides serviCes'including assistance
with daily living and mental health
services. While the nonprofit
organization intends to target and
advertise the project as offering services
for persons with developmental
disabilities, an individual with a severe
psychiatric disability who does not have
a developmental disability but who can
benefit from these services cannot be
denied. .
Section 578.93(e) incorporates the

"preventing involuntary family
separation" requirement set forth in
Section 404 ofthe McKinney-Veto Act

into this interim rule. This provision
clarifies, especially for projects where
the current policy is to deny the
admittance of a boy under the age of 18,
that denying admittance to a project
based on age and gender is no longer
permissible. Hun encourages
Continuums of Care to use their
centralized or coordinated assessment
systems to find appropriate shelter or
housing for families with male children
under the age of 18.

Specific request for comment. HUD
specifically seeks comments from
Continuum of Care-funded recipients on
this requirement. HUD invites
comments about the difficulty that
recipients are going to experience, if
any, in implementing this requirement.
In addition to comments about the
difficulties, Hun invites communities
that have already implemented this
requirement locally to describe their
methods for use in Hun's technical
assistance materials and for posting on
the Hun Homeless Resource Exchange.

Other standards. In addition to the
program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federal laws,
conflicts of interest standards, and
standards for identifying uses of
pro8!'am income.
Additionally, recipients are required

to follow other federal requirements
contained in this interim rule under
§578.99. These include compliance
with such federal requirements as the
Coastal Barriers Resources Act, OMB
Circulars, Hun's Lead-Based Paint
regulations, and audit requirements.
The wording of these requirements has
been substantially revised from previous
programs, with the objective being to
increase clarity and comprehension of
the directions to recipients and
subrecipients in the use of grant funds.
Administration [Subpar: G)

Technical assistanoe. The purpose of
technical assistance under the
Continuum of Care program is to
increase the effectiveness with which
Continuums of Care, eligible applicants,
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
the capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this Interim rule,
technical assistance means the transfer
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of skills and knowledge to entities that
may need, but do not possess, such
skills and knowledge. The assistance
may include written information, such
as papers, manuals, guides, and
brochures; person-to-person exchanges:
and training and related costs.
Therefore, as needed, HUDmay

advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. Hun may also enter into
agreements with other federal agencies
when awarding technical assistance
funds.

Recordkeeplng requirements. Grant
recipients under the Supportive
Housing Program and the Shelter Plus
Care program have always been required
to show compliance with regulations
through appropriate records. However,
the existing regulations are not specific
about the records to be maintained. The
interim rule for the Continuum of Care
program elaborates upon the
recordkeeping requirements to provide
sufficient notice and clarify the
documentation that HUD requires for
assessing compliance with the program
requirements. The recordkeeping
requirements for documenting homeless
status were published in the December
5, 2011, Defining Homeless final rule.
Because these recordkeeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on those
requirements. Additionally,
recordkeeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and these requirements
can be found in § 576.500(c) of the
Bmergeney Solutions Grants progrem
interim rule published on December 5,
2011; Because the documentation
requirements pertaining to "at risk of
homelessnoss" were already subject to a
60-day public comment period, HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOMEInvestment Partnerships Program
(24 CFR92.508) and other Hun
regulations.
Included along with these changes are

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements.
Most significantly, to protect the safety
and privacy of all program participants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The MCKinney-Vento Act
requires only procedures to ensure the
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confldentialtty of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

Grant and project changes. The
interim role provides that recipients of
grants may not make any significant
changes to use of grant funds without
prior HUDapproval, evidenced by a
grant amendment signed by HOD and
the recipient. The interim rule provides
separate standards for determining
when a grant amendment is required for
Continuums having only one recipient,
including UFAs, and Continuums
having more than one recipient.
Additionally, the interim rule provides
contingencies that must be met before
HODwill approve the grant
amendment. These contingencies are
necessary to ensurethat recipients meet
the capacity requirements established in
the NOFA and to ensure thateUgible
persons within the geographic area are
better served and, since the Continuum
of Care program is a competitive
program, that the priorities established
under the NOFA continue to be met.
Any changes to an approved grant or
project that do not require a grant
amendment, as set forth in this section,
must be fully documented in the
recipient's or subrecipient's records.

Sancuon«. The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and subrecipients of
Continuum of Care funds. These
revisions draw from the requirements at
24 CFR 85.43 and other HOD program
regulations.

Close·out. The interim rule provides
that grants must be closed out at the end
of their grant term ifrecipients arenot
seeking renewal. Section 578.109 oftbis
interim rule specifies the actions that
must be taken after the closeout,
including grantee submission of
financial, final performance, or other
reports required by HUDwithin 90 days
of the end of the grant term. Any unused
funds must be deobligated and returned
toHUD.

The interim rule stipulates, for grants
seeking renewal, that failure to submit
final performance reports, or other
reports required by HOD within 90
days, may cause renewal funds to be
withdrawn and grant funds expended
on the renewal grent to be repaid.

III. Regulations for HUD Homel88fl
AIIsistance Programs Existing PrIor to
Enactment ofHEARm Act

Because grants are sUlI being
administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFR parts 582, and
583, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more,or very few,
grants remain under these programs,
HUD will remove the regulations in
these parts by a separate rule (if no
grants exist) or will replace them with
a savings clause, which will continue to
govern grant agreements axecuted prior
to the effective date of the HEARTHAct
regulations.
IV. Conforming Regulations

In addition to establishing the new
regulations for the Continuum of Care
program, HOD Is amending the
followIng regulations, which reference
the Shelter Plus Care Program and the
Supportive Housing Program, to Include
reference to the Continuum of Care
program. These regulations are the
regulations pertaining to: (1) Family
Income and Family Payment;
Occupancy Requirements for Section 8
and Public Housing, Other HOD·

. Assisted Housing Serving Persons with
Disabilities, and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFRpart 5, suhpart F, specifically,
§5.601 (Purpose and Applicability),
paragraphs (d) and (e) ofthis section;
§5.603 (Definitions), specifically the
definition of "Responsible Entity;"
§5.617 (Self·Sufficiency Incentives for
Persons with Disabilities-Disallowance
of Increase in Annual Income),
paragraph (a) oftbis seetlon; (2)
Environmental Review Responsibilities
for Entities Assuming HOD
Environmental Responsibilities, the
regulations for which are in 24 CFR part
58, specifically §58.1 (Purpose and
Applicability), paragraph (b)(3) of this
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the
regulations for which are in 24 CFR part
91, specifically, §91.2 (Applicability),
paragraph (b) of this section.
V. Justification for Interim Rulemaking

In accordance with its regulations on
rulemaking at 24 CFR part 10, HUD
generally publishes its rules for advance
public comment.s Notice and public

>The Administrative Procedure Act (5 U.S.c.
Subchapter 11)(MA), which governs federal
rulemaklng, provides In section 553(a) that mailers
Involving a military or foreign offum function of the
United Slalas or a mailer relating to federal agency

i\TTACHMENT ••••••C .
PAGE ••.J!J..... OF .~••~1:,~PAGES

procedures may be omitted, however, if
HOD determines that. in a particular
case or class of cases, notice and public
comment procedure are "impracticable,
unnecessary, or contrary to the public
interest." (See 24 CFR 10.1.)

In this case, HOD has determined that
it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 {Pub.L. 112-
55, approved November 18, 2011}(FY
2012 Appropriations Act). The FY 2012
Appropriations Act, under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HOD
programs, received a reduction in
funding in the FY 2012 Appropriations
Act, Congress increased funding for
HOD's homeless assistance grants,
including the Continuum of Care
program. Additionally, the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part, as follows:
"The conferees express concern that
HOD continued to implement pre-
HEARTH grant programs in FY 2011,
due to a lack of regulations. The
conferees direct HUD to publish at least
interim guidelines for the Emergency
Solutions Grants and Continuum of Care
programs this fiscal ,year and to
implement the new grant programs as
soon as possible so that the updated
policies and practices in HEARTHcan
begin to govern the delivery of homeless
assistance funding." (See Conf. Rpt. at
page 319. Emphasis added.) Given this
congressional direction, HUD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having interim regulations
in place will allow HUD to move
forward in making FY 2012 funds
available to grantees, and avoid a
significant delay that would result from
issuance, firpt, of a proposed rule. As

manogement or personnel or to public property.
108118. grants, benefits, or contracts are exempt hom
the advance notice and public comment
roqulrement of sections 553(b) and (e) of the APA.
In Its regulations In 24 CFR 10.1, HUD has waived
the exemption for advance notice and public
comment for malters that relate to public property,
10UDS, grants, benefits, or contracts, and has
committed to undertake notice and comment
rulemaldng for these matters.

o Although HUD's regulation in 24 CFR 10.1
provlde that HUD will invclve public participation
In Its rulemaklng, this regulation also provides that
notice and public procedure wlll be omitted If HUD
detennlnes In a particular case or class of cases that
notice and public procedure ata Impracticable,
unnecessary. or contrary to the public interest.
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has been discussed in this preamble, the
foundation for the Continuum of Care
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Care Homeless Assistance
Grants Competition program, which
HUDhas funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUD provided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program. The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program.
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
HUDis contemplating in its regulations
in 24 CPRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012.
'For the reasons stated above, HUD is

issuing this rule to take immediate
effect, but welcomes all comments on
this interim rule and all comments will
be taken into consideration in the
development of the final rule.
VI. Findings and Certifications
Regulatory Review-Executive Orders
12866 and 13563
Under Executive Order 12866

(Regulatory Planning and Review), a
determination must be made whether a
regulatory action is significant and,
therefore, subject to review by the Office
of Management and Budget (OMB)in
accordance with the requirements of the
order. Executive Order 13563
(Improving Regulations and Regulatory
Review) directs executive agencies to
analyze regulations that are "outmoded,
ineffective, insufficient, or excessively
burdensome, and to modify, streamline,
expand, or repeal them in accordance
with what has been learned." Executive
Order 13563 also directs that, where
relevant, feasible, and consistent with
regulatory objectives, and to the extent
permitted by law, agencies are to
identify and consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public. This rule was
determined to be a "significant
regulatory action,' as defined in section
3(f) of Executive Order 12866 (altbough
not an economically significant

regulatory action, as providod under
section 3(£)(1)of the Executive Order).
As has been discussed in this

preamble, this interim rule establishes
the regulations for the Continuum of
Care program, which is the HEARTH
Act's codification ofHUD's long-
standing Continuum of Care planning
process. The HEARTHAct not only
codified in law the planning system
known as Continuum of Care, but
consolidated the three existing
competitive homeless assistance grant
programs (Supportive Housing, Shelter
Plus Care, and Single Room Occupancy)
into the single grant program known as
the Continuum of Care program. As
discussed in the preceding section of
the preamble, HOD funded these three
programs for more than 10 years
through a NOFA, which was titled the
Continuum of Care Homeless Assistance
Grants Competition Program. However,
the funding of the three competitive
grant programs, although done through
a single NOFA, delineated the different
statutes and regulations that governed
eachof the three programs (see, for
example, HUD's 2008 Continuum of
Care NOFA at 73 FR 398450,
specifically page 39845). In
consolidating these three competitive
programs into 8 single grant program,
the HEARTHAct achieves the
administrative efficiency that HUD
strived to achieve to the extent possible,
through its administrative establishment
of the Continuum of Care planning
process. To the extent permitted by the
HEARTHAct and where feasible, the
regulations build-in flexibility for
grantees, based on experience in
administering the Continuum of Care
program to date. Given the transition
from administrative operation of the
Continuum of Care program to statutory
operation of the Continuum of Care
program, this interim rule would also
have no discernible impact upon the
economy.
The docket file is available for public

inspection in the Regulations Division,
Office ofthe General Counsel, Room
10276,451 7th Street SW.,Washington.
DC20410-0500. Due to security
measures at the HODHeadquarters
building. please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-8339.
Environmental Impact
A Finding of No Significant Impact

(FONSI)with respect to the
environment has been made in
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accordance with HUD regulations at 24
CPRpart 50, which implement section
102(2)(C)of the National Environmental
Policy Act of 1969 (42 U.S.C.
4332(2)(C)). The Finding of No
Significant Impact is available for public
inspection between the hours of 8 a.m.
and 5 p.m. weekdays in the Regulations
Division, Office of General Counsel,
Department of Housing and Urban
Development, 451 7th Street SW" Room
10276, Washington, DC 20410-0500. '
Due to security measures at the HUD
Headquarters building, please schedule
an appointment to review the FONSIby
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service.at·800-877-8339.
Unfunded Mandates Reform Act
The Unfunded Mandates Reform Act

of 1995 (2 U.S.C. 1531-1538) (UMRA)
establishes requirements for federal
agencies to assess the effects of their
regulatory actions on State, local, and
tribal governments and on the private
sector. This interim rule does not
impose a federal mandate on any State,
local, or tribal government, or on the
privata sector, within the meaning of
UMRA.
Regulatory Flexibility Act
The Regulatory Flexibility Act (5

U.S.C. 601 at seq.) generally requires an
agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemaking
requirements, unless the agency certifies
that the rule will not have a significant
economic impact on a substantial
number of small entities. This rule
solely addresses the allocation and use
of grant funds under the new
McKinney-Vento Act homeless
assistance programs, as consolidated
and amended by the HEARTHAct. As
discussed in the preamble, the majority
of the regulatory provisions proposed by
this rule track the regulatory provisions
ofthe Continuum of Care program, with
which prospective recipients of the
Supportive Housing programand the
Shelter Plus Care program ore familiar.
Accordingly, the program requirements
should raise minimal issues because
applicants and grantees are familiar
with these requirements, and in
response to HUD's solicitations to them
.on the burden of the requirements for
the Supportive Housing program and
the Shelter Plus care program. grantees
have not advised that such requirements
are burdensome. Therefore, HOD has
determined that this rule would not



Federal Register/Vol. 77, No. 147/Tuesday, July 31. 2012/Rules and Regulations 45441

have a significant economic impact on
a substantial number of small entities.
Notwiths\anding HUD's

determination that this rule will not
have a significant effect on a substantial
number of small entities, HUD
specifically invites comments regarding
any less burdensome alternatives to this
rule that will meet HUD's objectives as
described in this preamble.
Executive Order 131~2, Federalism
Executive Order 13132 (entitled

"Federalism") prohibits an agency from
publishing any rule that has federalism
implications if the rule either imposes

substantial direct compliance costs on
State and local governments and is not
required by statute, or the rule preempts
State law. unless the agency meets the
consultation and funding requirements
of section 6 of the Executive Order. This
final rule does not have federalism
implications and does not impose
substantial direct compliance costs on
State and local governments nor
preempts State law within the meaning
of the Executive Order.
Paperwork Reduction Act
The information collection

requirements contained in this interim

REPORTING AND RECORDKEEPING BURDEN

rule have been submitted to the Office
ofManagement and Budget (OMB)
under the Paperwork Reduction Act of
1995 (44 U.S.C. 3501-3520).1n
accordance with the Paperwork
Reduction Act, an agency may not
conduct or sponsor, and a person is not
required to respond to, a collection of
information, unless the collection
displays a currently valid OMBcontrol
number.
The burden of the information

collections in this interim rule is
estimated as follows:

Information coUecUon TOtal annual
hours

§ 578.5(a) Establishing the C~C ....••....................•......•...•.•..
§ 578.5(b) Establishing the Board ...........•....•.••.•..••.•...•........
§578.7(a)(1) Hold CoC Meetings •...•.....•..•....•.•.................•.
§578.7(a)(2) Invitation for New Members •.................•......•.
§578.7(a)(4) Appoint commltteee •..•••....••...•.•..••.••••............•
§578.7(a)(5) Governance charter ........•.•..•.................••••.••..
§678.7(a)(6) and (7) Monitor performance and evaluation
§578.7(a)(8) Centralized or coordinated assessment sys-
tem ..•.••..••....•.........•....•.••....••..••.••............••............•...........

§578.7(a)(9) Written standards ..........••..••..•••...........•........•.
§578.7(b) Designate HMIS .••.•...•...•...•...............••......•....•.•.•
§ 578.9 Appllcatlt;)n for funds .................••............................
§578.11 (c) Develop COC plan ..•....••....•.•..•..........•...............
§578.21(c) Satisfying conditions ..•..•...........•........••.............
§ 578.23 Executing grant agreements •.............•••..............•.
§576.35(b) Appeal--solo •..........•..•.•......•.•..•..••.................•••
§578.35(c) Appea~nled or decreased funding ........•....
§578.35(d) Appeal-competing COC •...•.••...••......•.•.. ,•...•..••
§578.35(e) Appeal-Con80lldated Plan cartlftcatlon .
§ 578.49(a)-Leaslng excepUons .......•...••.....•..•.....•..•.••••.•...
§578.65 HPC Standards •.•••.....•.••.••..•......•...•..•....•..............
§ 578.75(a)(I) State and local requlrements--approprlate
service provision •..•.........•..••..•......•........•••..•.......•...•..•......

§578.75(a)(I) Slate and local requlremenls-houslng
codes ••.•..•......•...••..••..•••........•.•..•....•........••••••..••..••......•..•.

§578.76(b) Housing quaHty standards •...•....•..•.....•.....•..•••..
§578.76(b) Suitable dwelling size ..........................••...•••..••.
§578.75(c) Meals .....•.•....•..•••......•.....••.••••••....•....•.....•..•.......
§578.75(e) Ongolngassesement of supportive services ....
§ 578.75(f) Residential supervision ..........••••..•..••...•.....•..••...
§578.76(g) ParUclpation of-homeless Individuals .
§578.75(h) Supportive service agreements .
§ 678.77(a) Signed leases/occupancy agreements .
§578.77(b) Calculating occupancy charges ..•..•..................
§578.77(c) Calculating rent ..•..•.........••......•••..•....................
§ 578.81 (a) Uee restllctlon ..••,•••.•..•.•...............••......•.........•..
§578.91(a) Termlnallon of assistance ..•..............................
§578.91 (b) Due process for termination of assistance ......•
§ 578.95(d)-Confllcl-of-lnterest exceptions •.......•....••......•..
§578.103(a)(3) Documenting homelessness •..•........•..•......
§578.103(a)(4) Documenting at risk of homelessness •......
§ 578.1 03(8)(5) Documenting Imminent threat of harm .
§ 578.1 03(a)(7) Documenting program participant records
§ 578.103(a)(7) Documenting case management ..•...••.......
§678.103(a)(13) DocumenUng falth-based aatlvltles ..••....•.
§678.103(b) Confidentiality procedures ..............••.......•....•.
§ 578.105(a) GrantlproJeat changes-UFAs ..•.....................
§578.105(b) GrantlproJect Changes-mUltiple project appli-
cants ......................•............•••....•.............•......••.....•..........

Nljmber of
respondents

450
450
450

~
460
450

450
450
460
450
450

8,000
8,000

10
15
10
5
5

20

7,000

20
72,800
72,800
70,720
8,000
6,600
11,500
3,000

104,000
1,840
2,000

20
400

4,500
10

300,000
10,000

200
350,000

8,000
8,000
11,500

20

800

Response
frequency
(average)

1
1
2
1
2
1
4

1
1
1
1
1
1
1
1
1
1
1
1
1

1

1
2
2
1
1
3
1

100
2

200
200
1
1
1
1
1
1
1
6
12
1
1
2

1

Tolal annual
responses

450
450
900
450
900
450
450

450
450
450
450
450

8,000
8,000

10
16
10
5
5

20

7,000

20
145,600
145,800
70,720
8,000

19,800
11,500
30,000

208,000
368,000
400,000

20
400

4,500
10

300,000
10,000

200
2,100,000

96,000
8,000

11,500
40

800

Burden hours
per response

8.0
5.0
4.0
1.0
0.5
7.0
9.0

8.0
5.0

10.0
180.0
9.0
4.0
1.0
4.0
1.0
5.0
2.0
1.5

10.0

0.5

3.0
1.0

0.08
0.5
1.5

0.75
1.0
0.5
1.0

0.75
0.75
0.5

4.00
3.0
3.0

0.25
0.25
0.6

0.25
1.0
1.0
1.0
2.0

2.0

3,800
2,250
3,600
450
450

3.150
4,050

3,600
2,250
4,500

81,000
4,050

32,000
8,000

40
15
50
10
7.5
200

3,500

60
145,600
11,648
35,360
12,000
14,850
11,500
15,000

208,000
276,000 .
300,000

10
1,600

13,500
30

75,000
2,500
100

525,000
96,000
8,000
11,500

80

1.800
Total •...............•••...........................•..............•..........•.....
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1,921,710.6
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In accordance with 5 CFR
1320.8(d)(1}, HUD is soliciting
comments from members of the public
and affected agencies concerning this
collection of information to:
(1) Evaluate whether the proposed

collection of information is necessary
. for the proper performance of the
functions HUD, including whether the
information will have practical utility;
(2) Evaluate the accuracy of HUD's

estimate of the burden of the proposed
collection of information;
(3) Enhance the quality, utility, and

clarity of the information to be
collected; and
(4) Minimize the burden of the

collection of information on those who
are to respond, including through the
use of appropriate automated collection
techniques or other forms of information
technology; B.g., permitting electronic
submission of responses.
Interested persons are invited to

submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposal by name and docket number
(FR-5476-I-01) and be sent to: HUD
Desk Officer, Office of Management and
Budget, New Executive Office Building,
Washington, DC'~0503, Fax: (202) 395-
6947, and Reports Liaison Officer.
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing and Urban
Development, 451 Seventh Street SW.,
Room 7233, Washington, DC 20410-
7000.
Interested persons may submit

comments regarding the information
collection requirements electronically
through the Federal eRulemaking Portal
at http://www.reguJations.gov. HUD
strongly encourages commenters to
submit comments electronically.
Electronic submission of comments
allows the commenter maximum time to
prepare and submit a comment, ensures
timely receipt by HUD, and enables
HUD to make them immediately
available to the public. Comments
submitted electronically through the
http://www.reguJations.govWeb site can
be viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

List of Subjects in 24 CFR Part 578

Community facilities, Continuum of
Care, Emergency solutions grants, Grant
programs-housing and community
development! Grant program-social
programs, Homeless, Rural housing,
Reporting and record keeping
requirements, Supportive housing

programs- housing and community
development, Supportive services.
Accordingly, for the reasone described

in the preamble, HUD adds part 578 to
subchapter C of chapter V of subtitle B
of 24 CFR to read as follows:

PART 578-CONTINUUM OF CARE
PROGRAM

Subpart A-General Provisions
Sec.
576.1 Purpose and scope.
576.3 Definitions.
Subpart B-Eatabllshlng and Operating a
Continuum of Care
576,5 Establishing the Continuum of Care.
578.7 Responsibilities of the Continuum of

Care.
578.9 Preparing an application for funds.
578.11 Unified Funding Agency.
578.13 Remedial action.
Subpart C-Appllcatlon and Grant Award
Process
578.15 Eligible applicants.
578.17 Overview of.application and grant

award process.
578.19 Application process.
578.21 Awarding funds.
578.23 Executing grant agreements.
578.25 Site control.
578.27 Consolidated plan.
578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals,
578.35 Appeal.
Subpart D-Program Components and
EligIble eosts
578.37 Program components and uses of

assistance.
578.39 Continuum of Care planning

activities.
578.41 Unified Funding Agency costs.
578.43 Acquisition.
578.45 Rehabilitation.
578.47 New construction,
578.49 Leasing,
578.51 Rental assistance,
578.53 Supportive services.
578.55 Operating costs.
678.57 Homeless Managemant Information

System.
578.59 Project administrative costs.
578.61 Relocation costs.
578.63 Indirect costs.
Subpart E-Hlgh·Performlng Communities
578.65 Standards.
578.67 Publication of application.
578.69 Cooperation among entities.
578.71 HPC·eligiblo activities.
Subpart F-Program Requirements
578.73 Metching requirements.
578.76 General operations.
578.77 Calculating occupancy charges and

rent.
578.79 Limitation on transitional housing.
578.81 Term of commitment, repayment of

grants, and prevention of undue benefits,
578.83 Displacement, relocation, and

.acquisition.
578,85 Timeliness standards.
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578.87 . Limitation on use of funds.
578.89 Limitation on use of grant funds to

serve persons defined as homeless under
other fedemllaws.

578.91 Termination of assistance to
program participants.

578.93 Fair Housing and Equal
Opportunity.

578.95 Conflicts of interest.
578.97 Program income.
578.99 Applicability of other federal

requirements.
Subpart G-Grant Administration
578.101 Technical assistance.
578,103 Recordkeeping requirements.
578.105 Grant and project changes.
578,107 Sanctions.
578,109 Closeout.
Authority: 42 U.S.C. 11371 f1l seq., 42

U.S.C, 3535(d).

Subpart A-General Provisions
§678.1 purpose and leope,
(a) The Continuum of Care program is

authorized by subtitle C or title IV ofthe
McKinney·Vento Homeless Assistance
Act (42 U.S.C. 11381-11389).
(b) The program is designed to:
(1) Promote communitywide

commitment to the goal of ending
homelessness;
(2) Provide funding for efforts by

nonprofit providers, States, and local
governments to quickly rehouse
homeless individuals [including
unaccompanied youth) and families,
while minimizing the trauma and
dislocation caused to homeless
individuals, families. and communities
by homelessness; .
(3) Promote access to and effe(;tive

utilization of mainstream programs by
homeless individuals and families; and
(4) Optimize self-suffieianey among

Individuals end families experiencing
homolessness. '

§678.3 Definitions.
As used in this part:
Act means the McKinney-Vento

Homeless Assistance Act as amended
(42 U.S.C. 11371 et seq.).

Annual renewal amount means the
amount that a grant can be awarded on
an annual basis when renewed. It
includes funds only for those eligible
activities (operating, supportive
services, leasing, rental assistance,
HMIS, and administration) that were
funded in the original grant (or the
original grant as amended), less the
unrenewable activities (acquisition, new
construction, rehabilitation. and any
administrative costs related to these
activities).

Applicant means an eligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.
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At risk of homelessness. (1) An
individual or family who:
(I) Has an annual income below 30

percent of median family income for the
area, as determined by HUD;
(ii) Does not have sufficient resources

or support networks, e.g., family,
friends, faith-based or other social .
networks, immediately available to
prevent them from moving to an
emergency shelter or another place
described in paragraph (1) ofthe
"Homeless" definition in this section;
and
(iii) Moets one of the following

conditions:
(A) Has moved because of economic

reasons two or more times during the 60
days immediately preceding the
application for homelessnass prevention
assistance;
(B) Is living in the home of another

because of economic hardshi:p;
(C) Has been notified in wrIting that

their right to occupy their current
housing or living situation will be
terminated within 21 days ofthe date of
application for assistance;
(D) Lives in a hotel or motel and the

cost of the hotel or motel stay is not. paid
by charitable organizations or by
federal, State. or local government
pr~~rams for low- income individuals;
tEJ Lives in a single-room occupancy

or efficiency apartment unit in which
there reside more than two persons, or
lives in a larger housing unit in which
there reside more than 1.5 people per
room, as defined by the U.S. Census
BUreau;
(F) Is exiting a publicly funded

institution, or system of care (such as a
health-care facility, a mental health
facility, foster care or other youth
facility, or correction program or
institution); or

(G) Otherwise lives in housing that
has characteristics associated with
instability and an increased risk of
homelessness, as identified in the
recipient's approved consolidated plan;
(2J A child or youth who does not

qualify as "homeless" under this
section, but qualifies as "homeless"
under secUon 387(3) ofthe Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3», section 637(11) of the Head
Start Act (42 U.S.C. 9832(11)), sectlon
41403(6) ofthe Violence Against
Women Act of 1994 (42 U.S.C. 140430-
2(6», section 330(h)(5)(A) of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A», section 3(m) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m», or section 17(b)(15) of the
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15»; or
(3) A child or youth who does not

qualify as "homeless" under this

section, but qualifies as "homeless"
under section 725(2) of the McKinney-
Vento Homeless Assistance Act (42
U.S.C. 11434a(2)), and the parent(s) or
guardian(s) ofthat child or youth if
living with har or him.

Centralized or coordinated
assessment system means a centralized
or coordinated process designed to
coordinate program participant intake
assessment and provision of referrals. A
centralized or coordinated assessment
system covers the geographic area, is
easily accessed by individuals and
families seeking housing or services, is
well advertized, and includes Q

comprehensive and standardized
assessment tool.

Ghronically homeless. (1) An
individual who:
(i) Is homeless and lives in a place not

meant for human habitation, a: safe
haven, or in an emergency shelter; and
(li) Has been homeless and living or

residing in a place not meant for human
habitation, a safe haven, or in an
emergency shelter continuously for at
least one year or on at least four separate
occasions in the last 3 years; and
(iii) Can be diagnosed with one or

more of the following conditions:
substance use dIsorder, serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance
Bill of Rights Act of 2000 (42 U.S.c.
15002», poet-traumatic stress disorder,
cognitive impairments resulting from
brain injury, or chronic physical illness
or disability;
(2) An individual who has been

residing in an institutional care facility,
including a jail. substance abuse or
mental health treatment facility,
hospital. or other similar facility, for
fewer than 90 days and met all of the
criteria in paragraph (1) of this
definition, before entering that facility;
or
(3) A family with an adult head of

household (or if there is no adult in the
family, a minor head of household) who
meets all of the criteria in paragraph (1)
of this definition, including a family
whose composition has fluctuated while
. the head of household has been
homeless.

CollaboraUveapplJcant means the
eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds under this part on behalf
ofthe Continuum.

Coneolidoted plan means the HUD-
approved plan developed in accordance
with 24 CFR 91.

Continuum of Care and Continuum
means the group organized to carry out
the responsibilities required under this
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part and that is composed of
representatives of organizations,
including nonprofit homeless providers.
victim service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons to the extent these groups are
represented within the geographic area
and are available to participate.

Developmental disability means, as
defined in section 102 of the
Developmental Disabilities Assistance
and Bill of Rights Act of 2000 (42 U.S.C.
15002):
(1) A severe, chronic disability of an

individual tbat-
(1) Is attributable to a mental or

physical impairment or combination of
mental and physical Impairments;
(Ii) Is manifested before the individual

attains age 22;
(iii) Is likely to continue indefinitely;
(ivl Results in substantial functional

limitations in three or more of the
following areas of major life activity:
(A) Self-care;
(B) Receptive and expressive

language;
(Cl Learning;
(D) Mobility;
(E) Self-direction:
(F) Capacity for independent living;
(G) Economic self-sufficiency.
(v) Reflects the individual's need for

a combination and sequence of special,
interdisciplinary, or generic services.
individualized supports, or otber forms
of assistance that are of lifelong or
extended duration and are individually
planned and coordinated. .
(2) An individual from birth to age 9.

inclusive, who has a substantial
developmental delay or specific
congenital or acquired condition, may
be considered to have a developmental
disability without meeting three or more
ofthe criteria described in paragraphs
(l)(i) through (v) of the definition of
"developmental disability" in this
section if the individual, without
services and supports. has a high
probability of meeting these criteria
later in life.

EligibJeapplicant means a private
nonprofit organisatlon, State, local
government, or instrumentality of State
and local government.

Emergency shelter is defined in 24
CFR part 576.

Emergency Solutions Grants (ESG)
means the grants provided under 24
CFR part 576.
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Fair Market Rent (FMR) means the
Fair Market Rents published in the
Federal Register annually by HUD.

High-performing community (HPC)
means a Continuum of Care that meets
the standards in subpart E of this part
and has been designated as a high-
performing community by HUD.

Homeless means:
(1) An individual or family who lacks

a fixed, regular, and adequate nighttime
residence, meaning:
(I) An individual or family with a

primary nighttime residence that is a
public or private place not designed for
or ordinarily used as a regular sleeping
accommodation for human beings,
including a car, park, abandoned
building, bus or train station, airport, or
camping ground;
(ii) An individual or family living in

a supervised publicly or privately
operated shelter designated to provide
temporary living arrangements
(including congregate shelters,
transitional housing, 8J1dhotels and
motels paid for by charitable
organizations or by federal. State, or
local government programs for low-
income individuals); or
(iii) An individual who is exiting an

institution where he or she resided for
90 days or,less and who resided in an
emergency shelter or place not meant
for human habitation immediately
before entering that institution;
(2) An individual or family who will

imminently lose their primary nighttime
residence, provided that:
(i) The primary nighttime residence

will be lost within 14 days of the date
of application for homeless assistance;
[ii] No subsequent residence has been

identified; and
(iii) The individual or family lacks the

resources or support networks, e.g.,
family, friends, faith-based or other
social networks, needed to obtain other
permanent housing;
(3) Unaccompanied youth under 25

years of age, or families with children
and youth, who do not otherwise
qualify as homeless under this
definition, but who:

(1) Are defined as homeless under
section 387 of the Runaway and
Homeless Youth Act (42 U.S.C. 5732a),
section 637 of the Head Start Act (42
U.S.C. 9832), section 41403 of the
Violence Against Women Act of 1994
(42 U.S.e. 14043e-2), section 330(h) of
the Public Health Service Act (42 U.S.C.
254b(h», section 3 of the Food and
Nutrition Act of 2008 (7 U.S.e. 2012),
section 17(b) ofthe Child Nutrition Act
of 1966 (42 U.S.C. 1786(b)), or section
725 of the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11434a);

(Ii) Have not had a lease, ownership
interest, or occupancy agreement in
permanent housing at any time during
the 60 days immediately preceding the
date of application for homeless
assIstance;
(iii) Have experienced persistent

instability as measured by two moves or
more during the 60-day period
immediately preceding the date of
applying for homeless assistance; and
(tv) Can be expected to continue in

such status for an extended period of
time because of chronic disabilities;
chronic physical health or mental health
conditions; substance addiction;
histories of domestic violence or
childhood abuse (including neglect); the
presence of a child or youth with a
disability; or two or more barriers to
omployment, which include the lack of
a high school degree or General
Education Development (GED),
illiteracy. low English proficiency, a
history of incarceration or detention for
criminal activity, and a history of
unstable emillorment; or
(4) Any Individual or family who:
(i) Is fleeing, or is attempting to flee,

domestic violence, dating violence,
sexual assault, stalking, or other
dangerous or life-threatening conditions
that relate to violence against the
individual or a family member.
including a child, that has either taken
place within the individual's or family's
primary nighttime residence or has
made the individual or family afraid to
return to their primary nighttime
residence;
. (il) Has no other residence; and

(iii) Lacks the resources or support
networks, e.g., family, friends, and faith-
based 'or other social networks, to obtain
other permanent housing.

Homeless Management Information
System (HMlS) means the information
system designated by the Continuum of
Care to comply with the HMIS
requirements prescribed by HUD.

HMIS Lead means the entity
designated by the Continuum of Care in
accordance with this part to operate the
Continuum's HMIS on its behalf.

Permanent housing means
community-based housing without a
designated length of stay, and includes
both permanent supportive housing and
rapid rehousing. To be permanent
housing, the program participant must
be the tenant on a lease for a term of at
least one year, which is renewable for
terms that are 8. minimum of one month
long. and is terminable only for cause.

Permanent supportive housing means
permanent housing in which supportive
services are provided to assist homeless
persons with a disability to live
independently.
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Point-in-time count means a count of
sheltered and unsheltered homeless
persons carried out on one night in the
last 10 calendar days of January or at
such other time as required by HUD.

Private nonprofit organization means
an organization:
(1) No part of the net earnings of

which inure to the benefit of any
member, founder, contributor, or
individual; .
(2) That has a voluntary board;
(3) That has a functionmg accounting

system that is operated in accordance
with generally accepted accounting
principles, or has dosignated a fiscal
agent that will maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles; and
(4) That practices nondiscrimination

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

Program participant means an
individual (including an
unaccompanied youth) or family who is
assisted with Continuum of Care
program funds.

Project means a group of eligible
activities, such as HMIS costs, identified
as a project in an application to HUD for
Continuum of Care funds and includes
a structure (or structures) that is (are)
acquired, rehabilitated, constructed, or
leased with assistance provided under
this part or with respect to which HUD
provides rental assistance or annual
payments for operating costs, or
supportive services under this subtitle.

Recipient means an applicant that
signs a grant agreement with HUD.

Safe haven moans, for the purpose of
defining chronically homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

persons with severe mental illness who
came from the streets and have been
unwilling or unable to participate in
supportive services;
(2) Provides 24-hour residence for

eligible persons for an unspecified
period;
(3) Has an overnight capacity limited

to 25 or fewer persons; and
(4) Provides low-demand services and

referrals for the residents.
State means each of the 50 States, the

District of Columbia, the
Commonwealth of Puerto Rico,
American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands.

Subreciprentmeansaprivme
nonprofit organization, State, local
government, or instrumentality of State
ur local government that receives a
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subgrant from the recipient to carry out
a project.

Transitional housing means housing,
where all program"participants have
signed a lease or occupancy agreement,
the purpose of which is to facilitate the
movement of homeless individuals and
families into permanent housing within
24 months or such longer period as
HUD determines necessary. Tho
program participant must have a lease
or occupancy agreement for a term of at
least one month that ends in 24 months
and cannot be extended.

Unified Funding Agency (UFA) means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties in
§578.11(b), which is approved by HUD
and to which HUD awards a grant.

Victim service provider means a
private nonprofit organization whose
primary mission is to provide services
to victims of domestic violence, dating
violence, sexual assault, or stalking.
This term includes rape crisis centers,
battered women's shelters, domestic
violence transitional housing programs,
and other programs.

Subpart B-Establlshlng and
Operating a Continuum of Care

§578.6 Establishing the Continuum of
Care.

(a) The Continuum of Core.
Representatives from relevant
organizations within a geographic area
shall establish a Continuum of Care for
the geographic area to carry out the
duties of this part. Relevant
organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals.
(b) The board. The Continuum of Care

must establish a board to act on behalf
of the Continuum using the process
established as a requirement by
§578.7(a)(3) and must comply with the
conflict-of-interest requirements at
§578.95[b). The board must:
(1)Be representative of the relevant

organizations and of projects serving
homeless subpopulations; and
(2) Include at least one homeless or

formerly homeless individual.
(c) Transition. Continuums of Care

shall have 2 years after August 30, 2012

to comply with the requirements of
paragraph (b) of this section.

S578.7 Reeponelbilitlee of the CClntlnuum
ofCere.
(a) Operate the Continuum of Care.

The Continuum of Care must:
(1) Hold meetings of the full

membership, with published agendas, at
least semi-annually;
(2) Make an invitation for new

members to join publicly available
within the geographic at least annually;
(3) Adopt and follow a written

process to select a board to act on behalf
of the Continuum of Care. The process
must be reviewed, updated, and
approved by the Continuum at least
once every 5 years;

(4) Appoint additional committees,
subcommittees, or workgroups:
(5) In consultation with the

collaborative applicant and the HMIS
Lead, develop, follow, and update
annually a governance charter, which
will include all procedures and policies
needed to comply with subpart B of this
part and with HMIS requirements as
prescribed by HUD; and a code of
conduct and recusal process for the
board, its chair(s), and any person acting
on behalf of the board;
(6) Consult with recipients and

subrecipients to establish performance
targets appropriate for population and
program type, monitor recipient and
subrecipient performance, evaluate
outcomes, and take action against poor
performers;
(7)Evaluate outcomes of projects

funded under the Emergency Solutions
Grants program and the Continuum of
Care program, and report to HUD;
(8) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and operate either a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of tho noods
of individuals and families for housing
and services. The Continuum must
develop a specific policy to guide the
operation of the centralized or
coordinated assessment system on how
its system will address the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are seeking
shelter or services from nonvictim
service providers. This system must
comply with any requirements
established by HUD by Notice.
(9) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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Continuum of Care assistance. At a
minimum, these written standards must
include:
(i) Policies and procedures for

evaluating individuals' and families'
eligibility for assistance under this part;
(il) Policies and procedures for

determining and prioritizing which
eligible individuals and families will
receive transitional housing assistance;
(iii) Policies and procedures for

determining and prioritizing which
eligible individuals and families will
receive rapid rehousing assistance;
(Iv) Standards for determining what

percentage or amount of rent each
program participant must pay while
receiving rapid rehousing assistance;
(v) Policies and procedures for

determining and prioritizing which
eligible individuals and fa~ilies wi!l
receive permanent supportive housing
assistance; and
(vi)Where the Continuum is

designated a high-performing
community, as described in subpart G of
this part, policies and procedures set
forth in 24 CFR 576.400(e)(3)(vi),
(e)(3)(vii), (e)(3)(viii), and (e)(3)(ix).
(b) Designating and operating an

HMIS. The Continuum of Care must:
(1) Designate a single Homeless

Management Information System
(HMIS)for the geographic area;
(2)Designate an eligible applicant to

manage the Continuum's HMIS, which
will be known as the HMIS Lead;
(3)Review, revise, and approve a

privacy plan, security plan, and data
quality plan for the HMIS.
(4)Ensure consistent participation of

recipients and subrecipients in the
HMIS; and
(5)Ensure the HMIS is administered

in compliance with requirements
prescribed by HUD.
(c)Continuum of Care planning. The

Continuum must develop a plan that
includes:
(1)Coordinating the implementation

of a housing and service system within
its geographic area that meets the needs
of the homeless individuals (including
unaccompanied youth) and families. At
Q minimum, such system encompasses
the following:
(i) Outreach, engagement, and

assessment;
(ii) Shelter, housing, and supportive

services;
(iii) Prevention strategies.
(2)Planning for and conducting, at

least biennially, 8 point-in-time count of
homeless persons within the geographic
area that meets the following
requirements:
(i) Homeless persons who are living in

a place not designed or ordinarily used
as a regular sleeping accommodation for
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humans must be counted as unsheltered
homeless persons.
(ii) Persons living in emergency

shelters and transitional housing
projects must be counted as sheltered
homeless persons.
(iii) Other requirements established

by HUDby Notice.
(3)Conducting an annual gaps

analysis of the homeless needs and
services available within the geographic
area;
(4) Providing information required to

complete the Consolidated Planes)
within the Continuum's geographic
area;
(5) Consulting with State and local

government Emergency Solutions
Grants program recipients within the
Continuum's geographic area on the
plan for allocating Emergency Solutions
Grants program funds and reporting on
and evaluating the performance of
Emergency Solutions Grants progrem
recipients and subrecipients.
§678.9 Preparing an application for fundI.
(a)The Continuum must:
(1)Design, operate, and follow a

collaborative process for the
development of applications and
approve the submission of applications
in response to a NOFA published by
HUDunder §578.19 of this subpart;
(2) Establish priorities for funding

projects in the geographic area;
(3) Determine if one application for

funding will be submitted for all
projects within the geographic area or if
more then one application will be
submitted for the projects within the
geographic area,
(i)Hmore than one application will

be submitted, designate an eligible
applicant to be the collaborative
applicant that will collect and combine
the required application information
from all applicants and for all projects
within the geographic area that the
Continuum has selected funding. The
collaborative applicant will also apply
for Continuum of Care planning
activities. If the Continuum is an
eligible applicant, it may designate
itself;
(ii) If only one application will be

submitted, that applicant will be the
collaborative applicant and will collect
and combine the required application
information from all projects within the
geographic area that the Continuum has
selected for funding and apply for
Continuum of Care planning activities;
(b)The Continuum retains all of its

responsibilities, even if it designates one
or more eligible applicants other than
itself to apply for funds on behalf of the
Continuum. This includes approving
the Continuum of Care application.

1678.11 Unified Funding Agency.
(a) Becoming a Unified Funding

Agency. To become designated as the
Unified Funding Agency (UFA) for a
Continuum, a collaborative applicant
must be selected by the Continuum to
apply to HUD to be designated as the
UFA for the Continuum.
(b) Criteriafor designating a UFA.

HUDwill consider these criteria when
deciding whether to designate a
collaborative applicant a UFA:
(1)The Continuum of Care it

represents meets the requirements in
§578.7j
(2)The collaborative applicant has

financial management systems that meet
the standards set forth in 24 CFR84.21
(fornonprofit organi.zations) and 24 CFR
85.20 (for States);
(3)The collaborative applicant

demonstrates the ability to monitor
subreciptents; and
(4)Such other criteria as HUD may

establish by NOFA.
(c)Requirements. HUD-designated

UFAs shall:
(1)Apply to HUD for funding for all

of the projects within the geographic
aren and enter into a grant agreement
with HUD for the entire geographic area.
(2)Enter into legally binding

agreements with subrecipients, and
receive and distribute funds to
subrecipients for all projects within the
geographic area.
(3)Require subrecipients to establish

fiscal control and accounting
procedures as necessary to assure the
proper disbursal of and accounting for
federal funds in accordance with the
requirements of 24 CFR parts 84 and 85
and corresponding OMBcirculars.
(4)Obtain approval of any proposed

grant agreement amendments by the
Continuum of Care before submitting a
request for an amendment to HUD.
5678.13 Remedial action.
(a) If HUD finds that the Continuum

of Care for a geographic area does not
meet the requirements of the Act or its
implementing regulations, or that there
is no Continuum for a geographic area,
HUDmay take remedial action to ensure
fair distribution of grant funds within
the geographic area. Such measures may
include:
(1)Designating a replacement

Continuum of Care for the geographic
area;
(2)Designating a replacement

collaborative applicant for the
Continuum's geographic area; and
(3)Accepting applications from other

eligible applicants within the
Continuum's geographic area. .
(b)HUDmust provide a 30-day prior

written notice to the Continuum and its
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collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process

5678.16 Eligible apptlcants.
(a) Who may apply. Nonprofit

organizations, States, local governments,
and instrumentalities of State or local
governments are eligible to apply for
grants.
(b) Designation by the Contjnuum of

Care. Eligible applicant(s) must have
been designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and. if it is, which
applicant is being designated as the
collaborative applicant. If the
Continuum is designating only one
applicant to apply for funds. the
Continuum must designate that
applicant to be the collaborative
applicant.
[c]Exclusion. For-profit entities are

not eligible to apply for grants or to be
subrecipients of grant funds.
§678.17 Overview 01application and grant
awerd process.
(a)Formula. (1) After enactment of the

annual appropriations act for each fiscal
year, and issuance of the NOFA, HUD
will publish, on its Web site, the
Preliminary Pro Rata Need (PPRN)
assigned to metropolitan cities, urban
counties. and all other counties.
(2)HUDwill apply the formula used

to determine PPRN established in
paragraph (a)(3) of this section, to the
amount of funds being made available
under the NOFA. That amount is
calculated b:y:

(1) Determming the total amount for
the Continuum of Care competition in
accordance with section 413 of the Act
or as otherwise directed by the annual
appropriations act;
Iii) From the amount in paragraph

(a)(2)(i)of this section, deducting the
amount published in the NOFA as being
set aside to provide a bonus to
geographic areas for activities that have
proven to be effective in reducing
homelessness generally or for specific
subpopulations listed in the NOFA or
achieving homeless prevention and
independent living goals established in
the NOFA and to meet policy priorities
Betin the NOFAj and
(iil) Deducting the amount of funding

necessary for Continuum of Care
planning activities and UFA costs.
(3) PPRN is calculated on the amount

determined under paragraph (a)(2) of
this section by using the following
formula:
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(i) Two percent will be allocated
among the four insular areas (American
Samoa, Guam, the Commonwealth of
the Northern Marianas, and the Virgin
Islands) on the basis of the ratio of the
population of each insular area to the
population of all insular areas.
[ti) Seventy-five percent of the

remaining amount will be allocated,
using the Community Development
Block Grant (CDBG)formula, to
metropolitan cities and urban counties
that have been funded under either the
Emergency Shelter Grants or Emergency
Solutions Grants programs in anyone
year since 2004.
(iii) The amount remaining after the

allocation under paragraphs (a)(1) and
(2) ofthis section will be allocated,
using theCDBG formula, to
metropolitan cities and urban counties
that have not been funded under tho
Emergency Solutions Grants program in
any year since 2004 and all other
counties in the United States and Puerto
Rico.

(4) Hthe calculation in paragraph
(a)(2) oftbis section results in an
amount less than the amount required to
renew all projects eligible for renewal in
that year for at least one year, after
making adjustments proportional to
increases in fair market rents for the
geographic area for leasing, operating,
and rental assistance for permanent
housing, HUDwill reduce,
proportionately, the total amount
required to renew all projects eligible
for renewal in that year for at least one
year, for each Continuum of Care. Hun
will publish, via the NOFA, the total
dollar amount that evary Continuum
will be required to deduct from renewal
projects Continuum-wide.
(b) Calculating a Continuum of Care's

maximum award amount. (1) Establish
the PPRN amount. First, HUDwill total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFR~art 579.

(2) Establishmgrenewal demand.
Next, Hun will determine the renewal
demand within the Continuum's
geographic area. Renewal demand is the
sum of the annual renewal amounts of
all projects within the Continuum
eligible to apply for renewal in that
fiscal year's competition, before any
adjustments to rental assistance, leasing,
and operating line items based on FMR
changes.

(3) Establishing FPRN. The higher of
PPRN or renewal demand for the
Continuum of Care is the FPRN, which

is the base for the maximum award
amount for the Continuum.

(4) Establishing the maximum award
amount. The maximum award amount
for the Continuum is the FPRN amount
plus any additional eligible amounts for
Continuum planning; UFA costs;
adjustments to leasing, operating and
rental assistance line items based on
changes to FMR;and available honuses.
§578.19 Application process.

(a) Notice of Funding Availability.
After enactment of the annual
appropriations act for the 611cal year,
HUDwill issue a NOFA in accordance
with the requirements of 24 CFRpart 4.
(b)Applications. All applications to

HUD, including applications for grant
funds and requests for designation as a
UFA or HPC, must be submitted at such
time and in such manner as HUDmay
require, and contain such information as
HUD determines necessary. At a
minimum, an application for grant
funds must contain a list of the projects
for which it is applying for funds; a
description of the projects; a list of the
projects that will be carried out by
subrecipients and the names of the
subrecipients; a description ofthe
subpopulations of homeless or at risk of
homolessness to be served by projects;
the number of units to be provided andl
or the numher of persons to be served
by each project; a budget request by
project; and reasonable assurances that
the applicant. or the subrecipient, will
own or have control of a site for the
proposed project not latar than the
expiration of the 12-month period
begiiming upon notification of an award
for grant assistance.
§678.21 Awarding funda.
(a) Selection. HUDwill review

applications in accordance with the
guidelines and procedures provided in
the NOFA and will award funds to
recipients through a national
competition based on selection criteria
as defined in section 427 of the Act.
(b)Announcement of awards. Hun

will announce awards and notify
selected applicants of any conditions
imposed on awards. Conditions must be
satisfied before HUDwill execute a
grant agreement with the applicant.
(c) Satisfying conditions. HUDwill

withdraw an award if the applicant does
not satisfy all conditions imposed on it.
Correcting all issues and conditions
attached to an award must be completed
within the time frame established in the
NOFA. Proof of site control, match.
environmental review, and the
documentation of financial feasibility
must be completed within 12months of
the announcement of the award, or 24
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months in the case of funds for
acquisition, rehabilitation, or new
construction. The 12-month deadline
may be extended by.HUD for up to 12
additional months upon a showing of
compelling reasons fl?fdelay due to
factors beyond the control of the
recipient or subrecipient.

§578.23 executing grant agreements.
(a)Deadline. No later than 45 days

from the date when all conditions are
satisfied, the recipient and Hun must
execute the grant agreement.

(b) Grant agreements. (1) Multiple
applicants for one Continuum. If a
Continuum designates more than one
applicant for the geographic area, Hun
will enter into a grant agreement with
each designated applicant for which an
award is announced.

(2) One applicant for a Continuum. H
a Continuum designates only one
applicant for the geographic area, after
awarding funds, HUD may enter into a
grant agreement with that applicant for
new awards, if any. and one grant
agreement for renewals. Continuum of
Care planning, and UFA costs, if any.
These two grants will cover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
the other.

(S) Unified Funding Agencies. If a
Continuum is aUF A that HUD has
approved, then HUD will ontor into one
grant agreement with the UFA for new
awards. if any, and one grant agreement
for renewals, Continuum of Care
planning and UFA costs, if any. These
two grants will cover the entire .
geographic area. A default by the UFA
Under one of those grant agreements
will also be a default under the other.
(c)Required agreements. Recipients

will be required to sign a grant
agreement in which the recipient agrees:
(1)To ensure the operation ofthe

project(s) in accordance with the
provisions ofthe McKinney-Veto Act
and all requirements under 24 CFRpart
578:
(2) To monitor and report the progress

of the project(s) to the Continuum of
Care and HUD;
(3) To ensure, to the maximum extent

practicable, that individuals and
famHies experiencing homelessness are
involved, through employment,
provision of volunteer services, or
otherwise, in constructing,
rehabilitating, maintaining, and
operating facilities for the project and in
providing supportive services for the
project;
(4)To require certification from all

subrecipients that:
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(i) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the froject;
(il) The address or location 0 any

family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
prolect;
, (iU) Subrecipients will establish
policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of title VII
of the Act and other laws relating to the
provision of.educational and related
services to individuals and families
eXp'eriencing homelessness;
Liv}ln the case of projects that provide

housing or services to families, that
subrecipients will designate a staff
person to be responsible for ensuring
that children being served in the
program are enrolled in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;
(v) The subrecipient, its officers, and

employees are. not debarred or
suspended from doing business with the
Federal Government: and
(vi) Subrecipients will provide

information, such as data and reports, as
required by HOD; and
(5) To establish such fiscal control

and accounting procedures as may be
necessary to assure the proper disbursal
of, and accounting for grant funds in
order to ensure that all financial
transactions are conducted, and records
maintained in accordance with
generally accepted accounting
principles\ if ~e recipie~t. is aUF A:
(6) To momtor subrecipient match '

and report on match to HUD:
(7) To take the educational needs of

children into account when families are
placed in housing and will, to the
maximum extent practicable, place
families with children as close as
possible to their school of origin so as
not to disrupt such children's
education;
(8) To monitor subrecipients at least

annually:
(9) To use the centralized or

coordinated assessment system
established by the Continuum of Care as
set forth in §578.7(a)(8). A victim
service provider may choose not to use
the Continuum of Care's centralized or
coordinated assessment system,
provided that victim service providers
in the area use 8 centralized or
coordinated assessment system that

meets HUD's minimum requirements
and the victim service provider uses
that srstem instead;
(10 To follow the written standards

for providing Continuum of Care
assistance developed by the Continuum
of Care, including the minimum
requirements set forth in §578.7(a)(9);
(11) Enter into subrecipient

agreements requiring subrecipients to
operate the project(s) in accordance
with the provisions of this Act and all
requirements under 24 CFR part 578;
and
(12) To comply with such other terms

and conditions as HUD may establish by
NOFA.

§578.26 Slle control.
(a) In general. When grant funds will

be used for acquisition, rehabilitation,
new construction, operating costs, or to
provide supportive services, the
recipient or subrecipient must
demonstrate that it has site control
within the time frame established in
section §578.21 before HUD will
execute a grant agreement. This
requirement does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals '
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.
(b) Evidence. Acceptable evidence of

site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance,
(c) Tax credit projects. (1) Applicants

that plan to use the low- income housing
taxcredit authorized under 26 U.S.C. 42
to finance a project must prove to HUD's
satisfaction that the applicant or
subrecipient identified in the
application is in control ofthe limited
partnership or limited liability
corporation that has a deed or lease for
the project site.

U) To have control ofthe limited
partnership, the applicant or
subrecipient must be the general partner
of the limited partnership or have 8 51
percent controlling interest in that
general partner.
(Ii) To have control of the limited

liability company, the applicant or
subrecipient must be the sole managing
member.
(2) If grant funds are to be used for

acquisition, rehabilitation, or new
construction, the recipient or
subrecipient must maintain control of
the partnership or corporation and must
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ensure that the project is operated in
compliance with law and regulation for
15 years from the date of initial
occupancy or initial service provision.
The partnership or corporation must
own the project site throughout the 15-
year period. If grant funds were not used
for acquisition, rehabilitation, or new
construction, than the recipient or
subrecipient must maintain control for
the term of the grant agreement and any
renewals thereof.

§678.27 Consolidated plan.
(a) States or units of general local

government. An applicant that is a State
or a unit of general local government
must have a HUD·approved, complete
or abbreviated, consolidated plan in
accordance with 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD·approved
consolidated planes) for the
jurisdiction(s) in which the proposed
project will be located. Funded
applicants must certify in a grant
agreement that they are following the
HUD-approved consolidated plan.
(b) Other applicants. Applicants that

are not States or units of general local
government must submit a certification
by the jurisdiction(s) in which the
proposed project will be located that the
applicant's application for funding is
consistent with the jurisdiction'S HOD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with the consistency
certification provisions under 24 CFR
part 91, subpart F. If the jurisdiction
refuses to provide a certification of
consistency, the applicant may appeal
to HUD under §578.35.

(c) Timing of consolidated plan
certification submissions. The required
certification that the application for
funding is consistent with the HUD-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA. '

§678.29 Subsidy layering.
HOD may provide assistance under

this program only in accordance with
HUD subsidy layering requirements in
section 102 of the Housing and Urban
Development Reform Act of 1989 (42
U.S.C. 3545) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the appllcant has received, or
reasonably expects to receive, for a
proposed project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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proposed project or activities by
combining Oayering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.
1678.31 Env/rorvnentel review.
(a) Activities under this part are

subject to environmental review by
HUDunder 24 CFRpart 60. The
recipient or subrecipient shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental revi-ew
required by 24 CFRpart 50. The
recipient or subrecipient must carry out
mitigating measures required by HUD or
select an alternate eligible proparty.
HUDmay eliminate from consideration
any application that would require an
Environmental Impact Statement.
(b) The recipient or subrecipient, its

project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose ,of,demolish, or
construct property for a project under
this part, or commit or expend HUD or
local funds for such eligible activities
under this part, until HUD has
performed an environmental review
under24 CFRpart 50 and the recipient
or subrecipient has received HUD
approval of the property.

1678.33 Renewals.
(a) In general. Awards made under

this part and title IV of the Act, as in
effect before August 30, 2012 (the
Supportive Housing Program and the
Shelter Plus Cere program), may be
renewed to continue 'ongoing leasing,
operations, supportive services, rental
assistance, HMIS, and administration
beyond the initial funding period. To be
considered for funding, recipients must
submit a request in a form specified by
,HUD,must meet the requirements of
this part, and must submit the request
within the time frame established by
HUD.
(b)Length of renewal. HUDmay

award up to 3 years of funds for
supportive services, leasing, HMIS, and
operating costs. Renewals of tenant-
based and sponsor-based rental
assistance may be for up to one year of
rental assistance. Renewals of project-
based rental assistance may be for up to
15 years of rental assistance, subject to
availability of annual appropriations.

(c) Assistance available. (1)
Assistance during each year of a
renewal period may be for:
(i) Up to 100 percent of the amount

for supportive services and HMIS costs
in the final year of the prior funding
period;

(ii) Up to 100 percent ofthe amount
for leasing and operating in the final
year of the prior funding period
adjusted in proportion to changes in the
FMR for the geographic area; and
(iii) For rental assistance; up to 100

percent of the result of multiplying the
number and unit size(s) in the grant
agreement by the number of months in
the renewal grant term and the
applicable FMR.
(d) Review criteria. (1) Awards made

under title IV of the Act, as in effect
before August 30, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30, 2012. Grants
will be renewed if HUD receives a
certification from the Continuum that
there is a demonstrated need for the
project, and HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, ifthe
project received funding under the
Supportive Housing Program.
(2) Renewal of awards made after

August 30. 2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.
(e) Unsuccessful projects. HUDmay

renew a project that was eligible for
renewal in the competition and was part
of an application that was not funded
despite having been submitted on time,
in the manner required by HUD, and
containing the information required by
HUD, upon a finding that the project
meets the purposes of the Continuum of
Care program. The renewal will not
exceed more than one year and will be
under such conditions as HUD deems
appropriate.

(f) Annual Performance Report
condition. HUDmay terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:
(1)The recipient fails to timely

submit a HUDAnnual Performance
Report (A,PR)for the grant year
immediately prior to renewal; or
(2) The recipient submits an APR that

HUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.
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§678.36 Appeal.
(a) In general. Failure to follow the

procedures or meet the deadlines
established in this section will result in
denial of the appeal.

(b) Solo applioants. (1) Who may
appeal. Nonprofits, States, and local
governments, and instrumentalities of
State or local governments that
attempted to participate in the
Continuum of Cere planning process in
the geographic area in which they
operate, that believe they were denied
the right to participate in a reasonable
manner, and that submitted a 8010
application for funding by the
application deadline established in the
NOFA, may appeal the decision of the
Continuum to HUD.
(2)Notice of intent to appeal. The

solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application. '

(3)Deadline for submitting proof. No
later than 30 days after the date that
HUDannounces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting Its claim, In such
manner as HUD may require by Notice.
(4) Response from the Continuum of

Care.The Continuum shall have 30 days
from the date of its receipt of the solo
applicant's evidence to respond to HUD
in writing and in such manner as HUD
may require, with a copy to the solo
applicant.
(6)Decision. HUDwill notify the solo

applicant and the Continuum of its
decision within 60 days ofreceipt ofthe
Continuum's response.

(6)Funding. IfHUD finds that the 8010
applicant was not permitted to
participate in the Continuum of Cere
planning process in a reasonable
manner, then HUDmay award a grant
to the solo applicant when funds next
become available and may direct the
Continuum of Cere to take remedial
steps to ensure reasonable participation
in the future. HUDmay also reduce the
award to the Continuum's applicant(s).
(c) Denied or decreased friiiding. (1)

Who may appeal. Eligible applicants
that are denied funds by HUD, or that
requested more funds than HUD
awarded to them, may appeal the award
by filing a written appeal, in such form
and manner as HUDmay require by
Notice, within 45 days of the date of
HUD's announcement of the award.

(2) Decision. HUDwill notify the
applicant of its decision on the appeal
within 60 days of HUD's receipt ofthe
written appeal. HUDwill reverse a
decision only when the applicant can
show that HUD error caused the denial
or decrease.
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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.

(d) Competing Continuums of Care.
(1) In general. If more than one
Continuum of Care claims the same
geographic area, HUDwill award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum. No
projects that are submitted in two or
more competing Continuum of Care
applications will be funded.

(2) Who may appeal. The designated
applicant(s) for the lower scoring
Continuum may appeal HUD's decision
to fund the application(s) from the
competing Continuum by filing a
written appeal, in such form and
manner as HUD may require by Notice,
within 45 days of the date of Hun's
announcement of the award.

(3) Decision. Hun will notify the
applicant(s) of its decision on the appeal
within 60 days of the date of Hun's
receipt of the written appeal. HUD will
reverse a decision only upon a showing
by the apflicant that HUD error caused
the denia. .
(e) Consolidated plan certification. (1)

In general. An applicant may appeal to
BUD a jurisdiction's refusal to provide
a certification of consistency with the
Consolidated Plan.

(2) Procedure. The applicant must
submit a written appeal with its
application to HUD and send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:

(I)A copy of the applicant's request
to the jurisdiction for the certificatiun of
consistency with the Consolidated Plan;

(il) A copy of the jurisdiction's
response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CFR91.500(c); and

(iii) A statement of the reasons why
the applicant believes its project is
consistent with the jurisdiction's
Consolidated Plan.
(3)Jurisdiction response. The

jurisdiction that refused to provide the
certification of consistency with the
jurisdiction's Consolidated Plan shall
have 10 days after receipt of a copy of
the appeal to submit a written
explanation of the reasons originally
given for refusing to provide the
certification and a written rebuttal to
any claims made by the applicant in the
appeal.
(4)HUD review. (i) HUD will issue its

decision within 45 days of the date of
HUD's receipt of the jurisdiction's

response. As part of its review, HUD
will consider: .

(A)Whether the applicant submitted
the request to the appropriate political
jurisdiction; and

(B) The reasonableness of the
jurisdiction's refusal to provide the
certificate.

(Ii) !fthe jurisdiction did not provide
written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HUD will find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Costs .

§578.37 Program components and usesof
a•• lst8n~.

(a) Continuum of Care funds may be
used to pay for the eligible costs listed
in §578.39 through §578.63 when used
to establish and operate projects under
five program components: permanent
housing; transitional housing;
supportive services only; HMIS: and, in
some cases, homeless ness prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care.
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose of which is to
provide housing without a designated
length of stay. Grant funds may be used
for acquisition, rehabilitation,. new
construction, leasing, rental assistance,
operating costs, and supportive services.
PH includes:

(I) Permanent supportive housing for
persons with disabilities (PSH).PSH can
only provide assistance to individuals
with disabilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs of the program participants
must be made available to the program
participants.

(Ii)Rapid rehousing. Continuum of
Care funds may provide supportive
services, as set forth in §578.53, and/or
short-term (up to 3 months) andlor
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in §578.51(c), as necessary to help
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a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), hut not
§578.51(a)(1)(i) and (li); (a)(2); (e) and
(1)through (i); and (l)(1). These projects:

(A)Must follow the written policies
and procedures established by the
Continuum of Care for determining and
prioritizing which eligible families and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage of rent that each program
participant must pay.

(B) May set a maximum amount or
percentage of rental assistance that a
program participant may receive, a
maximum number of months that a
program participant may receive rental
assistance, and/or a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share In the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.

(C)Limit rental assistance to no more
than 24 months to a household.

(D)May provide supportive services
for no longer than 6 months after rental
assistance stops.

(E)Must re-evaluate, not less than
once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. Tho
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e~g.,changes in
household composition) that affect the
program participant's need for
assistance. Whon notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.

(F)Require the program participant to
meet with a case manager not less than
once per month to assist the program
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of 1994 (42 U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42 U.S.C.
10401 et seq.) prohibits the recipient
carrying out the project from making its
housing conditional on the participant's
acceptance of services.

(2) Transitional Housing (TH).
Transitional housing facilitates the
movement of homeless individuals and
families to PH within 24 months of"
entering TH. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.

(3) Supportive Service Only (SSO).
Funds may be used for acquisition,
rehabilitation, relocation costs, or
leasing of a facility from which
supportive services will be provided,
and supportive services in order to
provide supportive services to
unsheltered and sheltered homeless
persons for whom the reciplant or
subreclplent is not providing housing or
housing assistance. SSO includes street
outreach.

(4) HMIS. Funds may be used by
HMISLeads to lease a structure In
which tho HMIS is operated or as
operating funds to operate a structure in
which the HMIS is operated, and for
other costs eligible in §578.57.

(5) Hamelessness prevention. Funds
may be used by recipients in
Continuums of Care-designated high-
performing communities for housing
relocation and stabilization services,
and short- andlor medium-term rental
assistance, as described in 24 CFR
576.105 and 24 CFR 576.106, that arc
necessary to prevent an individual or
family from becoming homeless.
(b) Uses of assistance. Funds are

available to pay for the eligible costs
listed in §578.39 through §578.63 when
used to:
(1)Establish new housing or new

facilities to provide supportive services;
(2)Expand existing housing and

facilities in order to increase the number
of homeless persons served;
(3)Bring existing housing and

facilities into compliance with State and
local government health and safety
standards, as described in §578.87:
(4)Preserve existing permanent

housing and facilities that provide
supportive services:
(5)Provide supportive services for

residents of supportive bousing or for
homeless persons not residing in
supportive housing:
(6)Continue funding permanent

housing when the recipient has received
funding under this part for leasing,
supportive services, operating costs, or
rental assistance;

(7) Establish and operate an HMIS or
comparable database: and
(8) Establish and cany out a

Continuum of Care planning process
and operate a Continuum of Care.
(c)MultipJe purposes. Structures used

to provide housing, supportive housing,
supportive services, or as a facility for
HMIS activities may also be used for
other purposes. However, assistance
under this part will be available only in
proportion to the use of the structure for
supportive housing or supportive
services. If eligible and ineligible
activities are carried out in separate
portions of the same structure or in
separate structures, grant funds may not
be used to pay for more than the actual
cost of acquisition, construction, or
rehabilitation of the portlen of the
structure or structures used for eligible
activities. If eligible and ineligible
activities are carried out in the same
structure, the costs will be prorated
based on the amount of time that the
space is used for eligible versus
ineligible activities.

1578.39 Continuum of Careplanning
actMtle •.
(a) In general. Collaborative

applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NOFA, for costs of:
(1)Designing and carrying out a

collaborative process for the
development of an application to HOD;
(2)Evaluating the outcomes of

projects for which funds are awarded in
the geographic area under the
Continuum of Care and the Emergency
Solutions Grants programs: and
(3)Participating in the consolidated

planes) for the geographic area(s).
(b) Continuum a/Care planning

activities. Eligible planning costs
include the costs of:
(1) Developing a communitywide or

regionwide process involving the
coordination of nonprofit homeless
providers, victim service providers,
faith-based organizations, governments,
businesses, advocates, public housing
agencies, school districts, social service
providers, mental health agencies,
hospitals; universities, affordable
housing developers, law enforcement,
organizations that serve veterans, and
homeless and formerly homeless
individuals;
(2) Determining the geographic area

that the Continuum of Care will serve;
(3) Developing a Continuum of Care

system:
(4) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area, including the
Emergency Solutions Grants program;
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(5) Participating in the consolidated
planes) of the jurisdlction(s) in the
geographic area: and
(6) Preparing and submitting an

application to HUD on behalf of the
entire Continuum of Care membership,
including conducting a sheltered and
unsheltered point-in-time count and
other data collection as required by
HUD.
(c)Monitoring costs. The costs of

monitoring recipients and subrecipients
and enforcing compliance with program
requirements are eligible.
5578.41 Unified FUndingAgency coats.
(a) In general. UFAs may use up to 3

percent of their FPRN, or a maximum
amount to be established by the NOFA,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded to subreciplenta
under the Continuum of Care program.
(b) UFA costs. UFA costs include

costs of ensuring that all financial
transactions carried out under the
Continuum of Care program are
conducted and records are maintained
in accordance with generally accepted
accounting principles, including
arranging for an annual survey, audit, or
evaluation of the financial records of
each project carried out by a .
subrecipient funded by a grant received
through the Continuum of Care
program.
(c)Monitoring costs. The costs of

monitoring subrecipients and enforcing
compliance with program requirements
are eligible for costs.

5678.43 Acquisition.
Grant funds may be used to pay up to

100 percent of the cost of acquisition of
real property selected by the recipient or
subreci pient for use in the provision of
housing or supportive services for
homeless persons.
1678.46 Rehabilitation.
(a) Use.Grant funds may be used to

pay up to 100 percent of the cost of
rehabilitation of structures to provide
housing or supportive services to
homeless persons.
(b) EligibJe costs. Eligible

rehabilitation costs include installing
cost-effective energy measures, and
bringing an existing structure to State
and local government health and safety
standards.
(c) Ineligible costs. Grant funds may

not be used for rehabflUation of leased
property.
5678.47 New construction.
(a) Use. Grant funds may be used to:
(1) Pay up to 100 percent of the cost

of new construction, Including the
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more, and the cost of land associated
.with that construction, for use as
housing.
(2) If grant funds are used for new

construction, the applicant must
demonstrate that the costs of new
construction are substantially less than
the costs of rehabilitation or that there
is a lack of available appropriate units
that could be rehabilitated at a cost less
than new construction. For purposes of
this cost comparison, costs of
rehabilitation or new construction may
include the cost ofreal property
acguisition.
(b) Ineligible costs. Grant funds may

not be used for new construction on
leased property.
§578.49 Leasing.
(a) Use. (1)Where the recipient or

subrecipient is leasing the structure, or
portions thereof, grant funds may be
used to pay for 100 percent of the costs
of leasing a structure or structures, or
portions thereof, to provide housing or
supportive services to homeless persons
for up to 3 years. Leasing funds may not
be used to lease units or structures
ownod by the recipient, subrecipient,
their parent organization(s), any other
related organization(s), or organizations
that are members of a partnership,
where the partnership owns the
structure, unless HUDauthorized an
exception for good cause.
(2) Any request for an exception must

include the following: .
(i) A description of how leasing these

structures is in the best interest ofthe
program:
(li) Supporting documentation

showing that the leasing charges paid
with grant funds are reasonable for the
market: and
(iii) A copy of the written policy for

resolving disputes betwean the landlord
and tenant, including a recusal for
officers, agents, and staff who work for
both the landlord and tenant.

(b) Requirements. (1) Leasing
structures. When grants are used to pay
rent for all or part of a structure or
structures, the rent paid must be
reasonable in relation to rents being
charged in the area for comparable
space: In addition, the rent paid may not
exceed rents currently being charged by
the same owner for comparable
unassisted space.
(2) Leasing individual units. When

grants are used to pay rent for
individual housing units, the rent paid
must be reasonable in relation to rents
being charged for comparable units,
taking into account the location, size,

type, quality, amenities, facilities, and
management services. In addition, the
rents may not exceed rents currently
being charged for comparable units, and
the rent paid may not exceed HUD-
determined fair market rents.

(3) Utilities. If electricity, gas, and
water are included in the rent, these
utilities may be paid from leasing funds.
If utilities are not provided by the
landlord, these utility costs are an
operating cost, except for supportive
service facilities. If the structure is being
used as a supportive service facility,
then these utility costs are a supportive
service cost.

(4) Security deposits and first and Jast
month's rent. Recipients and
subrecipients may use grant funds to
pay security deposits, in an amount not
to exceed 2 months of actual rent. An
advance payment of the last month's
rent may be provided to the landlord in
addition to the security deposit and
paYJ?lentof the first month's rent.

(5) Occupancy agreements and
subleases. Occupancy agreements and
subleases are required as specified in
§578.77(a).

(6) Calculation of occupancy charges
and rent. Occupancy charges and rent
from program participants must be
calculated as provided in §678.77.

(7) Program income. Occupancy
charges and rent collected from program
participants are program income and
may be used as provided under
§578.97.

(8) Transition. Beginning in the first
year awards are made under the
Continuum of Care program, renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the characteristics of the
project. Leasing funds will be renewed
as rental assistance if the funds are used
to pay rent on units where the lease is
between the program participant and
the landowner or sublessor. Projects
requesting leasing funds will be
renewed as leasing If the funds were
used to lease a unit or structure and the
lease is between the recipient or
subrecipient and the landowner.
§678.51 Rental assistance.
(a) Use. (1) Grant funds may be used

for rental assistance for homeless
individuals and families. Rental
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or living in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.
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(i) The rental assistance may be short-
term, up to 3 months of rent; medium-
term, for 3 to 24 months of rent; or long.
term, for longer than 24 months of rent
and must be administered in accordance
with the policies and procedures
established by the Continuum as set
forth in §578.7(a)(9) and this section.
(li) The rental assistance may be

tenant-based, project-based, or sponsor-
based, and may be for transitional or
permanent housing.
(2) Grant funds may be used for

security deposits in an amount not to
exceed 2 months of rent. An advance
payment of the last month's rent may be
provided to the landlord, in addition to
the security deposit and payment of first
month's rent.

(b) Rental assistance administrator.
Rental assistance must be administered
by a State, unit of general local
government, or a public housing agency.

(c) Tenani-bosed rental assistance.
Tanant-based rental assistance is rental
assistance in which program
participants choose housing of an
appropriate size in which to reside.
When necessary to facilitate the
coordination of supportive services,
recipients and subrecipients may
require program participants to live in a
specific area for their entire period of
participation, or in a specific structure
for the first year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assistance in
transitional housing may be required to
live in a specific structure for their
entire period of participation in
transitional housing.
(1) Up to 5 years worth of rental

assistance maybe awarded to a project
in one competition.
(2)Program participants who have

complied with all program requirements
during their residence retain the rental
assistance if they move within the
Continuum of Care geographic area.
(3) Program participants who have

complied with all program requirements
during their residence and who have
been a victim of domestic violence,
dating violence, sexual assault, or
stalking, and who reasonably believe
they are imminently threatened by harm
from further domestic violence, dating
violence, sexual assault, or stalking
(which would include threats from a
third party, such as a friend or family
member of the perpetrator of the
violence), if they remain in the assisted
unit, and are able to document the
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuuin of Care
geographic area if they move out of the
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assisted unit to protect their health and
safery.
(d) Sponsor-based l'81Italassistance.

Sponsor-based rental assistance is
provided through contracts between the
recipient and sponsor organization. A
sponsor may be B private, nonprofit
organization, or B community mental
health agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.

(eJ Project-based rental assistance.
Project-based rental assistance is
provided through a contract with the
owner of an existing structure, where
the owner agrees to lease the subsidized
units to program participants. Program
participants will not retain rental
assistance if they move. Up to 15 years
of rental assistance may be awarded in
one competition. ,
(f)Grant amount. The amount of

rental assistance in each project will be
based on the number and size of units
proposed by the applicant to be assisted
over the grant period. The amount of
rental assistance in each project will be
calculated by multiplying the number
and size of units proposed by the FMR
of each unit on the date the appllcation
is submitted to HUD, by the term of the
grant.
(g)Rent reasonableness. HUD will

only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance is reasonable in
relation to rents, being charged for
comparable unassisted units, taking into
account the location, size. type, quality,
amenities, facilities, and management
and maintenance of each unit.
Reasonable rent must not exceed rents
currently being charged by the same
owner for comparable unassisted units.
(h) Payment of grant. (1) The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An applicant's request for
rental assistance in each grant is an
estimate of the amount needed for rental
assistance. Recipients will make draws
from the grant funds to pay the actual
costs of rental assistance for program
participants.
(2)For tenant-based rental assistance,

on demonstration of need:
(i) Up to 25 percent of the total rental

assistance awarded may be spent in any
year of a 5-year grant term; or
(ii) A higher percentage if approved-in

advance by HUD, if the recipient
provides evidence satisfactory to HUD
that it is financielly committed to

providing the housing assistance
described in the application for the full
5-year period.
(3) A recipient must serve at least as

many program participants as shown in
its afPlication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FM~
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(lJ Vacancies. If a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a maximum
of 30 days from the end of the month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible
person. Brief periods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.

(j) Property damage. Recipiants and
subrecipients may use grant funds in an
amount not to exceed one month's rent
to pay for any damage to housing due
to the action of a program participant.
This shall be a one-time cost per
participant, incurred at the time a
participant exits a housing unit.
(k)Resident rent. Rent must be

calculated as provided in §578.77.
Rents collected frOID program
participants are program income and
may be used as provided under
§578.97.
(l)Leases. (1) Initial lease. For project-

based, sponsor-based, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. The leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long. except on prior
notice by' either party.

(2) Initio! lease for transitional
housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months;
§578.63 Supportive 8ervlcee.
(a) In general. Grant funds may be

used to pay tile eligible costs of
supportive services that address the
special needs of the program
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participants. If the supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
operation of the supportive service
facility, including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.
(1) Supportive services must be

necessary to assist program participants
obtain and maintain housing. '
(2) Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b)Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently as is
practicable throughout the duration of
their residence in the project.
(a) Services may also be provided to

former residents of transitional housing
and current residents ot permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transitlonal housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4) Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§578.a7(a)(1)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth;
persons living with HIVIAIDS; and
victims of domestic violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs. Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

(e) Eligible costs.
(1) Annual Assessment of Service

Needs. The costs of the assessment
required by §578.53(a)(2) are eligible
costs.

(2) Assistance with moving costs.
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.
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(3) Case management. The costs of
assessing, arranging, coordinating, and
monitoring the delivery of
individualized services to meet the
needs of the program participant(s) are
eligible costs. Component services and
activities consist of:
(i) Counseling:
(ii) Developing, securing, and

coordinating services;
(Iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).
(iv)Obtaining federal, State, and local

benefits;
(v)Monitoring and evaluating

program participant progress;
(vi)Providing information and

referrals to other providers;
(vii) Providing ongoing risk

assessment and safety planning with,
victims of domestic violence, dating
violence, sexual assault, and stalking:
and
(viii) Developing 8Il individualized

housing and service plan, including
planning a patb to permanent housing
stability.

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, and comprehensive
and coordinated developmental
activities, are eligible.
(I)The children must be under the age

of 13, unless they are disabled children.
(ii) Disabled children must be under

the age of 18.
(iii) The child-care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be '
eligible. '
(5)Education services. The costs of

improving knowledge and basic
educational skills are eligible.
(i) Services Include instruction or

training in consumer education, health
education, substance abuse prevention,
literacy, English as a Second Language,
and General Educational Development
(GED). '
(ii) Component services or activities

are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material; counseling;
and referral to community resources.

(6) Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible, .
including classroom, online and/or
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills, and/or
increasing earning potential. The cost of

providing reasonable stipends to legal services provider and performs the
program participants in employment services itself, the eligible costs are the
assistance and Job training programs is subrecipient's employees' salaries and
also an eligible cost. other costs necessary to perform the

(1) Learning skills include those skills services.
that can be used to secure and retain a (iv) Legal services for immigration
job, including the acquisition of and citizenship matters and issues
vocational licenses and/or certificates. related to mortgages and
(li) Services that assist individuals in homeownership are ineligible. Retainer

securing employment consist of: fee arrangements and contingency fee
(A)Employment screening, arrangements are ineligible.

assessment, or testing; (10) Life skills training. The costs of
(B)Structured job skills and job- teaching critical life management skills

seeking skills; that may never have been learned or
(C)Special training and tutoring, have been lost during the course of

including literacy training and pre- physical or mental illness, domestic
vocational training; violence, substance abuse, and
(D)Books and instructional material; homelessness are eligible. These
(E)Counseling or job coaching; and services must be necessary to assist the
(F)Referral to community resources. program participant to function
(7) Food. The cost of providing meals independently in the community.

or groceries to program participants is Component life skills training are the
eliniblo. budgeting of resources and money

8) Housing search and counseling management, household management,
services. Costs of assisting eligible conflict management, shopping for food
program participants to locate, obtain, and other needed Items, nutrition, the
and retain suitable housing are eligible. use of p'ublic transportation, and parent
(i) Component services or activities

are tenant counseling; assisting training.
individuals and families to understand (11)Mental health services. Eligible
leases; securing utilities; and making costs are the direct outpatient treatment

of mental health conditions that aremoving arrangements.
(li) Other eligible costs are: provided by licensed professionals.
(A)Mediation with property owners Component services are crisis

and landlords on behalf of eligible interventions; counseling; individual,
program participants; family, or group therapy sessions; the
(B)Credit counseling, accessing a free prescription of psychotropic

personal credit report, and resolving medications or explanations about the
personal credit issues; and use and management of medications;
(C)The payment of rental application and combinations oftherapeutic

fees. approaches to address multiple
(9) Legal services. Eligible costs are problems.

the fees charged by licensed attorneys (12) Outpatient health services.
and by person(s) under the .supervision Eligible costs are ~e direc! ?utpatient
of licensed attorneys, for advice and treatment of ~edlCal cond~tlOnswhen
representation in matters that interfere provided by l~censed medical
with the homeless individual or family's ' pr~fession~s Including. .
ability to obtain and retain housing. (l) Providmg an an~lrsls ~r
(i)Eligible subject matters are child assessment of an Individual s health

support; guardianship; paternity; . problems and the development of a
emencipation; legal separation; orders of tre~~ent.plan; .
protection and other civil remedies for (n) ASSIstingindfviduals to
victims of domestic violence, dating understand their health needs;
violence, sexual assault, and stalking; (iii) Providing directly or assisting
appeal of veterans and public benefit individuals to obtain and utilize
claim denials; landlord tenant disputes; appropriate medical treatment;
and the resolution of outstanding (iv) Preventive medical care and
criminal warrants. health maintenance services, including
(ii) Component services or activities in-home health services and emergency

may include receiving and preparing medical services;
cases for trial, provision of legal advice, (v) Provision of appropriate
representation at hearings, and medication;
counseling. (vi) Providing follow-up services; and
(iii) Fees based on the actual service (vii) Preventive and noncosmetic

performed (i.e., fee for service) are also dental care.
eligible, but only if the cost would be t13) Outreach services. The costs of
less than the cost of hourly fees. Filing activities to engage persons for the
fees and other necessary court costs are purpose of providing immediate support
also eligible. If the subrecipient is a and intervention, as well as identifying
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potential program participants, are
eligible.

(j) Eligible costs include the outreach
worker's transportation costs and a cell
phone to be used by the Individual
performing the outreach.
(i1) Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or tolletrles: actively
connecting and'provldtng people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant Intake and assessment,
outpatient treatment, group and
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are ineligible. .
(15) Tmnspottation, Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical cere,
employment, child care, or other
services eligible under this section.
(Ii) Mileage allowance for service

workers to visit program participants .
and to carry out housing quality
insp'ectlons;
(Iii) The cost of purchasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v) The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transportation; and
(viJIf public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
needing car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A)Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B)Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car; and
(C)The recipients or subrecipients

may require program participants to

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) UUlitydeposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17)Direct provision a/services. Ifthe
service described in paragraphs (e)(1)
through (e)(16) of this section is being
directly delivered by the recipient or
subrecipient, eligible costs for those
services also include:
(I) The costs oflabor or supplies, and

materials Incurred by the recipient or
subrecipient in directly providing
supportive services to program
participants; and
(if) The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.
§578.66 Operating costs.
(a) Use. Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanent housing
in a single structure or individual
housing units.
(b)Eligible costs. (1) The maintenance

and repair of housing;
(2) Property taxes and insurance;
(3) Scheduled payments to a reserve

for replacement of major systems of the
housing (provided that the payments
must be based on the useful life of the
system and expected replacement cost);
(4) Building security for a structure

where more than 50 percent of the units
or area is paid for with grant funds;
(5) Electricity, gas, and water:
(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§678.67 Homeless Management
Informallon System.
(a)EJlgiblecosts. (1) The recipient or

suhrecipient may use Continuum of
Care program funds to pay the costs of
contributing data to the HMIS
designated by the Continuum of Care,
including the costs of:
(I)Purchasing or leasing computer

hardware;
(li) Purchasing software or software

licenses;
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;
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(iv) Obtaining technical support;
(v) Leasing office space;
(vi) Paying charges for electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMIS:
(vii) Paying salaries for operating

HMIS, including:
(A)Completing data entry;
(B)Monitoring and reviewing data

quality;
(C)Completing data analysis;
(D) Reporting to the HMIS Lead;
(E)Training staff on using the HMIS;

and
(F) Implementing and complying with

HMIS requirements;
(viii) Paying costs of staff to travel to

and attend HUD-sponsored and HUD-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(Ix)Paying staff travel costs to

conduct intake; and
(x)Paying participation fees charged

by the HMIS Lead, as authorized by
HUD, if the recipient or subrecipient is
not the HMIS Lead.
(2) If the recipient or suhrecipient is

the HMIS Lead, it may also use
Continuum of Cere funds to pay the
costs of:
(i) Hosting and maintaining HMIS

software or data;
(il) Backing up, recovering, or

repairing HMIS software or data;
(iii) Upgrading, customizing, and

enhancing the HMIS;
(iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems;
(v) Administering the system;
(vi) Reporting to providers, the

Continuum of Cere, and HUD; and
(vii) COnducting training on using the

system, including traveling to the
training.
(3) If the recipient or subrecipient is

a victim services provider, or a legal
services provider, it may use Continuum,
of Care funds to establish and operate a
comparable database that complies with
HUD's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.
§678.69 Project administrative costa.
(a)Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project
administrative costs related to the
planning and execution of Continuum



time and in such manner as HUDmay
require, must use HMIS data where
required to show the standards for
qualifying are met, and must contain
such information as HUD requires,
including at a minimum:
. (1) A report showing how the
Continuum of Care program funds
received in the preceding year were
expended;

(2) A specific plan for how grant
funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
forHPCs.

(c) Standards for quaJifying as an
HPC.To qualify as an HPC. a
Continuum must demonstrato through:
(1) Reliable data generated by the

Continuum of Care's HMIS that it meets
all of the following standards:
(i)Mean length of homelessness.

Either the mean length of episode of
homelessness within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(il) Reduced recidivism. Of

individuals and families who leave
homelessness, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
[iv) Servingjamilies and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) ofthe definition of
homeless in § 516.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or
(B)85 percent of those families

achieved independent living in
permanent housing for at least 2 years
followin~ termination of assistance.
(2)Rehable data generated from

sources other than the Continuum's
HMIS that is provided in a narrative or
other form prescribed by HUD that it
meets both of the following standards:
(i) Community action. All the

metropolitan cities and counties within
the Continuum's geographic area have a
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§518.43 through §578.57, because those
costs are eligible as part of those
activities. Eligible administrative costs
include:

(1) General management, oversight,
apd coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but am not limited to.
necessary expenditures for the
following:
(i) Salaries, wages, and related costs of

the recipient's staff, the staff of
subrecipients, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each person whose primary
rasponsibilities with regard to the
program involve program
administration assignments, or the pro
rata share ofthe salary, wages, and :
related costs of each person whose job
includes any program administration
assignments. The recipient may use
only one of these methods for each
fiscal year grant. Program
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules;
(B)Developing systems for assuring

compliance with program requirements;
(ClDeveloping agreements with

subrecipients and contractors to carry
out program activities;
(D)Monitoring program activities for

progress and compliance with program
requirements;
(ElPreparing reports and other

documents directly related to the
program for submission to HUD;
(F) Coordinating the resolution of

audit and monitoring findings;
(G)Evaluating program results against

stated objectives; and
(H)Managing or supervising persons

whose primary responslbllltles with
regard to the program include such
assignments as those described in
paragraph (a)(l)(i)(A) through (G)of this
section.
(ii) Trevel costs incurred for

monitoring of subrecipients;
(iii) Administrative services

performed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program. including rental or purchase of
equipment, insurance. utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum olCare
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.
(3)Environmental review. Costs of

carrying out the environmental review
resJlonsibillties under §518.31.
[b) Sharing requirement. (1) UFAs. If

the recipient is a UFA that carries out
a project, it may use up to 10 percent
of the grant amount awarded for the
project on project administrative costs.
The UFAmust share the remaining
project administrative funds with its
subrecipients ..

(2) Recipients that are not UFAs. If the
recipient is not a UFA, it must share at
least 50 percent of project
administrative funds with its
subrecipients.
§678.61 Relocation costs.
(e) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance with
§518.83.
§678.63 Indirect costs.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMBCirculars A-87
or A-122, as applicable.
(b)Allocation. Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMBCirculars A-87 or
A-122, as applicable.
(c)Expenditure limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§ 578.39,
518.41. and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh-Performlng
Communities

S678.66 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUD to have the Continuum be
designated a high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied for and made.
(b)Applying for HPC designation. The

application must be submitted at such
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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~aphic area.
(h) Renewing HPC status. If the

Continuum was designated an HPC in
.the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under §578.71, that
sucb activities were effective at
reducing the numberof individuals and
families who became homeless in that
community.

§ 578.67 PUblication 0' application.
HUDwill publish the application to

be designated an HPC through the HUD
Web site, for public comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for being one.

§578.69 Cooperation among antltlaa.
An HPCmust cooperate with HUD hi

distributing information about its
successful efforts to reduce
homelessness,
§678.71 HPc..llglbla activities.
In addition to using grant funds for

the eligible costs described in subpart D
of this part, recipient.'! and subrecipients
in Continuums of Care designated as
HPCsmay also use grant funds to
provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set forth in 24 CFR
576.103 and 24 CFR576.104, if
necessary to prevent the individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set forth in § 578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

§578.73 Matching requlremen18.
(a) 1ngeneral. The recipient or

subrecipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or in-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement. the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or are the solo
recipient for their Continuum. may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

subpart D of this part, except that HPCs
may use such match for the costs of
activities that are eligible under
§ 578.71.
(b) Cash sources. A recipient or

subrecipient may use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State, local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements oftbis section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this program,

(c) In-kind contributions. (1) The
recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subreclpient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case of HPCs, eligible under
§578.71. .
(2) The requirements of 24 CFR 84.23

and 85.24 apply.
(3) Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOU)between the
reoipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subrecipient's
organization. If the recipient or
subrecipient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.

(1) The MODmust establish the
unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, tho
profession of the persons providing the
service, and the hourly cost of the
service to 00 provided.
(ii) During the term ofthe grant. the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§678.76 Generaloperatlons.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes. the International
Residential Code or International
Building Code (as applicable to the type
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of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements .

(b) Housing quality standards.
Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A. B, J, and R apply. For
housing that receives project-based or
sponsor-based rental assistance, 24 CFR
part 35. subparts A, B, H, and R apply.
For residential property for which funds
under this part ore used for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A. B, K. and R
apply.
(1)Before any assistance will be

provided on behalf of a program
participant, the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQS. Assistance will not be provided
for units that fail to meet HQS, unless
the owner corrects any deficiencies
within 30 days from the date of the
initial inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2)Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continue to meet HQS.
(c) Suitable dwelling size. The

dwelllng unit must have at least one
bedroom or living/sleeping room for
each two persons.
(1) Chiloren of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
livinwsleeping room.
(2)1fhouseliold composition changes

during the term of assistance, recipients
and subrecipients may relocate the
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services.
(d)Mea-Is. Each recipient and

subrecipient of assistance under this
part who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.

(e) Ongoing assessment of supportive
services, To the extent practicable, each
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.
(f)Residential supervision. Each .

recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

(g) Participation of homeless
individuals. (1)Each recipient and
subrecipient must provide for the
participation of not less than one
homeless individual or formerly
homeless individual on the board of
directors or other equivalent
policymaking entity of the recipient or
subrocipient, to the extent that such
entity considers and makes policies and
decisions regarding any project,
supportive services, or assistance
provided under this part. This
requirement is waived if a recipient or
subrecipient is unable to meet such
requirement and obtains HUD approval
for a plan to otherwise consult with
homeless or formerly homeless persons
when considering and making policies
and decisions.
(2)Each recipient and subrecipient of

assistance under this part must, to the
maximum axtent practicable, involve
homeless individuals and families
through employment; volunteer
services; or otherwise in constructing,
rehabilitating, maintaining. and
operating the project, and in providing
supportive services for the project.
(li) Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
part in supportive services that are not .
disability-related services provided
through the project as a condition of
continued participation in the program.
Examples of disability-related services
include, but are not limited to, mental
health services, outpatient health
services, and provision of medication,
which are provided to a person with a
disability to address a condition caused

by the disability. Notwithstanding this
provision, if the purpose of the project
is to provide substance abuse treatment
services, recipients and subrecipients
may require program participants to
take part in such services as a condition
of continued participation in the
program.
(i) Retention of assistance after death,

incarceration, or institutionalization for
more than 90 days of qualjfying
member. For permanent supportive
housing projects surviving, members of
any household who were living in a unit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.
S578.77 Calculating occupancy charges
and rent.

(a) Occupancy agreements and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.
(b) Calculation of occupancy charges.

Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
of residing in the housing. However, if
occupancy charges are Imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family,.age of family members, medical
expenses, and child-care expenses);
(2) 10 percent of the family's monthly

income: or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.
(4) Income. Income must be

calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
pr{)gramparticipant's income initially,
and ifthere is a change in family
composition (e.g., birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly.

(c) Resident rent. (1) Amount of rent.
(i)Each program participant on whose
behalf rental assistance payments are
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made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of1937 (42
U.S.C. 1437a(a)(1}).
(iI) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).

(2) Review. Recipients or
subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.
(3) Verification. As a condition of

participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

1578.78 Limitation on transitional
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for independent living.
However, HUDmay discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.
§578.81 Term of commitment, repayment
of grimte, and prevention of undue bene'lts.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision.
Recipient and suhrecipients must
execute and record a HUD-approved
Declaration ofRestrictive Covenants
before receiving payment of grant funds.
(b)Conversion. Recipients and

subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is
operating as homeless housing or
supportive services for homeless
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individuals and families. must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive'
services. The primary factor in Hun's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geographic area.

(c) Repayment of grant funds. If a
project is not operated as transitional or
perinanent housing for 10 years
following the date of initial occupancy.
Hun will require repayment of the
entire amount of the grant used for
acquisition. rehabilitation, or new
construction, unless conversion of the
project has been authorized under

. paragraph (b) of this section. If the
housing is used for such purposes for
more than 10 years, the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for trensitional or permanent
housing.
(d) Prevention of undue benefits.

Except as provided under paragraph (e)
of this section. upon any sale or other
disposition of a project site that received
grant funds for acquisition,
rehabilitation, or new construction,
occurring before the 16-year period, the
recipient must comply with such terms
and conditions as Hun may prescribe to
prevent the recipient or subrecipient
from unduly' benefiting from such sale
or disposition.
(e) Exception. A recipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
of this section if:
(1) The sale or disposition of the

property used for the project results in
the use of the property for the direct
benefit of very low-income persons; ,
(2) All the proceeds are used to

provide transitional or permanent
housing that moet the requirements of
thisrart;
(3 Project-based rental assistance or

operating cost assistance from any
federel program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards.
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986; or
(4) There are no individuals and

families in the Continuum of Care
geographic area who are homeless, in
which case the project may serve

individuals and families at risk of
homelessness,

§678.83 DIsplacement, relocation, and
acqulanlon.

(a) Minimizing displacement.
Consistent with the other goals and
objectives of this part, recipients and
subreciplents must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families, individuals, businesses,
nonprofit organizations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section,
means any activity or series of activities
assisted with Continuum of Care funds
received or 'anticipated in any phase of
an undertaking. .

(b) Temporary relocation. (1) Bxisting
Building Not Assisted under Title IV of
the McKinney-Vento Act. No tenant may
be required to relocate temporarily for a
project if the building in which the
project is being undertaken or will be
undertaken is not currently assisted
under Title IV of the McKinney-Vento
Act. The absence of such assistance to
-the building means the tenants are not
homeless and the tenants are therefore
not eligible to receive assistance under
the Continuum of Gare program. When
a tenant moves for such a project under
conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA).
42 U.S.C. 4601-4655, to apply, the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments oonststent with
paragraph (c) of this section.

(2J Existing Transitional Housing or
Permanent Housing Projects Assisted
Under Title IV of the MCIUnney-Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe, and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions, The length of
occupancy requirements in §578.79
may prevent a program participant from
returning to the property upon
completion (See paragraph (c)(2)(iii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this I?aragraph must be provided:
(I) Reimbursement for an reasonable

out-of-pocket expenses incurred in
connection.with the temporary
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relocation, including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs; and
(H) Appropriate advisory services,

including reasonable advance written
notice of:
(A) The date and approximate

duration of the temporary relocation;
(B) The location ofthe suitable,

decent, safe. and sanitary dwelling to be
made available for the temporary
period;
(C) The reasonable terms and

conditions under which the program
participaIit will be able to occupy a
suitable, decent, safe, and sanitary
dwelling in the building or complex
upon completion of the project; and
(D) The provisions of paragraph

(b)(2)(i) of this section. .
(c) Relocation assistance for displaced

persons. (1) In general. A displaced
person (defined in paragraph (c)(2) of
this section) must be provided
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 49 CFR part
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe, and sanitary replacement
dwellings, not located in an area of
minority concentration, that are within
their financial means. This policy,
however, does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR 24.205(c)(2)(fi)(D).

(2) Displaced person. (I) For the
purposes of paragraph (c) of this section,
the term "displaced person" means any
person (family. individual, business.
nonprofit organization, or farm) that
moves from real property. or moves
personal property from real property,
permanently. as a direct result of
acquisition. rehabilitation. or
demolition for a project. This includes
any permanent, involuntary move for a
project. including any permanent move
from the real property that is made:
(A) After the owner (or person in

control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date of the
submission by the recipient or
subrecipient of an application for
assistance to HOD (or the recipient, all
applicable) that is later approved and
funded and the recipient or subrecipient
has site control as evidenced in
accordance with §578.25(b); or
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(B) After the owner (or person in
control of the site) issues a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recipient
or subrecipient obtains site control, as
evidenced in accordance with
§ 578.25(b), if that occurs after the
app'lication for assistance; or
(C) Before the date described under

paragraph (c)(2)(i)(A) or (B) of this
section; if the recipient or HUD
determines that the displacement
resulted directly from acquisition,
rehabilitation, or demolition for the
project; or

(D) By a tenant of a building that is
not assisted under Title IV of the
McKinney-Vento Act, ifthe tenant.
moves after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project; or
(if) For the purposes of paragraph (c)

of this section, the term "displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project that is made by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV ofthe McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A) The program participant moves

after executfon of the agreement
covering the acquisition, rehabilitation,
or demolition ofthe property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements, including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §578.77; or
(B) The program participant is

required to relocate temporarily, does
not return to the bullding or complex,
and anyone ofthe following situations
occurs:

(1) The program participant is not
offered payment for all reasonable out-

.of-pocket expenses incurred in
connection with the temporary
relocation;
(2) The program participant is not

eligible to return to the building or
comflex upon pro}ect completion; or

(3 Other conditions ofilie temporary
relocation are not reasonable: or
(C) The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move;

(2) The program participant is not
eligible to remain in the building or
comrlex upon pro,ect completion; or
(3 Other conditions of the move arc

not reasonable.
(iii) Notwithstanding the provisions of

paragraph (c)(2)(i) or (ii) of this section,
a person does not qualify as a
"displaced person" if: .
(AJ The person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see § 578.91); and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;
(B) The person moved into the

property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for any
relocation assistance provided under
this section), as a result of the project;
(C) The person is ineligible under 49

CFR 24.2(a)(9)(ii)):
(D) The person is a program

participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of-
occupancy restriction under §578.79: or
(E) HUD determines that the person

was not displaced as a direct result of
acquisition, rehabilitation, or
demolition for the project.
(iv) The recipient may request, at any

time, HUD's determination of whether a
displacement is or would be covered
under this section.
(3) Initiation o/negotiations. For

purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this

. C .
ATTACHMENT ••_._ •••••••••••

PAGE •••~e....OF ••••'11...PAGES

section, if the displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipient,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations does not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.

(d) Real property acquisition
requirements. Except for acquisitions
described in 49 CFR 24.101(b)(1)
through (5), the URA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e) Appeals. A person who disagrees

with the recipient's (or subrecipient's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with the
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

§578.85 Tlmellne ••• tandard ••
(a) In general. Recipients must initiate

approved activities and projects
promptly.
(b) Construction activities. Recipients

of funds for rehabilitation or new
construction must meet the following
standards:
(1) Construction activities must begin

within 9 months of the later of signing
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.
(2) Construction activities must be

completed within 24 months of signing
the grant agreement.
(3) Activities that cannot begin until

after construction activities are
completed must begin within 3 months
of the date that construction activities
are completed.
(c) Distribution. A recipient that

receives funds through this part must:
(1) Distribute the funds to

subrecipients (in advance of
expenditures by the subreclplents):
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(2)Distribute the appropriate portion
of the funds to a subrecipient no later
than 45 days after receiving an
approvable request for such distribution
from the subrecipient; and
(3) Draw down funds at least once per

quarter of the program year, after
eligiblo activities commence.

§578.87 Limitation on use of funds.
(a) Maint~nanCf1of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be.used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.
(b) Faith-based activities. (1) Equal

treatment of program participants and
program beneficiaries. (i) Program
participants. Organizations that are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a State or local
government receiving funds under the
Continuum of Care program shall
discriminate against an organization on
the basis of the organization's religious
character or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
reli~ous belief.
(il) Beneficiaries. In providing

services supported in whole or in part
with federal financial assistance, and in
their-outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis ofreligion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.
(2) Separation of explicitly religious

activities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
Including activities that involve overt
religious content such as worship,
religious instruction, or proselytization,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD-
funded programs or services.

(3) Religious identity. A faith-based
organization that is a recipient or
subrecipient of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided that it does not use direct
program funds to support or engage In
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, or proselytization,
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program· funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its Internal governance,
and it may retain religious terms in Its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.

(4) Alternative provider. Ha program
participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection, undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone, the
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§578.103(a){13).Recipients shall ensure
that all subrecipient agreements make
organizations receiving program funds
aware of these requirements.
(5) Structures. Program funds may not

be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority, applicants must show that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)ofthe Act, especially with
respect to children and unaccompanied
youth.
(b)Limit. No more than 10 percent of

the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.
(c)Exception. The 10 percent

limitation does not apply to
Continuums in which the rate of
homelessness, as calculated in the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.
§678.91 TermInatIon of •• alatance to
program partlclpanta.

(a) Termination of assistance. The
recipient or subrecipient may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not bar the
recipient or subraclpient from providing
further assistance at a later date to the
same individual or family.
(b)Due prooes», In terminating

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process of law. This
process, at a minimum, must consist of:

(1) Providing the program participant
with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;
(2)Written notice to the program

participant containing a clear statement
of the reasons for termination;
(3) A review of the decision, in which

the program participant is given the
opportunity to present written or ora)
objections before a person other than the
person (or a subordinate ofthat person)
who made or approved the termination
decision; and
(4)Prompt written notice of the final

decision to the program participant.
(c) Hard-to-house populations.

Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeloss persons must exercise
judgment and examine all extenuating
circumstances in detennining when
violations are serious enough to warrant
termination so that a program
participant's assistance is tenninated
only in the most severe cases.

5678.93 FaIr Houalng and Equal
OpportunIty.

(a) Nondiscrimination and equal
opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR5.105(a) are applicable.

(b) Housing for specific
subpopulaiions, Recipients and
subrecipients may exclusively serve !l
particuler homeless subpopuletion in
transitional or permanent housing if the
housing addresses a need identified by
theContinuum of Care for the
geographic area and meets one of the
following:
(1)The housing may be limited to one

sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physicallimiiations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;
(2)The housing may be limited to a

specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR 5.105
(e.g., the housing may be limited to
homeless veterans, victims of domestic
violence and their children. or
chronically homeless persons and
families).
(3)The housing may be limited to

families with children.
(4) If the housing has in residence at

least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project 50 long as
the child resides in the housing.
(5) Sober housing may exclude

persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing, using, or being under the
influence of illegal substances andlor
alcohol on the premises.
(6) If the housing is assisted with

funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulation, the
housing maybe limited to that
subpopulation (e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFRpart 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).
(7)Recipients may limit admission to

or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g., substance abuse
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addiction treatment, domestic violence
services, or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability. no
otherwise. eligible individuals with
disabilities or families including an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(c) Affirmatively furthering fair
housing. A recipient must implement its
programs in a manner that affirmatively
furthers fair housing, which means that
the recipient must:
(1)Affinnatively market their housing

and supportive services to eligible
persons regardless ofrace, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, arid maintain records
of those marketin~ activities;
(2)Where a recipient encounters a

condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and
(3)Provide program participants with

infonnation on rights and remedies
available under applicable federal, State
and local fair housing and civil rights
laws.
(d) Accessibility and integrative

housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 CFRpart 100), Section
504 ofthe Rehabilitation Act of 1973 (24
CFRpart 8), and Titles n and III of the
Americans with Disabilities Act, as
applicable (28 CFRparts 35 and 36). In
accordance with the requirements of 24
CFR8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities.

(e) Prohibition against involuntary
family separation. The age and gender
of a child under age 18 must not be used
as a basis fOJ:denying any family's
admission to a project that receives
funds under this part.
§578.96 Conflicts of Interest.
(a)Procurement. For the procurement

of property (goods, supplies, or
equipment) and services, the recipient
and its subrecipients must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for govornments) and 24 CFR
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84.42 (for private nonprofit
organizations).
(b) Continuum of Care board

members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial beneflts to the organization
that the member represents.
(c) Organizational conflict. An

organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or fotentially
unable to render imparUa assistance in
the provision of any type or amount of
assistance under this part, or when 8
covered person's, as in paragraph (d)(1)
of this section, objectivity in performing
work with respect to any activity
assisted under this part is or might be
otherwise impaired. Such an
organizatiorial conflict would arise
when a board member of an applicant
participates in decision of the applicant
concerning the award of a grant, or
provision of other financial benefits, to
the organization that such member
represents. It would also arise when an
employee of a recipient or subreciplent
participates in making rent
reasonableness determinations under
§578.49(b)(2) and §578.51(g) and
housing quality inspections of property
under §578.75(b) that the recipient,
subrecipient, or related entity owns.
(d) Ollier conflicts. For all other

transactions and activities, the following
restrictions apply:
(1)No covered person, meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exorcises or has
exercised any functions or
responsihilities with respect to activities
assisted under this part, or who Is in a
position to participate in a decision-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity, have a financial
interest in any contract, subcontract, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure .
. (2)Exceptions. Upon the written
request of the recipient, HUn may grant
an exception to the provisions of this
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2){H)of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2}(ii)of
this section.
(j) Threshold requirements. HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A)Disclosure of the nature of the

conflict, accompanied by a written
assurance, if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance wIth their written code of
conduct or other conflict-of-interest
policYiand
(B) An opinion of the recipient's

attorney that the interest for which the
exception is sought would not violate
State or local law, or ifthe subrecipient
is a private nonprofit organization, the
exception would not violate the
organization's internal policies.
tii) Factors to be considered for

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(c)(3)(i) ofthis section, HOD must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subrecipient's project,
taking into account the cumulative
effect of the following factors, as
applicable:
(A)Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available:

(B) Whether an opportunity was
provided for open competitive bidding
or negotietion,
(C)Whether the affected person has

withdrawn from his or her functions,
responsibilities, or the decision-making
process with respect to the specific
activity in question,
(D)Whether the interest or benefit

was present before the affected person
was in the position described in
paragraph (c)(1) of this section;
{ElWhether undue hardship will

result to the recipient, the subrecipient,
or the person affected, when weighed
against the public interest sorved by
avoiding the prohibited conflict;
(F) Whether the person affected is a

member of a group or class of persons
intended to-be the beneficiaries of the
assisted activity, and the exception will
permit such person to receive generally
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the same interests or benefits as are
being made available or provided to the
grouf or class; and
(G Any other relevant considerations.

§678.97 Program Income.
(a)Defined. Program income is the

income received by the recipient or
subrecipient directly generated by a
grant-supported activity.
(b) Use. Program income earned

during the grant term shall be retained
by the recipient, and added to funds
committed to the project by HUD and
the recipient, used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income, provided that the costs
have not been charged to grant funds.

(c) Rent and occupancy charges.
Rents and occupancy charges collected
from program participants are program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing may be
reserved, in whole or in part, to assist
the residents from whom they are
collected to move to permanent
housing.
§678.99 Applicability of other federal
requirement••
In addition to the requirements set

forth in 24 CFRpart 6, use of assistance
provided under this part must comply
with the following federal requirements:
(a)Environmental review. Activities

under this part are subject to
environmental review by HUD under 24
CFRpart 50 as noted in §578.31.
(b) Section 6002 of the Solid Waste

Disposal Act. State agencies and
agencies of a political subdivision of a
state that are using assistance under this
part for procurement, and any person
contracting with such an agency with
respect to work performed under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act, as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1)Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFR part
247 that contain the highest percentage
of recovered materials practicable,
consistent with maintaining a
satisfactory level of competition, where
the purchase price of the item exceeds
$10,000 or the value ofthe quantity
acquired in the preceding fiscal year
exceeded $10,000;
(2)Procure solid waste management

services in a manner that maximizes
energy and resource recovery; and
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(3) Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPA guidelines.

(c) Transparency Act Reporting.
Section 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB), requires recipients to
report subawards made either as pass-
through awards, subrecipient awards, or
vendor awards in the Federal
Government Web site www.fsrs.gov or
its successor system. The reporting of
award and subaward information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMB Policy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55869).
(d) The Coastal Barrier Resources Act

of1982 (16 U.S.C. 3501 et seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) ApplicabiJjty of OMB Ciniulars.
The requirements of 24 CFR part 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFR part
225-Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-apply to governmental
recipients and subrecipients except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFR part 230-
Cost Principles for Non-Profit
Organizations (OMB Circular A-122)j
and 2 CFR part 22O-Cost Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions ofthe McKinney-Vento Act
or this part.

(£) lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821-4846), the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851-4856), and
implementing regulations at 24 CFR part
35, subparts A, B, H,], K, M, and R
apply to activities under this program.
[g) Audit. Recipients and

subrecipients must comply with the
audit requirements of OMB Circular A-
133, "Audits of States, Local
Governments, and Non-profit
Organizations ..•

(h) Davis-Bacon Act. The provisions
of the Davis-Bacon Act do not apply to
this program.

(i) Section 3 of the Housing and
Urban Development Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFR part 135, as applicable.

Subpart G-Grant Administration
§578.101 Technical 88818t8nce.
(a) Purpose. The purpose of

Continuum of Care technical assistance
is to increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrecipients,
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants,
Continuum of Care, and Rural Housing
Stability Assistance programs: and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.
(b) Defined. Technical assistance

means the transfer of skills and
knowledge to entities that may need, but
do not possess, such skills and
knowledge. The assistance may include,
but is not limited to, written
information such as papers, manuals,
guides, and brochures: person-to-person
exchanges: web-based curriculums,
training and Webinars, and their costs.
(c) Set-aside. HUD may set aside

funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers.
(d) Awards. From Umeto time, as

HUD determines the need, HUD may
advertise and competitively select
providers to deliver technical
assistance. HUD may enter into
contracts, grants, or cooperative
agreements, when necessary, to
implement the technical assistance.
HUD may also enter into agreements
with other federal agencies for awarding
the technical assistance funds.

§578.103 Recorclkeeplng requirements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements of this part and
must establish and maintain sufficient
records to enable HUD to determine
whether the recipient and its
subrecipients are meeting the
requirements of this part, including:
.(1) Continuum of Care records. Each

collaborative applicant must keep the
following documentation related Lo
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establishing and operating a Continuum
of Care:
(i) Evidence that the Board selected by

the Continuum of Care meets the
requirements of §578.5(b)j
(ii) Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subreciplents:
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §578.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant amendments
from HUD, as set forth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.
(3) Homeless status. Acceptable

evidence of the homeless as status is set
forth in 24 CFR 576.500(b).

(4) At risk of homelessness status. For
those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that establish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 eFR 576.500(c).

(5) Records of reasonable belief of
imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence, dating violence, sexual
assault, or stalking under §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:
(i) Documentation of the original

incidence of domestic violence, dating
violence, sexual assault, or stalking,
only ifthe original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker,legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
asslstance: medical or dental records;
court records or law enforcement
records: or written certification by the
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program participant to whom the
violence occurred or by the head of
household.
(Ii)Documentation of the reasonable

belief of imminent threat of further
domestic violence, dating violence, or
sexual assault or stalking, which would
include threats from a third-party, such
as a friend or family member of the
perpetrator ofthe violence. This may be
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; current restraining order;
recent court order or other court
records; law enforcement report or
records; communication records from
the perpetrator of the violence or family
members or friends of the perpetrator of
the violence, including emails,
voicemails, text messages, and social
media posts; or a written certification by
the program participant to whom the
violence occurred or the head of
household.

(6) Annual income. For each program
participant who receives housing
assistance where rent or an occupancy
charge is paid by the program
participant, the recipient or subrecipient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by HUDand completed by the recipient
or subrecipient; and
(Ii) Source documents (e.g., most

recent wage Statement, unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
evaluetlon:
(iii) To the extent that source

documents are unobtainable, a written
statement by the relevant third party
(e.g., employer, government benefits
administrator) or the written
certification by the recipient's or
subrecipient's intake staff of the oral
verification by the relevant third party
of the income the program participant
received over the most recent period; or
(iv) To the extent that source

documents and third-party verification
are unobtainable, the written
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the 3-month
period following the evaluation.

(7)Programparticipant records. In
addition to evidence of "homeless"
status or "at·risk·of-homelessness"
status, as applicable, the recipient or

subrecipient must keep records for each
progt:am participant that document:
(iJThe services and assistance

provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in §578.37(a)(1)(ii)(F); and
(i1)Where applicable, compliance

with the termination of assistance
requirement in §578.91.

(8) Housing standards. The recipient
or subreulpient must retain
documentation of compliance with the
housing standards in §578.75(b),
including inspection reports.

(9) Services provided. The recipient or
subrecipient must document the types
of supportive services provided under
the recipient's program and the amounts
spent on those services. The recipient or
subrecipient must keep record that these
records were reviewed at least annually
and that the service package offexed to
program participants was adjusted as
.necessary.

(10) Match. The recipient must keep
records of the source and use of
contributions made to satisfy the match
requirement In §578.73. The records
must Indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and its subrecipients must
keep records to show compliance with
the organizational conflict-of-interest
requirements in §578.95(c), the .
Continuum of Care board conflict-of-
interest requirements In §578.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
conflict-of-interest policy developed
and implemented to comply with the
requirements in §578.96, and records
supporting exceptions to the personal
conflict-of·intorest prohibitions.

(12)Homeless participation. The
recipient or subreciplent must
document its compliance wIth the
homeless participation requirements
under §578.75(8).

(13)Faith·based activities. The
recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under §578.87(b).

(14)Affirmatively Furthering Fair
Housing. Recipients and subrecipients
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must maintain copies of their marketing,
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in §678.93(c).

(15) Other federal requirements. The
recipient and its subrecipients must
document their compliance with the
federal requirements in §578.99, as
applicable.

(16) Bubrecipiems and contractors. (i)
The recipient must retain copies of all
solfcitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.
(ii) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.
(iii) The recipient and its

subrecipients must retain copies of all
procurement contracts and
documentation of compliance with the
procurement requirements in 24 CFR
85.36 and 24 CFRpart 84.

(17) Other records specified by HUD.
Tho recipient and subrecipients must
keep other records specified by HUn.

(b) Confidentiality. In addition to
meeting the specific confidentiality and
security requirements for HMIS data,
the recipient and its subrecipiants must
develop and implemant written
procedures to ensure:

(1) All records containing protected
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance will be kept secure and
confidential;
(2) The address or location of any

family violence project assisted with
Continuum of Care funds will not be
made public, except with written
authorization of the person responsible
for the operation ofthe project; and
(3) The address or location of any

housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;
(c)Period oJ record retenUon. All

records pertaining to Continuum of Care
funds must be retained for the greater of
5 yoars or the period specified below.
Copies made by microfilming,
photocopying, or similar methods may
be substituted for the original records.

(1) Documentation of each program
participant's qualification as a family or
individual at risk of homelessness or.as
a homeless family or individual and
other program participant records must
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and
(2)Where Continuum of Care funds

are used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, or used, by
program participants.

[dJ Access to records. (1) Federal
C.overnment rights. Notwithstanding the
confidentiality procedures established
under paragraph [b) of this section,
HUD, the HUDOmce of the Inspector
General, and the Comptroller General of
the United States, or any of their
authorized representatives, must have
the right of access to all books,
documents, papers, or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits,
examinations, excerpts, and transcripts.
These rights of access are not limited to
the required retention period, but last as
lon&as the records are retained.
(2) Public rights. The recipient must

provide citizens, public agencies, and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 5 years,
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this part.
(e)Reports. In addition to the

reporting requirements in 24 CFR parts
84 and 85, the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR),as well as in any
additional reports as and when required
by HUD;Projects receiving grant funds
only for acquisition,. rehabilitation, or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision, unless HUDprovides an
exception under §578.81{e).
§578.105 Grant and project changes.
(a) For Unified Funding Agencies and

Continuums having only one recipient.
(1) Tho recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendment signed by HUD and the
recipient. Significant grant changes
include a change of recipient, a shift in
a single year or more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulation
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopuletlons
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in whioh the grant was originally
awarded, or the most recent NOFA, are
met.
(b) For Continuums having mote than

one recipient. (1) The recipients or
subrecipients may not make any
significant changes to a project without
prior HUDapproval, evidenced by a
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift ofmore than 10
percent from one approved eligible
activity to another, a reduction in the
number of units, and a change in the
subpopulation served.
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the-grant was
awarded, or the most recent NOFA.
Approval of shifting funds between .
activities and changing subpnpulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.
§578.107 SanctIons.

(a) Performance reviews. (1) HUDwill
review the performance of each
recipient in carrying out its
responsibilities under this part, with or
without prior notice to the recipient. In
conducting performance reviews, HUD
will roly primarily on information
obtained from the records and reports
from the recipient and subrecipients, as
well as information from on-site
monitoring, audit reports, and
information generated from HUD's
financial and reporting systems (e.g.,
LOceS and e-snaps) and HMIS. Where
applicable, HUDmay also consider
relevant information pertaining to the
recipient's performance gained from
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other sources, including citizen
comments, complaint determinations,
and litigation.

(2) If HUD determines preliminarily
that the recipient or one of Its
subrecipients has not complied with a
program requirement, HUDwill give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial facts and data
that the recipient has complied with the
requirements. HUDmay change the
method of payment to require the
recipient to submit documentation .
before payment and obtain HUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
program requirements.

(3) If the recipient fails to demonstrate
to HUO's satisfaction that the activities
were carried out in compliance with
program requirements, HUDmay take
one or more of the remedial actions or
sanctions specified in paragraph [b) of ,
this section.

(b) RtmJediaJactions and sanctions.
Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possfble, its.
adverse effects or consequences; and to
prevent its recurrence.

(1) HUDmay instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, including:

(1) Preparing and following a schedule
of actions for carrying out activities and
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities and projects;
(Ii)Establishing and following a

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(Iv)Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
(v) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the

remaining grant of a subrecipient and
either reallocating those funds to other
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subrecipients or returning funds to
HUD;and
(vii)Making matching contributions

before or as draws are made from the
recipient's grant.
(2) BUD may change the method of

payment to a reimbursement basis.
(3) HUDmay suspend payments to

the extent HUD determines necessary to
preclude the further expenditure of
funds for affected aetivltles or projects.
(4) HUDmay continue the grant with

a substitute recipient ofHUD's
choosing.
(5) HUDmay deny matching credit for

all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution .
determined to be ineligible. .
(6) HUDmay require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.

(7) HUDmay reduce or terminate the
remaining grant of a recipient.

(8) HUDmay condition a future grant.
(9) HUDmay take other remedies that

are legally available.
(c)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subreclpient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)Deobligation. HUDmay deobligate

funds for the following reasons:
(1) If the timeliness standards in

§578.85 oronot met;
(2) If HUD determines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) If the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;
(4) If the actual annual leasing costs,

operating costs, supportive services
costs, rental assistance costs, or HMIS
costs are less than the total cost agreed
to in the grant agreement for a one-year
period;
(5) Program participants have not

moved into units within 3months of the
time that the units are available for
occupancy; and
(6) The grant agreement may set forth

in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.
§578.1 09 C1os8out.

(a) In general. Grants will be closed
out in accordance with the requirements
of 24 CFRparts 84 and 85, end closeout
procedures established by HDD.
(b)Reports. Applicants must submit

all reports required by HOD no later
than 90 days from the date of the end
of the project's grant term.

. (c) Closeout agreemfHIt. Any
obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by HOD in
consultation with the recipient. The
agreement must identify the grant being
closed out, and include provisions with
respect to the following:
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(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;
(2) Identification of any unused grant

funds to be deobligated by HUD;
(3) Identification of any program

income on deposit in financial
institutions at tho time the closeout
agreement is signed;
(4) Description of the recipient's

responsibility after closeout for:
(il Compliance with all program

requiremonts in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum of Care
program funds available for closeout
costs and contingent liabilities;
(ii) Use of real property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(Iv) Compliance with requirements

governing program income received
subsequent to grant closeout.

(5) Other provisions appropriate to
any special circumstances of the grant
closeout, in modification of or in
addition to the obligations in paragraphs
(c)(1) through (4) of this section.
Dated:June 28, 2912.

Mark Johnston,
Assistant SecretaI)' for Community Planning
and Development (Acting).
[F'RDoc. 2012-17546 Filed 7-30-12; 8:45 am)
SILlING CODE 421ll-67-P
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Office of the Secretary. HUD

respect to data., :1Iiformation or re-
portCs) rsquired UDder subpart E of this
part (but that are not required by sec-
tions 309(m) or (n) of the Fannie Mae
Charter Aot or by 88ot1onB 807(e) or Cl)
of the Freddie Mao .Aot), the Seoretary
ma.y pursue any o:lvil or administrative
remedies or penalties ap.1Dst ths asE
that III&Y be ava.1l&ble to the Seoretar~.
The Secretary shall pursue such rem-
edies under ••pp1:Ioable law.

(3) ProoBllUrB8. The Secretary shall'
comply with the. prooedures set forth :In
Bubpart G of this part in oonnection
with any an1'oroement action that he or
ahe may initiate against a GSE under
paragraph (8) of this section.
[69 FR 88842, Nov, 2, 2004)

PART 84-UNIFORM ADMINISTRA-
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS OF HIGHER EDUCAnON.
HOSPITALS, AND OTHER NON-
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§84.1

Subpart A-General
fi 84.1 PUrp081lo

This part establishes uniform admin-
istrative requirements for Federal
grants a.ndagreements a~ded to tn-
stltutlons of hirber eduoation, bos-
pltals, and other non-profit orran1sa-
tiona. Additional OJ' inoonstatent re-
quiJ'ementBaball not be' impoled, ex-
oept as provided in II84.4, a.nd B4.14 or
unlees spllOif1oallyrequired by Federal
statute or exeoutive order. Non-profit
organiBatlone that implement Federal
programs for the States are allo SIlb-
jeot to State reqUirements.
§ 84.2 DeftnitioDlil.

Accrued ezpendltureB mea.ne the
ohargee inourred by the reoipient dur-
Ing a. given panod requiring the provi-
sion oUunde tor:

(1) Goodsand other ta.nglble property
received:
(2) Serv10esperformed by employees,

contraotors, Bubreoiplents, and other
payees: and
(8) Other amounts beooming owed

under progr&m8for which no ourrent
services or performance Is required.
Accrued !Mome mea.nethe BUmof:
(1) Ea.rningll during a given penod

from:
(1) Berv10esperfonned by the reoiPi-

ent; and
(11)Gooda and other ta.ng1bJe pro)}-

arty delivered to p11l'ohaaers;and
(2), Amounts becoming owed to the

reoiplent for whioh no ourrent lMlI'Vioes
or performanoe is required by the re-
oipient.

AcquIsition COlt of equipment means
the net :lnvoloeprioe of the equipment.
inoludlng the cost of modlfioationa, at-
ta.ohments, Moessones. or a.uxll1al'y
a.pparatus necessary to ma.ke the prop-
erty U/J&bJefor the purpose for which it
wa.s acquired. Other charges, such aa
the oost or installation, tra.napo~tlon,
ta.xes, duty or proteotive tn-tra.ns1.tin-
sura.noe, shall be tncluded or ezoluded
from the unit a.oqulsitlon cost in ac-
oorda.noewith the recipient's regular
a.ooounting-p.-..ot1oes.

Aclva7lOll mellll8a. pa.yment made by
Treaaury oheck or oth&r a.ppropria.te
pa.yment meoha.nism to a. reo1pient
upon its request either before outla.ys
are ma.deby the reoipient or through
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24 CFR Subtitle A (4-1-11 Edition)

the use of predetermined pa.yment
schedules.

Award mea.ns 1lnano1a.l a.ssista.noe
that provides support or stimulation to
aooomplish a publlo purpose. Awa.rds
include grs.nts and other agreements in
the Corm or money or property in Ueu
or money. by Ht1Dto an eU8'iblereolpl-
ent. The term doeanot include: tech·
nloa.l aaslats.noB, "hiob provides serv-
ices instead or money;other a.ssista.nce
in the form or loana. loan guarantees,
oa.pltaJ.advances under the Sections 202
a.ndBn progra.ms, interest subsidies. or
iJU!lUl'8,DOB; direct payments of any kind
to indiV1duaJs: and, oontraots whioh
a.re required to be entered into and a.d.
ministered under proourement laws
and regula.tionl!.

Oash. oontrlbutt07lll mea.na the reolpi-
ent's cub outlay, inoludlnll'the outla.y
or money oontributed to the reoipient
by tJUrd pU't1es.

ClOSBout mea.ns \he process by which
ROD determines th&t &.11a.pplioable a.d-
m1nlstratlve a.ot1onsand all required
work of the a.wa.rdhave been oompleted
by the reoipient andHUn.

Oontract means a proourement oon-
tract under s.n a.wardor subaward, a.rid
a proourement suboontraot IU1dera. re-
olplent's or BubreoipiBnt'scontra.ot.

OOBt sharing or matohtng mea.na tha.t
portion at projeot or program costs not
borne by IIUD.

Date 0/ oomplettoll mea.nathe da.te on
Whlah all work lUl4era.na.wa.rdis com-
pleted or the date on the award doou-
ment. or any supplement or amend-
ment thereto, on which BUD sponsor-
shtp ends.

Di.allowed costs means those chargee
to a.n a.ward that HODdetermines to be
una.llowa.ble. in a.ocorda.nOBwith the
a.ppl1oa.bleFederal COBtprinoiples or
other terms a.nd conditions oonta.i.ned
in the awa.rd.

EQUipment mea.nata.ng1blenonexpend-
able personaJ. property inoludlng ex-
empt property oharged dtreotly to the
awa.rdha.ving a uaefUlllte of more than
one year a.nd an aoquisitlon oost of
15000 or more )}llJ'unit. However, 000-
B1Btent with reoipient pol1oy, lower
Ilmlte ma.ybe established.

1h:ces8 :PJ'opertJ/ means property under
the control of HUn that, as determined
by the Secretary I 1ano longer required
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fOl'its needs or the disoha.rge of its re-
sponsibilities.

Exempt property means tang1ble per-
sonal property acquired in whole or in
pa.rt with Federal funds, where HUn
has sta.tutory authority to vest title 1n
the reoipient w:Ithollt further obliga·
tion to the Federal Government. An ex-
ample of exempt property authority 1&
oontained in the Federa.l Grant and 00-
operative Agreement .Aot (81 U.B.O.
63OS),for property aoqUired under an
award to oonduot basio or applled.re-
search by a non-profit institution of
higher eduoa.tion or nOn-profit organi-
za.tion whose principal purpose !s oon-
duoting soien1i1floresearch.

Fed.ara.l awtll'dfng OIJenatI means the
Federal agency that provides &naws.rd
to the reCiPient.
Feder41/ti.hd8 authorlzsd means the

total a.:inOll1itof Federal funds obU-
gated by HOD for use by the reo1p1ent.
T.hie amount may inolude IU1Y a.uthor-
!zed carryover of unobllg&ted fonde
from prior fundin&' I)llriods when per-
mitted by ROD regulations or imple-
menting instruotions. .

Federal 8114rs of i'eaJ property, equip·
ment, or supplies means tha.t percent-
a.geof the property's acqUisition costs
and a.ny improvement expenditures
paid with Federa.l funds.

FumUng period M8&l1S the period of
time when Federal funding 1s ava1la.ble
f01'obl1gationby the reoipient.

Intcmgfl1Z8 f»'oJ)BTtJl 4nd debt instru-
ments means, but is not limited to,
tradems.rka, copyrights, pa.tents and
pa.tent applications &nd such. property
as loans, notes arid other debt !natru-
.ments, 1888e agteements, stook and
other instruments of property owner-
Ship,whether oonsldered tll.1'lg'ibleor in-
tangible.

ObligClti01l8means the amounts of or-
dem ~~~, ooomwts &nd ~ants
a.wa.rded,servioes reoeived and simila.r
transactions du.ring a g1venperiod that
reqll1re pa.;ymentby the reo1pient dur-
ing the same or a.fUturs period.

Outla1l1 or llZ.PsndftuTe8 means ohs.rges
made to the projeot or program. They
may be reported on a oa.sh 01'aooruaJ
basis. For reports prepa.red on a oub
basis, outla.ys are the sum of oash dis-
bursemente for direot charges for goods
a.ndservioes, the amount of 1nd1re~ ex-
pense charged, tbe value of third party

§"84.2

in-kind oontributions applied and the
amount of oash advances and payments
made to subreo1pients. For reports pre-
pared on e.n aooruaJ basis, outlays are
the sum of oaah d1sbureements for di-
reot charges for goodSand services, the
amount of· Ind1reot expense in,ourred,
the v&1usof in-kind oontributions a.p-
plied, a.nd the net increaae (or de-
C!1'ea.ae)in the amounts owed by the 1'e-
o1pient f01'goods a.ndother property re-
oeived; fElr servioes pertormed by em- .
ployees, .oontractors, subreolplenta a.nd
other payees and other amounts be-
oOJil1ngowed under programs for wh:lch
no ourrent servioes or performanoe are
reqUired.

Per8onoJ pTozierl4l mes.ns property of
a.ny kind exoept real property. It may
be tangible, having phys10aJ eXistence,
or intangible, having no physical exist-
enee, such a.e oopyrig'hta, patents, or
seour1ties.

PrIor 4,1'J1TOt>4l means written a.p-
proval by e.n auth.or1aed offioiaJ evi-
deno1na'prior ooneent.

Program income means gross inoome
ea.rned by the recipient tha.t :IsdireotJy
genera.ted 'by a ·suppOrted aotivity Or
earned as a.result of the a.ward.(see ex-
clusions in fi§84.24 (e) and (h». Program
inoome includes, but 1s not limited to,
inoome from feel for servioes per-
formed, the use or rental of real or per--
sonaJ property acquired und81' feder-
a.lly-funded projeots, the eale of com-
modities or items fabricated under an
award,· lioense fees and royaJ.ties on
patents and oopyr1g'.b.ts,e.ndinterest on
loans ma4e with award fUnds. Int81'8st
earned on adve.no$llof Federal fUnds 1s
not program UJ,oome.Exoept as other-
w:lse provideli in ROD regulations or
the terms and oonditions of the a.ward,
program inoome does not inolude the
reoeipt 'of pr1no1paJ00 loans, reba.tes,
credits, d1sooWlts. eto., or interest
earned on any of them.

PrOj80t cortI means a.ll allowa.ble
costs, as llet forth 1n tbe app1ioable
Federal oost prmoiples, inourred by a
reoipient and the vaJue at the oontribu-
tions made by tll1rd parties in aooom-
plishing the objectives of the awa.rd
during the PI'ojeot period.

Proj80t period means tlle period estab-
lished in the a.ward dooument during
Which BUD sponsorship begins a.n(1
ends.

!.,
I
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§84.2

PropfJrt:u mea.ns, unlesa otherwiee
stated, rell.l property, equipment, in-
ta.ngible property and debt inatru-
menta.

Real propertJ/ mea.ns land, lnoluding
la.nd improvement8, struotures a.nd ap'
purtena.nOBBthereto. but excludes mov-
able ma.ohinery and equipment.

Recipient mea.ns a.n orrani_tioD re-
oe1v1ng ftnano1al a.as1Bta.noe direotly
from HUD to oa.rry out a projeot or
proeram. The term inoludes publio and
private institutione of higher edll-
oa.tion, publio and priva.tehospitals,
and other quui-publio and private non-
profit organillations such as, but not
limited to, oommunity aotion agenoies,
research inatitutBB. eduoa.tiona.l asso-
oia.tions, and health oenters. The term
inoludBB commeroial Organizations.
international orgll.1liza.tiODswhen oper-
a.tlng domestioaJly (BUOhas agene!ea of
the United Na.tions) wlrlch are recipi-
ents. SUbrecip1811ts, or oontractors or
Buboontra.otors of recipients or sub-
recipients. The term does not include
governmentrowned oontra.otor-opera.ted
fa.o1ltties or reaearob oenters prOviding
continued support for miss1on-oriented,
la.rge-soale programs that are lovern-
ment-owned or oontrolled, or are des-
ignated &Il federaJlY-tunded research
and development oentm'e. The term
does not include mort&'llI'ors that re-
ceive mortgages inaured or held by
HUD or mortll'lll'Ora or project owners
th&t reoeive oe.pital advanoss from
HUD under the Seotion 202 and 811pro-
gra.ms.

ReBearo1r.and development mea.ns a.ll
reaea.rch a.otivities. both basic and ap-
plied. and all development aotivities
that are supported at universities. cot-
leges, and other nOD-profit institu-
tions. "Research" Is defined a.s a BYB-
tematio studyd1reoted towa.rd fuller
scientific knowledge or understa.n4ing
of the subjeot' studied. "Development"
is the systematic use of knowledge and
understanding gained from research di-
reoted toward the production of ueef\1l
materials, devioes, S:V8tems. or meth-
ods, inoluding design and development
of prototypes and proossses. The term
research also includes activities in-
volving the tra.ln1ng of individuals in
researoh techniques where such aotivi-
ties utilize the same fa01llties as other
resea.roh and development activities

24 CFRSubtitle A (4-1-11 Edition)

a.nd where such a.otivities a.re not in-
cluded in the instrl1ction funotion.

Small awards meane a. grant or coop-
erative agTeement not exceeding
$100.000 or the small purohue thresbold
fixed a.t '41 U.S.O. 409(11). whiohever is
grea.ter.

Subawam means:
(1) An award of finanola.l a.sB1Sta.noe

in the form of money, or property in
Ueu of money, made under an a.wa.rd by
a reoipient to an el1e'1ble Bubreoiptent
or by a subrecipient to a. lower tier aub-
recipient. The term includes flnanoial
UB1sta.noe when provided by any legal
a.greement, even if the ..greement Is
oalled a oontract, but 4oesnot Inoll1de
proourement of goods and services nor
does it include any form of 8.B8istll.Iloe
which is excluded from the def1nition
of "e.ward". '

(2) 11'01' Oommunity pevelopment
mook Grants, the term "SIlb&Wa.rd"
does not 1no1.ude the a.n'Ul&'ement
whereby the prime recipient tranders
funds to lUl.other entity and that entity
is the projeot. A distinotiOn is ma.4e be-
tween suob a tra.nster tor the further-
anoe of the pr1me reoipient's goals and
the transfer of funds to a subreclp1ent
who oa.rries out a.otivities and Is ao-
oountable to the prime reoipient. For
exe.mple, in a ODBG a.ward where a
prime reoipient has as its program goa.)
the rev1tal1za.tion or a downtown area.,
the tunds transferred to a buainess in
the downtown area to 1'emodellts store
would not be oonlldered a. subaward
sub380t to this part 84.

Subreoiplent means the lera.) entity to
which a suba.ward Is made and whioh Is

. a.ooount&ble to the recipient for the use
of the funds provided. The term In-
oludes oommeroia.) orga.n1za.tione and
interne.tiona.) organize.tions operating
domestically (such as agenoies of the
United Nations);

SUpplies mea.ns all personal property
exoluding equipment, tntanglble prop-
erty, and debt inStrUments as defined
in this aeotion. and.inventioDs of a eon-
traotor conoeived or first a.otually re-
duoed to practios hi the performanoe of
work under a. funding agreement
("subjeot inventions"). as defined in 3'1
OFR part 401, "Rights to Inventions
Made by Nonprofit Organiza.tloDs a.nd
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BD;lallBus1ness Fil'J118Under Govern~
ment Gra.nts, Oontrapts, and OOOPel''''
tive AgreementB."
SUSpenrfon means an actton by ROD

that tempOl'a.r1]ywithdraws BUD spon~
sOl'BhipUIider an a.ward, pending oo~
reotive actlon' by the reoipient or pend~
mil' a de(flrdonto termina.te tha a.wa.rd'
by HOD. Suspension of an ••wa.rd 1s a
separata aotion 1l'om suspensions under
HOD regulations imPlementing :m.O.
12649 and E.O. 12889; "Debarment and
Buspenrdon," lotIIOFBPa.1'ta424.

Termination means the oanoella.tion
of HUD sponsoralrlp, in whole or in
part, under:a.n arreemsnt ••t any time
prior to the date 01' oompletion.

Third IN!.rtv in-kind contrfbutionB
means the vaJue of non~oash oontribu-
tions provided by non-Federa.l third
pa.rt1es. Tlnrd partr in-ldnd oontribu·
tions may be in the form of real prop-
erty, eqllipment, Ilupplies and other ex~
pelldable proPerty', and the value of
goods and servioes direotly benefiting
and Spso1:11callyIdentifia.ble to the
projeot or prOll'ra.m.

Unltguidated obllgationa, 1'01' f1n&no1al
reports prepa.redon a oash baate, means
the &mount of obliga.tions inourred by
the reo1p1enttba.t have not been paid.
For repOrts prepa.red on an aoorued 8J[~
PJmditure ba.eis, they represent the
amount of obligations incurred by the
recipient 1'or which a.n outlay ha.e not
bem reoorded.

UnobZfgated ba.la7We means the por-
tion of the funds a.uthor.lzed by HOD
that ha.anot been obl1ga.teiiby the re-
olpient a.nt11sdetermined by deduoting
the oumulLtive obl1gationa from the
oumulative funds a.uthorized.

Unrecoverea indirect ooBt means the
differenoe between the amount a.warded
and the amount whlob oould have been
a.wardedunder the reo1p1ent's approved
negotiAted indireot oqat rAte.

Worktng ca.p£tal cuttlance mea.ns a pro-
oedure whereby fUnds are advanced to
the reoipient to oover its eBtima.ted
d1sbUl'sementneeds for a given in1tial
pel'lod.
[fill ll'& 4'1011, Sept. 18, 1994. &8 AmeDded at 72
FE!. '18492. Dec. 2'1. 1lO000J

§84.8 Effect on other iasuanoes.
FOl' a.Wal'llssubjeot to this Pal't, &11

a.clm1nistrAtivel'equil'Bments of oodi-
fied prorram regulations, program

§84.1O
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manuals, handbooks a.nd other nOD-
reglllatory ma.ter1als which are mcon-
sistent with the requirements of this
part BhaJlbe superseded, exoept to the
extent they a.re required bJr sta.tute, or
authorized in a.ooorda.noewith the deVi-
a.tions llrov1rdonin §84.4. .

t 84.4 DeviatioDB.
The DUlos of Management and :Budg-

et (OMll) ma.y grant exoeptlOl1B:[or
o1a.eseBot S'l'ante or 1'eoiplents sub~eot
to the requ:irements of this role when
exoeptIons are not prohibited by stat-
ute. Bowever, in the interest or ma.x-
imum un1form1ty, exoeptionS' from the·
requirements of this rule sball be per-
mitted only in WlUSUaJoiroumata.noes.
BUD may apply more restrlotive re-
quirements to a. olMB of reoipients
when a.pproved by OMB. HOD ma.y
apply less restriotlvEi requirements
when a.wardiJis'emu1 awa.rdBand when
a.pproved by OMB. except for those re-
ql1irementB whiob are statutory. Ex-
oeptions on a o&Be-by~o&Beba.Bis ma.y
uo be made by HOD.

§84.6 Subawards.
UnlBllS seotions of this pa.rt speoifi-

oally ex~ude sl1breo1piente from eov-
erage. the prov1siolllSof this pa.rt IIhaJl
be applied to aubreolplente per!orminS'
wOl'k under awards if suoh subreoipl-
ents are 1nBt1tutions 01' higher edu~
oa.tion,hospit&1s,oommercial orga.niza-
tions and international orga.n1za.tions
opera.t1ng domestioally, or other non~
profit organiza.tions. State, 100&1 a.nd
Federally reoognized Indla.n tribal gov-
ernment subreo1p1ents are subjeot to
the provisionB of regula.tions imple-
menting .the grants management oom-
mon rule, ",Administra.tive Require-
ments ror Gra.nts and Oooperative
Agreements to Sta.te, Looa.1a.n.d Fed~'~
ally Reoognized India.n Triba.l Govern-
ments. II (24 OPR part 86).

[

l
Subpart B-Pre·Award

Requirements

.8UO Purpose.
Seotions 84.11 tlu'ol1gh 114.1'7prescribe

forms and instrll0tioDs and other pre-
a.wB.1·dma.ttBl's to be used in a.pply1ng
for HUn a.wards.
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584.11

§84.11 Pre-award poHoies.
(a) u.e of Graf1" anti Oooperative

Agreements, and Oontraots. In each in-
stanoe, BUD shall deoide on the a.ppro-
pria.te a.ward. instrument (l.e., rrUlt,
oooperative agreement, or oontra.ot).
The Federal GrAnt ed Ooopera.tive
Agreement Aot (31U.S.O.6301-0B)gov-
erne the use of STa.nts, ooopera.tive
agreements a.nd oontr&ots. A gra.nt or
oooperative &fl'1'eementshall be used
only when the prinolpal purpose of a.
tra.neaotion is to aooompUsh a. publio
purpoBe of Bupport or Btbnula.tion au-
thorized by Federal Bt&tute.The sta.tu-
torY criterion for choosing between
8'l'lUltsIUldooopera.tive &fl'1'8ementsis
tha.t for the latter, "aubBtantial in-
volvement 18expected between the 1lX-
eoutive agenoy and the Sate, looal
govemment, or other ,:eoipient when
oa.rry1ngout the a.otivity oontempla.ted
in the agreement. "Oontr&ots Bhall be
used when the prtnoipa.l purpoBe1Bac-
quisition of property or servioes ror the
direot· benefit Or use of the Federal
Government.
(b) Public Notice and Prlorlt1/ Setting.

HOD Bhall not;11ythe pubUo of its in-
tended fund1ng priorities for dtsore-
tiona.ry grant progra.ma,unleBBfUndtng
priorities are established by Federal
statute.
§8.U2 Forms tor applying tor Federal

asidstanoe.
Ca)HOD Bhall oomply with the appli-

oable report oleara.noe requirements of
5 OFR pa.rt 1820, "Oontrol11ng P"per-
work Burdens on the PubUo." with re-
g8l'd to all forma used by HOD in plaoe
of or &B a. Bupplement to the Standard
Form 424(SF-424)eeries.
(b) Applicants eball uee the BF-424S8-

ries or those forms and instruotions
presorlbed by HUD.

(0) For Federal programs oovered by
E.O. 128'12, "Intergovernmental Review
of Federal Programs," the a.ppl1oa.nt
shall oomplete the a.ppropria.teseotions
of the SF-424(Application for Feder&1
Assistanoe) indicating' whether the ap-
plioat1on was sub3eot;to review by the
Bta.te Sing'le Point of Oont&ot(SPOO).
The name and address of the SP~C for
a partioular State oan be obta.inedfrom
the Oatalog of F8deral Domestic A8Bltt-
anes. The SP~C shall a.dvise tbs appli-
cant whether the program for which

ATrACHMENT •••._-.l2.••__..
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ap))lication 1s ma.de has been seleoted
by that State for review.
§84.18 Debarment and suspensionl

Drug·Free Workplaoe.
(a) Reo1plenta and aubreoipients shall

oomply with the rovernmentwlde non-
proourement dsba.rment and suspension
requirements in :IIOFR put 24Z4. TheBe
governmentwide requirements restriot
suba.wa.rdBand oontraots- with certain
puties that are debarred, suspended, or
otherwise excluded trom or ine1igibls
for partioipa.tion in fsderM assistanoe
proll'1'ameor activities.
(b) Recipients and aubreolpient/l shall

oomply with the requirements of the
Drug-Free Workplace Aot of 1988 (42
U.S.C. 701). &B set forth at Z4 OFR part
21.
['12 Jl'R 'lSW, DOG.lI'. 900'7]

§84.14 Special awlll'dClOJ1ditJOD&.
If an applicant or reo1p1ent:
(a.) lIas a. bistol'1 of poor perform-

ance;
(b) Is not finAnoiallyata.ble:
(0) Baa a. management system tha.t

does not meet the standards presoribed
in this part;

(d) Baa not oonformed to the terms
and oonditions of a previous "w8l'd; or
(e) Is not otherw1eeresponsible, BUD

may impose a.dditional requirements u
needed, provided tht.t such applioAnt or
reoipient IS notified in writing &B to:
tbe nature of the a.ddttional require-
ments, the reason why the a.dditional
requirements are being imposed, the
na.ture of the ooiTeetive aotion needed,
the time allowed ror oompleting the
oorreotive &otions,and the method Cor
reQueBting reconstdera.tton of the &.ddi-
tional requirements impOsed. Any spe-
oial oonditions Bhall be promptly re-
moved once the oonditione th"t
prompted them have been corrected.
184.11 Metric system ofm_surement.
The Metrio Oonversion Aot, 8.S

amended by the Omnibus Trade and
OompetitivenesB Aot (15U.S.C.205) de-
clares that the metrio system is the
preferred meuurement system for U.S.
trade and oommerce. The·Aot requires
each Federal agen01 to eBta.bl1sha.date
or dates in oon8ultation with the Seo-
retary or Commerce. when the metric
system of mea.surement will be used in

458
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the ag-&noY'1l proourements, STants, and
othel' btlldness-related aotivities. Met-
rio implementation may take longer
where the use or the system is iIdtia.lly
impraoti~ or likely to oause stgntfi-
OlL11tinef1'.loienoies:in the accomplish-
ment ot federaJIy.:fundedaotiv1tiea.
RUD BhaJl follow the prov1Bionaofm.o.
12'170, "Metric U8age 1D Federal Gov-
ernment ProSTl!.IDs.II

t 84..16 Resource Conservation and Re·
oovaryAot.

Under the Reaouroa Oonservation and
Reoovery Aot (BOll.A) (pub. L. 94-580,
42 U.S.O. 896S), a.DY State agenoy or
agenoy o! a polit1oal subdivision or a
Sta.te WblohiI UBiIIg appropriated Fed-
eral flmcla must oompl1 with Beot1on
6002. Seation 6002 requires tha.t ;pref-
erence be a1ven .in proClUl'ementpro·
gra.ms to.the purohaae ·orspeoifio prod-
uots oonta:ln1ng reoycled ma.ter1a1s
identified 1D ga1delinea developed by
the Environmental Proteotion Agency
(EPA) (40 CIFR lla.rtS 24'1tbrough 264).
A0001'lllngly,State IL11dlocal institu-
tions of'l:rlg'her eduoa.tlon, hosplta1a.
oommercial orga.n1zationa and inter-
nationa.l orga.n1za.t1onawhen opera.ting
domestioaJly, and non-profit orga.n1l18.-
tiona tha.t reoeive direot Federa.l
awa.rde or ather Federal funds shall
givs preferenoe in their procurement
programs :fundedwith Federa.l :fundsto
the purohaae or reoycled produots pur-
suant to the EPA gu1del1nee.

§84.17 CerlifioatioDs aDd represents.
DOnB.

Unlees prohibited by statute or oodi-
fied regi1la.tion.BUD 1s authorised and
enooura.gedto allow reoiplents to sub-
mit certifioa.tions and representations
l'equired by statute, 8Xeoutiveorder, or
l'Bgulation OD.1L11annual baais, if the 1'0-
cipients have ongoing and oontinuing
rela.tioDBhipswith the &genoy.Annual
oertifioa.tions and repreeentations ehaJ1
be signed by reeponsible· ofi'101a1swith
the a.u.thority to ensure reoipients'
compl1anoewith the pertinent require-
ments.
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Subpart C-Post·Award
RequIrements

FDiANOlAL AND PROGRAM MANAGEMJiIN'1'

§84.10 Purpose. of finanoial and pre-
gram JDaJ11lgement.

Seotiona 84.S1 through BUB preacribe
sta.ndarda for 11nanoiBl ma.ns.gement
systems, methode for maJs:1ng pa.y-
ments and ro1es for: aatiBfY:1ngoost
sharing IL11dmatching ·requirements,
a.oo6unttngfor program income, budget
rev1siona.pprovals, ma.k1nr a.udits, de-
termining a1lowab1l1ti of oost, a.nd es-
tabl1BbingfUM av&1lab1l1ty.
184.21 Standards for tinanalal JD8D'

agement l.YJItema. .
(a.) HOD aha1l require reoipients to

relate finano1a.1data to performanoe
data and develop un1t cost information
whenever praotioal.
(b) Reoipients' f1Danc1alma,nagement

syat8lIl8shaJl provide for the following:
(1) Aooura.te, ourrent and oomplete

disolosure o! the finanoial results of
eaoh . federa.lly-sponsored pro,eot or
program in aooorda.noewith the report-
inll' reqUirements Bet forth :In§BUS. If
a.. reoipient ma.1nta.1ns its reoords on
other than an aooruaJ. basil, the reoipi-
ent Bba1lno.t be required to eata.bl1ah
a.n &OOl'lla.l a.ooount1ng system. These

. reo1p1entsmay develop suob &.OOl'Ual
data for their reports on the baatBof a.D.
a.pa.lysisof'the dooUmentation on hand.
(2) Reoords tha.t identify a.dequately

the souroe and allplioa.tion of'fonds for
federally-sponsored activities. These
reoords shall contun informat1on per.-
taining to Federal awa.rc:1s.authorisa.-
tions, obllll'a.tiona, unObligated bal-
anoes, assets, outlays, inoome and In-
terest.
(8) Effeotive oontrol over and ao-

oountab1l1tyfor aJI funds, property and
other assets. ReCipients IlhsJl &de-
quately sai'eiua.rd all Buoh assets a.nd
assure they al'Bused solely for autbor~
lzed purpoees.
(4) Oomparison of outlays with budg·

et amounts ;[01'ea.ab award. Whenever
a.ppropriate, fina.nola.l Informa.tio11
should be related to performa.noe and
unit oost da.ta..
. t6) Written prooedures to minimize
the time ela.pslnll'between the tl'anBfel'
or funds to the reo1plent from the U.S.
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Treasury a.nd the issua.noe or redemp·
tion of oheoks. warrants or payments
by other mea.ns tor program purposes
by the recipient. To the extent that the
provisions of the Ow Mana.gement Im-
provement Aot (OMIA) (pub. L. 101-463)
govern, pa.yment methods of State
agenoies, instrumentalities, a.ndfisoal
agents BhaJI be oonel,tent with OMIA
Treasury-8ta.te Agreements or the
OMU defa.ult prooed121'8Boodified a.t 81
on part 205, "WithdrAWaJ of Oash
from the Treasury :CorAdvanoes under
Federal Grant and Other ProgTams ."
(6) Written prooed121'es for deter-

mining the reil.aonablenBBB,a.llooabU1ty
and a.llowa.b1ltty of oosts in a.ooordanoe
with the provisions of the a.pplioable
Fede1'8.l cost llr1Do1ples and the terms
and oonditione of the award.

('1) Aooounttng reoords includina' oost
aooount1ng reoorda that are supported
by source documentation.
(0) Where the Federa.1 Government

guarantees or inaures ths repayment of
money borrowed by the recipient. HUD.
at ita disoretlon. maY reqUire a.dequa.te
bonding and insl11'J.Doeif 1;he boncHng
and 1ne121'anoerequirements of the re-
Dipient are not deemed adellua.t& to
proteot the interest of the Fede1'8.1Gov-
ernment.
(d) ED ma.y require adequlI.te fidel-

Ity 'bond ooverage where the reoipient
lAoka suffioient ooverap to proteot the
FederaJ Government's interest.
(e) V\1hare bonds arB required in the

B1.tuatiODSdeaor1bed &bovs, the bonds
ahaJI be obtained from oompa.nies hold-
l.ng oertU'1oa.tes of Authority 8,Il a.ooept-
able sureties. as presoribed in 81 Oll'R
pa.rt 223. "Surety Oompa.nies Doing
Businsss with the United States."

184,22 P~ent.
(a) Payment methods shall m1n1mlze

the time elapsing between the tra.nsfer
of !lmds from the UDij;ed States Treas-
U17 a.nd ~e iasU8.Doeor redemption of
chooks. warrants. or payment by other
meane by the recipients. Payment
methods of State agencies or instru-
mentalities shall be oonsistent with
Treasury-Sta.te OMU agreements or
default prooed121'es oodified a.t 81 Oll'R
part 205.
(b) Reoipients uo to be paid in ad·

vance, llrovided they ma.1nta.in or dem-
onstrate the wUllnrnoss to ma1nta.in:

24 CFR Subtitle A (4-1-11 Edmon)

(1) Writlten prooedures that minimize
the time elapsing between the transfer
of funds and disbursement by the re-
olpientj and
(2) Financial rnanarement 8ystems

that meet the standards for fund eon-
trol and aooountabU1ty as eata.bl1shed
in 184.21. Oash advAnOBsto a reoipient
orga.n1Ba.tion shall be limited to the
minimum amounts needed and be
tlmed to be in a.oooi'danoe with the ac·
tual, immed1a.te oash requirements or
the reoipient or8'an1Ia.tlon in oarrytng
out the purp08e of the approved Pl;O-
gram or projeot. The timing and
amount oC ouh advances shall be as
01088 as is a.dmin1strative1y feasible to
the aotnaJ disbursements by the reoipi·
ent organilla.tion for cHreot program or
projeot oosts a.nd the proportionate
sha.re oC any a.llowable incHreot ooats.
(0) Whenever poBBible. advances shall

be oonsol1dated to oover anticipa.ted
oaeh needs for all awa.rds made by BUD
to the recipient.
(1) Adva.nce pa.yment mechanisms in-

olude. but a.re not J1m1ted to. Treasury
check and eleotronio funds tra.nafer.
(2) Advance pa.yment meobaniams are

subject to 81 OFR put 206.
(8) Reoipients aha.Jl be authorized to

submit requests for advanoes and retm-
b121'semen.ts a.t lust monthly when
eleotronlo fUnd tranJJ[ers arB not used.
(d) ReQ.uests· for Treaeary check a.d-

va;noe pa.yments aba.ll be 8I1bmltted
through electronio means determined
by the authorll1ng HOD program. or on
forms as may be &uthoril!l8d by OMB.
This form is not to be used when Treas-
ury Check advanoe pa.yments a.re made
to the reoipient automatioaUy through
the use of a. predetermined payment
schedule or 1£precluded by llpecia.1HUn
instruotions for electronic fnnds trans-
fer.
(e) :a.ebnbursement is the preferred

method when the requirements in para-
gr&1Ih(b) of this 8eotion oa.nnot be met.
BUD m&y &lao use this method on any
oonstruotion aBT88msnt. or if the
m••,or portion of the oonetruotion
projeot 1s aooompl1shed through pr1~
va.te market fina.no1ng' or Federal
loans. &nd the Federa.1 assist&noe con-
stitutes Aminor portion of the projeot.
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(1)Wlle.uthe reimbursement method
1sused, HUD Bhallmake pa.yment with-
in 80 days after reoeipt of the billing,
unlese the bUl1Dlf1simproPIll',
(2) Reo1,p1entsBhall be authorised to

submit request for reimbursement a.t
least monthly when eleotronio funds
tra.ns1'ersare not used.
(1) If a.reoipient cannot meet the ol'i-

ter1a for advanoe payments and HOD
has determineC/.that reimbursement 1s
not feasibls beoause the reoipient la.okB
suffioient working cap1tal, :HODmay
provide cash on a. working cap1taJ ad-
vanoe b&a1a,Under thie procedure, !IUD
shall advimoe oash to the reoipient to
ooverits estimated disbursement needs
for an in1tiaJ period generally geared
to the a.wardee's d18burs1nr oyole.
T.herea.fter.HOD &ball reinlburse the
reoipient for its aot\1llJ oash dieburse-
ments. The wotk1ng capltaJ advanoa
method or payment shall not be used
for reoipients unwi11iDgor unable to
provide timely 84va.noes to their sub-
reoipient to meet the Bubreoip1ent'sao-
tual oash diebureementa,
. (g) To the extent a.vaila.ble, reoipi-
ents 8ha1l disburss funds available from
rspayments to and interest ea.med on a
revolving :fund, program inoome, re-
bates, refUnds, oontract Bettlements,
audit recoveries and interest ea.rned on
such flmds before requesting additlonaJ
oa.ehpayments,
(h) Unless otherw1ee required by sta.t-

ute, BUDshall not withhold payments
for proper chargee made by reo1pients
at any time dtlIi.ng the proj80t period
unless pa.ragraphs (h)(l) or (h)(2)of thie
seotion apply,
(1) A re01pient has fa.11edto oomply

with the projeot objectives, the terms
and oonditions of the award, 01' Federal
reporting requirements.
(2) The reo1p1ent or subreolplent is

delinquent in a. debt to the United
States as defined in O:Ml3Oh'Oulu A-
129, "Ma.nag1ng FedereJ Oredit PI'O-
grams," Under suah oonditions, HUD
. may, upon reasonable notioe, inform
the l'801pient tha.t payments Bball not
be made for obligatiOns inolU'l'edafter
a. speoified date until the oonditions
a.re oorreoted or the indebtedness to
the FedereJ Govel'1lmentis liqu1da.ted,
(1) Standards governing the use of

.ba.nksa.ndother institutione as deposi.

§84.22

torlee of funds adva.noed under a.wal'ds
are a.sfollows.

(1) Exoept tor sltuat1~ desorlbed in
pa.ragra.ph (1)(2). of this notion, HUn
shall not require separate depoB1tory
aooounts for funds provided to a reo1pi-
ent 01' establ1sh an'y eligibility require-
ments :Cordepositories for fIDlds pro-
vided to a. reoip1ent, However, reoipi-
ents must be-able 1;0 aooountfor the re-
oaipt, obl1ll'a.tion and exJl8]ldtture of
funds, .
(2)Advanoes of FederaJ fImds aball'be

deposited and main;ta.ined 111 insll1'ed
&OoountswhenevOJ.'possible.

(j> ConBistent with the national goaJ
of expa.nd1ng the opportunities for
women-owned and minority-owned
bliBinessenterprises, reoipients Bhall be
enooll1'aged to use women- owned and
minority-owned banks (a. bank wll10hIs
owned at least 60 peroent by women or
minority group members).
(k) Reoipients BlWl mainta.1n ad-

vanoes of. FederaJ funds in interest
befP'1ng acoounts, unless paragraphs
(k)(l), (k)(2), 'or (k)(8) of th1B sBetion
apply. .

(1) The reoipient reoeives less than
$120,000 111 Federal awardS:Per yea.r.
(2) The bast rea.sonably ava.11a.blein-

terest bear1ng acoount would not be ex-
peoted to earn interest in exoess of $250
pel' yea.r on Fedlll'aJ cash ba.lanoeB,
(8) The depository would require 'an

average or minimum ba.l&noeso high
tha.t it would not "befeasible Within the
expeotedFaderal a.nd non-Federal cash
resources.
(1) For. thon entities wbere OMlA

8.nd its implementing reBulations do
not apply, mterest earned on Federal
advanoes deposited m interest bearing
aeoounts shall be remitted annually to
Depa.rtment of Hea.lth· and Human
Servioes, Payment Management Sys-
tem, P,O. Box 6021, Rookville, MIl
20862. In keeptJl8"with Eleotronio Funds
Transfer 1'i1les(81OFR pa.rt ll06), inter-
est Bhouldbe remitted to the HHS pa,y-
ment Ma.nagenlent System through an
eleotronio medium BUah &5 the
FEDWlRlll Deposit system. Reo1p1ents
which do not ha.ve this oapa.biUty
should use a. oheok. Interest amounts
up to $260 per ye~ may be retained by
the reo1pient for admintatl'a.tive ex-
peWie. State univ8l'Slt1es and hospltaJB
shall oomply With OMIA,a.s it pertains .
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to interest. If a.n entity subjeot to
OMIA uses its own funds to pa.y pre-
a.wardoosts for dleoretlona.ry II.wa.rde
wltbout prior writtsn a.pproval from
the FadaraJ awa.rding •.ranoy, it waives
1ts right to reoover the interest under
OMIA.
[69 11'11.47011, Sept. 18, 1894, &8 amended a.t 76
Fll. 41088, JI1IY 16, lIOlG)

§84.28 Coat sharlq or matohing.
(a) All oontributions. inoluding' oub

and third pa.rty in·ldftd, shall be ac-
oepted as pa.rt of the reoipient's oost
sharing or matching when such oon-
trlbutions meet all of the followin&' ori-
teria..
(1) Are verifill.ble from the reclplent's

reoords.
(2) Are not inoluded II.Boontributions

for any other federa.lly-aasisted projeot
or program,
(8) Are neoelllllL1'Yand rSlI.Bona.ble for

proper and eff10ient a.ooomplishment or
projeot or program objeotives.
(4) Are a.llowa.ble under the applica,.-

ble oost prinoiples.
(5) Are not pa.1d by the Federal Gov-

ernment under another award, except
where authorized b:v Federal statute to
be used for oost sha.rin&'or matchinr.
(8) Are provided for in the approved

budget when required by BUD.
(7) OOnform to other provisions of

this part, as appl1011.b1e.
(b) Unreoovered indireot ooste may be

inoluded as pa.rt or oost sha.rlni or
ma.tohing oDly with the prior approvaJ
ofHUD.
(0) Values for reoipient oontributions

of servioes and property shaJl be estab-
Hshed in aooordanoe with the apjJlioa-
ble oost prinoiples. If BUD authorizes
reo1pients to donate buildings or land
for oonstruotiOJllfaoill ties a.oQ.uisition
projeots Dr long-term use, the value or
the donated property for oost 8ha.r1ng
Drmatob1nir shall be the lesser of pa.ra.-
graphs (0)(1) or (0)(2) of this seotlon.
(1) The oertified vaJue of the rema.1n-

1ng Ufe of the property reoorded in the
reoipient's aooount1ng reoordli at the
time of donation.
(2) The current /ajr market 1XZlue. Row-

ever, when there 1a suffioient juetifioa.-
tion, RUD may approve the use of the
current fair market vaJue of the do-
nated property, even if it exceeds the
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oertified value at. the time of donation
to the project. .
(d) Volunteer servioes runushed by

professional and teohnioaJ personnel,
oonsultants, and other skilled a.nd un-
sk111ed labor may be coUnted as cost
sha.rlng or ma.toh1ng if the service Is an
1ntsgrll.l and nsceasary pa.rt of a.n a.p.
proved pro~eot or prollram. Ra.teB tor
volunteer servioes sha.ll be oonsistent
with those pa.1d for simUar work in the
reoipient's organintion. In those In-
stanoes in WhiCh the required skills are
not found in the reoijl1ent organisation,
rates sha.ll be ooDB1Btent with those
pa.1dfor similar work in the la.bor mar-
ket in which the recipient oompetes for
the kind of servioes involved. In either
oase, pa.1d ~e benefits tha.t are rea-
sonable. allowable, a.nd allooable may
be included in the vaJuation.
(e) When an employer other than the

reoip1ent f'I1rn1shes the serv10ee of an
employee, theee services 8haJl be val-
ued at the employee's regular rate of
pay (plus an amount of lMn8'Bbenefits
tha.t are reasonable, aJlowable, and al-
looable, but exolusive of overhead
oOBts), provided these services are 1n
the lame skill for which the Bmployee
1s normally paid.
(f) Donated supplies may inolude

suob iteme as expendable equipment,
office supplies, laborator:y suppl1ee or
workshop and olassroom lIuppUes.
VaJue assessed to donated supplies In-
oluded in the oost sha.ring or matching
share shall be reasonable and sha.ll not
exoeed the fair ma.rket vaJue Dr the
property at the time of the donation.
(g) The method used ror determining

oost Bha.rtng or matohing for donated
equipment, buildings and land for
which title passes to the reoipient may
differ aooorcHn,g to the purpose or the
award, if paragraphs (g)(1) or (g)(2) of
this seotion apl>ly.
(1) If the purpose of the awa.rd is to

a.ss1st the reclpiant in the aoquisition
or equipment, buildings or land. the
total vaJue of the donated propert:v
may be olaimed as oost sharing or
ma.tohlng.
(2)' If the pUl'J>ose of the a.ward is to

support a.otlvities that require the uee
or equipment, bl1lldinrs or land, nor-
mally only depreoia.tion or uae charges
for equ1pment and buildings may be
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made. However, the :full va.1ue of equip-
ment or other capital assets a11d fair
rental chll.1'&'flSfor land may be allowed,
prcvidsd tha.t HOD hu approved the
oba.rges.
(h) The value of donated property

shall be determined in accordanoe with
the usual aoooo.nt1ng' pollcies of the re-
cipient, with the following quaJ1f1ca.-
tions ..
(1) The vaJue of donated land and

, bUildings Bba.U not exceed its :fa1rmar-
kst value at the time of donation to
the recipient as establiBhed by an inde-
pendent a.ppra.:iser (e,g" certified real
proPBl'ty appraiser or General Services
Adm1n1m •••t1on .repr8llentat1ve) and
certified by a responsible omcial of the
reo1p1ent.
(2) The value of donated equipment

shaJl not lIX08ed the 1'a1r market value
of equipment of the same 111'8. and con-
dition at the time of donation.
(3) The value of donated space BhaJl

not exceed the fair rental value of com-
parable ap8.0eas established by a.n inde-
pendent &IJPl'8.1sa.lof oompa.re.ble spaoe
and fao111tieB in a privately-owned
building in the eamelooa.Uty.
(4) The value of loaned equipment

shall not uoeed 1ts :fair rentaJ value.
(6) The following requirements per-

tain to the reQipient's suPPOrt1nB'
reool'48 for in-kind oontributions from
third put1ea.
(i) Volunteer servioea ahaJJ. be doou-

mented and, to the extent feasible, sup-
ported by the same methode used by
the reo1pient for its own em,p]oye88,
(11) The basis for determin1ns' the

valuation for personal service, mate-
rla.l, equipment, buildings and Ia.nd
shall be dooumsnted,

§84.24 Program income.
(a.)BUD shall apply the standards set

forth in this Bection in requiring reoipi-
ent organizations to aaoount for pro-
gram inoome. rela.ted to projeots fi-
na.noe(lln wholll or in part with Federal '
funds.
(b) Exoept as provided in 1l8.1'agraph

(h) 01' this Bection, program inoome
earned during the pro~eot period IihaJl
be retaweCl by the recipient and, in ac-
oordanoe with BUD regulatiOns or the
terms and oonditions of the a.ward,
shall be used in one 01' more of the
wa.ys 118tedin the following.
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(1) Added to funds oommitted to the
projeot by BUD andreo1pl.ent and used
to fm·ther eligible projeot or program
objeotives.
(2) Used to finan08 the non-Federa.l

share of the project or program,
(8) Deduoted from the total projeot or

program a.llowa.ble cost 1)) determinill8'
the net aJlowable costs on whioh the
Federal sha.re of ocste 18baaed,
(0) When BUD author1Jles the d1eposi-

tiOD of prorra.m inoome as 4eBoribed in
para.gra.phs (b)(1) or (b)(2) of th1s seo-
tion, program income·111 ,exoesS of a.ny
limite stipula.ted aha.llbe used in ae-
oordanoe with p&.ragra.ph (b)(8) of this
seotion.
(d) In the event that RUn doe8 not

epeoH'y in its rell'Ula.t1ons 01' the terms
and oonditio~ of the awud how pro-
gram inoome is to be uaed, pan.gra.ph
(b)(8) of this, section shall a.pply auto-
ma.t1ca.lly to aJl projects or programs
except resea.roh. For awa.rds that sup-
Port resea.roh, pa.ra.sraph. (b)(1) of this
notion shall apply automatloa.lly un-
le88 HUn indiCJJLtel?in the terms and
conditions another alterna.tive en the
a.ward or the reolpient is subje!3t to spe-
oial a.ward conditions, as indicated In
§84,14.
(e) UnleBs BUD regulations or the

terms Il.nd oonditions of the a.ward pro-
vide otherwise, rea1p1ents sha.ll hav!! no
obligation to the 'Federal Government
regarding lll'Qgr&.m income earned a.fl;er
the end of the projeot pBr10lL

(f) If a.uthorlled by HOD reg'U.lations
or the terms and conditions 01' the
awa.rd, oosts ino1dent to the genera.tioll
of program income ma.y be deduoted
from (fl'OSBincome to detel'1ll1ne pro-
gram inoome, provided these oosts have
not been oha.rged to the award.
(g) ProoeBdB from the we of property

shall be handled in acool'danoe with the
requirements of the Property Stand-
a.rds (See HB4.80,through 84.8'1).
(h) Unless BUD regulations 01' the

terms and conQ1tlon of the aW8.1'dpro-
vide otherwise, reo1p1ents sha.ll ha.ve no
obliga.tion to the Federa.l Government
with respect to program mcome earned
from license fees and royalties 1'01'
oopyrighted matBl'1al, pa.tents, patent
a.pplioations, tl'ademarks, and inven-
tions produoed under an Award. How-
ever, Pa.tent and TrAdem8.1'k Amend-
menta (36 U.S,O, 18) apply to inventioDs

I
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made under an experimental. develop-
mental. or researoh award..

184.26 Revision of budget and pro.
gl'aJD plans. "

(a) The budret pla.n i8 the financial
expression of the projeot or proBTa.m Il.8
a.pproved during the •.ward prooess. It
may include either the FederaJ and
non-Federal ahs.re. or only the Federal
Bh.a.re. dependtnr UJ)on HUD require-
ments. It shall be related to perrorm~
anoe ror progra.m evaluation purpolel
whenever a.ppropriate.
(b) Reo1plents are requlr8d to report

deviations from budget and program
plans. and requeat prior approva.1s for
budget and proBTa.m pla.n revisions. in
aooordanoe with this seotion.
(0) For nonoonetruotion awa.rds. re-

olpients Bha.11 request prior approva.ls
from BUD for one or more of the fol~
loWing program or budget related rea.-
sons.
(1) Change in the loope or the objec-

tive of the projeot or program (even if
there is no &Bsoaiated budget revision
requ1r1ng prior written approval).
(2) Ohange In a key personspeo1fled

in the application or awa.rd dooument.
(8) The a.bsenoe for more than three

months. or a26 percent reduotion in
time devoted to the projeot, by the all-
proved projeot direotor or prinoipal in-
vestira.tor.
(4) The need for additional Federal

funding. "
(5) The transfer or MDounts budgeted

for indirect costs to ablorb inoreases in
direct costs. or vice versa. if a]l))1'oval
i8 required by:m:fD.
(6) The inolusion. unless wa.1ved by

HUn, of DOsts that require prior ajr
proval in aDoor4a.nce with OMB Oir-
cula.r .A-21. "Oost Prinaip1es" for JDsti-
tutions of Higher Eduoa.tion, •• OMB
Ciroular A-122. "Oost Principles for
Non-Proflt Or&'&Iliza.t1.ons."or 45 OFR
part 74 Appendix E. "Prinoiples for De-
term1n1ng Costs Allp110able to Resea.roh
and Development under Gra.nts and
Oontra.ots with Hospitals," or ~B OPR
part 81. "Oontraot Coat Principlea and
Prooedures." Il.8 appUoa.ble.
(7) The transfer of funds aJlotted tor

tra.1n1ng allowancea (direot pa.yment to
tra.lneeB) to other categories of ex-
penee.
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(8) Unless desorlbed in the appl1oa.-
tjon and funded in the approvetl
awards. the subaward, tra.nsfer or eon-
traDtlng out of any work under an
award. This prOvision does not apply to
the purchase of 8uppllea. material.
equipment or general support eerv1oes.
(d) No other prior app.rovaJ require-

ments for speolfloitems may be im-
posed unleBII a. dev1a.tion ha.e been a.p-
proved byOMB.
(e) Exoept for requirements listed in

para.graphs (0)(1) and (0)(4) of thIs eec-
tion. HOD 18 authorised. at ita option.
to waive coat-rela.ted and administra-
tive prior written approvals required
by Oiroula.r A-ll0 and OMB Otronla.rs
A-21 a.nd A-1S2. Such waivers may in-
olude authorising' reoipients to do any
one or more of the following.
(1) InDur pre-award oosts 90 caJendar

days prior to a.ward or more tha.n 90
oaJeMlIl' da.ys With the iU'ior approval
of HOD. All pre~wa.rd oests are In-
ourred lot the reciplent'a ri8k (i.e .• BUD
is under no obligation to reimburse
such OOiltsif for any reason the rempl-
ent doee not reoeive a.n awa.rd or if the
a.wa.rd is leBII tha.n anticipated and in-
adequate to cover such oosts).
(2) Initia.te a. one-time extension of

the expiration date of the aWlU'd of up
to 12 months unless one or more of the
following oondltione a.pply. For one-
time extensions, the recipient must no-
tify HUD in writinr with the BUP-
porting rea.aons and revised expiration
da.te at least 10 days before the ex:pira-
tion date speoified in the a.wa.rd. This
one-time extension may not be exer-
oised merely for the purpose or using
unobligated balanoes.
(1) The terms and oonditions of award

prohibit the extension.
(11)The extension requires additionaJ

FederaJ funds.
(111) The e¥tension involves a.ny

ohange in the approved objectives or
soope of the projeot.
(8) Ca.rry forwa.rd unobligated bal~

anoes to subsequent 1\mding periods.
(4) For awa.rds th&t support research.

unlesB HOD provides otherwise in
HUD's relUlat1one. the prior approval
requirements described in paragraph
(e) of this seotion are a.utoma.tioa.1ly
waived (i.e .• reo1pients need not obtain
lIuoh prior a.pprovale) unless one of the
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oondltions inolud8l11n PllJ.'Il.gl'8.11h(e)(2) (1) When requesting a.PP1'oVa.lfor
of this Motion a.ppliea. budget revl~ons, reoipients sha.ll use
(n ROD may, at its option. restriot the budget forms tha.t were used in the

the transfer of f'I1ndsamong direct oOl!t appltoa.tion unless HOD 1ndioa.tes a let-
oa.tegories or programs. funotipns and .ter of request auft1ces. .
a.ot1v1tle8fOl' awa.rds in whioh the Fed- (m) Within so oa.1endllJ..'days from the
era.1 shue of the projeot exceeds date of receipt Of the relluest for budg-
$100,000and the cum1;lla.tiveamount of et rev1B1ona,ROD shall review the re-
8uch transfers exceeds or 1s expeoted to quest and not1f;y the reoipient whether
exceed 10percent of the tota.l budget as the budget revisiona ha.ve been a.p-
last approve", by HUD. HOD sha.ll not preyed. If the l'8v1a1on 18 Btill under
permit a tra.usIer tha.t would o&use any . oomdderation at the end of SOoalendu'
Federal a.ppropria.tion or part thereof days, HlJ'D Bhallinform the recipient in
to be lUeC! for purposes other than writing of the date when tho reo1pient
those oons1Btent with tho original in- may expect the dao1sion.
tent or the appropriation. §84,28 Non.Federal audita.
(g) All other ohllJ.llr8sto nonoonBtruo-

tion budgeto, except fOl'the changes de- (a.)B.eo1p1entsand subreoi1l1ents that
eerlbed ill paragraph (j) of this section, In'8 institutions or higher eduoa.tion or
do not l'8quire prior approval. other non-profit orga.niza.t1on (lnol\1d-
(h) For oOlUltruction a.wardS reo1p1- illg hospitals) shall be subject to the

, audit requirements oontained in the
ents shall request prior written ap· Single Audit Aot .Amendments of 1996
provaJ promptly from RUD for budget (81 U.S.O. 7601-750'1) and reviled OMB
revisions when~ver pa.ra.rraphs 00(1), Oiroula.r A-1S8 "Audits of States
(h)(2) or (h)(8) of th18 eeotion apply. Looal Govermn.ints. and Non-Profit Or~
(1) The reviSion results from ohanges ga.n1sa.t1ona."

in the scope or the objeotive or the (1) Non-:profit orga.n1za.t10Il! sub~eot
projeot or prOgTam. to regala.t1ona in the pa.rt 200a.nd pan
. (2) The need arises for additional BOO series of this title which reoeive

. !Fed6l'aJ fonda to oomplete the projeot. a.waras subjeot to part 84 shall oomply
(8) A· revision is desired which ill- with the audit requirements of revised

valves specifio ooste for which prior OlllIBOiroula.r A-l8S, "Audits of Sta.tes,
written approval requirements may be Looa.l Governments, and Non-Pro11t Or-
imposed OOlUIistent with applicable ga.n1za.tiODB."For HUD programs, a
OMBoost prinoiple8listed in §8U7. non-profit orga.nillat1on 18 the mort-
(1) No other prlor approval require· gagor or owner (ae these terms a.re de-

ments for speo1fio items may be im- fined ill the regula.tiona in the pan 200
posed unless a devia.tion has been a.p- and pa.rt 800series) and not a.related or
proved by OMB. a.ff1Ua.tedol'ra.niIlatlon aI' entity.
(j) When HOD makes an a.ward tha.t cro [Reserved,]

provldee support for both conatruotion (b) State and looal governments shall
and nonoonstruot1cin work, RUD ma.y be subjeot to the audit requirements
reqll1re the reoipient to request prlor oontained in the S1ng1e A.udit Aot
approval from HOD before ma.king any Amendments of 1996 (81 U,S.O. 7501-
fund or budget tra.nafers betwllen the '160'1) and revised OMS Oiroular A-ISS.
two types of work supported. "Audits of Sta.tes, Local Governments,
(k) For both construction and non- and Non-Profit Orgart1zations."

construction awards, HOD llhall require (0) For-profit hospitals not oovered
I'aoipiants to notifY HOD in w1'1ting by the audit lIrDvisions of revised Ol\!ffi
promptly whenever the amount of Fed- Oircular A-1SSshall be subjeot to the
era1 authorized fundB 18eX))Botedto ex- auClit requirements of the Fed81'a.l
.oeed the needs of the reoi:Pient fOl' the awarding agencies.
projeot period by more than $6000OJ' (d) Oommeroial organizations shall
five peroent of the Federa.l a.wa.rd be subjeot to the a.udit requir81nents of
whichever 18 greater. ThiB notifioat10~ HOD or the prhne recipient as mocr-
Shall not be required if an applioa.tion porated into the aWI\J.'{ldooument.
10r additionllol funding is submitted fOl' [6Il JI'R 4'011. Sept. 18. 1911(, Iloaamended at 62
a oontinua.tion award, lI'R 6161'1,Nov.18,189'1]
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§84.27

*84.27 Allowable costs.
For ea.oh kind of reoipient, there ie a.

set of Federal principles for deter-
mining allowa.ble coets. AUowa.bllity of
coste shall be determined in &0001'4-
anee with the oost prlnoiples applicable
to the entity tnourrina'the oosts. Thus,
allowa.b1l1ty of oosts incurred by Sta.te,
100801 or federll.lly-reooB'niB8d Indian
tribal governments is determined in
acoordanoe with the provis10118of OMB
Circular A-87, "oost Principles for
Sta.te and Local Governments." The 1101.'
10wa.b1l1ty ot OOBts incurred by non-
profit o1'8'an1Iaticns 18 determined in
a.ooorda.noe with the provisicns of OMB
Oiroular A-l22, "Oost Principles for
Non-Profit 01'8'a.n1Bati0118."The allow-
abmty of oosts incurred by institutions
of higher education is determined in
aocordanoe with the provtsi0118 of OMB
01roula.r A-21, "Oost Prinoiples for
lllducationa.l Jnstitutiona. II The B.llow-
ab1l1ty of oosts incurred by hospitals is
determined in aooorda.noe with the pro-
vieione of Appendix III or 4li on pa.rt 74,
"Prinoiples tor Determ1n1ng COsts Ap-
plicable to ReIlsaroh and Development
Under Grants and Oontra.ots with Hos-
pitals." The a.llowa.b1lity of oosts In-
ourred by ootnmei-oial oJ.'8'8,trlza.tione
and those non-profit organizations list-
ed in Atta.ohment 0 to O1roular A.-122ia
determined in a.ooordanoe with the pro-
vtsiona of the Federal Aoquiaition Reg-
ula.tion (FAR) at 48 OFR pa.rt 81.

§84.J8 Period of availabiBty of funds.
Where a funding period il lpecified. 'a.

reoipient may oha.rre to the grant only
a.llcwa.ble OOlts resulting from obliga.-
tions inourred during the fundl.ng pe-
riod and any pre-e.ward OOltS a.uthor-
izedbyHUD.

POOPmRTY STANDARDS

fSUtl P1u'pose of properly standards.
Sections 84,31 through 84.8'1set forth

lUl1form standards govern1:ng manage-
ment a.nd disposition of property fur-
nished by the Federa.l Government
whose cost was cha.rged to a project
sl1pported by a Fsdara.l e.wa.rd. HOD
sbaJl require recipients to observe
these sta.nd,a.rds under a.wards and shall
not impose additional requirements,
unless specifically required by Federal
eta.tute. The recipient may use its own

24 CFRSubtitle A (4-1-1 1 Edition)

property ma.na.gament lltanda.rds a.nd
procedures provided it observes the
proviaions of §§~4.81through 84.3'1.

§84.81 ID8U1'anoe ~overage.
Reoipients shall, e.t a. minimum, pro-

vide the equivAlent insura.noe ooverage
for real property and equipment ac-
quired with Federal iunds as provided
to property owned by the recipient.
Federally-owned property need not be
lnaured unless requlred by the terms
a.nd oonditions of the jl.wa.rd.

§84.82 Real property.
HOD prescribes the following require-

ments for reoiplents conoerning the UBe
a.nd disposition of real property 11.0-
Ql11red in whole or in part under
a.wa.rds:
(a.) Title to real property aha.ll vest. in

the reoiplent sub3eot to the ooncUt1on
that the reoipient sball .use the raI.l
property for the a.uthoriled purpose of
the project as long as it is needed a.nd
shaJl not enoumber the property with-
out e.pprovaJ oiROD.
(b) The reoipient sba.ll obtain written

approval by HOD for the use of rea.l
property in other federally-aponsored
pro3eots when the reo1p1ent determines
tha.t the property Is no longer needed
for the purpose of the original projeot.
Use in other projeots shall be limited
to those under federaJ.ly-sponsored
projeots (I.e., a.wards) or programs that
Bve purpoees OODsistent with those
authorized for Ilupport by HOD.

(0) When the real property 1s no
longer needed as provided in pa.ra-
graphs (a) a.nd (b) of this seotion, the
recipient shall request disposit1on in-
structions from !IUD or its suooessor
Federe.l a.wa.rding a.genoy. HOD shall
observe one or mere of the following

, disposition instruotions.
(1) The 1'8oipient may be permitted t.o

reta.ln title without further obligation
to the Federal Govlll'IIIIlent after it
oompensa.tes the Federe.l Government
tor tba.t peroentaa'e of the ourrent fair
market vaJ.ue of the property a.ttrib-
utable to the FederaJ partioipation 1n
the projeot.
(3) The recipient ma.y be direoted to

sell the property under guidelines pro-
vided by BUD a.nd pay the Federe.l Gov-
ernment for tba.t peroenta.ge of the our-
rent fa.1r ma.rket nlue of the property
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a.ttri])u~])le to the Federa.! pa.rt101pa-
tion 111the pJ.'Ojeot(a.ftBl~deduoting ac-
tual a.ndreasonable selling and fix-uP
expBlUIee,jf a.ny. from the wes pro-
oeeds). When the reoipient is a.uthor-
ized Dr l'BQu1redto sell the property,
proper wee prooedures IIhall be eata.b-
liBhedtha.t provide for competition to
the extent pra.otioableand reBl1ltin the
h1gheetpOllB1blereturn.
(3) The reoipient ma.ybe direoted to

transfer 'title to the ;property to the
Federa.! Government or to an eligible
third party provided that, in such
O&IlBS, the :reo1pientsha.llbe entitled to
oompensation for its attrtbuta.ble per-
centage I 01 the current fair IIl8J.'ket
value of the property.
§84.88 Federally.owned and exempt

property.
(a.)Federal/v·owned 1TfoperlJJ. (1) Title

to federally-owned property remainB
vested in the Federal Govermnent.Re-
oipients shaJ.l submit annua.lly an in-
ventory l1&tingot tederaJ]y-owned
property in their cuetod;v to BUD.
Upon completion of the award or when
the property is no Itmger neaded, the
reoipient sheJ1 l'eport the property to'

, HOD for fD.rtllerBUD utilUation.
(2) If HUD has no fnrtber need for the

property, it aha.ll be deClared COBIlB
and reported to the GenerLl Servioes
Administration, unleBBBUD has ata.tu-
tory authority to dispose of the prop-
erty by alter.na.tive·methods (e;,., the
authority provided by the' Ji'edera.!
TeohnologyTra.na1'erAot (16 U.S.C.8'710
(I») .to donate research equipment to
eduoa.t1ona.land non-profit orga.n1za.-
tione in aocordance With E.O; 12821,
''Improving Mathematics s.nd Soienoe
Eduoa.tionin Support 01 the National
Eduoa.tion Goals.") Appropria.te in-
structions shall be iIlBuedto the reoip!-
entb}tHUD.
Cb)Exempt Pl'OPert1/. When statutory

a.utllorit~texists, BUD has the option
to vest title to property a.oqulredWith
Federal funds in the reoipient without
further obl:1gflotionto tIle Feders.l Gov-
ernment and under oonditions HUD
oonsidersa,ppropria.te.Such property:ls
"exempt property." Should HOD not
eeta-bUshconditions, title to exempt
property upon aoquisition shall vest in
the recipient Without further obUge.-
tdonto the Federal Government.

§84.34
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§84.84 Equipment.
Ca.)Title to equipment a.oquiredby a

recipient with Federal funds shall vest
In the reoipient, subjeot to oonditions
or th1aseotion.
(b)The reoipient aha.llnot use e\luip-

ment a.oquiredwIth Federal funds to
provide servloea to non~Federa.1outside
organiB8.tionsfOl'a fee that 1sless than
private oompa.nieechuge for equiva.-
lent servioes, unleliB speoifioally au-
thorized by J'ederal' sta.tuta, ror as long
as the Federal Government retains a.n
interllBtin the equipment.
(c) The recipient shall use the equip-

ment in the project or program for
which it was a.oquiredas long as need-
ed, whether or not the project or pro-
gram continues to be supported.by 1I'ed-
era.! funds and aha.llnot enownber the
equipment without approval of HOD.
Whenthe equ1pnientis no longer need"
ed for the or1g1na.1projeot or program,
the recipient shall use the equipment
in oonneotionwith ita othel' federa.lly-
aponBOl'8da.ctivities, in the following
Orderofpriority: .
(1) Aotivities, sponsored by' HUD

whiOOfunded the original project; then
(2) Aotivities sponsored by other Fed-

eral award:lngagencies.
(d) Durina' the time that equipment

1&used on the projeot or program ror
which it was aoquired, the. recipient
shall ms.ke it a.va.Uabletor use on other
projeots or programs 11' such other use
will not inter!ere with the work on the
pro:leotor program for which the equip-
ment was originally aoquired. First
preferenoe for suOOother use Bha.llbe
given to other projeots or pl'Ograms
sponsored by HUD tha.t :Dnanoed the
equipment; seoond preference shall be
given to projects or progra.me spon-
sored by other Federal awarding ag~n-
c1es.Ii' the eQuipment is owned by the
Federal Government, uae on other ae-
tiv1tiee not sponsored by the 1I'edera.l
Government shaJl be permissible if a.u-
thorlzed by HOD. User OOuges ellall be
trea.ted as progl'aminoolne.
(e) Wben aoquiring replacement

eqUipment. the recipient Jna3tuse the
equipment to be repla.oedas trade-in Dr
sell the equipment and USB the pro-
oeeds to offset the oosts ot the replace-
ment equipment subject to the flop-
proval ofHUD.
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en The reoipient's property manage-
ment standards for equipment e.oquired
with Federal funds and federally-owned
eQuipment sha.ll inolude all of the fol-
lowing'.
(1) Equipment reooros shall be main-

ta.ined e.oourate1yand ehaJl inolude the
following informa.tion.
(1)A desoription of the equipment.
Ui) Manufaoturer's eerial number.

model number. Federal stook number.
nationaJ atook number. or other identi-
Cioa.tionnumber.
(111)Souroe of the equipment. inolUd-

ing the awa.rdnumber.
(iv) Whether title veBtllin the reoipi-

ent or the FederaJ Government.
(v) AOQuie1tiondate (or dAte re-

oeived. if the equipment was furnished
by the FederaJ Government) and oost.
(vi) Information from wh10h one oa.n

oaJoUlate the lleroenta.ge of Federa.!
pa.rtioi}lation in the coet of the equip-
ment (not aJ)plioableto equipment fUr-
nished by the Federa.!Government).
(vii) Location and oondition of the

equipment and the date the inform•...
tion was reported.
(viU)Unit &Or.Jul81tlonoost.
(Ix) tnt1mate dilpo81tion data, in-

cluding date of disposaJ and salss prioe
or the method used to determine cur-
rent fair market vaJue where a recipi-
ent compensates HOD for its share.
(2) Equipment owned by the Federal

Government shan be identified to indi-
oa.teFederaJ ownereh1p.
(3)A physioalinventory of equipment

shall be taken and the results reo-
onoiled with the equipment reoords At
least once ev&rf two yea.ra. Any dif-
ferences between quantities deter-
mined by the phye1oa1bulpeotlon and
those shown in the e.ooount1Dgreoords
shall be investiga.ted to determine the
cauaes of the difference. The reoipient
shall. in oonneotion with the inven-
tory, verU'y the existence. ourrent uti-
lization. and oontinued need for the
equipment.
(4)A oontrol system Bhall be in efleot

to insure adeql1&tesafeguards to pre-
vent lOBS,damare. or theft of the
equipment. Any loss, damage. or theft
of equipment shul be investigated and
fully dooumented; if the equipment wae
owned by the Federal Government, the
recipient shall promptly notify HUD.

24 CFR Subtitle A (4-1-11 Edition)

(6)Adequate maintena.nce prooedures
shall be implemented to keep the
equipment in good oondition.
(8) Where the reol.plent 1s authorized

or required to sell the equipment. prop-
er sa.!esprooedures sball be established
which provide for oompetition to the
extent praotioa.ble and result in the
highest possible reburn.

Cg) When. the recipient no 10Dl'8r
needs the equipment. the equipment
may be l18ed for other a.ot1V1t1esin 1.0-
oordanoe with the fo1lowingstandards.
For equipment with a ourrent per unit
fair ma.rket value or $6000 or more, the
reoiPient may reta.tn the equipment for
other uses provided that oompensat1on
18made to HOD or its BuocellBor.The
amount of oompensa.tioDshall be com-
puted bY a.pply1ng the percentage or
FederaJ participation in the oost of the
original pro3eot or program to the oUr-
rent fair ma.rket vsJue of the equip-
ment. If the reoiplent has no need for
the equipment, the recipient sha.1Ire-
QUest disposition. inetructions from
HUn. BUD sha.ll d~ whether the
equipment ca.n be used to meet BUD's
requirements. If no requirement exists
within KUD, the a.va11ab1lity.of the
equipment $a.ll be reported to the
General Servioes Administration by
HOD to determine whether a. require-
ment for the equipment exists In other
lI'edersJ agencies. HOD sball issue in-
struotlone .to the reolplen~ nO later
than 120 oa.1endar days a.tter the reoipi-
ent'. request a.nd the followinr proce-
dures she.ll govern.
(1) If so 1nstru~ted or if dtapoB1tlon

instruotions are not issued within 120
oa1endar dayS a.ftlir the recipient's re-
quest. the reoipient shall sell the
equipment a.nd reimburse HOD an
amount computed by a.pplying to the
sales proceeds the peroentage of Fed-
era.! participation in the cost of the
original pro'eot or program. However.
the reoipient sba.ll be permitted to de-
duot and retain from the Federal share
$600 or ten percent of the proceeds,
whichever is leas, for the recipient's
selling and ha.ndling expenses.
(2) U the reoipient Is instruoted to

ship the equipment elsewhere, the re-
olpient sha.ll be reimbursed by the Fed-
era.! Government by an amount wh10h
18oomputed by a.pplying the percent-
age of the reoipient's partloipa.tion in
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the oost of the originaJ p!'ojeot or pro-
gram to the ourrent fair market value
of the equipment, pl\lS any reasonable
shipping or interim stol'&l'e .ooste in~
ourl'ed.
(8) If the reoipient is instruoted to

otherwise dispose oC the equ:1pm611t, the
reoipient sha.ll be reimbursed by' RUD
for such ooste inciurred in its disposi-
tion. .
(4) HOD may reserve the ria"ht to

transfer the title to the ll'ederaJ Gov:'
er.nment or to' a.third pa.rty named by
the Pederal Government WhlUl suob
third pa.rl;y Is otherwise el1gible under
existing statutes. Such 1ir&n8fer' Bha.ll
be subjeot to the following standards.
(1) The equipment shall be appro-

pria,tely identif1ed bl the &wa.rd or oth~
erwise made known to 'lihe reo1p1ent in
writing,

(11) HOD sb&1l luue dispomtion in-
struOtillDll within 120 oa,lendar days
after reosipt of a ftna.1inventory, The
f1na11nventory IlhaJl liet a.l1 equipment
acqUired with gr&.nt fUnds and feder-
ally-owned equipment, If BUD fa.1ls to
wue .disposition instruotions within
the 120 oalendar day period, the reoipi-
ent sball apply the standards of this
seotion, as appropriate.
(iii) When HOD exercises its right to

~ take title, the equipment shaJ1 be sub-
jeot to the ptoviBions for federa.llY-
owned equipment.

§84.86 Supplies aud other expendable
property,

(a) Title to su,ppli8lil and other ex-
pendable 'property Bha.l1 V8lilt1n the re-
Qipient upon aoqnisitlon. I;l' there 1s a
residual inventory of unused supplies
exoeeding $5000 in total aggl'epte
value upon termina.ti01l or completion
of the pro,eot oi' pl'ogram and the sup-
plies are not needed fOl' any other :Ced-
erally~sponsored project or program,
the recipient shall retain the suppliee
for use on non-Federal sponeored 800-
tlvities or 'sell them, but shall, in e1-
ther Dase, oompensate the Federal Gov-
ernment fol' its share, The amount of
oompensa.tion shall ):IeoomPUted in the
same manner as for equipment.
(b) The l'801p1ent sha.ll not use sup--

plies aoquired with Federal funds to
provide servi08lil to non-Federal outside
orga.n1zations for a fee that is less than
private oompanies charge for equtva-

§84.36

lent servioes, unless speoifioa.lly an-
thor1r.ed by ll'edera.l statute, as long AS
the Federal Government reta.ins an In-
terest in the supplies.

§84.86 Intangible properly.
(a) The recipient ma.y oopyright any

work that 1s subjeot to oopyr1gbt and
WASdeveloped, or for whioh ownership
wu purcha.sed. under a.n award. HOD
reserves a. royalty~free, nonexcluBive
and irrevooable right to reproduce,
publish, or otherwise US8 the work for
FederlU purposes, and to authorize oth-
ers to do so.
(b) Reo1pients Me subject to a.ppl1oa.-

ble regulations ll'ov:ern1ng' pa.tents and
inventions, inoluding' government..-wide
ree-Wa.tions issued by the Department
l)t, Oommeroe at 8'1 OF:R part 401,
"Righte to Inventions Made by Non-
prollt Ol'B'an1IIe.tiOns and Small Busi~
ness Firms Under Gover.nmant Grants,
Oontraots a.:nd Ooope~t1ve· .Agree~
mente," .
(0) HUn has 1;lleright to:
(1) Obtain, reproduoe, publish or oth-

erwise UBe the data. first produoed
under an a.wa.rdi !L11d
(2) Autho.r1lle others to reoeive, repro-

duoe, publish, or otherwise use BUob
data. for B'lID purposss.
(d)(1) In addition, :In reBpOJ1Beto a

Freedom of Information A.o~(FOU) re-
quest for research da.ta relating to pub-
l1shed reaea.roh 1lndinp produoed under
an fl,Wa.rdthat were used by mm :In de~
veloping an agency aotion tha.t has the
fOroe and effeot of law, !IUD al1a.llre-
Quest, and the reo1plent shall provide,
within a reasonable time, the research
da.ta so that they osa be made ava.11-
able to the .publio through the prooe-
dur8lil establ1shed under the FOlA., If
HUn obta.1ns the 1'68earoh da.ta. solely
:In rup0ll8e to a FOIA request, HOD
may ohBJ:ge the requester a. reaao:na.ble
fee equaling the ren inorementa.} cost
of obta.1ning the researoh data. This fee
should refleot oosts inourred by HUn,
the reoipient, a.nd appl1ca.ble subreo1p1~
ents. Thie fee 1s in addition to any fees
HOD ma.y ASsess under the POIA (6
u.s.a. 1i1i2(a)(4)(A».
(2) The folloVlt1ng de1lnitionB apply

:COl'purposes of.Ws pa.ra.gra.ph (d):
(1) ReBflal'ohdata Is defined ail the re-

corded faotua.l m.a.ter11\.1commonly ao-
oepted in the soientifio oommunit3· 8.8
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§84.37

ne08Bsa.ryto vallda.te resaarch findings,
but not any or the following: prelimi-
nary ana.1yaes,' dra.ft8 or soientifio pa-
pers, plans tor future researoh, peer re-
views, or oommunloatioDS with 001-
leagues. This "reoorded" materia.l ex-
cludes pbysioal objeots (e.g., 18,bora.tory
aa.mple8). Re8sa.roh data &.lsodo not In-
clude:
(A) Trade Bsorats, oommaro1&.linforM

mation, materl&.ls n80eaaa.ry to be held
confidentlaJ by a resaaroher until they
are published, or aiml1ar informa.tlon
whIch 18 proteoted under la.wj and

(B) Personnel and medioa.l informa-
tion a.nd s1mUa.r Inform&tlon the dis-
olosure of whioh would oonstitute a
olearly unwe.rranted invasion of per-
Bona.!prlV&oY,such a.s information that
could be used to identifY a partloula.r
person:ln a. research study.
(ii) Published is defined a.s either

when:
(A) Research findln,ge are published

in a peer-reviewed scientific or tech-
nical journaJj or
(B) HOD publ10ly and offioiill1Y cites

the reeea.rch findings in support of an
agenoy &otion that has the foroa and
effect or la.w.
(111)Used bll HUD In dll!1lllopfngan

agenctl action that 11&the force and ef-
reet of law is defined a.s when HOD pub-
lioly and offtoially oltes the resea.roh
findings in support of a.n agenoy &otion
tha.t has the foroe a.ndeffeot of l&w.
(a) Title to intanrible property and

debt 1nstruments aoquired under an
award or subawa.rd vesta upon a.oquia1-
tion in the recipient. The reoipient
shall use that property for the orlr1-
na.lly-authorised purpose, and the re-
cipient shall not enoumber the prop-
erty without approv&.lof HOD. When no
longer needed for the originaJly au-
thorlzed purpose, dlBpositlon of the in-
tangible property sha.ll occur in accord-
aaoe with the provie1ons of§84.84(g).
[69 FR 4-'lOll, Sept. 18, 189t, •• ameDdedat 66
ll'R 80499,May n, 2000]

184.87 Property trust relationship.
Real property, equipment, :Intangible

property and debt inBtrumente tha.t are
aoquired or improved with Federal
fUnds shall be held in trust by the re-
oipient as trustee for the benefioi&r1ea
of the projeot or progTa.m.under which
the property was a.oquired or improved.

2A CFR Subtitle A (4-1-11 EdlHon)

HOD ma.y require reoipients to raoord
liens or other appropriate notices of
record to indioate that pefsonaJ or real
property has been aoqu1red or improved
with Federal funds and that use and
dlBposltlon conditions a.pply to the
property.

PRoOUB.1DMJDN'l' STANDARDS

184.40 PurpoRe of pro01ll'emel1t ltal1d·
IU'ds.

Seotlons 84.tl through 84.48 set forth
sta.nda.rds ror use by reoipients in, es-
tabHshing prooedures for the prooure-
ment or supplies and other expendable
property, equipment, real property and
other servioes with Feden1 funds.
These standards are fum1ahed to en-
sure tha.t euah materlaJs and serVices
a.1-eobtained :In an effective manner
and in oompliance with the provisions
of a.ppl1oa.bleFedera.l sta.tutes and ex-
eoutlve orders. No additional prooure-
ment etI:I.nda.rds or requirements shaJl
be imposed by HOD upon reCipients,
unlB8B speoif1oally required by Federa.l
sta.tute or exeoutlve order or a.pproved
byOMB.

§84.41 ReoipieDt reaponeibWties.
The standards oonta.1nsd in this seo-

tion do not relieve the recipient of the
oontractual responslb111tiea a.r1sinl!'
under its oontra.ot(s). The recipient Is
the reaponsible authority, without rs-
oourse to HUn. regarding the settle-
ment and satisfaction or aU contrao-
tual and adm1nistrattve iSSUBS a.rising
out or proourements entered into in
Bupport of an awa.r(l or other agree-
ment. This inoludes disputes, olaimB,
protests 01' award. source eva.lua.tion or
other matters of a oontra.otuaJ nature.
Ma.ttera oonoerning violation of statute
a.ra to be referred to such FederaJ.
Sta.te Of looal a.uthorlty as may have
proper ,urisdiotion.

184.42 Codu of oODduot.
The recipient 8han ma.1nta.l.nwritten

sta.ndards of oonduot governing tha
performa.iloe of its employees 8DB'Ag'ed
in the awa.rd and adminlstra.tion of
contra.ots. No employee, offioer. or
agent aha11pa.rtioipa.te in the seleotion,
awa.rd..or admin1stra.tion of a oontr&ot
supported by Federal fUnds if &real or
apparent confliot of interest would be
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involved. Suoh a oon111otwould arlss
when the employee, officer, or agent,
a.ny member of his or her immedia.ts
family, l1isoi·her partner, or an orga-
nimationwhich omploys or is a.bout to
employ a.ny of the pa.rtias indicated
herein, has a f1nanoiaJor other interest
In the firm seleoted for an award. The
officers, employell8,and agents of the
reoipient shall neither solioit nor ac-
cept J'1'8.tult1e8,favors, or anything ot
monetary value :from contraotors, or
parties to subagreements. However, re-
oipients may set standards tor situa.-
tions in which the ~oial int81'est is
not BUbsWltialor the g1ft 1s an UllIIO-
lioited item of nominal vaJue. The
standa..rdsof oonduct shall provide for.
disolplina.ryaotlom to be applied :for
viola.tloDBof such sta.ndal.'dsby offi-
oers, employees, or agents of the re-
cipient.
f 84.48 Competition.
.All proourement trans&otiODSeha.ll

be oonduoted in a manner to provide,
to the mmmumextent praottoaJ, open
and free oompetition. The reoip1snt
sha.ll be alert to orga.n1za.tionaloon-
fliots of interest as well as nonoompeti-
tive pra.ot1oesamong oontractors that
may.relltr1ot or eliminate oompetition
or otherwise restrain trade, In order to
eDBlll'eobjeotlvs oontractor perform-
anoe and eliminate unfair oo~titive
advantage, oontractors that develop or
draft spso1f1oa.tions, requirements,
statements of work, invitations tor
bids and/or requests for Pl'OposaJsshall
be excluded from oompeting for suoh
proourements. Awardsshall be mad!!to
the bidder or oft:erorwhose bid or oiler
Is reaponaive to ths sol1oitation and is
moat advantageous to the reoiPient,
prloe, quality and othlll'factors oousid-
ered. The other faotore eha.ll inalude
the bidder's or offeror's oomplianoe
with Beotion 8 of the Rousing' a.l1d
Urban Development Aot of 1968 (12
U.S.C. 1701u),herea.fliarl'effll'l'edto as
"Bection 3." SeotiOJl8provides that, to
the grea.test extent feasible, and oon-
sistent with existing Federal, State,
and looal laws, and reg'ulations, eco-
nomic opportunities geuera.tsc.'Ib3' 081'-
ta.in HOD i'JJ.umoiala.ssfstanoeshaJ}be
db'eoted to low- and very Jow-income
persons. Solioitations sha.ll oleaJ.'l;J'set
forth aJl requirements' that the bidder
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01'oft:erorshall fulfill in order for the
bid or offer to be evaluated by the re-
oipient. Any and all bids Droffersmay
be rejeoted when it is in 1)hereoipient's
interest to do so.

A84.44 P.t'OOlU'ement pJ'Ooedu:rea.
(a.).Allreoipients ehall eata.blishWlit-

ten proourement pl'ocedures. These
procedures lihlL1J.proVidefor, at a min-
imiml, that para.g'rapbB(a)(l), (a)(2)and
(11.)(3)of this seotion apply.· .
(1) ReoipiantB a.void purchasing un-

lle0888aryiteinS. .
(2)Where approprillote,an a.nalys1sla

ma.de of lease and purahaae alter-
natives to determine which would be
the most eoonomical and praotloaJpro-
o\U'8mentfor the Federal Government.
(8) Solioita.tions for goods and serv-

ioes provide for all of the followinrr.
(i) A olea.r and aoourate description

of the teahn1cal requirements for the
materlaJ, produot or s8rv1aeto be pro-
oured. In oompetitive Pl'OOUfements,
such a.desorlption 8li.a.u not oontain
features which unduly restriot oom-
petition.
(11)Requirements whlch the bidder!

ot:ferormust fulfill and a.1lother fao-
tors to be used in evaluating bids or
proposals. .
. (11i)A desoript1on, whenever prac-
ticable, of teohnioaJ requiremants in
terms of fimotions to be performed 01'
parformanoe required, including the
range of aooeptable oha.raotar1sti08Dr
minimum accePt;a.blestandards.
(iV) The speoifio features of "brand

name Dr equaJ" desOl'iptioDitha.t bid-
ders N'e required to meet when such
items a.reincluded in the soUoitation.
(v) The aooeptanoe, to the extent

pl;'actica.bleand eoonomioally feasi~le,
of produots a.ndservioes dimensionedin
the metrio systS1nof measurement,
(vi) Preference, to the extant prac-

tioAble and eoonomioally fea.s1ble,fol'
products and eervioes tha.t conserve
natlll'al reSOUl'ceeand proteot the envi-
l'ODmentand are Bll.Elrg"y emolent,
(b) Positivs ef!Ol'tSshall be ma.deby

1'801pientsto utiliZe sma.ll businesses,
m1nori~r-ow~~d firms, and women's
business entem'ises, whenever pos-
Bible. Reoipients of Fedara.l awards
8hal1ta.ke a.ll of ~e followingBtePllto
furth81'this &,oa.l.
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(1) Blneurethat small businesses, mt- tion of liIxeoutive Orders 12649 and
nority-owned firma, and women's busi- 12889, "Debarment and Suspension," a.t'
ness enterprises a.reused to the fullest 2 OFR pa.rt24M.
extent praotloa.ble. (e)Reoipients shall, on request, ma.ke

(2) Make information on forthoominll" a.va.Uablefor the Federal awarding
opportl1D1tiesa.valla.bls a.nd a.rra.ntre arency, pre-award review and prooure-
time !ramesfor pu,rchaee8and eon- ment documents, slloh a.s requests for
tracts to enoourage and tll.o111tatepa.r- proposa.1sor invitations for bids, Inde-
tloipa.tion by sma.DbuslDeBles,minor- pendent oost e8timates, eto., when any
tty-owned ftrma, and women's business of the followingoonditionsapply.
enterprises. (1) A reoipient'a proo\J1'ementprooe-

(3) Oonsider in the oontraot prooess d\J1'8Bor operation fa.lllI to comply with
whether f.'1rmII compet1n&'tor larger the proourement ltaDda.rds in RUD's
oontracts intend to suboontraot with implementation of Otroul&r&-110.
small busineasea, minority-owned (2) The procurement is expeoted to
firms, and women'e businees enter- exoead 3100,000 or the sma.ll purchase
prises. threshold bed at 41 U.S.O. 408 (11),

(4) Enco\U'&8'eoontraotin&'with oon- whichever 1e greater, and is to be
sortlums of smaJ1businesses,minority- a.wa.rdedwithout competition or only
ownedfirms and women's business en- one bid or olrer Is received in response
terpr1seswhen a contract is too la.rge to a solioitation.
tor one or theee firms to M.Ddleindivid- (8) The proourement, whlch Is ex-
ually. peoted to exoeed the small purohase

(6) Use the semoes and assietanoe, ae threBhold, speoifies a ''brand name"
appropria.te, of such orga.n1za.tionsaa produot.
the SmaJ1Business A.dnrlnl.strationand (4) The propoBed awll.1'dover the
the Depa.rt;mentof OOJDD1eroe's:Minor-small purchase threshold 1s to be
tty Bllsiness Development Agency in _ a.wa.rdedto other than the appa.rent
the Bolicitation and ut11iBa.tion of low bidder under •. sealed bid prooure-
small businessee,minortty-owned firms meht.
a.ndwomen's busines enterpriaes. (5) A. proposed oontract modifioa.tion

(0) The type of proouring instruments changes the acope of a.oontra-otor tn-
used (e., •• fixed price oontracts, oost orea.a88the oontra.ot amount by more
re1mbursa.ble contraots, purcha.ae or- tha.n the a.mount of the small purchase
dare, and incentive oontracts) sha.ll be thr"eahold.
determined by the reoipient but 8ba.ll
be a.ppropria.tefor the pa.rt1oularpro- [69 ll'B 47011. Sept.18. 1894. " &manded a.t 72
ourement and for promotiD&'the best ll'B '18492,nee: 2?,llOO'I]
interest of the .program or projeot in-
volved.The "oost-plua-a.-peroenta.re-of-
cost" or "peroentage of oonstruotion
oost" methods of oontracting shall not
be used.

(d)Oontra.otssba.llbe made only with
responstble Qontraotors who possess
the potential a.bility to perform suo-
oeBBfllllyunder the terms and oondi-
tlons of the Pl'OllOsedproourement.
Oons1dera.tionshall be 8'lven to such
matters as oontractor integrity; com-
plianoe with publl0 pol1oy,including,
where appllca.ble, Seotion 3 of the
Housingand Urban DevelopmentAot of
1968 (12 U.S.O. nOlu): reooN of paat
performa.noe;and finano!aJ and tech-
nioal resouroeBor aooeaslbilityto other
neoeBBaryresouroes. In oertain o1r-
oumsta.Does, oontracts with oertain
pa.rt1esa.re restrioted by implementa-

.84.46 Coat and prioe anaIyats.
Some form of oost or prioe analysis

shaJ1 be made and dooumented in the
proourement IDes in connsotion with
every proOlJ1'ementaction, Prioe anaJ-
ysis .ma.y be aooomplishedin Vari0l18
ways, inoluding the oompa.r1son of
prioe quotations submitted, ma.rket
prioes and similar lndiol.a, together
with discounts. Oostana.lys:ls1&the re-
Viewand evaJuatio%iof ee.ohelement of
oost to 'determine reasonableness.
sJ.]ooabll1tyand allowabiltty.
§84..46 Procurement recorda.

Proourement reoords and files for
purobases in exoess 9£ the smaJ1 pur-
ohase threshold 8hall 1noludethe fol-
lowingat a minimum:

(a) Basis for oontractor seleotion:

472

ATTACHMENT ')20 .-...~ •.-...-.
PAGE •..•• -•••... OF •••a.:l.. PAGES



Ofllce of the Secretary. HUD §84.48

(b) Juatifica.tion f01'laok of.competi- haa made a. determina.tion that the
tioD when competitive bids or otl81'8 Federal Govel'lUllent's interest 1s ade-
a.re not obta.in.ed; a.nd quately protected. If such a determina-
(0) BlI8iefor a.wa.rdoOBt01' prIoa. tiOD ha.a not been ma.de, the minimum

§84.47 Contraot administration. requirements shall be as follows:
(1) A Wd gua.rantee from each bidder

A aystem for oontraot administration equivalent to five peroent of the bid
sha.ll be maintained to ensure eon- price. The "bid gua.ra.ntee" shall eon-
tractor oonforma.noe with th(l terms, siet of a firm commitment such as a
oonditioDs and speoifioations of the bid bond, osrtified cheoh:. or other ne-
Qontraot a.nd to enaure adeaua.te ADd goti&ble inBtrnment acoompanying' a
timely fenow up of all purohasea. Re-' bid as asauranoe that the bidder Bba.ll.
oiplents shall evaluate oontra.ctor per- upon o;ooe- •••..ce of his bid, execute
forma.noe and dooument, as appro- ,.._.
priate, whether oontraotore have met such oontl'a.otual doouments as may be
the terms, oonditions ADd spec1fioa- required within the time speclified.
tions of the contract. (2) A performADce bond on the part of

the oont1'a.otor for 100 peroent of the
§84.48 Contraot proviliollll. oontra.ot prioe. A "performa.noe bond"
The reoipient sha.ll include, in add!- 1s one exeouted in oonnection with a

tion to prov1s1ons to define a.sound a.nd oontract to seoure fulf1llment of all·the.
oomplete agreement, the following pro~ oontractor's obligations under such
v:lslons in all contracta. The following contract.
provisions sha.l1 also be applied to sub- (8)A pI!,3'1Uentbond on the part of the
oontracts. contra.otor for 100 peroent of the eon-
(a.) Oontracte in exoess of the sma.U tract prioe. A "p&yment bond" ie one

purobase threshold Bha.lJ.oontain oon- executed in oonneetaon with a oontra.ot
tractual provill1ona or oonditions that to aasu.re payment as requlred by stat-
~llow for a.dmin1stra.tive, OOJltractuaJ, ute of aJl persOllS supplying labor a.nd
or legal remedies in instUloes in whioh ma.terial in the e:z:eoution of the work
a oontractor violates 01' brea.ohee the provided for in the oontract.
contr$.Dt terms, and provide for suob (4) Where bonds are reql11red in the
remedial aotions as may be appro- situations desor1bed -herein, the bonds
priate. \ .
(b) :All oontracts in e:Z:OB88'of f\he ahall be obta.1ned from oompanies hold-

smaJ] purchase threshold sha.ll conta.1n ing oert1fioates of authority as aooept-
suitable prOV1a1onstor termmation by able BUl'eties pursuant to 81 0FlI. pa.Tt
the reoipient, including the ma.nner by 228, "S~ety Oompa.nies Doing Business
which termination shaJ] be effected with the United States."
a.nd the bas18 for settlement. In &ddt- (d) All negotia.tsd contracts (exoept
tion, such.oontraots shall describe con- those for leas than the emaJI puroha.8E!
ditions under which the oon1il'act.ma.y threshold) awarded by reoipients shall
be terminated for default as well as include a provla1on to the etlect tha.t
oonditions where the oontraot may be . the recipient, HUD, the Comptroll81'
term1na.ted because of oircumstances General of the United States, or ari:y of
beyond the oontrol of the contractor. their duly a.uthorized representatives,
(c) E:z:cept 118otherwise required by shaJl have aooeSB to ADYbooks, doou-

statute. an award that requires the menta, papers a.nd records of the con-
oontracting (or auboontra.ot1ng) for tractor which are direotly pertinent to
construction or facllit3' improvements a specific progra.m fOl' the purpose of
shaJl provide for the recipient to follow meJd.n8' audits, examinations, excerpts
its own requu'8111ents rela.til!lf to bid and transorIptions.
gua.ra.nt&es, performanoe bonds, ADd (e) All ccntracts blCludinS' BmaJl
pa.yment bonds unlese the construction '..
contraot or suboontract exceeds purchases, awarded by recipients a.nd
$100,000. For those oontracts or Bube their contl'aotore shall oontain the pro-
oOll1il'aotsexoeeding $loo,ODO,mm may ourement Pl'OvieionB of Appendix A to
aooept the bonding policy and require- this rule, as a.pplioa.ble.
ments of the l'eciplent, provided HOD

;
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Rl!lPOBTS AND RECORDS

§84.60 Purpose of reports and recorda.
Beations 84.61 through 84.68 set forth

the procedures fOl' monttoring a.Dd re·
porWl:\gon the reoiplent's flnanolaJ and
program performanoe and the nee-
easa.ry sta.nda.rd re]lorting forms. They
a.lso set forth record retention require-
ments.

li84.61 Monitoring and reporting pro·
gr8ID performauoe.

(a) Reoiplents are responsible (or
managing and monitoring ea.oh projeot.
program. subawa.rd. funotion or activ~
ity SUP]lorted by the award. Reoipients
BhaJl monitor subawards to ensure sub-
recipients have met the audit require~
menta as delineated in i84.26.
(b) HUD sbaJl prescribe the frequenoy

with which the performanoe reports
shall be submitted. Exoept as provided
In §BUl(f). ]lerformanoe reports Shall
not be required more frequently than
quarterly or less frequently than a.nnu~
a.lly. Ann1Ia.l reports sbaJl be due 90 cal~
enda.r days after the BTant year; qu~
terly or sem1-a.nnual reports shaJl be
due 80 da.ys a.ftar the reportina' period.
HUD may require annuaJ reports before
the anniversary da.tee of multiple yea.r
aWaMS in lieu of these requirements.
The ftnaJ performanoe repoi'te are due
90 oaJendar days after the expiration or
termina.tion of the a.ward.
(c) Ii' ina.ppropr1a.te. a finaJ technioaJ

or parforma.noe report Bha.11not be re-
quired a.fl;er oompletion of the projeot.
(d) When required, Performanoe re-

ports sha.llgeneraJ.ly oontain. for ea.oh
a.ward. brief informa.tion on ea.ch of the
folloWing:
(1) A oompa.rlllon of actua.l aocom-

pl1Bhments with the gOaJB and objec-
tlveB establ1ahed for the period, the
findings of the investigator, or both.
Whenever appropriate a.nd the output
of programs or projects oa.n be rea.d11y
quantified. suoh quantita.tive da.tIl.
should be related to oost da.ta for com-
puta.tlon of 1U1ttooBts.
(2) Reasons why established goaJa

were not met, if a.ppropriate.
(8) Other pertinent informa.tion in-

cluding. when a.ppropriate. analysis
a.nd expla.natlon of cost overruns or
high 1U11toosts.

24 CFR SubHtle A (4-1-11 Edition)

(e) Reoipients sha.ll not be required to
submit more than the origlna.1 and two
ooplas of performa.noe reports.

(!) Recipients sha.ll 1mmedia.teJy no-
tify HOD of developments tha.t have a
signlfioant impact on the a.wll.rd~sup-
ported aotiVities. AlBa. notifioation
shaJ1 be given in the ease o( problems,
dela.ys, or adverse oonditions which
materiaJ1y Impll.lr the abUity to meet
the ob3eotivB8 of the award. This notifi-
oa.tion BhaJl inolude a statement of the
action taken or oontemplated. and a.ny
&Bsista.noe needed to resolve the situa·
tion.
(B') BUD ma.y ma.ke site visits. ll.ll

needed.
(h) HUD sbaJl oomplY with olea.ranoe

requirements of 6 OFR part 1820 when
requesting performanoe da.ta from re-
otpients,

fi 84.62 Fmancial J'8porting.
Ca) The Federal flnanoiaJ report

(FFR). or suoh other form AS ma.y be
approved by OMB, is authorised for ob-
tatnina' fl.nano1a.1 informa.tlon from re-
oiplents. The a.ppl1oabillty of the FFR
form BhaJ.l be determined by the IlrPpro·
priate HOD program, and the grantee
will be 'notified of any proll'1'&mrequire-
menia in referenoe to the FFR upon re-
oeipt of the a.ward. A HUn· program
ma.y. where a.ppropr!.ate. w&1ve the UBe
of the FJ'R for its grantees and require
an aJterDa.tive reporting system.
(b) lIUD IlhaJl presoribe whether the

FIl'R shall be on a. oa.sh or accrual
basiB. If HUD requires a.oorua11nforma.-
tion a.nd the reolpient's accounting
reoords are not normally kept on the
a.ooruaJ ba.B1s,the recipient sha.ll not be
required to oonvert its a.oo01U1t1ngsys-
tem. but sha.ll devslop suoh a.ooruaJ m-
forma.t1on throurh best astima.tes
bued on an a.naJY81sof the dooumenta-
tion on hand.
(0) HOD 1lhaJ1 determine the fre-

quency of the FFR for eacb projeot or
program, ooneider1ng the sin and eom-
plexity of the partioular projeot or pro-
gram. However, the report shaJl not be
required more frequently than quar-
terly or 1eSBfrequently than a.nnually.
The l'eport1n~ period end da.tel! sha.11be
Maroh 81. June 80, September 80 or De-
oember 81. A ftnaJ Fll'R &haJ1 be reo
quired a.t the oompletion of the a.wa.rd
a.greement a.nd shall uue the end da.te of
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the Projeot or grant period as the re-
portil18'end date.
(d) HUIi requ1ree reo1plents 'to submit

the FFR no later tbAn 80days after the
end of es.oA'epeoified reporting period
for 'quarterly and ·seml-e.n.nuaireports,
a.nd .90 ,oalendar days' for a.nnuaJ re-
por1il!: FinaJ reports shall be lI1i.bm1tted
no later than 90 dAysafter the PlQjeot
or grant period end date. Blxtenaionllof
reporting due dates may be approved
by HOD upon requeat of the reoipient.
BUD may require awa.rdeee to submit
the FFR e1eotronioally. Eleotronio sub-
millBionmay be waived for oause in &0-
oordanoe With RUD's wa.1verpoliCYin
§6,110 ofth1e title. '
(e)(I)When funds are advanoedto re-

oiplents mJD shall use the FirR '·to
monitor oash adva.noed to recipients
a.nd to obta.1n disl;IlIraement informa.-
tion foreaoh agreement With. the re-
oipients. lIDD may require 10reOll.lltsof
Federal oaBh requ1remeJ?tBin the ''Re-
marks" Beotion01the FFR and may re-
quire reoiplentB to report in the ''Re-
marks" seotion the amount of ouh ad-
va.noesreoeived and retainsd in exoees
of three days a.nd' a.nY in~erest earned
on such oub: Advanoes.Reoipients Bba.ll
provide short narrative explanations 01
a.otions taxsn' to reduce early
, drawdoWDBa.ndeXOBaabaJanoes.

(2) lteo1ptenta shall be, reqUired to
,submit not more than the or1g1naJand
two,oopies of the FFR or submit the re-'
port,~eotron1c:iaJly.BUDmay ~equU'ea.
q~ly report 'from reo1p1entB re-
oelvl:nr advanoee tota.lin&'$1million or '
more per year.

(f) When HODneeds a.dditional infor-
mation 01;'more frequent reports, the
foll~w1n8'sh~ be observed,
(1) When additional information ia

needed to oomply with le8'iB1a.tivere-
quirements or Il'overmnentwide l'e-
quil'8ments, HOD Bba.ll iaaue lnBtruo-
tioJia to require recilpientJI to submit
such 1nf'ormationunder the ''Remarks''
seotion ottihe reporta 01' other roea.na.
(2) When HOD determines thai! a re-

oipient's a.ooounting aystem does Dot
meet the atandal'da in 5114..21, a.dditional
pertinent infonnation to 1\u'ther mon-
itol'awards roa.ybe obtained by written
.notdeeto tl:\erecip~ent Wlt11 suob time
as the Bystem is brougbt up .to stand-
.&i'd.HUD, in ob~a1n1ngtb1a 1n1'C!l'IDa-

§84.53

tion, sball oomply with report olear~
ance req\l1rements or 6 Oll'R part l82O.
,(8)HODma.yeleot to aooept the lden~
tioal informa.tion· from the reoipients
through a system to system data. inter-
face BB determined by HUn. .:
('11iFR (JOBS. July 16. SOlO)

§84.58 ~nti011 and 8008S8 require- "-
mants for records.

(a.) Th1Bseotion sets forth require-
menta ror reoord retention and aooese
10 reoords 101' awa.rdB to reoipients.
HODsha.l1not impose a.ny other reoord
retention 01' aocess requirements upon
re91p1entB.
(1i)Fina.noial reoords, aupporting dOC-

uments, st&tisticaJ recorda, and' .all
other reQords 'pertinent to a.n award
IIhall be retained for a. period or tbl'ee
yea.re :!'romthe d&te of 8ubmission of
the finaJ exPenditure report or, for
aWards that 1101'8 renewed qU&l'terly or
a.miua.lly,from ·the d&teof the 8Ubm18~
Bion of the qua.rterly or &mlual f1n.Iw.~
cia.l report, a.ea.uthorised by XUD. The
only exoeptions are the following.
(1)If any l1t1ga.tion,claim, or a.udit is

sta,rted before the expira.tioil.of the 8-
year period, the reoords sball be' re-
ta.1ned.until all lltlgation, 01a1:maor
aucUt findings involving the reoords
ha.ve been reeolved and final action
taken.
(2) Re001'ds Cor 1'8a.l property and

equipment acquired with Federal fU.nds
&hallbe retained for 8 yea.rs after fina.l
disposition.
(3)When reoords are tra.nBferredto· or

ma.1ntained by HUD, the 8-year reten-
tion rsquirelnent is not applioa.ble to
the recipient. ,
(4) Ind1reot ooat rate proposals, oost

allooation plans, etc. aa speoified in
§.84.68(g).
. (0) Oop1e~of ortg1n&lf8col'ds may J;le
sulJati1;uted:for the or18'inal reoords if
a.uthorised by HtJIl,
(d) HUDslIall request tl'anefer er oer-

tain reoords to ita ouatody from reoipi-
ents when it determ1nee tjha.t the
records ,possesa loll&' term retention
vaJ.ue.However,ln order to a.v01ddupli-
o&tereoordkeeping, HUDmay make ar-
rangementa fOl'recipients to reta.in allY
reoords' that are oontinuously needed
for ,oint use.
(e) BUD,. the Inapeotor GeneraJ.,

Oompb'oller GeneraJ er . the United
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584.60

~tateB. or any of their duly authorized
representatives, have the rlrht of time-
ly and unreatrioted aooesa' to any
books. doouments, papers, or other
reoorda of reo1plents that are pertinent
to the awards, in order to ma.ke audits,
exa.mlna.tlons. exoerpts, tranBarlpts and
copies of suoh doouments. This r18'ht
also includes timely and reasona.ble ao-
0888 to a reoipient's persoDnel for the
purpose of interview a.nd diaoueaion re-
la.ted to· suah doouments, The rtrhta of
aoceBS in this paragoraph (e) a.re not
limited to ~e requJred retention p8-
riod. but IlhaJJ lut' All long as .reoords
are retained.
(f) 'Unlsss required by sta.tute, HUn

eMIl not plaoe reatriotlons on recipi-
ents that Unlit public aocesa to the
reoords of reoipients tha.t II.l'fl pertinent
to a.n award, exoept when HUD Dan
demonstrate that suoh reoorda shall be
kept oonfidential and would have been
exempted from diBalosure PlU'lluant to
the Freedom' of Information Act (6
U.S.O. 662) if the records had belonged
toHUD.
(g) Indirect cost rate prop08iW. cost al-

location plam, etc. Pa.ragraphe (g)(l) and
(g)(2) of this seot1on ll.pply to the fol-
Ibwing types of doouments. and their
supporting records-indireot cost rate
oomputations or propoaa.lB, OOBtalloca-
tion plans. and a,nysimllar aooountlnr
oomputatlons of. the rate at which a
pa.iotioular groUJ) Of oosts 18 ohlll'teable
(such all oomputer usage ohargebaok
. rates or .oompOBlto f'r1nge benefit
rates). '

(1) If Btdmritteti for negotiatirm.. If the
recipient submits to HUD 'or the Bub-

. reoipient submits to the recipient the
proposal, plan. or other oomputation to
form the bas1s for negotla.tlon of the
rate. then the S-year retention period
for ita sUJ)portlng reoords starts on the
date of such submission.

(2) 11 not mbmitted for negotiatton. If
the reCipient iii not requ1redto submit
to ROD 'or the subreoipient 18 not re-
quirsd to submit to the reoiptent the
proposal, pla.n. or other oomputa.tion
for negotiation purp08es. then the 8-
year retention period for the proposal,
plan. or other oomputa.tion and ita sup-
porting reoords starts at the end of the
fisoal yea.r (or other a.Ooountlng period)
covered by tile propoBal, plan, or other
oomputation.

-.

24 CFRSubtitle A (4-1-11 Edition)

TDRMINA'l'IONANDlliNF'oROJllMllNT

§84.80 Purpose of termination and en-
forcement.

Sections 84.61 ani! 84.112 set forth uni-
form suspenslon, termination and en-
foroement procedures.

§BUI Termination.
ca) Awuds ma.y be termina.ted in

whole or in pa.rt only if paragraphs
(a.)(1), (a.)(2)or (a)(3) of thill seotion
apply.
(1) By HUD. if a reoipient materially

falls to comply with the terms and con-
dltions of an award ..
(1I)By HUD with the ClO1Ulentof tbe

reoipient. in whlch case the two pa.rties
shall agree upon the termina.tion oon-
ditione, inoJudtng the effective date
and, in the oa.se of pa,rtial terolina.tion,
the portion to be terminated.
.(8) By the recipient upon sending to

BUD written notlfioation setting fortb
the rea.s0D8 for such termination. the
effective 'date, and, in the Da8e of par-
tiiLl terntlnation, the portton to be ter-
minated. However, if HUD determines
in the OaBeof partia.1 termination tha.t
the reduoed or mod1t1ed· portion of the
grant will not aooomplieh the purposes
for whtoh the grant ·WaIl.ma.de. it ma.y
term11late the grant in its entirety
under either pa.ragraphe (11.)(1) or (11.)(2)
of this seotian.
(b) If costs are allowed under a.n

a.ward. the resPDne1b1litiee Of the reo
cipient referred to In §84.71(a.), lnolud-
ing those for propsrty :management as
a.pplioable, ~ be oonsidered in the
termination of the award. and provi-
sion shall be made for oontlnuinr reo
sponsibilities of the reoipient after ter-
m1Iiatlon, as a.ppropriate.

§84.62 EDforcement.
(a.) .RemetiiS8 fOT noncompliance. If a. re-

oipient mater1a.11y fa.ilB to oomply with
the terms and conditions of an award.
whether sta.ted in •• Federal eta.tute.
regulation. ll.88uraDOe, a.ppl1oa.t1on. or
notice of award. BUD may. in addition
to Imposing any of the speoial oondi·
tions outUned in 184.14, ta.ke one or
more of the followini' &otions. as appro-
pr1a~ in the OiroumBta.noeS.
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(1) Tempora;J.'1ly.wtthholtl oaah pay-
ments pend1ng oorreotion of the defi-
ciency by the recipient or more severe
enforcement a.otton by HOD.
(2),Dlsallow (that iB, deny both use·of

funds and any applioable matching
eredit for) all 01' part of the cost of the
activity or a.otion not in complianoe.
(8) Wholly or pa.rtly 8U8pend or ter-

minate the current ••ward. .
(4) Withhold further awa.rds for the

projeot or program.
(6) Ta.ke other remedies tha.t may be

legaJly ava.1la.ble.
(b) Hearings ana ap:pealr. In taJdng an

enforoement action, HOD shall provide
the reo1p1ent an opportunity for hea.r-
ing, a.ppea.l, or other administra.tive
prooeeding to which the recipient 18 en-
titled under any ·sta.tute or regula.tion
a.pplicable to the action involved.
(c) Effects of BU8J)enston aM termf-

nafftm. Oosts of a reo1plent resulting
from obllga.tioDB inourred by the re-
cipient durin&' a s\UlP8D810n or after
termination of an a.wa.i-dare nct allow-
a.bIe Unless BUD expr8SBly a.utho1'lzes
them in the notice of suspension or tar-
lJlination or subsequently. ,Other reoip1-
ent oosts during sUapeD8ion or after
term1ne.tion which are neOeBlI8.1'fand
not rea.aona.bly avoidable are allowa.ble
if paragra.phs (c)(l) and (0)(2)' of this
section a.pply. ,

(1) The costs result from oblirations
which were properly inourred by the re-
oipient betore the effective date of sue·
pension or termina.ticm, are not in an-
tioipa.tion of it, and in ~ oa.ae of a. ter-
mination, 8.1'enoncanoella.ble.
(2) The oosts would be aJlowabls if

the aW8.l'd were not suspended 01' ex-
pired normally at the end of the fund-
ing period in which t:Pe term1naUon
takes effect.
(d) &latfonBl~fp to 4ebarmsnt and SUB-

pellmon. The enforcement remedies
identified in this seotion, inoluding
suspension a.ild term11ia.tion, do not
preolude a recipient :trom being subject
to deba.mumt and suspension. undSl'
HOD's resulations at 2 on part 2424
(see §BUS).

[59 FR 4'011, Sept. 13, 1894. a8 amended lit 72
11'& 73482, DBD. 117, 11007] .

._-_ ..__ .._--

§84.72

Subpart D-After,the-Award
,ReCluJrements

*84.70 Purpose.
Sections 84.'11 through 84.'18 contain

oloseout prooedures and other prooe-
dur8B for subsequent disallow&Xl,oes and
adjustments.

U4.71 Closeout prooedures,
(a) Recipients shall submit, within 90

oalendar days ~ the da.te of oomple-
tion of. the awa.rd, all :Ib1anc1aJ, per-,
torma.noe, and other reports &II required
by the terms $31d opnditions of the
awa.rd. HOD may a.pprove extenBioila
when requested by the recipient.
(b) Unless mID authorizes an exten-

sion, a reoi,p1ent Bha.11 liquida.te' aJl ob-
l1ga.tions inourred under the aW&l"dnot
la.ter than 90 oalendar d8.ys after the
funding period or the d8.ts of oomple-
tion a.a BP$01fied in tl1e terms and eon-
ditions or the a.ward or in HOD iD8truo-
tions.
(c) BUD Ilha.ll make prompt payments

to a l'8oipient for aJlowable reimburs-
able costs under the a.ward being; olosed
out:· '.
(d) The reoipient shall promptly re-

fund any balances of unobligated oash .
tba.t BUD has advanced or paid and
tha.t is not a.uthorised to' be retained by
the recipient for uee in other projeots.
OMB Oironlar A-lall governs unreturnlild
amounts that beoome del1nquent debts.
(e) When authorised by the tenns and

conditions of the award, HUD shall
make a settlement fOl' any upw8.1'd or
downward adjustmen:ts to .the Federal
ahue of oosts after oloeeout reportS &l'e
reoelved.. '

(I) The recipient shall acociunt fer
any real and persona.) property ac-
quired with FederaJ funds or reoeived
from the Fedel'aJ Gover.nm~t in ao-
cordanoe with §§84.81 tlu'ough 84.8'1.
(r) 1D the event a f.InaJ audit has not

been p~formed prior to the· oloeeoutof
an aW&l'd,HOD sba.lll'eta.1n the rirht to
recover an appropriate amount after
fully oonsidering the recommendatiQns
on dl!laJlowed ooats rssulting from the
finaJ audit.

§84.7:~ Subsequent adJustments and
continuing responsibilities. .

(&.) The oloseout of an awa.rd does not
affeot any of the following'., '

i
I

i
I
I

I
!
I
j

t
r
I

47'1

ATTACHMENT .i'~.'.D.....-".
PAGE ...2:£ ..OF ••-'.£1... PAGI;S



"

§84.73 24 CFRSubtitle A (4-1-11 Edition)

(I) The right of HUD to disallow costs a.biUty. For other awards, dlaoretion
and recover. funds on the basis of a. may be prov1ded.to Gra.nt Officers to
later a.udit or other review. determine the funding arrangement on
(2) The obl1ga.tion of the reoipient to a tra.nsa.otion basis. In suo1\ oases,

retw'.n a.ny funds due as a. result of Grant Offioers sha.11dooument the basis
la.ter, refunds, oorreotions, or other fo~ selection or the funding a.rl'8Jl(fe-
.transaotions. ' ment 111 the negotiation reooM. Appro-
(8) Audit requirements In 184.26. priate consideration to tixed 'amount
(4) Property ma.nagement requlre- (lump sum) awards ahall be made 11'one

ments in 5184.31 through 84.37. . or more of the following oonditions are
(6) Records retention as requ1red in present:

184.63. (1) The !IUD funding amount Is den-
(b) After oloseout of an award, a rsla.- nit8ly less tha.n the total actual oost of

tionship orea.ted under an award may the projeot.
be modified or ended in whole or In (2) The HOD funding amount does not
pa.rt with the consent of HOD and the exoeed $100.000or the small purohase
recipient, provided the responsibi11ties threshold fixed at 41 U.S.O. 408 (11),
of the recipient referred to in 184.'18(&), whichever Is greater.
inoluding those for property ma.nage- (8) The projeot loope Is very speoific
ment as Ilopplioa.ble,are oonsidered and and adequate oost historloal or Unit
provisions DUl.defor continuing respon- priDing data 18available to establ1sh a
slbll1ties of the reoiplent, as a.ppro- fixed amount award with &BIlutanoe
pria.te. that the reoiPient will reaJ.ize·no mere-
§84.'18 Oollection of amounts due. ment above a.otual oost. .
Ca.)Any funds paid to a reoipient in (b) [Reserved]

exoess of the amount to which the 1'8- liB".81 DefiDltion.
oipient is 1'1naJlydetermined to be enti~
tIed under the terms and oonditione of (a.)A.lumpsUJn •.ward 18an awa,rd for
the award constitute a debt to the Fed. a. predetermined amount, as set forth
eral Government. If not paid within a In- the grant agreement, w:J11ohamount
reasonable period a.fter the demand for does not vary with the amount of the
pa.yment, BUD may reduoe the debt by reaipient's a.otuallnourred ooats ..Under
paragraphs (a.)(1),(a)(2) or (a.)(8)of this this tYJle of a.w&1'd,HUDdoes not pay
seotion. the reolpient for ita inotl1'red oosts but
(1) MakinI' an a.dm1n1strative offset rather for oompleting oertain defined

aga1nat other requests for reimburse- events in the work or a.ohievement of
.meats, eome other well·deflned milestone.
(2) Withholding- advanoe payments Some of the ways in which the grant

otherwise due to the reoipient. amount may be paid .8.1'fl, but are. not
(8) Taking other aotlpn permitted by limited to:

sta.tute. . (1) In several partial payments, the
(b) lilxoapt as otherwise provided by ,amount of each agreed upon in ad-

law, HOD shall oharge interest on Nl vance, and the "milestone" or event
overdue debt in a.ooordanoe with 4 OFR triggering the payment alSo agreed
Chapter n, "Federal Ola.1m.sColleotion upon in advanoe,and set forth In the
Sta.nda.1'ds." grant;

(2) On a unit price bas18, for a defined
unit or units (such as a housing coun-
seling unit), a.t a defined prioe or
prioss, agreed to j,nadvanoe of perform-
anoe of the grant and set forth in the
grant: or,
(8) hi. one pa.yment at grant oomple-

tion.
(b) The key distinotion between. a

lump .sum and a oost reimbtl1'8ement
grant 1s the laok of a direot relation-
ship between the costs Inourred by the

Subpart E-Use of Lump Sum
Grants

§84.80 Conditions for Ulle of Lump
8~ (filled prioe 01' tlxed BJnount)grant&.

(a) Hew of awarding a.otivities
(HA.A.s)shall determine and publ1sh the
fundinl!' al'ra.ngement for award pro-
grams ha.V1nga.published program reg-
Ulllotionor Notioe of Fundln8' Ava.n·
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reoiplent and the amount paid by BUD
in the llU,l1psum &l'J.'a.11gement.

184.82 Provisions applioable ·ollly to
l'UDlp8ami. grants. .

. In a.dditlon to the provisions or this
subpart E. subpa.rts A and :B of th1a
pa.rt a.pply to lump sum granta.
(a) Flnanafal and program' manage-

ment. Pa.ragra.phs (b) throurh (e) o! this
SBOtioi:tpresor1be 8ta.nda.rds for :f1D.an-
oial management systems, methods for
.m&ldng payments, budget revision ap-
provals. and ri1a.1dnr audits.
(b) 8t4ndart1.B for jinanalal managB7llBnt

B1/BtemB. (1) Riloords ~t identtty ade-
quately the sourele and applioa.tlon of
funds tor rederally-aponsoredactivities
llo1'8 raql11red. These records BhaJJ con-
tain information perta.1n1ng to Federal
awards, autbor1za.tWns, obligations.
unobligated balanoes, 'assets, OIltJ.a.ys.
inoome and interest.
(2) :mtteotive oontrol over' and ao-

oountability for aJJ funds, property and
other aBaets ire required. Reoipients
BhaJI adequately sa.fegua.rd aJ1 such aB-
sets and assure they are used solely for
authorized purPOSBB.
(8) Oompa.rlson of outlays w~th budg-

et amounts for ea.ohaw81'd ie required.
Whenever appropriate, tinano1al infor-
mation should be related to perform-
anoe a.nd unit oost da.ta..
(4) Where HUD guarantees 'or insurea

the repayment of money borrow~ by
the reolplent, BUD. ..t 1ts discretion,
~y require adeq\1ll.te bonding and 'in-
suranOe U the bonding and ineuranoe
requirements of ths reo1pient are not
deemed adequate to proteot the inter-
est of the Federal Government.
.(6) RUD may reqUire adequa.te fide1-

itybond ooverage where thel'eoipient
la.cks sufil'Oient ooverage to proteot the
Federal Gov.ernment's interest: ,
(8) Where bandB are r~quired in the

sltuat1oI18 desorlbed a.beve, the bonds
l$aJi be obta.1ned from oompanies hold-
ing ,oertificates of authority as aooept-
.able sUI'etles, aB presaribed in 81 OFR
pa.rt 2~, "Surety Oompanies Doing
BUSiness with the United States. If

(0) Payment. (1) The standard gov-
erning the UBI! of banks and other insti- .
tutions sa depositories of tundB ad-
vanced under awards i$, KUD· shaJl not
require eepa.rate depository' aooounts
fOl' funds pl'Ovided to a reoipiant or es-

§84,82.
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ta.bl18h any ellg1.b1l1ty requirements for
depositories for funds provided to a re-
oipient. However, reolplenti must be
a.ble to acoount for the reoeipt, obliga-
tion and expenditurs of funds;
(2) OoDS1stent with the nationaJ goal

of 8X1IflJ1dins' the opportun,ities for
women-Owned and m1nority-owned
buslneSll enterpr1sBB, reoip1enta shall be
enoouraged to use women-owhed and
minority-owned banks (a ba.nk which is
owned 8.t least 60 percent b3' women or
minority group membe1'8) •
(d) ReWion of budget Ilnd program

plans. (1) The budget plan is ths 1':Inan-
oial expresaion of the project or pro-
gram as a.pproved during the aw81'd
proOBB8.It may inoIude either the Fed-
eral and non-Federal &bare, or only the
Federal share, depe;uding upon HOD re-
quirements. It shall be related to per-
forma.noe for pl'Orra.m evaluation pur-
poses whenever appropr1l.te,
(2) Reoipients are required to report

deviations from pro&Tam pla.ns. and re-
quest prior aPPJ,'ovals for budget and
program. plan revisions, in aooordanoe
with this aeotion ...
. (8) For Donoonstruotion awarda, re-
oipients sba.ll request :Prior a.pprovals
from HOD for ons or more of the foI-
'lowing program or budget rBl/ioted rea-
BOns.· ,
(1) Ohanll'e in the soape or the. ob;lec-

ttve of the projeot or prograril (even if
there is no aBBDoiated b1u1get revision
requir,1ng prior written approval),
(11) 'The need for additionsJ Federal

funding.
(Iii) Unless desoribed in the applioa-

tion a.n.d funded 'in ths a.pproved
..wards, the subawa.rd, transfer or con-
tt'acting out of any work under an
award. This pl'ovis1an does not apply to
the purchase of supp1i~, material,
equipment or general support servioes.
(4) No other prior approval requh'e-

menta for speoi:f1c items :may be im-
posed 'unlsas a deViation bas been ap-
proved by OMB .
(Ii) Except for l'eqUirementB listed in

paragrapbs (d)(8)(1) and (d)(8)(11) of this
seotion, BUD 1s authorifl8d, at ita op-
tion, to waive oost-rele.ted and admin-
istrative prior written IIoPP1'oVals.re-
gull'ed by Oil'cular A-110 and OMB Oir-
oulara A-21 and A-122. Such wa.ivers
ma.y .include authorlzlng reoiplents to
do any one or more of the following,'

I
I

I
I

I
i

I
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(1) Initia.te a one-time extension of
the expira.tion da.te Drthe a.wa.rdof up
to 12 months unless one or more of the
followlnr oonditions a.pply. For one-
time extensions, the reoiplent must no-
tify HUD in writing with the sup-
porting reasons and rev1eed expiration
da.tea.t 161Ult10 days before the expira.-
tion date speoified in the awa.rd. This
action may be ta.lten unless:
(A) The terms and oondltlons or

awa.l"dprohibit the extBDllion.
(B) The extension requires· additional

Federal tunda.
(a) The extension ·involves any

ohange in the approved objeotlves or
scopeor the projeot.
(6) Fot' oonstruotiOD a.warda, reoipi-

ents &hall request prior written ap-
proval promptly from HOD ror budget
revisions wbenever pa.ragraphs (d)(6)(i)
or (d)(6)(11)of this seotlon apply.
(1)The revision results from ohanres

. in the scope or the objeotive 01' the
projeot or pro8'1'am.
(li) The need arises Jor additional

Federal funds to complete the proJeot.
(7) No other prior approval require-

. ments for· speoifio items· may be im-
posed wess a. deviation haa been a.p-
provedby OMB...

(8) .When BUD makes an award that
provides support ro~ both oonatruotlo~
and nonoonstruotlon work, HOD may
require the reoiplent to request prior
approval from HOD before maklnll'aDY
fund or budget transfers between the
two t:ypeaor work supported.

(e) No7t-FederaJ audtu. (1) Recipients
and aubreoiplents tha.t are 1natltutiona
of higher eduoation or other non-profit
Ol'8'a.nisatiODS(inoluding hospltala)
shall be subjeot to the audit require-
ments oonta.1ned in the Single Audit
Aot Amendments or 1996(8l U.S.C. 7601-
7607) and remed OMBCiroula.r A-ISB,
"Audits of Sta.tell, Looa.1Governments,
andNon-Profit Orga.nia.tions."
(i) Non-profit orga.nisations sub,eot

to rerula.tiona in the part 200 and part
800 seriea of th1e title whioh re08I"'e
awa.rdssqbjeot to pa.rt 84 shall comply·
with the audit requirements or revisedom Oiroular .A-188. "Audite or States,
LooalGovernments, and Non-Protlt Or-
ll'anlza.tiona." For HOD programs, a.
non-profit· organization is ths mort-
gagor or owner (aa these terms are de-
finet'lln the regula.tionli in the pa.rt 200

24 CFR Subtitle A (4-1-11 Edition)

and part 800 aeries) and not a.related or
a.ffll1a.tedorga.nlza.tlonor entity,

(11) [RellB1'Ved]
(2) State and Ipoal governments shall

be subjeot to the audit requirements
oonta.ined in the Single Audit Aot
Amendments of.l998 (81 U.S.C. 7501-
'1607) and revised OMB 01roular A.-1S8,
"Audita of States, Looa.lGovernmsnts,
and Non-Protlt Orga.n1sa.tiona."
. (8) FOf-P1'9tlt hospitals not oovered
by the a.udit prov1a1onsof revised OMB
O1roular A-183 8ha.11 be sulljeot to the
••udft .r~uirBments or the Federal
a.wardinlr8&'en0188.
(4) Commeroial orga.nisatlons shall be

Bubjeot to the a.udit r811airements of
HOD or the prime reoipient as tneor-
porated into the a.warddooument.
CODJI1t 4'1011, Sept. 18, 1894, as ImllDded at 62
lI'R 8181.'1. Nov. 18. lOOT; 'Ill ll'R U080. July 16.
MID]
§8••83 property ataudarda •

(a.) PUrpO.B 01 propBft1! .tandatds.
Paragra.phs (b) through (g) of this sec-
tion set forth uniform. sta.nds.rda gov-
erning management and dispoB1tionof
property furnished by the Federal Gov-
ernment whose ooat wa.a oharged to a
projeot supported by a Federal award.
HOD shall require reoipients to obeerve
these sta.nda.rdaunder awards a.nd8ha.ll
not impose additlona.l requirements,
unless sps01f1oa.llyrequired by Federa.l
sta.tute. The reoiptent may use Its own
property ma.nagement sta.ndardB and
Pl'O(ledures provided it obServes the
provisions or paragraphs (b) through (g)
of this seation. .
(b) Imurance DII1I8rage. Reoipients

shall, at a.miJ$num, provide the equiv-
alent in8uranoe ooverag'efor reaJ prop-
erty and equipment acquired with Fed-
eral funds as provided .to property
owned by the recipient. Federa.1ly·
owned property need not be insured un-
les8 required by the terms a.nt'loond!-
.tiona of the-award.

(0) R.eal propertJl. HOD preaoribes the
following requir~ents for recipients
oonoern1nlr the use and diBpositiQDof
real property acquired 1n whole or in
part under awards:
(1)Title to real property shall vest in

..the reoipient subjeot to the oondition
that the. reoipient aha.ll use the real
property for the a.uthorized purpose of
the projeot 8.B long as it .is needed and
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sball not enoumb81' the proPSl'ty with- ed, whetb8l' or not the projeot or pro-
out approval O1'BUD. gl'&n1 oontinues to be supported by Fed-
(2)The raclpient sha.ll obtain written el'8J 1'1mdaand sl:IaJl not encumber the

approvaJ bY BUD for the uee of real equipment withOllt a.pproval of HUD.
property in other federa.llY-Bponeored Whell the equipment is no longer need-
pro~ects when the reoipient det81'mines ed for the or1g1nal projeot or Pl'ogl'8.JIl,
that the property is :no longer needed the rec1p1e.nt shaJl use the equipment
for the Plll'Pose of the origJnaJ project. . in oonneotion with 1ts other :CederaJly-
Use in other projects shall be limited sponsored activities, in the :Collowing
to t.hose under federallY-BJ)Onsored order of priority:
pr~eots (1.e., aw8ol'dB)or programs that (1) Aotivities sponsored by HOD
have purposes oonsistent with those . which :flmded the origjna.l projeot; then
authorll8d for HUppert by HOD. (ii) ADt1v1ties sponsored by othat'
(d) Federarl2/-oumad and Inampt prop- Federal awarding ageno1es.

erty--{l) 0 Feti8l'aUy-owneci propsrty...,..(1) (8)During the time tha.t equipment is
Title to·ffUlerall2/-ownect propertJI rematm. IU!8d on the projecit or program for
!JeStedin the Federal GotJBrnment.Reotpl- .which It was a.oquh'8d, the reoip1811t
ants shall submit annuaJly an inven- Ilha.llma.k;e1t available for.UfIElon other
tory -11st1ng of fed8l'a.lly-owned prop- projects or progra.ms i:Csuob other use
arty in their oustodY· to BUD. Upon will not interfere with the work 0». the
comple1i1OJ1of the a.ward or wh~ the projeot or program for wh10bthe equip-
property 1&no lo:ngei' Deeded. tho re- ment Wa.e.or1g1naJ.ly acq\l1red. FirSt
oipient ~l repQ1't the property to preferen08 for such other use shall be
HODfor farther BlJD utWzation. gWen to otb81' projeots or programs
(il) If HOD ha.e no ~er Deed for sponsored by B.UD that fiDa.noed the

the property, 1t shall be declared exoees equlpmentj s800]).dpreferSD08 shall be
and· reported to the General Servioes given to projeots or progril.ins spon~
AdDUn1lItratioD,unless HOD haa sta.tu- 80red by other F.ederal awa.rd1n&'agen-
tory authority to dispose ot the prop· oiea. If the equipment 1s owned by the
arty by alternative methods (e.i., the Fedl!l'a.],Government, Use ODother a.o-
authority provided by the Federal tivit1es not sponsored by the Federal .
Technology Tra.ns1'8l'Aot (16 U.S.O. 8710 GoverlllIlen~ shall be permiesible if au-
(1» to donate rssea.roll equipment to thor:lmedby RUD.
eduoat1OJ1aland nOD~prof1t orll'anisa.- (4) The recipient's property ma.na.ge-
tiona in aooorda.noe with E.O. 12821, ment stand&rds tor equipment a.oquired
''Improving Ma.thema.tios and Science with Federa1:1unda and federally.-owned
lUduoatiOJ1in Support of the Na.tionaJ eq)1ipment shall hlolllde all of the fol-
Education Goals. ") .Appropriate .1n- lowing. '.
strl1Qtionasha.U be lsB\1edto the recip1- (1) Equipment reoorda shaJ1 be main-
ent by HOD. ta.1ned ao~tely and BhaJl include the

(2) .B:rempt property. When statutory followliJg 1n:Cormation.
authority exists, BUD has the option (A)A deBOription of the equ1pment.
to vest title to pr6p81'ty aoquired w1th (E) :Ma.nuia9turer'B serial number,
Federa.l funds in the reoipient without model number, .FederaJ stock number.
further ob11gatioJl to the Fed8l'al Gov- na.tionaJ stool!: number, or other identi-
ermnent and under oondltions HOD 11cat10nnumber, .
.oomidera appropria.te. 8uob prop8rt;y is (0) SOUl'08or the equipment, ipolud-
"sxempt property." ShoUld HOD not 1ng the awa.rd number.
esta.bl1eh oonditions, title to exempt (D) Whether title veats in $& l'eolpi-
Pl'operty upon a.oquisition shall vest in ant 01'the Federal Government.
the reoipient without fl1rthar obl1ga.- (E) Aoquisition da.te (or date re-
tion to the Federal Government. oeived, 11'the equipment was furnished
(e) Equipment. (1) Title to equipment by the Fed81'8JGovermnent) aJld GOst.

aoqllired by a reoipient with Fedel'a.l (F) Location and oondition of the
fuuds Slla.llvest in the reoipilll1t, Bub- equipment aJld the date the :h11'orma.-
jeot to oonditiOlls of this saotion. tion waa reported. . 0

(2) The l'eoipient shall use the equtp- . (11)Equipment owned by the Federal
ment in the· l'l'ojeot 01' pr'.orr&.mfor Government shall be identified to indi-

o which 1t was a.oquired as long as need· DateFederal ownership.

r
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(111)A phyaloa.l inventory of equip-
ment &haJJ be ta.ken a.nd the results
reoonoUed with the equipment reoordB
at least onoe every two years. Any dif-
ferenoes between q!1a.ntities deter-
mined by the physical lnapeotion and
those shown In the acoounting reoords
sJuiJI be investiga.ted to determine the
causes of the differenoe. Tbe reolplent
BbaJl. In oonneotion with the inven·
tory. verifY the existence, onrrent uti·
lintion. and oontinued need tor the
equipment •.
(1v) A oontrol system aha.ll be in ef-

feot to insure adequate safeguudB to
prevent loss, damage, or theft of ,the
equipment. My lOBS, damage, or theft
of equipment shaJl belnvestlgated a.nd
fully dooumented; if the equipment was
owned by the FederaJ Government, the
reoipient BhaJlpromptly notifY KUD.
(v) Adequate ma.1ntena.noellrooedl1l'B8

shall be implemented to keep the
equipmeIit in good oondition.
(6) HUD may reserve the right to

tranafer the title to the li'ederaJ Gov-
ernment or to a third party named by
the FederaJ Government when such
third party Is otherw1Be eligible under
existing s1i&tutes. Such transfer shaJl
, be subjeot to the following standarde.
'(i) The equipment ehaJl be appro-
prla.tely identified in the awa.rd or oth-
erwise made known to the recipient in
writing.
(11)HUD shall 188ue dispoaltion In-

struotions within 120 oalenda.r d~s
a.!ter reoeipt of a f1na.l inventory. Tbe
ftna.1inventory sha.ll11st all equipment
aoquired with gra.nt fundi! and feder-
a.lly-owned eqD1pment. If HOD fa.1lato
iune disposition instructions within
the 120·oLIenda.r day period, the reoipi-
ent .ehal1 apply the standa.rds of this
aeotion, as appropriate.
(111)Whell HOD ueroiseB ita right to

take title, the equipment shaJI be sub-
jeot to the prOVisions for federa.llY~
owned equipment.
(f) Inta:ng1ble Jlroperty. (1) The reoipip

ant ma.y oopyrlght any work tha.t is
aubject to oopyrlgbt and waB devel-
oped, or for which Ownership was PU1'-
ohased, under an award. HOD reservea
a royaJty-free, nonexolusive and irrev-
ooa.ble right to reproduce, publish,or
otherwise use the work for FederaJ pur-
poses, and to a.uthorize others. to do so.

24 CFR Subllfle A (4- 1-11 Edition)

(2) Reoipients are subjeot to a.pplioa.-
ble rerula.tions' governing patents and
inventions, inoluding government-wide
regulationa issued by the Department
of COmmeroe at 8? OFR pa.rt 401,
"Rights to Inventions Made by Non·
profit Orge.n1za.tions andSma.ll Busi·
ness Firms Under Government Grants,
Oontraots and Oooperative AlI'l'Be-
menta."
(8) Unless waived by HOD, the Fed-

eraJ Government haa the right to para-
graphs (f)(S)(!) and (f)(3)(11)of this S60·
tion.
, (1) Obtain, reproduoe, publish or oth-
erwise use the data. first produoed
urider a.n a.ward.
,(11) Authorise others to reoeive, re-

produoo, publ1sh, or otherwise use such
data for Federal purpose".
(4) Title to intangible property a.nd

c)ebt instruments aoqulred under a.n
a.ward or subaward vests upon acquisi-
tion in the reoipient. The recipient
shaJl use tl:lAt property for the origi-
na.lly-authorlzeci purpose.
(lI') PtopartJ/ trwt rslatltmlh.ip. Rea.l

proPerty, equipment, inta.J1gtble prop-
erty and debt instruments tha.t a.re ac-
quired or improved with Federa.I funds
shall be held iJl trust by the recipient
, as trll8tee for the benefiol~les of' the
pro'eot or proiram under which the
property was a.oquired or improved.
HOD m~ require recipients to reoord
liens or other a.ppropriate notioes of
record to indicate tha.t personaJ or rea.l
property h&Bbeen &equ1redor improved
with Federal f1mdl! and that use and
disposition oonditions apply to .the
property.

§84.84 ProD1U'eJDent standards,
(a) Purpose oj procurement Itandaras.

Pa.ragra.phs (b) through (i) of this sec-
tion Bet forth standardB for use by re-
cipients in establ1l1hing prooedures for
theproourement of supplies a.nd other
expandable property,eQul.p~ent, real
property and other servioos with Fed-
eral funds. ThllSll standards are fur-
n1Sl:1edto ensure that such materials
and services a.re obtamed in an effec-
tive manner and in oompliance with
the prOvisions of a.ppl1oable Federal
statuteB and exeoutive orders. No addi-
tional proourement ata.ndards or' re-
qu1reme~ts shall be imposed by HUD
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upon.l'ecipients, unless epeolfioally re-
quired by FederaJ statllte or exeoutive
ol"(\eror approved by OMB.
(b) Reclpllmt f68Ptmribflltfes. The

standa.rds oontained in this seotion do
not felieve the recipient or the 00:0-
tractuaJ fespons1b1l1ties arising under
its oontraot(B). The reoip1ent 1s the re-
sponsible authority, without reoouree
to BTiD, reprcUng the settlement and
sa.tisi'aotion of a.ll contra.otlla.l and ad--
min1strattV8 iasU8Ba.r1s1Dgout of pro-
ourements entered into in support of
an a.ward or other agreement. This in-
cludes d1aputes, claims, protests of
award, BOlll'ceevaJuation or other mat-
ters of a oontractlla.l nature. Matters
oonoerning violation of statute are to
be referred to such FederaJ, State or
100aJauthority a.a may ha.ve proper ju-
rist'i1otion.
(c) Codes of conduct. The recipient

shaJl maintain written standards of
oonduot govern1n8'the performance of
its employeas engaged in the &wardand
a.cJm1n1strationof oontraots. No em-
ployee, officer, or agent sha.ll partioi-
pate in the seleotio.p.,award, or admin-
istrat10n of a oontract supported by
Federal funds if a real Ofap]lll.l.'Bnt eon-
fiict of interest would be involved.
Suob a con1'l1ctwould arise when the
employee. officer, or q'ent, any mem-
ber of his or her immediate famUy, his
or .her partner, or an orra.i11za.tion
which empl0iVsor is about to emploY
any of the parties indioatec1herein, has
a finanoial or other'interest in the fJ.rm
seleoted fOl'an award. The offioers, em-
ployees, and agents of the reoip1ent
shall neither sol101t nor accept gratl1-
1ties, favors, or a.nythlng of monetary
vaJue il'om oontraotors, or parties to
subagreements. However, reoipients
may set sta.ndards for Situations in
which the flnanoial in_est 1Bnot sub-
stantial or the gitt is an unsolioited
item of nominaJ. vaJue. The Btanda.rds
of oonduot shaJ.l provide for di801pli-
naryactloDs to be applied for v.1ola-
tioDSof suoh standards by offioers, em-
ployees. or agents of the reoipient.
(d) COI1lf)etit1on. All proourement

u'ans8.otionsshaU be conduoted in a
manner to provide, to the l118Jdmum
extent Pl'll.OtioaJ•. open and fI.'ae com-
petit10n. The reoipient shall be alert to
ol'gf!.lllr;a.t1onaJoorirllots of interest as
well as nonoompetitive practices

§84.84

amonS' oonu'aOtol'll tha.t msy restriot
01' el1minate oompetition or othel'Wiae
restrain trade. In order to enaure objeo-
tive oontractor performance a.nd elimi-
nate W1fa1r oompetit1ve advantage,
oontractors that develop or draft speoi-
fioatiODS,requirements, statements 01:
work, Urvttations fQr bids a.ndlor re-
qU~Btsfor proposals shaJl be exo1uded
from oom,petinr for 8uobproourements.
Awards eh8.llbe made to the bldder or
01l'erorwhose bid or offer i8 responsive
to the sol1citation IloDdis most advan-
tageoue to the rec1p1ent,prioe, Quality
and other factors oonsidered. The other
fa.otors sha.l1 ino1ude the bidder's or
ofieror's oomplianoe with Seotion 8 of
the Houe1nr and Urban Development
Aot of 196B(D U.S.C. l'lOlu), hereafter
referred. to as "Section 8." Seot1on 8
provides that, to the g1'eatest extent
feasible, and consistent with existing
FederaJ, State, and 10oa1la.ws,a.nd reS'-
Ulations, economio opportunltieB gen-
erated by oertain lfOD Dna.nola1assist-
anoe sha.ll be directed to low- and very
low-inoome,persons. Solioitations shall
olearly Bat forth all requirements th ••t
the b1dder or offeror shall fulfill in
order' for the bid 01' offer to be ava.lu-
i.ted by the recipient. Any and all bide
or offers may be rejected when it is in
the reciPient's interest to do BO, '
(e) Procurement Foceciures. (1) All re-

oipients shaJ.l eatabl1ah written· pro-
ourement prooedures, These procedures
sha.ll Pl'ovide for, at a minimum, that
paragraphs (e)(I)(I), (e}(l)(ii) a.nd
(e)(1)(111)of this Beotionapply.
(i) ReCiPients avold purohasing un-

neoessary items.
(ii) Where ap]l1·o]l1'ia.te,an a.naJya1ais

made 0:C leue and purchase alter-
natives to determine which would be
the most eoonom1oaJand practioa.l pro-
curement for the recipient.
(111)Solicitations for goode Mld serv-

iOSBprovide for all of the folloWing..
(A) A 018&1'and aoourate desoription

of the teobn1oa1 requirements for the
materJ.aJ, ]ll'Oduotor servioe to be pro-
oured. In oompetitive proourements,
such a. deaoription shall not oontain
fea.tures whiob undUly reBu'jot com-
petition.,
• (BY RequirementS which the bidderI
offeror must. fulfill and all other fao-
tors to be uee4in evaluating bids 91'
proposals,
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(0) A desoription, whenever prao--
tioable,of teahnloaJ requirements in
terms of funotions to be pel'formed or
performa.noe required, inoluding the
range of a.ooeptable oba.re.oter1stioB or
minimum acceptable Ita.ndards.
(D) The speo1f1o fea.tures of "bra.nd

I!a.me or equaJ" delloriptions that bid·
ders are required to meet when BUob
items are inoluded in the lIoltoita.tion.

(]D) The a.ooeptanoe, to the extent
practicable and eoonomioally feasible,
of produots and aerv10es dimensioned in
the metric system of meaauremant.

(F) Preferenoe, to the extent prao--
tioa.ble a.nd 8OOnornioaJly feas1ble, for
produot. and servioes that conserve
na.tural resources and protect the envi-
ronment and are energy emoient.
(2) Positive efforts aball be made by

reoiplents to utU1ze smaJl businesaes,
mtnority-owned :firms, and women's
busineaa enterprlses, whenever pos-
Bible. Reo1]lients of Federa,1 a.wards
shall take all of the following stepe to
fIlrther this goal.
(1) lllnaure that Bma.ll bueineeses, mi-

nority-owned firms, a.nd women's busi-
ness enterpris8B are l18ed to the fullest
extant praotioa.ble.
(il) Ma.ke information on forth-

ooming opportunities a.va.ilable and a.r-
ra.nge time ftam8B for purchaaes a.nd
oontra.ots to enooura.re a.nd facU1ta.te
pa.rt101pa.tion by small busineSll8ll, mi-
nority·owned firms, a.nd women's busi-
ness enterpriaes .
. (111)Oonsider in the-oontraot proClEl8S
whether fir.ms competing for larger
contraote hitend to suboontraOt with
small businesses, minority-owned
firma, a.nd women's bl1S1ness enter·
prises.
(iv) Encourage oontracting with con-

sortiums of small bl1S1nesaes, rn1nority~
owned firms and women's bl18Jn8BSen-
terprises when a oontract 1s teo la.rge
for one of these firms to ba.ndle individ-
ually. .
(v) Use the serv.io8Band asslstanoe, aa

appropriate, of suob orga.ntzationa aa
the Small Business Adm1.n1stra.tion and
the Depa.rtment of Oommeroe's Minor-
ity Business Development Agenoy In
the sollolta.tion and· utilisation of
small businesses, minority-owned firms
and women's business enterprises. .
(8) The type of proourtng inlltrumente

used (e.g., fixed price oontraots, oost

24 CFRSubtitle A (4-1-11 Edition)

reimburaa.ble contracts, purchase or-
ders. and inoentive contraots) shall be
determined by the reoipient but shll.ll
be a.ppropria.te for the partloUlar pro-
ourement a.nd tor promotlng the best
interest of the program or projeot In- .
volved. The "oost-pJuB-a-psroentare-of-
ooat" or "percentaga of oonstruotion
oost" methods of oontraoting shall not
be used.
(4) Oontraots shall be roa.de only with

reaponalble oontractors who .poasesa
the potentia.l a.bility to perform sue-
cessfully under the terms a.nd oondi-
tions 01 the proposed proourement.
OonBiderat1on shall be riven to such
matters as oontraotor integrity; 00131-
plla.noe with publio pol1oy, including,
where a.pplloable, Section S of the
Housing a.nd Urban Development Aot of
1988 (12 U.S.O. 1701u); record .of past
performanoe; and fina.no1a.1 a.nd teoh·
nical resource! or aooesa1b111ty to other
neo8Baa.ry resourcss. In certain air·
oumsta.n08B, oontracts with oertain
parti8B are restricted, a.s set forth •.t 2
on part 2424.
(6) Recipients ahall, Oll request, make

ava.tlable tor the Federal awarding
a.gency, pre-a.ward review a.nd prooure-
ment doouments, BUobaa requeats for
propoaa.ls or invita.tiona for bids, inde·
pendent oost estima.tea, eta., when any
of the following oonditione apply.

(1) A reoipient's proourement prooe-
dures or opera.tion fa.1ls to oomply with
the proourement Bta.n4ards in HUn's
Implementation of O1roular A-ll0.
(it) The proourement Is expected to

exoeed noo,ooo or the smaJ.l purchase
threshold fixed at 41 U.B.O. 408 (11).
whichever 1s greater, and Is to be
awarded without competition or only
one bid or offer i8 reoeived in response
to a solioitation.
(i11) The proaurement, whiob 1s ex-

peoted to exoeed the small purohaae
threshold, speo1:f1el1a. "bra.nd name"
produot ..
(Iv) The proposed a.ward over the

small purobaae threshold 1s to be
a.warded to other· tha.n the a.pparent
low bidder under a. seaJed bid pro~e-
manto
(v) A proP{lsed oontra.ot roodifioa.tion

ohangsB the soope of a. oontraot or in-
Ore&!lSBthe oontra.ot amount by more
tba.n the amount of the small purobaae
threshold. .
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(fr OoBt ana price ana!vBis. Soine form
of cost or price ana.lys1sBhall be made
and documented in the Procurement
files in conneotion with every prooure-
ment a.otion. Price anaJya1ama.ybe ac-
'oom;pl1ahedin va.rious WIl.YB, including
the compa.rison of price quotations sub·
mitted, ma.rket prices and simUa.r indi-
cia, together With disoounts. Cost 1mIJ·
~sis is the review auid evl!luation of
ea.ch element of cost to determins rea.-
scnableneas, a.lloca.b1l1~ and aJlow-
ab1l1ty.
(g) Proourement reo/mls. Procurement

reoords and files fOl' purcliues in u-
cees of the smalJ purohasa tbreshold
sha.ll inolude the following a.t a min-
imum:
(1) BulB for contractor se1eotion~
(2) Juatlfica.tion for lack 'of competi·

tion when oompetitive bids 'or ofl'81'B
are not obt&1ned;and
(8) Ba.a1sfor B,Wardoost or prioe.
(h) Controot a4mtniBtration. A system

for contra.ot adm1u1stration 8haJl bB
maintained to enBure oontractor eon-
formanoe with the tenDS, oonditione
a.nd speo1fioatioDSof the oontJ.'a.otand
to ensure a.dequa.ts.and tbnely follow
UP of aJI pUl'Ohues. Recipients Sha.ll
evaJua.te oontractor pari'ormance and
dOOUlXl.l"lt,a.sappropriatel whether con-
tra.otors have met ~B terms, oondi·
tione and epeolfioatiOl18of the con-
tract." ,
(i) .Contract provlBiom, The recipient

shall include, in addition to provisions
to define a. sound and oomplete agree·
m.ent, the followtnr proviaions in a.U
contra.ots. The follo~ provisions
IIhall also ba 'applied to subcontracts.
(1) Oontraots in 'exoess of tlle small

pm'oha.se threahold shall contain con-
tra.otual provisions or oonditione tha.t
allow fOl' administrative, contraotual,
or legaJ remedies in insta.noes In wlrlch
a. o011traotor'violates or brea.chea the
contract terms, II.l1dPl'OVide for such
l'BmediaJ. a.otion8 as ma~ be a.ppro-
pria.te.
(2) All o011traots in exoess of the

small pm'Ohue threshold ahall oontain
suita.ble Pl.'oviaionsfor termJna.tion by
the reoipient, including the ma.lll181' by
which termmation shaJI be effeoted
and the baSis for settlement. In' addi·
tion, allah oontraots eh8.ll desor1beoon-
ditions undel' ,which the' oontraot may
be tlll'lDillated for default, as well 11.8
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,-oonditions where the oontraot ma.y be
terminated beoa.use of oircumstanoes
beyond the oontrol of the oontra.otor.
(8) Exoept all otherw188 reqlW'ed by

statute, I\J1 aW&1'dthat reqU1re&the
oontraoting (or suboontra.oting) for
oonstruction or facility hnprovementS
sha.1lprovide for the reoipient to follow
its own requirements relatin&' to bid
gua.ra.ntees, psrformll.l108 bonds, and
payment bcnds unless the construotion
oontract or suboontract llXceedS
$100,000. For those oontracts, or snb-
contracts exoeediDg'nop,ooo, ROD may
aoollpt the bonding' policy .and require·
ments of the recipient, pro\r1dedHOD
hu made a determ1na.tion ,that the
Federal Government's intersstiB ade-
q)1ate13'proteoted. It suob a determina.-
tion. has not been ~ade, the m1n1Jnum
requ1rements s.b.aJlbe a.sfollows:
(1) A b~dgua.rantee from each bidder

equivaJent to five pel·~t of the bid
prioe. The "bid Il'ua.rantee" shaJ) con-
s1et of a f1rrn oommitment suob as a
bid bond, oertit1ed cheok, or other ns-
lrOt1able instrument acoompanyfug a
bid aa aSBU.l'II.Doetha.t the bidder aha.ll.
upon acoeptanoe of his bid, exeoute
euch oontractUa.l doouments B.8 may be
required within the time epeoifie.d.
,(11)A Performanoe bond on the part
of the contractor for 100 peroent of the
oontraot prioe. A "performanoe bond"
is one executed in oonnection with a
oontract to eoure fUlfillment of all the
oontraotor's obl1ga.tione under suob
.oontI·act.
(i11),A payment bond on the pa.rt of

the oontractor tor 100 :percent of the
oontract prioe. A "pa.yment bond" is
ODe exeouted in oonneotion with a eon-
tract to assure payment as required by
etatute of all persons eupplying 1a.bor
II.l1dmate1'1aJ in the exeoution of the
work provided for in the oontra.ot.
(tv) Where bonds are required in the

situa.tions described herein, the bonda
BhaJlbe obta.ined from oompanies hold·
ing oert1fioa.tesof authority as accept-
,a.ble eureties pureuant to 81 OFR pa.r1;
228,"Surety Oompanies Doing :Business
Vlr1ththe United Sta.tes. "
(4) All negotiated oontracts (exoept

tholle f01'less than the small pllXahaae
threshold) a.wal'dedby r8(lipienta ahe.ll
include a proviaion to the effect tha.t
the reoipient, ,HUD, the Oomptroller
GeneraJ of the United Bta.tes, or a.riy of
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their duly authorized representatives,
shall have a.ooeaeto any bQoks, doou-
mepta·,papers and·reoords of the oon-
tra.ctor whioh are directly pertinent to
a speoific progra.m for the purpose of
ma.king a.udlta, exa.minations, exoerpt;e
and transoriptions.
(6)All oontra.ota, inoludlng emaJIP\1r-

'chues, awarded by reoiplents a.ndtheir
oontractors shaJI oonta.in the prooure-
ment proviBions of a.ppendlxA to this
rille, as a.pplloab1ll.
[6!lFIt 47011, S~. 13. 1894,as amaDded a~ 72
lI'R '8492. DaD. ", 100'7)

§84.86 Reports and reooNs.
(a) Pu.f'1)Ote 01 reportB and records.

Pa.ragraphs (I) and (0) or this seotion
set forth the procedures tor monitoring
and reporting on the recipient's f1na.n-
oiaJ and program performa.noeand the
neoessa.ry Bta.nda.rd reporting forms.
They aJeo set forth record retention re-
quirements. .
(b) Monitoring and r8pOl"ttno f)l'ogram

'P8'f/orma:nC8. (1) Rea1plents are respon-
sible for manaling and monttorinr
ea.ohprojeot, program, subawa.rd, func-
tion or aotlvity supported by the
award. Recipients shaJ.l monitor sub-
awuds to IInJJU1'ellUbreoipients ha.ve
met the a.ucitt requirements u delin-
eated in 584.82(e).
(2) The lI'ederaJ a.warding a.gency

shall prescribe the frequenoy with
whloh the performanoe reports sbaJl be
submitted. Exoept as provided in para-
graph (b)(6) of this seotion. 'perform-
anoe reports Bhallnot be required more
frequently tha.n quarterly or less fre-
quently tha.n a.nnually. AnnuaJ reporte
sha.ll be' due 90 oaJendar da.ysa.fter the
grant yeru-; quarterly or seml-a.nnual
reporte sha.ll be due 80 aays after the
reporting period. The FederaJ a.wa.rding
a.ll'enoymay require a.nnual reports be-
fore the anniversary dates of multiple
yea.r awa.rds in lieu of these require-
mente. The finaJ performance reports
ue due 90 oaJeJidar days after the exp1-
ra.tion or termination of the award.

(3) U inappropriate, a fina.] teobnloal
or performanoe report shall not be re-
quired a.fter oompletlon of the projeot.
(4) When required, performa.noe re-

ports shall ~enerally oonta.1n,for each
award, brief information on'eaoh of the
following: .

24 CFR Subtitle A (4- 1-11 Edition)

(1) A oompa.rison of a.otuaJ 8.00001-
pl1Bhments with the goals a.nd obfeo-
tives esta.bliBhea for the· period, the
findings of the investigator, or both.
Whenever a.pproprla.te and the output
of Pl'ogra.msor projeots oan be rea.dlly
quantified, such quantita.tive da.ta
should be rela.ted to oost data for oom-
puta.tton of unit oosts.
(:ii) ~a.eon8 why esta.blished goaJa

were not met, if a.ppropriate.
(Ii)Reoiplenta shaJI not be requtred to

submit more than the orlgl.naJ and two
oopies of performaaoe reports.
(6) :&eoipients shall immediately no-

tify HUD of developments tha.t have a.
sigDUioant ImPaot on the awru-d-sup-
ported a.ot1vitlea. Also, not1f1oa.tlon
shall be given 1n the oue ot problems,
delays, or adverse oonditions whioh
ma.terlaJly lnipa.1r the a.b1l1tyto meet
the objectivee of the a.wa.rd.This notifi-
cation shall include a sta.tement of the
aotIon taken or contemplated, a.ndany
a.sslsta.noeneeded to resolve the situa-
tion •.
('1) HOD may make site visits, as

needed.
(8)HOD BhaJl comply with oleara.n06

requiremente of 6 Oll'Rpa.rt 1820 whsn
requesting performance data from re-
otplents.

(0) Retention and acee" requirements
lor records. (1) Thie paragraph (c) sete
forth requirements for record r&tentlon
aad a.c08eeto records for a.wards to re-
oipients. lI'ederal aw~ a.genotsa
shall not impo&ea.ny other record re-
tention or aooess requirements upon
reo1pients.
. (2)FlnanolaJ reoords, supporting doo-
umenta, statistioa.l reoords, ana all
other reoorde perJ;inent to a.n a.ward
shall be retained for a period of three
yea.rs frOXD the date of submiesionof
the f1naJ eXllenditure report or, for
awards that are renewed q~ly or
annua.l1y,from the da.te of the submis-
sion of the quarterly or annuaJ finan-
oiaJ report, as authcir1Beaby HOD. The
oIlly exoeptions are the followlnr.
(1)If anY litIga.tion, olalm, or audit 18

startea before the expiration of the 3-
year period, the reoords Bhall be re-
ta.lned until a.ll l1tiga.tion, claims or
a.udit findings invo~v1nr the recorda
)lave been resolved and final a.ot1on
taken.
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, (11) Reoords for real property and
equipment a.oquired with Federal funds
shall be reta.ined for 8 yean after :final
disposition.
(111)Wben recol'dB are t1'8.ns!erred to

or maintained by the Federal awarding'
agency, the S-year retention require-
ment 1s not applicable to the rec1pient.
(8) Oopies of or1g1nal "cor&! may be

substituted for the original 1'8oo1'4s if
authorJzlld by ROD.
(4) BUD ah&ll request transfer of oer-

ta1n reco1'tl.ato ita oustody from rec1pi-
ents ""hen it detennines that the
reoords possess long term retention
value. Howev~. in order to avoid dupl1-'
cate l'8cordkeep1ng, ROD ma.y ma.ke ar-
ranremants for recipients to retain a.ny
records that are oont1.nuously needed
for ,oint use,

(6) HUn, the I.nspeotor Genera.l,
Oomptroller General of the United
States, or any of their duly a.uthor1zed
representa.tives, have the xiKht of time-
ly and unrestrioted aooeas to a.ny
books, dooumen1;s; papers, or other
reoords of recipients that are 1181·tinent
to the a.wards, in order to make audits,
examinations, excerpts, tranaaripts and
copies of BUch documents. Th:I8 right
alBOinoludBB timely and reasonable ao-
oess to a recipient's personnel for thB
purpose of interview and d1BoUSQionre-
la.ted to such doouments. The rights of
&OOeSB in th18 pa.ra.graph (0)(6) are not
l1m1ted to the required retention pe-
riod, but shan last 'as long B.B records
are reta.ined.
(6) Unleas reguil'8d by statute. mID

shllJI not place restriotions on reci:p1.-
ents that limit publio 1.00888 to the
reoorda of reoip1ents that a.re pertinent
to an a.werd, exoept when ROD oa.n
demonstrate that such l'8oordB aha.ll' be
'kept oomidential a.nd would have been
exempted from d1so10sure pursuant to
the ,Freedom of Information Act (5
u.s.a. 652) it the records had belonged
toHUD.

Ii84.86 TermlnatioD and eni'oJ.'cement.
(a.) Tenni1Ultton. (1) Awa.rdB may be

terminated in whole or in pal.'t only if
pa.ragraphs (1.)(1)(1). (1.)(1)(11). or
(a)(1)(111)of this seoUon a.ppJy.

(t) B3' RUD, if a recipient ma.terially
fails to oomply with the termS lI.11c.'l eon-
ditions of an a.Ward.

§84.86

(ii) By HUn with the consent of tlie
reo1pient. in whioh case the two parties
shall ag'1'8e upon the'termination eon-
ditions, including the effeotive date
&l1d. in the OMe of pa.rtia.1 termina.tion,
the portion to beterm1na.ted.
(111)By the reo1pient upon send1ng to

HOD written IlQtiftoa.tion setting forth
the reasons for suoo termination, the
effeotive date. and, in the caee or par-
tial term1na.t10Il, the portion to be ter-
m1na.ted. Howe-ver, if !roD determines
in the case, of pa.rt1a.l, termination that
the reduoed or modifjed portion of the
gra.nt will not accomplish the purposes
for which ths gJ;'ant WIB mads. it may
termtna.te the rrant in its entil'ety
under either pa.ragraphs .(a)(l)(i) or
(1.)(1)(11)of this seotio]).
(2) If ooats are allowed imder an

a.ward. the respoDs1bilities of the re-
cipient referred to in 184.87(&)(1), in-
cludiDg those for property maaapment
as applloable, ~ be considered in the
termina.tion af the award,· and provi-
sion shall be made for oontinuing re-
sp0ns1b1l1tiBB of the l'ec1pient after tar-
miIla.tion, as appropriate.
(8) If OOllta are alloWed. the oost prin-

01ples:iD. iB4.ll'7 a.pply, even though the
award was made on a lump-sum basis.
Alternatively, a termination settle-
ment ma.y be rea.ched by prorl!otlng the
gra.nt amount aga.1nst the percentage
of complbtien or by some other method
as determined l:!y the Grant OffiCer, aa
long IB the method l1Bed rBBultB in an
equitable settlement to both partiea.

(b) Enioroamsnt-(1) RemedIes for non-
oompZlance. If a recipient materiaJly
fa.1lBto oomply with the terms and eon-
ditions of an awa.rd. whether stated in
a Federal statute, regula.tion. MaUl'-
anoe, a.pplication. or notice of a.ward •.
ROD may. in addition to imposing, any
of the special oonditions outlined in
§84.14, ta.ke ODe or more of the fol-
lOwing' &otiens. as apPJ.'oprla.te in the
olroumsta.noeB.

(1) Temporarily witllhold 0fl.Bh pa.y-
mente pending oorreotion of the defi-
ciency by the reoipient or more severe
enforcement a.otlon by HUn.
(11)Wholly or pa.rl;ly suspend or ter-

mina.te the ourrent awe.rci~
(111)Withhold further a.wards for the

projeot 01'program.
(lv) Ta.ke other remedies tha.t ma.y be

legally avQ.ilable.
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(2) Hearings ana appeals. In takinJ an
enforoement a.otion,HUD shall provide
the recipient a.n opportunity for hea.r-
mg. appeal, or other administrative
prooeeding to whiohthe reoipient Is en-
titled' under any sta.tute or l'8Iula.tion
a.ppl1oa.bleto the a.otioninvolved.
(B) Eff6()tB 'of .urpannen' and tel'liti-

nation. Oosts of a. reoipient reswtinr
!rom obltptionil inourred by the re-
oipient durinr & suspension or atter
termination of an a.warda.renot a.uow-
able unleB8HOD expressly authorises
them in the notice of suspension or ter·
mina.tion or subsequently. other recipi-
ent coste during suspension or after
termination which are neCElllaa.ryand
not r8&8onablYavoida.bleare allowa.ble
if par&grapbe (b)(B)(i)and (b)(3)(1l)of
this section &pply. ,
(1) The costs result from obl1ga.tionB'

w~ch wereproperly inC1UT8dby the re-
oipient before the effective da.te of BllS-
pension or termination. are not in an-
ticipation of it, a.n4in the O&lIeof a ter-
m1na.tion,a.renonoa.noeUa.ble.
(11)The coate would.be aJlowa.ble if

the &wa.rdwere not suspended or ex-
pired norma.Ut a.t the end of the !\md-
ing period in which the termina.tion
tB.keseffect.
(4) ReJatlouhip to clBbarment a.nd BUB-

pen,sion. Tbe enforcement remedies
identified in this aection, including
suspension a.nd termination, do not
llreolude a recipient from being subjeot
to deba.rment a.nd, suapenaion under
HOD's regula.tiona at 2 OFR part M24
(see 184.13).
[69 FR 4'011. Sept. 18, 1M. &8a.mended a.t 'Ill
FR 73492, Dao. 27, 200'1]

§84.8'7 Closeout procedures, .ubse-
quent a~usbJ1entB and continuing
responlitiiHtlu.

(a) Closeout procedures. (1) Recipients
shan eU'bn\it,within 90 oaJendar days
after the da.te of oompletion of the
award. all fina.ncial. performa.nce. and
other reports as requ1i'edby the terms
and oondlt1oneof the Ilowa.rd.HUD may
approve extensions when requested by
the reotpient.
(2) The recipient eM11 &DOoanttor

any real and personeJ. property •.0-
qutf$d with Federal funds or feoeived
from the Federal Government in •.0-
cordanoe with §l84.88(b) through (g).

24 CFR Subtitle A (4-1-11 Edition)

(b) Subsequent oa/1UtmenU and eon-
tlnul7lD reBJ)omlbllitiBB. (1) Tbe oloseout
of a.n a.ward does not atfect any of t.he
following: .
(1) Audit requirements In 584.26.
(ii) Property management require-

ments in "84.88(b) through (g).
(Ui) Reoords retention as required in

184..511.
(2) After closeout of an a.wa.rd,a reJa.-

tioneblp orea.te4 under an •.ward may
be modified or ended in whole or in
part with the oonsent ot :a:uD a.nd the
reoipient. ,provided the responsibil1ties
o£ the reoipient are oOJ1llidereda.nd pro·
Visions made for oontinuing respon-
aibillties ot the reoipient. as appro-
priate. .

APPJllN])IXA TO PART lI4-00NTRAOT
, PROVlSION8

All oontracts. awarcled by a reoipient in-
oludiJlg IIma.U purOW08. Bhall oontMn the
follow1Dg prQViBtODBaa &ppl1ca.ble:
, 1. Sqtl4l BmJIloJImtnt OppOTtlUlftll-AU een-
traots mall oontam •. proviBion requtrmg
OOlllJ)lllUl08wI.tli m.o. U246, "JDqua.l llImploy-
met OpporlilDl1t;y." •• amended by E.O.
11876. "AmencUng Bxeouttve Order 111M8Be-
latin, to lIIqual lDmJllOYJDen~Opportuntt;y."
a.nd as Jupplemuted by rel'111a.tto1l8 at 41om pat't 80, "OMos oC Fedara.) Oontraot
Oompli~oe Pl'OgranlIl. Jilqual 'JIlmployment
OpporliUDlll7. Dopartlment. et Labor. II
2. Oopeland "Antf-KiokbG"" ~ (18 tis.a.'1~t£nd 40 u.s.a. '18D)-.A.11 oontraote a.nd '\lb-

rta.Jlta in IXoea Dr BOOO for ooDetruOtion or
repa.ho awa.rdlld b;V reotpienta and Bubreoipt-
entl Ihall moillde a provlldon lor oompl1anoe
with the aopela.nd ".A.lltl·JQokba.ok" Aot (18
u.s.a. 874). 8.8 ai:app18J1lentllciby Department
oC La.bor I'IlI'Ulat1onB (lI9OJI'Bpa.rt. 8. "Oon·
traotors and Suboontraotors ODPllblto BuUd-
tnll' or Publto Work FJnanoed In Whole or tn
Pa.rt. by LOUlB Dr 07:e.ntl from tbe United
Stat.e,"l,. The A.ot proVldH tba.t ea.oh0011-
tr&otor or BUbreoipillD1ishall be prohibited
from mduolng. by aD1 Jlleaue, any J)81'8on
employed m t.b.eoonBtznotion, oompletion. or
rePAoirot publio work, to rive u.p &1ly part DC
the oOJDPBDBatlon to whIoh he is otherwlee
entttled. Th~ reoiplent Shall 1'Clport a.n IUS-
peoted Dr reported violattons to:mm. '
3. D~vif.BaODri Act. lIB CUIIflIdad (40 U.S.a..

a1Ba w a-1J-When nquind by Federa.l pro-
gram lePB1&tion, all o01llltruOt.toDoontr&ots
a.warded by the reo1p1entl a.nd IIUbreolpiente
oC more than 52000 Ib ••ll Include a.' ]H'ovllJton
for oomplianoe with the D•.vt ••.Baoon Aot (to
u.s.a. 8'78a to 1.-7) t.Dd •.• INpplemented by
Depa.rtment or Labor ngnlat1QnB (:&9 on
part 6, ''L •.bor St&nd&rda :ProVilionB Applto •.•
ble to Oont.raota (iove1'Jltng FedertJ,ly·FI-
Duoad &lid AISt8t1d POnltruotion"). Under
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Oltlce or 'he Secretary, HUD

'lila Aot. oontl"a.otors Bhall be l'llIIutred to pa,y
wages to Iaborel'll anll J118Dhl\l1loaa.t a rate
not leBB tbau the minimum wares BpeoiCled
in a waa'e determination mAde by tbe Seo-
ret&r3', or Labor. In addition, contraotor.
&bali be l'aqUtred to pa7 W&l'es not Ie •• tbAn
OD09a.wBek; The reo1p1ent Bha.Upla.oe a. oOPY
Dftbe OU1'1'llDtlU·eva.1ltngwage determina.tion
iBBUe/Iby tbe Depa,rtment; Dr LabOr in eaob
Bollo1t&tion and tbll a.W&l'doCII oontra.ot.haJJ
be oODditioned 1I1lO1I tbe a.ooepta.Doe DC the
ware dBtermina.tion. The reoiPient lIhall re-
port &11 Buapeoted or reported '¥:Iola.tlons to
BUD.

4. Ctmtl"ao', WGTk Hour. and 8U/dJI SUmdardl
Act (40 tis». 327 through 33.!)-Whero a.pp11-
oa.ble,' &11 oontra.ote a.warded by reo1plentll iD
aoess DC UOOO for o01l8truotfoD Dontraote and
In aoea8 or 12600 tor otber oontra.ote that in·
'101'18 the emplD3'DIant DC meDhanloa 01' labDr·
ers Iha.ll inolude ,a )I1'ov1810nCor oDmllltanoe
wltb SeotiODB lll2 gd 107 or tbe CODtraot
Work Houra and Safety StudardB Act (40
U.S.O. 82'7-888). as B~emeDted hyDeP&l't.-
ment of Labol' repla.tiona (:Ill C1I'R pari; Ii).
Under SeetloD J02 of the Act, eaDh een-
traotor sha.l1 be required to oompulie 1lbe
W&l'llS or evlIl'3' JIIeoha.nJo gd la.borer ODthe
b&B1eDC a itllDda.rlJ workweek of 40 hours.
Work in ex088Bof tbe Bta.ndard workweek 111
pBrm1BB1bleP1'OV1dedlih&t the worker Ie oom-
Panea.ted at a rate of DOt Il11lllthan 1* times
the ba.lI1oralie oCpa.y £or a.ll hours .work&d in
exoeil8 of to hol1l'8 in the workweek. SeotiOD
10'/ of the Aot Ie ~pl1oable to· ooDBtruotloD
work a;nd provides that no la.borel' or me-
obanl0 ahaJl be required to work In 8U1'-
1'Oundtnrs or undel' working oondltlons
whloh are unaa.nltal7, haIaJ.odOUBor dan·
gerou8. TheBe requirements do not •.pply to
the purDhaaea oC Inpp118l1or mater1a.la 01' ar-
tiol •• ordlDar117 •.vall able Qn the open mar-
ket. 01'contraots for traDB]I01'~a.t1onOJ'trans-
mleslon 01 intell1renoe.
. 6. lUghu tb ill_CUlm Made Under a COll-
troD, or A,greem8llt-Oontraotll or aCl'Oemente
Cor the ]Jerforma.noe of experimental, devel,·
ollmllntal. or l'8aearoh work &ball provide tor
the rtlrhts or the 1I'edel'&}Govlll'D11lent and
the reolplent in an)," l'8IIIlting invention 1n
aooorda.n08 with 87 OFB »&1't 401, ,"Rights to
InveutloD6 Made by NOl1)lrotlt OI'g&D1l&tiona
Iq1d Small Bue1neB. 1I'1rme Under, Govel'n·
met Gl·a.nlll, Conwaota and Oooperative
Agl.'eements," and aDY implementing regnla--
tioDa 1881\edbymm.

8. OleAn Air .Act (42 U.S.C. '401 lit .ftl/.) and
th, Psderlll Water Pollution OonCrol Act (33
U,S.C. 1151 lit '/Ul.), '" mnmded-oontl'aote
anll el1bgra.ntB of amolmtB 1il exoess or
1100,000 aha-n oonte.in a- provlalon that re-
qail'e8 the reoiplent to •.•.1'88 to oomply with
&11 a.pplioeble 8tan4a.rda, 01'481'S l>i: 1'8gula-
tlOD8 111lJne/lpurallNlt to the Cleau Ail' Act
(42 U.S.O. ,too et "1/.) and U\e Fed81'1\l Watsl'
Pollution OODtl'o}.Aot lIS &meJlded (83 U.S.O.
12Iil et "1/.). ViolatioDs shall be l'1lported to

Pt. 85

BOO &nd tbe ResloDal OWoe or the lDnviron·
mental Protllotion Alrenoy (JIlPA).

,. BlIrd Antl·Lob/lfllng Ammdment (31 U.S.C.
1352)--Oontraotora who APPly or bid for a.n
awa.r11 DC8100.000 Dr more shall IDe ttle re-
ql11red aertiQaation. DaDh tier oertifies to
the tim' above tbat It will Dot &nd baa DOt
used Federa.l appropria.ted fUDds to lllI¥ any
lIBmoD 01' ll1'Iranlsa.t1ODfor lnflUtlDoiDg or a.t-
tempttn, tl! InOUIID09&1lOttlaer or employee
or any lllreDD7,a member of Collrr_. offioer
01' employes or CODl1'8BB,or a.n employee DCa
rnemb81' oC Congraas ID oOD:lleotlon with ob·
taininlr any 1I'edera.l oontrao~ ,ra.nt or any
other award oovered liJ' 81 U.S.O, 1862.1Ilaah
tier shall alao dllllloee a.n;r 10bb3'1n&' with
Don·Federal fUndi tha.t takea place in oon-
neotion with obtalDl1l8' any FederaJ aw&l'd.
Suoh dleolollll1'8lI'a,re forwa.rded from tier to
Iller \1llto the reolpleDt.
[69 FR 4'1011, Sept. 18, IllPt; •.• l\meDded at '2
FIt 78§l18, Deo. :n, 1100'1)
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PART 85-ADMINISTRATIVE RE-
QUIREMENTS FOR GRANTS AND
COOPERAnVE AGREEMENTS TO
STATE, LOCAL AND FEDERALLY
RECOGNIZED INDIAN TRIBAL
GOVERNMENTS

Subpar! A-Generat

~
I

I

Seo.
86.1 PI1l'JlOIllland BOOpeor this Part.
86J1 Soope of Bubpa.rt
86.8 Definitions.
86.4 .AWlloa.b1llty.
86Ji ]JJffeot on other IBBnan09s. ,
86.6 AdditiODB a1id exoeptloDS.

Subpart B-P.e·Award Requlrement$
86.10 Forms for applFfng ror gra.nts.
86.11 Bte-te plans.
86.12 Speo~a.l Brant 01' eubgra.nt oondltions

for'''blgh-rlak'' rra.ntees.

Subpart C~Pos'~Award Requirements
Ji'DlAlfow, AIlMImS'mA.TJON

86.20 Btand&l'dB lol' finanoia.1 JnanagemBDt
8Y8tems.

86.Zl PaymllDt.
86.all Allowable ooata.
86.23 Period DC a.va.l1ab1lllly01 runde.
86.U MatDhing Ol'00811 sha.r1Dg.
8G.llli Pl'Ogram Income.
B6.S6 Non·Fedel'll,] aud! t.

OHANGDS. :»ROPmRTY, AND BUllAWAlIDS. ,
85.80 ChI.ll8'BB.
86.81 Real )I1'o]lB1'ty.
85.82 ]DqlilPJnellt.
'86.89 Supplies.
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PI. 230

8. Indireot DDat allooatlona not. uablg l'&taa.
In oertain I1taationl, a BOvarnm8lltaJ IUl1t.
beoauBe ot the nat~ or ita aw •.rdB, mq be
rBquirei2 t.o davelop a COlt allocation plan
that distributes Indireot (and. in aome 08881.
dll'8ot) ooata to tho Bp801flc f1mdtng 80\11'081.
In theae _B. a na.rratlve OOlt allooation
mothoi2o)on 11Ioul4 be developed. doou-
mented. maintained tor audit. or submitted,
ae appropriate, to the oognilant ABanoy lor
review. neroSl.aSl.oIl, 'a.nd a.]i]lroval,
t. .A»peals. It a disputlarlBaI bi a.Jl8J"oti•...

tlon of NI iDd1r.ot DOlt rat.e (or other ra.te)
blltween the oop1za.ut a.pJl0J' &114 ~ ,ov-
ernmlIltaJ lm1t. the djapute 1Ih&11be reao)ved
in aooordanoa mth the appeals proo.i2urea of
the oognillloDt arenoy ..
6. Oolleotlon of unallowable ooats and erro-

neoua payments. OoataIPall11toaJlyldllnt1fie4
aa unallowable &Dd ohal.1ri4 to Federal
&wa.rdlS eUher direohl;v or indirectJ;v will be
remndec1 (ll1olnc1uir iDterut nha.rpa.ble in
&Oool'lla.noa with app)1Oi.ble Federal &l"enoy
reB"Ula.tlona).
6. OMB aal1atanoe. To the extent tbat prob-

lems &I'llenoonnter.d among the. Federal
I &8"llD.oleB anl'llOl' JrevllJ'lllllental units bI oon-
neotlon with the neroSl.atlon 8ZI4 a.pprbval
prOOBBB,oMil w1ll lend aaBlatanoe. as 1'Il-
Quired. to ruolve BUch problems in a tlmlily
m&:llDar.

PARTS226 ••229 (RESERVED]

PART 230-COST PRINCIPLES FOR
NON-PROFIT ORGANIZATIONS
(OMB CIRCULAR A-122) .

Beo.
!llO.6 PLU'JlOI8.
1I80.10 Soope.
1I80.lfi PoliO)' •.
1I80.20 A»Plloabl11ty.
1I80.1I6 Def1nltloDi
1I80.80 OMBIU}lonBlb111t1B11.
~.I\li FedaraJ &gIDOY r8BJlOJiBIoUltiaa.
290.40 lIIUIlOUvedate ot ob&JIgtlll.
290.46 Rel&tiOJlBhip to previo1lll iIlsuano8.
230.60 Inform&tion Conta.ot .:
APPJINDIX A 'J'O P JJJ:f aao-GlllN1lRAl.t PmN·

OIPUlIS •
APPJIINDlX B '1'0 P AlloT lIBO-SJm.,BOTJDD ITBMS OF

00S'!'
APPlINDIX 0 ':l'O PART ~NON-PROJI'1'l' OMA-

NJZATlONS NOT .BlIBJBO'1' T9 'l'mB PART

AUTBOmn: 81 U.S,Q. 60S; 81 V'.S..O. 1111; n
U.S.O. 4Dli;Beorpnmatloli Plan No.2 of 19'10:
JD.O. 11iU, 86l1'B 10'l3~. 8 on. 1866-l1l'10. p, 939
SOURalll: '0 Flt 61927, AIli". 81. 2005. un18es

otherwise noted.

2 CFRCh. II (l-l..Q9 Edition)
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I

I
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I
I

USO.& Purpose.
Thia part establishes' prinoiples fOl'

dlltermining oosts of grants, oonnots
and other arreements With non-profit
organiU.tioIlS. .

§280.10 Soope.
(a) 'rbis. PIl.1'lldoes not apply to 001-

leges and univel'llities whioh are oov-
ered by 2 OFR part 220 Oost Prinoiples
for EduoationaJ Inat1tutiOJl8 COMB Oir-
oular A-21)i State, local, and federaJ.].y-
reoognised Indian tribal governments
which are oovered by 2 OFR part 225
Oost Prino1ples for State,' Looal. and
Indian Tribal Governments COMB01r-
Oulllol'A-a'I); or hospitals.
(b) The prinoiples deal with the sub-

jeot of cost determination, and make
no a.ttempt to Identity the 011'-
onmstanoes or diotate the extent of
agency and' non-profit orga.n1zi.tion
pa.rt101pa.tion in the finanoing of a. par-
tloula.r projeot. Provision for profit or
other inorement above cost is outside
the ~oope of this pa.rt.

§BSO.UiPo~oy.
The pi'lnciples .are designed to pro-

vide tha.t the Federal Government bllar
its :fa1r share of oosts exoept whllre re-
strioted or Pl'ohibited by law. The prin-
o1ples do not attempt to Pl'8I!Ql'ibethe
extent of oost shl!ot'iDg or matoh1ng' on
grants,oontra.ots. or other agreements.
However, such oost Ilb.a.rlng or ma.toh-
ing shall not be accomplished through
arbitrary 11mttationa on individUJl,l
cost Illements by Federal &.genoies.

A 2S0,20 Applicability.
(a) Theee prinoiples ehaJ.] be used by

all Federal agencies in determ1ning the
oostll of work performed by non-pl'ofit
orga.n1za.t1ona I1Jlder grants, ooopera-
tive agreements, oost reimbursement
oontracts. and other oontracts in which
costs are used in pricing, administra-
tion, or settlement. All of theBe inBtru-
ments a.re herea.fter referred to as
awardB. The principles do not apply to
awlU'ds under which 8.n orga.n1zltt1oDIs
not required to aooount to the Federal
Govermnent for a.otua.l oosts inourred.
(b) All cost reimbursement sub-

IloWIlol'dB(aubgl'8.Ilte, suboontract/l. etc.)

I
I
t

[

r
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a.re subjeot to those Federa.l oost prin-
oiples a.ppUoa.ble to the pa.rtlol1l&r or-
ra.niIla.t1on oonoerned. .Thus,· it a.
suba.ward is to a. non-profit organiza.-
tion, this pa.rt ahaJl ••pplYi if a.
suba.ward is to a. oommeroia.1 orga.niza.-
tion, the· ooat prinoiples a.pplioa.ble to
oommerota] oonoerns aha.ll a.pplYi if a.
Buba.ward is. to a. oollege or university,
2 on part ll20 aball apply: if •.
suba.wa.rd.la to a. St&1ie,Jooa.1, or feder-
a.1ly-reoognized Indla.n trlba.1govern-
ment, II 0ll'B. part 225 sh",n apply.

(0) Blxclus10n of some non-profit or-
ga.niZa.tiODB.Some non-proCtt orga.n1z11r
tlOIl8, beO&.useof their a1ze a.nd na.ture
of operations, oa.n be oonsidered to be
similar to oommeroial oonoarDB for
purpose of applioa.b1lity of oost priD.-
o1ples. Suoh non-profit orga.niza.tioDs
sha.ll opera.te under Federa.1 ooat pr1n-
o1ples a.pplloa.ble to oommero1a.l con-
cerns. A liating of these orga.niza.tions
is oonta.b1ed in ApP61)dix 0 to this part.
Other organizations :ma.ybe a.4ded from
time to time.

o280.2li Defbdtfona.
(a) Non-proCtt orga.nlzll.tion means

a.ny oorpora.tion, trust, aBBooia.t1on,00-
opsra.tive, or other orga.niza.tion whioh:

(1) Is opera.ted primarily for so1-
ent1C10, eduoa.tiona.1, servioe, ohari-
ta.ble, or similar purposes in the publio
interest:
(2) Is not organized primarily for

prof! t: a.nd
(8) Uses its net proceeds to malnta.in,

improve, a.ndlorexpa.nd its operations.
For this purpose, the term "non-profit
orga.niza.tion" excludes oolleges and
lUliversities: hospitalsi Sta.te, loca.1,.
a.nd federa.11y-reoognilled Ind1a.n triba.1

. gOVernmentsi and those non-profit or-
ganiza.tions which are excluded from
ooverage of this part in a.ooordance
with 1280.20(0). .
())) Prior approval means seouring' the

award1Iig agency's permission in ad-
vanoe to inour oost for those items
that are designated lIB requiring prior
a.pprova.l by the part a.nd its Appen-
dioes. Generally this parmtslion wID be
in writing. Where a.n item of ooat re-
quiring prior aPP.I'oval II speoified in
the budret of an awa.rd.. approva.1 of the
budll'et oonstitutes approval ot that
oost.

5230.50

§280.80 OMB responsibilities.
OMB may gra.nt exoeptions to the re-

quirements ot this part when permis·
sible under existinr law. However. in
the interest of a.ohieviull' maximum
uniformity, excep"ODS w111 be per-
mitted only in highly unusual oil"
oumltanoes.

• 280,86 Federal .gency responsibil·
itles.

The hea.d.of eaoh Federal agenoy that
aWllJ'ds and administers grants and
agreements lubject to this part lIre·
sponsible for requesting approval from
a.ndlor oonsulting with om (as appli-
oable) for dev1a.tiOD8trom the II'wdanoe
in the appendices to this part and per~
forming the applioable functions speoi-
fied In the append10&8to thiS pa.rt.

§280.40 Bffeotive date of chauges.
The provieions of this put are effeO·

tive August 81, llOO6. Implementation
shall be pha,sed in by inoorporating the
provisiOns into new awards made after
the Bta.rt of the orga.nizat1on's next fis-
oaJ year. For existin¥ awards, the new
pr1no1plls may be a.ppl1ed if an organi-
zation a.nd. the oofJlizant Federal agen-
Oy agree. 1lIa.r11erlmplementa.tion, or a
delay in implementation of Indiv1dUJl.)
provblona, 11 a.lso permitted by mutua.l
: a.rreement between an orga.ri1za.tlon
a.nd the oogniBa.nt Federal agenoy.

§280.46 Relat1em.8htp to previous
i&suaaoe.

(a) The ~da.n.ce in this part pre-
viously waa issued &II OMB O1roular A-
122. Appendix A to this part oontaJne
the gu1da.nce that was in Attaobment A
(general prinoiples) to the· OMB cir-
ol1lari Appendix B oontains the guid·
aDoe that was in A.ttaohment B (se·
1eoted items of o08t) to .the OMB oir-
oula.r; a.nd Appendix 0 oonta.1ns the in-
formation tha.t was in Attachment 0
(non-profit organizations not subjeot to
the 0ir0Ula.r) to the OMB oiroula.r.
(b) Historioally, OMB Olrou1.a.r A-122

superseded ooat prinoiples issued by in-
dividual agenoles for non-profit 01'll'a.n1-
zatio.ns. .

§280.60 IaformatJon ooataot,
Further infol'mat1on oonoerning this

part may be obta.1ned by oontaoting th~
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PI. 230, App. 'A

Of:t1oe 01 Federal Fina.noia.l .Ma.uage-
ment, OMB, Washington, DO 20508.
telephone (2m!) 895-8998.

.APPENDIX A To PART 28l1-GllNDAL
PlUNOJPLBS

GII:tQIll.AL PJl.INOIPL1llB

T.A:8L1IlOJ' O~
A. Basio eoniiderationa
1. Oompoll1tion of tote.) oosts
,. Fao~rll a.tniotlDc-&liowabWliy ol00ata
8. Reasollable ooata
4. AIlooable ooate
6, AppUoableore4ite
6. AdvlIDGeunderatandblre
'I. OOllditionaJ llXem.PtiO:D8

B.D~tOo~ ,
O. IndtreClt 0CIate
D. Allooa.t1lD1of ID41reot Ooate &Dd Dater-

m1llation of Indireot Ooat Jl.a.tea
I.GeDeral
a. Simpltfied a.lloo&tlon method
8. Mult1Jl1e a.Uooa.tlon bale method
4. Direot &llOOa.tlollmellbod
6. Speedal1lldiJ'eot oost rates

E. N8BotiatioJl IIDdApprova.l of IDd1reot OOB'
Jl.a.telI

1.De1l.n1t1ODB
2, Negotia.tI.!lll:od a.pproval of l'8otes

GlIllfllIlI.AL PRlNllIPLBS

A.BaIl100onll1d~tion8
1. OomposltloJi DC to1i&1ooata. The total

oost of lIDaward 1e the 81m1of lIbe a.llowa.ble
d~t and allooable indtnot ooata le81 a.ny
&JI)llioable ored1ta. ,
2. Faoton; &ireotilDg a.llowa.bilib7 ot ooate.

Te be a.llowable under &1l.aWard. ooatll mUllt
meet the following gonera.l orttllria:
a. Be rll&lJOJl&blaCor tlie JIlIrformanoe of the

award and lle allooabls thereto under these
prinoiplel. '
b. Oonfol'Jll to IIDY limitations or axoll1-

,BlollBBet torlih 111thaee prinoiples 01' in the
a.wal'ClAll to t;nles or amount of 008t iteml.
0, lie oonel.teDt with poltedes &1l.dprCloe-

duraa tha.t 8.Pllly uniformly to both CedemJly-
finllDOed IIoIIdother activities oUhe Orga.nlza.-
tiOll. ,
d. Be aOD01'11edoonsistent treatment.
e. Be 4etermiDed in aooordanoe with ren-

erally aooepted acoountlDr prinoiples
(GAAPl.
r. Not be 1Doluded &8a. OOBt01'used to,meet

oost eba.riD&' or matoblq, requirement. of
lIoIIyother feder&lly-f1n&lloell ]Il·OJZ&1l.1tn et·
ther the OlU'1'IDtora prior period.
II. :8, adequately dooumeJlted. "
8. RelisOII&bleOOBte.Aoostie re&8ona.ble tr,

In its na.ture or amount, 1t /loes :not exoil8d
tl\a.t wbloh 'Would be inourred by a prqdent
perSOD untlel' tbe edroumstauoes Pl'8Va.n1nr at
the time tlle deolsion was ma.de to lnow' the

AITACHMEN'T' .••••J.~ •••• ~••••
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008t.. The qUestiOll of lobe reaBonableDeBB of
specifio oosts muet be 80J'uttniud wlllh pa.1'-
tlouJa.r oars 111oonneotion With orpmma.tlonB
or sepaioa.te dlvlatons thereof which reoelve
the prepondaranos er their 8l!PPDI't 1mm
awlIo1'Mma.de by Fed.raJ a.renoiee. In deter-
m111ing the r8&Bona.bilD8IlllDC & given oost,
00D81d~tiOll Bhall be riven too:
a. Whathm' tbe ooat ill oC a toYPegenerally

reooBJlieed &8ord1Da.ry &lid neOBBB&1'Y101' tbe
OperatiOll of the Drgllo1lill&tionor tlJe llerform-
a.nOIlof tbe a.warO.
b. The J'BBtraiDtBor requirementll imposed

by suab faotors &8genera.lly •.ooepted sound
bUBillOlBpra.ow'ClBB.arms length barga.i1l1ug,
Federal atJd Sta.te law. a.nel regulation.. a.nel
terms lioneloondili1ons or the aWard.
o. Whether'the individuals oOlloorllaci a.oted

With prudenCIB:In the otro1UllBt&11oes,oonIl1d-
.ring tlJelr l'tIII]loDBibllltlea to ~e o~
tlo.. Its membllJ'll, employeea, &lid olients.
the publlo at la.1'll'e,a.nd Iibe 'Federal Govern-
mont.
d. SlgDlfiOllo1ltdevia.tiDIlB from tha esta.b-

lillhed pra.otioes DC the orgaDill&tion whloh
may lUljuet1fl&bll' in0!'8&8e the award oostl.
4. Allooabl. ooetll. •.• A ooat iJ &lloaable to

a ;partioular ooat objeotive. suob &8a put-.
oontraot. ])1'O~eot.servioe, or ollher &Otivlty;
in aooordatJ08 with the relative benefits re-
oeived. A ooat 1e a.llooa~e to a. J'ederal award
if 1t ill trea.ted obDeiJtently Witll other' ooats
inoUr1'ed rol' '\be BIIoUIepurpose in 11ke 011'-
oumsta.noes and If 1t:
(1) Is InOUr1'sdspeo1f1oa.lly Cor the a.w8.1'4. '
(II) Bene1'lts both the a.war4 &lid other work

and oa.n be dlBtr1buted m 1'tI&80na.blepropor-
tion to the benefits re081ved, or
(8) Ie lleoe.uary to the ovar&Jl 01l~1!Ion or

t11e ol'gall1n.t1on. althOqb a dir.ot reJa.tion-
Bh1Jlto &IIY)l&1'tloulat' oo.t ob3eotive O&IInot
be BbOWll.
b. Any oost •.Uoof.ble to a partloul&.)' award

Dr other ooat objeotiva under th ••• prtnoiples
ma.y not. be .h1lted to other Federal Bowarde
to overoome 1aDd1Dg'de1l.edenoles, 01' to a.vold
l'astrlo'lonB impoBed by la.w 01' by tbe terms
of tile award,
6; Applioa.ble ered1te. a.. '!'he term applioa.-

ble orsdltlll'efe1's to tlloee reosipte, or reduo-
tion or expenditures Wblol1 opera.te to omeli
01' reduoe eXp8llle Items tha.t 8.1'eallooa.ble to
a.wal'M 118 dlreot Dr indll-.ot OOlts. TypioaJ
IIXlmlplea or 8uob traDsaotiOlls are:PlU'Oh&8s
diaoounu. reba.tes or &llowatJoea, reociveries
.er indemnities all )08888. inBU1'&I1oerllflmd8.
and adJ\1BtmentB rir overJlll.7JIlenta 01' erro-
neous 011Il0l'1'88.To libe extont that suob ored-
ita a.corlliq 01' reCIBlve(l by the ol'foiaa.tlon
rela.te to a.1low•.ble oost. the)' sbal.) be OJ'ed-
ite(l to the Fedel'a.] GoverJlJllent eltber &8 a.
OOlt reduotion or cash l'iifl1Dd, as appro·
Priate. .. .
b. In seme 1IIst.&noes. the amounts.' reoelved

'!rom the Federal Govlll'Dment to f1na.noe 01'"
I'Ilo1lIaa.tiona.l&atlvitl88 01' Bel'vios OPel'a,tions
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8boilid be treLted a.e Lpplloable OI'edlta. 8pe-
o1l1oally, the oonoept of netting II10h _dlt
Items ap.1D8~ reJLted expenditures moUld be
applied by the orp.n1latlon· in determln1Dr
the re.1les 01' Lmoanta ~ be charred ~ Ji'ed·
eral awards for Blmoes rendered wbenevBJ'
tJl8 fa.o1l1tle. or 01lhst resouroe. u.,4 la pro-
vldfDa' 8uoh IDrvlollll have been tlJlr.noed dl-
1'!lOt.ly,In whole or in part, by lI'ederallUnd.;
e, 11'01' 1'1I.JIlB oover1Dc'Pl'OlP'Mll Inoome (I.e"

,rop Inoome er.l'Dad lram federa.1IYoBllP-
ported aotlvltlBB) ••• 111&.24. of ~ Ol1'1I.JII.1't
215 Uniform Adminlllm..Uve Requirement.
for Grante and A.rraement. with IDBl;ltutiona
of mtrh.r lDdaoa.tlon, B'oep1l;a.1a,a.nd Other
Non·Prol'lt Orp.n1la.tlons (OMB OlraUlar A-
110). .

B. Advanoe llnder.ta.tldlnB'B, UDder any
glveD award, the re_ablenes. &ad
a.!looa.b1l1t)rof oarte.1D t1iema of 00lt. may ba
dlflloUlt to detennlDe. This 18 partioUlarly
true in oonneotion with orr&alB&tlOII8 that
reoe1ve a PrBPllnd.rUloe of their BUPJl(Il't
from PederaJ apnolu. In order to avoid Bub·
sequent d1ea.Jlowanoe or dispute ba.8ed on
unreaeonablenees or DonaUooab1l1ty, It 18
otten deBIrable to IIlIIIk a written arreement
with the ooptaant or aw&rcnn. lIoII'enoyin ad·
vanoe of the inllurrenOll of epeo1a.l or unullWtol
00llts. 'I'he ablenoe of a.n adVlIoJIOlIa.rreement
on lIoJIyelement of DOlt will not, tu I_if, af-
feot the realOnfoblenlllB or a.1looabtJlty of
that element.
7. Oondttlonal exemptions. a. OMB aut.hor-
19. oonditlona.! uemption from OD admln·
Ist.ratlve reqa1reineDta &ad OOIt prinOlples
for oel'lle.1D Jl'edera.! prarrama with 1Ilia.tn.
torlly-a.u.thorlll8d ooDsoltdated pla.llnillf and
oonBolldated &dmlnllltrat1vs fnDdiDlI', that
a.re ideDt1t1ed by a Federal apnoy ADd ap-
proved by the bead ot the :Bxaoutlve depart.-
ment or establ18hmBllt. A Federal &ll'lIIoy
Gall oonlwt wlt.h OMB dl1l'in1' 1te oolllld81'-
atlon of Whether to graDt mah all exemption.
b. '1'0 promote emolenoy In State and 10oa.J

prOll'l'IoIDadmin1sbra.tloll, when Federal non·
entitlement. program. With oommon pur-
po•• a have 1Ill801ll0 lta.tatol'lly-authorill8d
oonsolldated planniDr and ooJlloUdated ad.
mimstra.tlve flUldinC lIoJIdwheremoBt ot the
8tate &fenoy's 1'8IOUl'oeBoome trom non-
FederaJ. BOUl'Oll8, Federal arenoi •• may ex-
empt lib•• e oovered Btate·a.dm1J11Btal'ell..non-
enliitlemen.t Brant proBrame from oertain
OMB IlTBDtemen&8'ement reqlUremente. The
exemptloDl woUld be trom a.!1 but the
a,l1ooabtJlty of 001'" pravlIIlons 01 AppendlZ
A. lubeeotlon O.e. of 11 O1I'B part S2/j (OMB
OlroUlu A-8'1); AppIndlx A, Seoliion 0.'. of 2
Ol1'R ]larli 920 (OM9 Olroular A-81); 81Dt10J!
A.4. of th1e appendtz; and from aU of libe ad·
m1D1ltrative requirementl Prov1110D8 of 2an part 216 COMBO1roular A-ll0) and libe
&8'8no1•• ' crute _ ••••m.nt _.OJ! J,'Ul••
. e, When a. Federal &ren.oY praVidu t.hle
nexlb1l1ty, as & :t>rerequlelt.e to & etat.e'. ex·
eroiling this opliion, &.State mast a.dopt Its
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own wrJ tten flaoal and adJnlnJ8traU ve re-
qulJ'emeuta tor upending and a.ooolUltlng Cor
all funds, whloh are oone1Btent with the pro.
vle10ns of :l OJI'R ]I&l't lI26 (OMB OIroula.r A-
8", and ext.end BUah pOltolu to all sabreotJlI·
ente. The.e flaoa.l and admlullltr&liive reo
qll.IJ'em8llte must be IlI.Molently speoifio to
IIIUlUfet.hat: l1'1U1!laare UIBel In oomplianoe
With all appl10Lble 'edoral lta.tu~ry and
rernla.tor;v provilion., ooeta are rea.eon&ble
&nil ueoe8.a.\'3' tor operailng theBe prol1'a.ma.
aad funde are not to be aeed I'Dr general ex-
penaes requlreil ho olll'ry out other reBJloD'
8lb1llt1IlBot a. e~ate or Its Bubreotple»t8.

B. Dinot Ooata
1. Direot ooats are thole t.ha.t oa.a be lden tl·

lied epeoitloally with a partloular IlnaJ ODlt
objeotlve. I.e.; a. partloular award, projeot,
•• rvloe, or other dtreot a.otlvlty of an orp.nl·
8&1;lon.However, a ooab may Dot be ue1gned
to an award as a dlreot 008t If any other 008t
Inourred Cor lihe lame ]ID1']IOIIB,In ·like olr-
oumeta.noe, ha.e. been •.l100ated to &.na.wa.rd
••• an indlreot ooat. Coets Identified speol11-
o&l1y with awards lIle d1reot ooBts of the
awarde a.nd are to be Jl!IlItrne4direotly libere-
to. Coata Identified 1I)III00fioa.JIYwith other
rtnal ooet objeotlvu Of the 01'l'a.ni8&tion IU'B
dlr,ot OOIt. of thoee oOlt obJeoliivu a.nd a.re
Dot to be &lBlgned to other awards dlJ'eotly
or indireotlsr.
2. A.ny dlreot 008t 01 a minor amolU1t may

b. treated a.a a.n Indlreot OOlt for Huonl ot
praoliioa.Jlty Where thellOOolUltlD8' trllal;ment
for such 008t 111 oonslstently applied to· &Il
!lua.! ooat ob,eotiVes.
3. The oOBt ot oerta.11la.otlvltlu are not al·

lowable •• oha.rcel .tD Federal award. (Bee,
tor example, fnndra.llllll 00* in ~ra:ph
17 ot Appendix :B to thll ]I&1't).HowBver, even
thourh th088 OOlte are ana.1ll1wable for pur-
]I081l1l of oompat1nr oh-.rr8. to Federal
awards. they nonethal_ muet be treated a.e
direot OOlte for Pll1']lOlBlof detsnntDing Ind!·
reot OOIJtratel &1Idbe a]Jooated their .hare
of the orraniB&tloll'a indlreot oolte it they
l'epr88llJ1t a.ot1vltlea whloh InolndB the B&1•.•.
rl88 01 perBonnel, oooupy B]i&Oe, a.nd benefit
from the organtllatiOD'aind1reot ooeta.
4. The oom of aoWvlt1e8 performed pri-

marilY ••• & eerviol to membll'l, ol1BDtB, or
t.he reneral publlo when e1rntf1oa.at and. nee-
euary to the orran1B&tloli.'s mtUlon mast be
treated a.e dlreat OOlta whether or not allow·
able and be allooated a.n eqlUtable aha.re or
indireot ooBte. Some examplea or thBBe types
of IlOtlvltl881nolndB:
a. Ma.tntenaDoo of 1Il0mbllrehip rolls; sub-

lor1ptlollB, ]IUbl1oaliioDB. a.nd related l'lmo-
tiona.
b. Provldl,r lemoo and informatloD to

members, legt8l&tlvll or ~latr ••t1ve bod·
188, or the pabl1o. .
o. Promotion, lobbyllll. and other torme or

publlo rel&tloDe.
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d. MeetiDp &tid OODCU'llJlOesexcept thole
held to aonduat the •.enew &dm1niBtra.Mon
oC the o1'8'lUItu.tion.
e. Malntelumoe, ]lI'OtBOUOll, and Invest-

ment DClI)IlIola.l1I1ndl not _d In oPlll'ation
er the organlu.tJon.
f. AdnuDiBwatiou of ,roup benefits on be·

haJr of meJDben or oIllUts, mo1u4fntr 11C, and
llDBJlltaJ 1nearanoe, llmIuity or ret,1reJDent
plana, tlnanDlal &fd, eta.

0, Indlreot Ooata
1. Ind1reot DOBUare thole th ••t ha.ve be8ll

inoll1'.l'ed for DOmmon or ~omt ob~MveB and
oumot be DIlAUI3' Identified with a. par-
tJqula.r finaJ OOlt ob,eotive, Dfraot oo.t or
lllinor &mounte ma.y be t'te&tlld &II1n4Ireot
008te under $h. oondlt1OD1 deaor1be4 In BUb-
)la.r&rraph B-2 of th1B appendix. After dlreot
OOBteh&ve bien· determined a.DdaasilJle4 dI-
rllctly to awarcla or ot.her work aB &P)l1'0,
;pl'iate, mdtraot 001tB are thOle rema1DlnJ to
be aJlooa.tad to benaflt1n1' ooat ob,eDtlveB. A
COlt ma.y not be ••llooa.ted to an a.ward ••• -.JI
1Dd1rect ooat If any other cost Inourred for
the a&me Plll'JlOle, in 11k, oiroumlt&uoes, 8S
been II.BSIlD8dto aJl a.wat'd ••• a d1reot coBt,
2. ~_\UIe or the diver.. o.ba.raoM11etloa

a.nd aoooutiDg :pra.otJoel of non-profit' orga.
niza.tiODB, It ill not poulble to lIJleoif1 thl!
types of ooat wh10h mlliY be o1ua1f1ed as Ind,!-
rllot COlt In loll IftUa.t10DS. Howevert typioa.l
examples or Indfraot 008t for m&i:lyDClD-prof·
It o~t1ilDl ma,y 1no1ud8 depreola.tion or
ule a.llow&D08Bon buUd1np and equipment,
the ooats .of op8I'&ting and malnta.1n1ng r&-
0111t1eB,&n4pneml adm1Jlilltr&tlon n4,eD'
&raJ eX)l_., enob as the Il&Ia.rJes&Dd ex-
)l81l8e8 DC lIXaoUt1V8offtoe1'8, )llll'lonnel &d-
miDllltratlon, md &ooOUIlMIII'.

. 8. Indlreot OOBt8 .m.JJ be o1usU1.d wltllfn
two broac1 o&termea: "FIlOWMell" and "Ad·
miDiItr&tlon." ••P'•.oflltl •••• la defined u de-
)l1'801&t1on&lid 1188 &110W&D0B8OD bu1Jd1III'I,
equlpm.nt and C&pJt&1Jmprovemen\. inter-
est on 4ebt U80oli-ted with oerta1D buildings,
egulpment and O&pttaJ im)l1'ovements, oC!
operations and m&inttmanoe llXJlllIIBIlG."Ad·
Illim8tration" 18 defined as gen8ra1 e(lm1n18-
tr&tloll anei 181181'alexp8DBes BOob••• the d,!-
rector'S office, aooounMnr, peiaonnel, Ubl'a.l.'3'
eX)l8DBesII.lIll &11 other ty)les of 8lt)l8Ddltures
not HBted Bpao1fioalJ)' under one of the 8ub-
OIlterorle8 Of "ll'aolJ1t1es" (tno1odtnr oroas aJ-
looatioDl 1lDm other )loola, whsre "WUo&-
b1e). 'See 1Ddlreot oost l'",te l'lIporMnl'reql11re-
menta In 8b.bpa.racr&pbs DJl.e &DdD,8;g of
th1a appendb:.

D. AlloOl.tion or Ind1raot OOBts8.1IC!
Iietel'nlln&tlon oC rn.dJreo~ Oollt Ra.tea

1. General. a. Where 1\ non-»l'otlt orranlllll-
tliln b88 only .one ma.jor fuoMon, or where
aJJ Ita JDa.jOI'tonOMOD8benefit from Its Indl-
reot ooats to &PPl'oxlm&tely' the 8&Dl.Bdeme,
the allOC&tioDor Indlreot COlts and the ocm·

AIT ACHMENT .:~ ••: ••••_.
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Ptlt&tiOIl or &DInlUraot ClOBtrate D'la¥ be ao-
OOD'l)ll1abed through almplliled &110oa.tion
prooedl1r8B, &8deBClrlbedtn lIUbJla.r1\V'APh D.2
oC ,thia aPJl8udiX, .
. b. Wbel'8 an 01'8'a.niB&tiOllbu several m&jor
{DIIotions whlOO bene1'1t f1'mn ita indlreot
008U inVN'1'l1!r d8l'rees, &1100&tlo» ot 1ndl-
reot ooats mlliY require the aooumula.tlon ot
8uoli 008ts Into 8opa.rate ooat l'l'Ou,pmga
whloh then Al'Il alloo&ted individually to ben-
enttnr tonotlona b)' means or a b&BewhJoli
beet me&llUl'ea the r.l&tlve deITee oC beDefit,
The lneUreot coats &11ooa.1O.dto .&oh f'u.Dotion
are then dilltrlbuted to IDd1v1dur.j.awat'dl and
other a6MvJtJes Inoluded m that !U1IOtiOIlby
meane or Il.IIlnd1reot oolt rr.te(s).
o. 'I'he del:.erJD1lU1.tionor wb&t OOJl8tttutes

aJl 01'lranl1atlon's ma.jOr funotton8 1'1111 de-
pend on its ptl1'p0Btl ill baln&'; the typea. or
sarvJoe8 it renden to the pubJio, tte ol18llu,
and ita m.mbe1'8; a.nd the amout. oC ettort It
devott18 to IUch aoMvltlt18 as fuIl.llraialn&"
publio 1nfo1'.Dl&Mon&Ddmemberablp activi-
ties.
d. S)leolf1o meliboda tOl' &11oaa.till&"Indlreot

ooeu a.nd computiJlr indll'81)t 008t. rates
alOIl&"with the oondlMone uller whfch eao.b
method abollld 'be used &ta de.orJbed in sub-
PB.J'q1'II.pbaD.ll throDll'h 6 ot thts &JI)len41x.
e. The b&la period tor the allooaMoJl or In·

d.lraot ooats ill the partod In wh10h I!uoh OOBta
, a.re Inourred and aooum11l••tejl for aUooa.t1on
. to work performed in tha.t par10d. 'I'hll bue
)l8r1od DormaUy ab~u)d oo1Dolde with the or-
~t1on'& ff80&1 Y8&r but, In ,&DY event,
Bball be 10 8B1ao~ed••• to avoid inequitl11B tn
the allooa.t1on of the oollta.
2. Slm)ll1t1ed alloo/lotion m.thod. a. Whet'e

a.n organ1za'lon'8 Jl1lI,jor ftlnot;lon8 benefit
. 1roJn 1ta Jnd1rect DOlts to ap:proxlmately thll
Il&me d.I'1'88, tile allOOl.tlon or Ind.lr8Ot oosts
may be aocompl1Bhed by ee)l&r&Wngthll orp.-
Diz&tion'l totaJ ooate Cor the bue p.1'1od u
either. d1.reot 01' Indirect, a.nd d,!vld1ng the
totaJ a1lo_ble indireot oosts (Det of &pp11oa.-
ble Cl'editl) by a.n equitable d1etrlbntlon
bass, The result 01 thill )lrDC8as 11 &Dindlreot
ooet rate whlob fa UBedto distribute indlreot
oosts to Individual &warcla. The rate abonld
b8 eX)ll'e&B1IIl88 tb. peroentag. whlob the
totaJ amout ot &lIowa.bJe fnclh'8at ooats
baal'S to the b&118Bel,ated. '.I'hfIl Dlebbod
should aJso be uIBIl where an organt_tlon
bu only one lIlajor fuIl.otlon enoompuBl1I&" a
number of individual projeots or IlOtlv1t1eB,
and mAY be u.ed where the leVel or Federal
awa.rda to &1l org&Dil&tion i8 rela.tively
Imall.
'b. ~otb the d11'sol:.OOBt8 and the lndlreot

costs shaJl exo1ude oa.pltaJ expenditures aJld
u&1iOW&b18 ooeta.· Bowever, llnallQwable
oosts wbloh re)ll'll8ent aotlvtties mnt be lu-
o1uded In tile direct ooste under tile DODdl·
tiolla aesOl'Jbed ill Bub]l8.1'P.Jm])hB.a or tbJ./l
appendix. '.
0, The distribution bue may be totaJ dI-

1'80t oosts (8XoludJng ca)lIt&J 8X)llluditl1r8ll
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and other dlstortlnll' ItemB. Bl10h aa major
Buboontraots Dr .ub' •.•••ntB). dtreot Bal&rieS
and WIIPB. or other bate which 1'eaultB 1n &II
equItable dlltrlbutlon. The diltrlbutlon baIl8
sh&lI "Derally 8xolude pa.rtlolpa.nt auppo1't
ooste 118 defined In par&llJ'&ph 82 or AppendixB.
d, JlxoePll where & Ipeol&1 r&te(l) la re·

qulred III &OOorde.Doewith lubp&r&&'l'&ph6 ot
this a)l)lflll41z, the 1n4lreot ooet 1'&te d8Vel~
oped under the above p~oipl •• Ie a.pplloable
to all awa.rda at the orllNdlllLtion. It a apeolal
1'&te(.) II req1llred, &pproprlll.te modUlo&t1ODI
Bha.ll be made In order to. dfvelop the 111801&1
ra.te(a). .
e. 11'01' &II orpilla&t1on that reoelvea more

than .10 mlWODin ll'ederal fundlnl' or 41reot.
ooata in &neoal yell.l, •. breakout 01 the ladl·
reot ooBt oompODent into wo. broad O&t-
erorle •• lI'aollltiee and Adminlatrat10D u de-
fin8ll1n 8I1bpararraph 0.8 01 thtB appendix, Ia
required. The ra.te in eaoh O&8e.h&11 be .tat-
ed &8 tbe ]I81'OIDtageWbIoti the a.mOUJIt or
the »a.rtlouJa.r Indlreot ooat o&te8'017 (i.e.,
FaolUti.. or Admlnlatre,t1on) Ie or the dla·
trlbutlOD bas.ldent1f1ed with that O&ter017.
8. Multlple &llooe.'IODbue method.
&. aeneral. Whare MI or8'Nlll&t1OD's Indl·

reot ooata baDlIDt ItII ma;lor f\IJ!otlODI In
va17ln&' d8l1'8'" Indlreot 00tItB sh&ll be &0011.
mul&ted Into .epa.r&te OOIt SToup1nr •• aa de-
eorlbed In .ubpar&fl'&ph D.8.b 01 thle &ppen··
dix. Baoh iroup1n1' .bal1 thllJl be &1looabed
Ind1vtdualll' to benefitinl' flmotlone by
me&l11of &bllll8whloh but meu\U'ea the rei·
&tive benllDte. The default allooa.tion bu ••
by OOIt pool &1'8 d8eoribed In IUbpa,rapa,ph
D.8.0 of thl8 app.endix.
b. Ident;lf1o&tlon or 1nd1reot COBtII. 001'

i1'OUPIIlll Ihall be eat&blllhed 10 u to par-
mit the all00&tlon ot e&oh i1'0ux>1Da'OD the
bula 01 benel1t11provided to the major fluiD-
tIona. JI&oh crouP11l8' iha.11 oonlltltlllk •• pool
of 8XJ)- tha.t are ot 11k. ob&ra.Okr 1n
terme of fuDOtlOD8they benefit &DdIn terJnl
01 the a.lloO&t1onbloBewhlGh beet m •••• 111'81
the re1a.t1V8baDefiti ]lI'ovidd to a&oh failo-
tion. The 8'1'Ouplnp are ol&lielned within the
two broad oa.tororiu: "1I'ao111t1ea" MId '''Ad.
mlDtllt1'a.t1on," u d8801'l.bed III ilub»&rarraPh
0.3 of thIa a.ppendlx. The Ind1rBot 008t paola
are define/! ea 101lOWB:
(1) Depreo1&t1on and ue allowanoea. The

8Xp8ll118Bunder tblIl he&dIDg a.re the portion
or the 001lt8 or the 01'8'llJlis&t1on'II buIldIJII";
oapltal 1mprovementa to la.nd and bu1ld1nI'I,
and equipDient; wliJoh an oomput811 In ae-
OONImDewith P&r&il'&ph11 ot Appendix B to
t;h18 pa.rt ("DaprtlC1atloll a.nd un &1.loW·
&DOU").
(2) Intel'llBt. lntereet on debt u800l&ted

with oertain b1llJdlllll. equipment and O&)l-
Ital1mprovementa are oomJll1ted In aooord·
anoe with JlN'IlI'l'a.ph:ISof Appendix B to this

.. p&rt ("Intereat~·), . .
.. (3) O»era.tlon and main1ieD&JIOe'exp_.
The expenll. UDder thIe headlll&' are thDBe
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th&~ h&Vllbeen Inourred tor the a.dmlnlatra.
tlon, Gpel'&tlon, m&lntellan08, JII'lIIervation.
And )I1'OteotJon or the II1'8'Wl&tlon 'Bphyllio&1
pl&nt. They Inoilld.e IxpBn,.. normally In.
ourrBd tor 8uoh Jteme u: JWtorl&lll.11d utll.
Itl' lervlO8I: repairs and orclln&17 or normal
&lt8ra.tl011801 bnl1d1n••• 1IU'DItw.'8and equip-
ment: 0&1'8011l1'01IDdB; m&lntenanoe and op-
ero.tlon ot bllIJdinp IIId either pla.nt CaoUl.
tlea: leolU'fty: e..ru.qlake &lid diluter pre-
)Ia1'8dlll: IlIIvll'Olllilll\ta.I uletJ'l hal&l'C\OU8
wute cUI))OIIIl.I:pro:perty. ll&bll1'J' and 0 ther
lnaura.noe rel •.~lnr to JlI'DJlert.y:·.P&08 and
o&plta.1 ll&llnl': Ia.oUltl' plll.nn1nl' and man.
al'.mant: &114,0IDtr&1 l'eoelvIDr. The oper·
&t1on a.nd m&lntenuoe 8Xpenaea 0&te8'Or,
mall ••110 Inolade Itl a.1l00&ble ahara or
.MJl8'8b$11.0t OOlJte, dlJ)reo1atlon and U88 ••1·
lowa.n088. and iater8llt ooet.a.
(4) aener&1 &dminlllbt1on &nd rener&1 ex.

pllZll~. (a) The exp&nI88 under thle he&dtn(
&re thoee th.a.t1have been lnourre4 ror libe
overaJ1 rener&1 eUOll.t1ve and a.dm1Jltstr&tive
offloea of t.he orranllation a.ud other ex.
pllZllee of &8'IIZleral nature w'bloh do not re-
la-te .alely to &D7~O1' fUnOt1OD01 the 01'8'&.
nla&t1oli. '!'hie O&te8'OlTBhaJ1 &1eol110lude 1t11
&1JOO&blelIb&re or tr.bI&'ebenetlt OO8te. oper-
"~OD a.nd m&lnteaulle 1XJ)IDee, d'Preoll.tlon
and U88 &1IOWlloll088.II1d IntBreat llllIItI. JDx.
a.mp1ee of thla O&tBlror:vInollld.e benP'aJ. or.
fioee. 8nob &IIthe dlreotor'. offloe, the omoe
01 ftnanOll, bwl1n... ea.rv1088, budiet a.nd
PlanDiJll'. perlonnel. Jf,fety ud r1ek m&ll&B'e-
ment, B'8Dera.l 001lDlle1. JII&n&8'em8%ltInfor·
mation lI7Btsm •• IlIld Ilbl'&t7 _til.
(b) In develoJliD8' uua ooit pool. apeol&!

oa.ril Bhould be exerolead to nlure th&t 008tl
inourred for the Ia.mI parpoee 1n 1111:eolr-
oumltaD08I a.re t:reUed oone1e1len~y u el.
ther dtreot. or 1ndlreot ooata. ]l'or example,
.&1&r1e. ot teolm1o&1 .taft, proJeot 8I1ppll88,
project publio&tion. telephone wll charpe,
oompute,oo_. travel DOlte, ad aJleo1&1taed
aervIoee 001. aha.11.bt tna.ted1l.8 dlreot oo8tl
wherever ldentw&b1e to •. JlU't1oula.r pro.
1'l'&JI1.The 1&1a.r1el &I1d"' ••••• of &dm1nletra-
tive and pooled oleJoloa.lst&ft _auld nor-
m&1ly be treated u indIreot. ooeta. Direot
oharPnll' or thIn oom m~ be II,ppro]ll'1 ••te
where a major project or &Otivlt, oxplIoitly
require. &lid budgets for a.dm1nlatr&tive or
clerloal aarv1l1ll11and other lndIvldaaJa In-
volved 0&Ilbe Identified with the prorra.m or
aotivity. Items suoh u otlloe 11l1lPl1ee,POlt-
&l'e. 100&1 telephone ODIt.a.per1odloa.1e &JId
membll1'Bhlpe ehollld Dorm&lly be tre ••ted &II
Indlreot 008tB.
o. AlloO&lilon buOB. Aota&1oondltlons aball

be t&ken into &OOOUD~In lel80t1n8' the bue
to be ul811 In I.lloo&tJng the '0X]l8na88In e&ch
il'OUp1nr to benefltlnr tanotiODl. The e•• en.
tI&1 oouid_tion Ill. IIleotlna' a met.hod 01'&
bue 18 that it Ie the one but autt,d tor al-
11811111&'the )1001of OOltl to OOI~ob3eot.lvu 111
&ooOrda.noewith benefite derived: & traoeable
oaU88 and eaeGt rel&tlonablP: or logic 8.hd
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feason, wbere neither the Muse nor thll ef-
faot of tha relationahi]l Is determinable.
WhaD &II all0oatiOD 0&11be made by /I.II8Ip.-
m811tof a. ooat arouplng dtr80tly to thl fune- .
ti.0lI belle1ttecl. f,be &llooatiOll Jba.1l be made
III tIIat mllmler. Wball the eX)lllJlllaeIn a. ooat
ll.'Ollping a.re more pneral iD Dl.ture, the al-
10oatiOll ab&ll be mMe throUll'b tile U8e ot a
aelellted bABewhiab prodl1ll8l1reaulta that I.re
equl-'bJa to boflh 1ihe Pederal Government
and tbe orpnlal.tiOJl. The dlatrlbl1tiOD Ihall
be made in aooordano. with tht bues de-
8Orlbe4 bereln unl_ It 0&lJbe demODllwAted
that tbe lUIa of a 41frll1'lX1t bue would' result
in a more equtta.ble allooat1oD Of libl ooata.
or thll.t I. more 1'8a.dlly a.va.lla.ble baBe would
DOt.moraua the oosta ob&1'8'edto allODllore4 .
awards. ThIl rlsu]ta of spaola] ooet studies
(Buob ae im 8DBine8rlDg Iltill ty study) Ihall
DOtbe used flo determine ADdallooa.te libe in-
direct OOlIteto apoDBored awards.

(1) Depreo1ation and U88 alloW&lloaa. Depra-
oll.tion &lid use allowa.noea expenaae Ihall be
allool.tei! in the follOWing mllJ:lDel~
(A) Deprao1ation or use allOWllJlOlll OD

bul1d1Dp 1I8ad exoluB1ve1y In the ooJlduot of
e mgle f\m.otion, 1LD4on oapltal imJll'OVs,
menta a.1IdeQUlpmBllt ueed tD snoh bulidIDca,
. shall be I.8Blped to tha.t fimotton.

(b) 'DepreoiatioD or Ule allcntl.n08ll OD
bulldlDp 1I8ad for more thaD ODe botton.
and on oa.pI.ta1Improvements and equipment
used tD euob bll11dtDp, Ihall be aUQ08.te4 to
the ind1v1dual iunotiODB J18l'formed IDea.ob
bulldIDl" 0lI the ba.eie of ueable 1IQ11&l'8leet of
lQ)AOe, exolu41nlr oommon lIl'8lUI,5110bae ha1J-
WAye,Bta.irwe1le, lIoUdr8ltrooma.
(0) DeJl1'l101ation or Ule allowmoM on

butldIDp, oap1ta.l Improvements aud equip-
I'lIwt re1a.ted lP&oe (••Q.. illdividual l'ooma,
aud la.borator18l1) usad jotntly by mors than
ODelunotion (&8 detarmtDe4 by the 11881'1of
the 8P8.08) lllIall be t1'ea.ted as tollowa. 'l'JlI
oollt of eaob Jointly Ulad unit of 1]Il008 lllIall
be allool.ted to the baDetltinlr flmOtlOllB on
the baata of either the em.ploy •• s 1.114otller
U8Bl'B ODa lull-time eQulvaleDt (JI"l'JII)baal&
or ea.1&l'1BBaud wa.l"eB of thou indiVidual
fuDctions bellefi tiDl' b'om the uIe of tha.t
Ipaoe; or orga.n1.atioD-wlde employea 1I'TlIls
lI1'Sa.la.r186IolIdwageB AppUoa.ble to the ben.-
fitiDI" funotlons of thB orga.ntllotioD.
(d) Depreo1a.tiOll or nIB alloWIolI088on 081"

ta.ln Ol.plta1 Improvements to la.nd, suoh ae
pa.ve4 pllrk1nlr lloI.'8a.a,rW08ll, Bll1ewalka, ed
the 11k.e, not inollldlld in the ooat ot build-
ings, lllIa.ll be allooatetJ to n.ar OI.t8lrorleB on
a ll'TE bBBls jl.nd dlBlir1bl1ted to major funo-
tloDa iD proPOl'tJOD to the .alarl8llllD.d Wlll'8lI
of a.ll employ.es a.pplloable to the f'IlDOtiODB.

(2) .Interest. 111tll1'88t ooats aba.ll be allo-
oa.ted 111tlbli 'Rma m&2lnBr a8 the dBpreoia-
tiOD or 1188 allowa.noH8 on .b)le bulldlDga,
eQul]lJtl8nt aud oapitAI equipments to whiob
the interest 1·8I&te8.
(8) Opara.tian a.nd ma.1ntaDl.11oe 8Jo.1l8D8BS.

OJlllration a.nGmalntanloDoe eXp8DB88shall be
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allDoa.ted 1D the BB.11lemanner ae libe depre-
. oia.tion a.nd UBeallowa.noea.

(t) Gweral admtnIBtratlon and general ex-
pllll88. GBllera.1 admlDlBwation aud g8Deral
llOI8ll8D8 .ba.u be allooatad to benefltlDlr
fmlotion8 bue4 on mo41fie4 toti.1 dtreot
ooata U4TD0). aa dBBonb84 1D lubpa.r&ll'raplt
D.3.C of tbIB a.ppen41x. The eX)JaD15eaInoludll/l
1» lib1l oa.tlrory oould be lrJ'OU)JedfirBt ILO·
oordtDg to major Il1l1Otione ot tIIa 0l'J'&1I11&-
t10n to Whto11 they render aeJi'i08ll or provide
b.enefi ts. The &I1Tegaw axP8D!l8ll of Ilaah
rroUJI lllIiIJJ then be .l1oo&ted to bellef1tlng
fimotil!lIB bllol8don M'J't)C.
d. Ol'ller ot dtetrfbutlon. (1) Indlreo\ OOIl~

oa.ta~or~8lI 00118letinl" DCdepreoia~ioD &2Iduee
allow.noae. Jnterelt, O}lera.tioJl ADdma.tnta-
D&1I08,and puera) admlnIBtratJoD &11d1r8l1'
aral expe118el sbalt be allooatell In that order
to libe rema.tn1ng lndireot DOlt oa.tB~ortll8 &15
well u to the major funotlons Of the 0l'B'a.ni-
lIILtion. Other ooat oa.taa"ori86 000112be allo-
oatad tD the order dllter.m1Dad to be moat •.p.
prop:r1ats by the or~a.n1Ja.tion. When orO.8 1101-
100l.tiOD of ooets 11 made lIlI :prov.tded ill 8ub-
Jla.1'alrr&.PbD.S.d.(B) of th1a a.pp8Ddlx, Wa
order ot allooat1on l\08ll not apply •
(B) Normally, •.• 1ncl1reot ooe!; oa.taa"ory wW

be ooDBider81101018d onoe 1~ baa been allo·
oated 110 other 0ll8t. oDI80tivu. IUld ooats
Bball DOt be subaequently a.llooated to it.
BowevaI', a arose allooatioD of ooata between
two or mo1'8 iD411'801;oosliB oatelrort8ll oould
.be088d If auob allooa.tion w111rssult :In a
more aqulta.ble allooatioJl of OOBta.If a or088
allooation la WlI4, AD appropriate modtfioa.-
tioD to the oOJlUlOBltiODof the Indireot ooat
oatelrOnBI IBrequired. .
e. ,AJlpltoa.tl.OD of indireot oost l'ate Dr

1'&teII. koapt where a epao1al Indlr80t ooat
rata(a) is reqUired. in a.ooOl'dauoa wltb 8ub-
pa.ragra.pb D.B of tb1J appendix, AlII sB)lllol'ate
IrJ'OI1]lIDpof ln41rao~ ooats allooa.tad to ea.ob
maJ Ql' f1motion JIba.l] be arperated lIoUd
trea.ted ae a commOD pool tor tba.t fIlDot1OD.
Tha ooatli In the oommOD pool shall then be
distributed to indiVidual a.Wllo1'dllnoluded 1D
that f\UloliioD 113' uae of A single Indireot DOlt
rata.
r. Distribution bas18. Indireot ooats Jball be

d111tr1bu~ed to applloable 1IP0000red aWIol"da
a.ud otber beDefittna" aotlv1t1u wltb1D eaOb
ma,lol' f\Ulotion ODthe bUla of MTDO. HTDO
oODBIBtIior &ll ealaries a.nd wa.-e ••'1rlnre ben-
aate, ma.tartaJI a.nd eupplles, aervioes. travel.
a.nd aubgra.nta and allbooJltraota up to the .
. ftrat. 126,000 of eaob subl'rllJ1t or anboontra.ot
(ragardle88 of liba perlod oOY8l'ed by the
eubgra.nt or 8uboOlltraOt). Dqnj.pmliDt, oaplt&l
expenditures, o11&rg8lltOl' pa.tient 0lI0l"8. rental
oosta &lld the portlo1\ in' eX081S oraiB.OOO
Bha.11 be Bxcluded fJ.'om MTDO. Partiolpant
support ooats aball g811e:ra.lly be exoluded
fi'Om MTDO. 0"h81' itama ;ma.y onlY be ex-
oluded wllen tbe Jl'ede1'B.l oost oDl"niza.nt

l
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OMB Circulars and GuIdance
ll/lenoy determlnoe that an exolueloll la nee-
e88ary Coavoid Ito aerloUi Inequity In the dle-
trlbatlon of Indlreot OOlte.

11'. :tDdivldua.1 Rate Oomponen.te. An Inell-
rect OOBt1'&te aball be determined tor Baoh
Bepara,te Indlreot OO8t pool developed. The
rate In eaoh oase lIhall be stated as the per-
oenlilllf8 wblob tlle amount or the pa:liloular
Indirect 0081; pool II of the lUetrlblltton baae
tdentlfied with that pool. Jilacb iDdirect OOBt
rat. neBotiation or determination arreBment
Ihall Inolude de'fBlopmllDt or the r.. for
eaoh lndirBot 00811 pool u well as the overAll
Indll'eOt oOBt rate. The lndll'oot 008t PD\llB
1Ih&l1be olaailfled within two broad oat-
llJrOrles: "1I'&ol1Itl•• " ad "Admi1datratlon."
as deBorlbed in aubpal'll/ll'lopb 0.8 er IaltBap·
pendlx. ,
t. Direot allOOBtion method. A. 8o!lle non'

profitorra.D1ll&tion8 fll'lIet all oOlta u dlreot
OOliteBXOeptP1l8ra1 admtntatra.tion &IIdlf8l1-
eral expllD8ea. 'I'h_ orp.ntRtionB pneraJJ.y
Beparate their ooate IJlto three ba810 o•.t-'
erorl •• : alllleral admhliatr •.tion II3ld gllDere.t
expenaeB, flmdrataiDlr, &Delothll1' diraot limo-
liloJIB (tnoludmg projeota parformed ullder
Federal awardl). Joint OON. IUah u depre·
Ol&tioD, 1'8JItal oosta, operation and m&!nte·
nanoe of fa.o1l1tl•• , telephone ezpenaeB, &Dd
the like &1'8prorated indiVidually u dlreot
ooeta to ea.oh o&tell'ory •.nd to e&ah AWardor
other &otlvtty ue1nr a baae malt appropr1&te
bo the partioular ,ooat bumr prora.tecL
b. This method Is aOOllplia.ble,provided eaob

Joint oOBt IBpro1'loted \UlIDira bue WhiCh&0-
ourAtely mIU\1l'8B the benefita provided to
each award or otber &otiVity. The baaee mUit
,be ulia.bll.llhed In aooordanoo wi~ rellBOn&ble
orlterla., and be I1lPPDrted " ourrent date..
Tl1iBmethod II OOIllpe.t1blewith the Sud·
a:dB of AooolUltlnr &DdJ'11Iuo1a.l B.eport1Dr
for Voluntary Health anel Welfare Orpnisa-
bionB Ilsl:I.ed j011ltly by ~e National Healllli
OOlUloil, InD., tbe N••tlOD&1AlIIIlIIIlblyDC Vol-
unllary Healbh II3ld Soolal Welta.re Or,aniza·
tlon., aJld the Un1ted Way 01Ameno •••
o. UncleI' this metbod, iDdireot ooata DOD-

BiBt exoJull,;ely DC 8'8Derat adJDIDiBtratiOD
anel reneral lXP_a, In • .11other rellleota,
tile orrantutlon'8 Indlraot oolt rata. shall
be oomputed In the aame manner u that de·
B01'lbed111subllaraeraJ)h D.2 oCthle appendix.
6. BJ)80lal lndmot oost rates. bI IDme In·

BtanoeS, &Binrle Indlreot. 00811rate for all ac-
tivities of an orpDization or tor eaoh m"'or
funotlon of the orra.n1ll&lIloJImay Delt bB ap-
proprlate, BinOe it would not take into a.o-
oount thoBe dtrr_t factor. whlah JllaY lub-
atanti&lly affaot tbe lndlreot Ooet;lI"llPlioable
to a partloula.r llI,ment ot work. 1I'or thtll
purpose, a pa.rl;loula.r eerment of work may
be that performed under a. alnrle ••ward or tt
may oonB1et or work under a croup of awarda
pertormed in a oommon environment. Theee
faotol'li may inolude the pbYllaal IoDation of
the WOl'k, tbe level oC'admlnlltra.tlve BuPPOrt
required, the nature oC the fac111llle8or other
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ralouroe. emp)o:red, the eoIentillo dl80lpllnea
or teohDio •.l Ik1118 Involved, the ol1l"&DllI&-
tlonal arranrOJDllJltB ue.d, or &Ill' oomblna.-
tlon tbereof. When a. pa:tioul •.r IIQllIellt or
work I' p8rlormed in an envlronment. whlob
appear. to ,enerate a.B1p11l08lltl, lUreerent
level or Indireot OOBte,prOVil1oDBBhould be
made ror •. 18Pa.r••te IDdlreot OOlt pool appll·
CAble to .uob work. The I8pe.rAte Indireot
ooat pool Ihould ba deVeloped durln8' ~he
001U'1lIor foberelrnlar &llociat;ion pro_, and
the ellpara.lle lDdiraol _t rate l'BIIultlng
tberefrom ,honld b8 1I8ed, provided It 11 de-
termined th•." the ralle d1fl'ers alplOO&lltly
from that "hlah woUld have heen obttJned
under lubpar&lrraphe D.ll, 8. Q.d t 01 thl. ap-
pendix, and the volume or work bo whiob the
rate would "Pply 1Bmaterial.

E. Negotiation &DdApproval or Indlreot Oost
Rate.

1. Definil;ioJIB. All need in WI laotlon. the
followtng terms ba.ve the meanin8'8 I.t Corth
below;
a. OO8'lliBant &lr8l1l1Y m8&D8 the FaderaJ

agenoy reepoJlBible fOr negol;ia.tlng and a.p-
pro111nr indireot OOBtr&tea Cor a Don-profit
orr&ll1lal;ion on behalf or all Pedera.l •••.•n-
oi•••
b. PredetennlDlld rate me&DBAD Indlreot

ooat rate, applSoable to a epeomed olUTent or
futUl'e periOd, uaua1ly the Orp.ntsabiOD's fiB-
oal ,ea:. The raw 11 based on an eatlmate DC
the oolite to be mOlU'l'Bdduring tile periOd. A
predetermined ra.te 18not IlQbjeot to adju8t-
ment.
o. Fixed rate mllA1l1an IDdlreot ooat ra.t.e

which haa the aame oha.ra.oterlltloa e.a a. pre-
d8llermlned r ••te, exoept that; the dlffereDce
betw811Il tbe eetlmate4 001'. Uld the aotual
ooata or the period OO'ftred by tbe 1'&te18oar-
rled forward u an adjutmeDt to the rat.e
oompDte.t1on 01 •• IlQbuquent period.
d. Final l'ate m8&llll AD inlUreot OO8t rate

"]Jplloa.ble to •.• peotfl,ed pe.at period whloh IB
baaed OIl the aotl1a1 OO8ta or t.be period. A
final rate i. not lub3aot to adjuatmeJIt.
e. ProviBional l'•.t, or b1llinr rate mea.DB•

temJior&17 indlreot OOIt rate "]Jpl1o&ble to a
epB01f18dperiod whlah Is uad Cor fundlD" In-
ter1m reiJnbl1l'88lllent, &Delreportlnr indireot
costa on awarda peDd1n1l'the eatabllllhmeDt of
•. final re.te for the period;
f. bldlnot 008t proposa.l :me&llBthe doou-

mente.l;iOll prepa.red by an orp.nllll.tlOIl to
Bublta.ntia.te ita 01a.1mror the relmburBement
of Indireot oosta. ThIJ propoIlll provide. the
buiB lor tbe review &DdJlI&,ottatlon leading
to tbl eBlia.bl1llhmeDt of an orrantllll.tlon's In-
dlreot oolt rate.
1".Coat objeotive mllUlI •. funotlon, orl'&Dl·

n.tional aubdivillloJl. oQn1lraot, Il'rant, or
other work unit for whioh OOlt da.ta. are de-
81red ••nd lor whloh provision Ie made to &a-
oumulate anO measUl'e the oolt DC prooelaes,
projeot., Jobs &Ddoa.pna11zed projeots.
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2. Nerotiatlon anil a.pproval of ratas. a. VII-
1888differeDt ar1'&1lB'8mllD.tsare aB'l',ad. to by
the apnoJea oonoerDlld, tbe Federal alfonoy
with the larrast donar value 01 I.wll.l'ds with
an D1'/I'a.uIzat1ODwill be cleala'nI.wd u the
oOll'llil&1ltagonoy tor the nlllroti&tloIl and a:\l-
Pl'OVa.Iof the Indireot OOBtl'1\tu and,. where
IIeoellla.ry, other l'11otu8uoh as f'rlDB'8benefit
and OOJnpIUer ollarlfl-out ratu •. Once an
&gIllOY 18 I88llfDed oognislmce 10r •. pal'-
tioular JlOD-profit orplltsalilOIl. the &UIa'n-
ment wlll DOt ba ohaDIfBd \IJIlfllll there 11 a
m&,or 101llf-tBrm1lh1f'tin 1ihedollar volume of
the :redeal awll.l'dB to the orpmla.t1on. All
OOIloerned Federa.l &I'8Jloiea Ilha.l1 be riveD
the opportuDity to J)A1'ttolJlllota111 the nelfo-
ti&tlon pro_ bUli, antr a 1'8otehal been
agreed llPOD,It win be &llOIlptedbY all li'ed-
erl.l &ganoie.. WbeD a Padual lII"eIlOYhu
reuOD to believe that ipl101&loperatlJlB' lao-
tors a.treotilll' ita awarde lIeoeallta.te llJ)Ilola1
1IldiNot 008t rata8 in aolill1'dan08 w1th eu))..
p&1'&B'J'&phD.6 or th!1l B,PPlIldix. it. will, prior
to the time libe :ra.tu &l'e 1I8fOtia.ted. DOtUy
theoolfD\DDt •.••eJloy, .
b. A Don-profit orpnisation whiClhh&e not

pravio\l8lJ' esta.bllabed an indiraot oo.t J'B.tIl
with a Federal 1lo8'Ol103'1lh&11aubm1t ita 1Jl1-
tia.l 1Ildll'eoliooet pr~poll&! tmmed1a.tely after
the orp.nlzattoll 18 adV1Bed Bat an &w•.rd
Will be made and. 1Il DO event, later than
three months after the eIJeotive d&te of the
aW&Td.
o. ()rp.n1l1&tiODBthat have prev1oll8ly ea-

t&bl1Jhed indireot ooat 1'8otu JnQBt 8ubmit a
new ind1reot oOlt prOJlolI&!to the ooplB&11t
&If8JI01wlt.h1n a1x months a~ the DIose. ot
ea.oh fleoa.l 7ilar. •
d. A prede~ed rate ma,y be n8lf0tia.ted

for UIII OIl awards Whlre there 18 reasonable
a88U1'&110e,bued on past experienoe and rllll-
able pro,eotloll of the orp.u1&ation's ooalia,
tha.t the n.to ill DOt ltkely to exoeed a rate
baaed on tbe orPDlsa.tiOD's aotual OOBte.
B. ll'lxed ra.teB may be DlIB'ot1a.ted "bere

predebermined 1'8.tu· Il'e not ooneldered &.l?-
proPliate. A fixed :ra.te, however. aball not be
Derotiatad it &11or a .ublt&ntil.l partioD of
the orrll3l1J&tton'B ·"wa.r4B ere 1lQJ80bel!to ex-
pire betore the oa.rr;v-torward -.d'~t1DeJlt Oall
be made; the mix ot Feder,,) II3IdnOD-ll'el!ereJ
work at tha orra.n!Ba.t1on 11 too err~t1o to
permit. 1131equitable oll.lT1-forwa1'd adjUIt-
mBDt; or thB ol'Ka.nlI&t1OI1'.opera.t1ons Ouo-
tua.te Blgnlfioantly trom 1'1&1' to Y8&1·.

.1'. PI'Ov1l10nal wd filial rataa Iba.D be nero-
tlatad where neithllr predetermined nOI' ftxe(l
ratel Me a.pproprla.te.
1'. The 1'8IlI11taof eaoh DeB'otiatloD shall be

tormalJBed 1n a written lII"I'8ement betweeD
the 'oop1l1&Dt agllloy ll.Udthe nOD-pro1'1t 01'-
gan1aticm. The 00B'n1ll\1lt a.B'enoy shall dill-
tl'ibuta oopl.1 or t.be arMament to all 900-
otll'ned Federal arenol88.
h. xr a. dilpute arlBlle in a nerotiatlon or an

1ndll'80t oolt· I'abe betw88n the cognillant
aB'anoy a.IIll the non-pl'Ont orB'''Dl.atioD. the

;,
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dispute Ilball be resolved III &Ooordanoe w1th
the ap)l8al8 pl·ooedur.. of the oOlfllizant
lII"el103'.
1. To the extent that problema &2'8 enCOUD-

tered &lIlollBthe Federa.l arenoieB in OOIllleD-
tion with (;he ne,otlllotion and approval proQ-
ellll. OMll wlU leDd &II8l.ltanoe aa l'tlqu1red to
rlllolve suoh problema in a timely mlUin81'.

APPENDIX B TO P.ART 230-S»LEOT1ilri
l'l'JDMS 01' 00S'1'

SJlLBOTJDI> I'l'IIIII1l OJ!' 00IlT

T.uu.;a 011'00JmIIml

1. Advert1l1n, and puh110 rela.tlODs oosts
II. Adviall17 oOUDoila
8. Alooho)Jo bevera&'e8
t. ADdlt ooata and related servloes
6. llad debta .
6. llODdinr ooate
,. OommUDioation oosts
B. Oompllllla.tloD !Or ller-.cnal aervloss
8, Oont1lltenoy proVil1ona
10. Detene8 and P1'OB80UttOJlof or1n11na.land

olv1l prooead1Dp, Dla.1ms, appe&l8 and
pa.tent iDfr1I1PMllD.t .

\ 11.Depreo1a.Uon &11duse allowa.nou
12. Doutl0J11 and DOJltrlbutlOllB
18. EmploYee morale, health, and welfare

costs
14.. Dnterta.1nman~ oOlte
18. lllquipJllent &110other oa.:pIta.1expendi-

tures
16. Jl'1neaaJld peJl&ltiea
17. ll'und T&ia1D"a.nd investmimt man~e-

mlllt OOBts
18, Ga.1neand loaaea on gepreo1able ••• eta
18. Goode or service8 fOT personal UBS
lID. HollBlDr and peraonall1V1nB 8ltJlensIs
21. Idl. C&o111t1t16a.Dd idle oapa.o1ty
lIll. meura.n08 and indeIJUd1loation
26. mtereat
lit. lJabor relations ooata
16. Labb3'1nB' . . .
26. LaasBB oD otbll1' sponsored a.B'J'8emeJlts

OJ' DODtraota2'. Maintenanoe and repa.ir ooata
28. Material. &1112aU1lPllea oosts
29. Meet1Dp and oontartm08a
80. Melliberehl)18. IlUbaor1ptlODB,wd profes-

1I10nalaotivlt3' OOlts
81. Orlf&Jl1RtlODoosta
82. P •• e oh&Tll'lls1llprof_tOIla! '01l1'llaJ8
88. Part1oipan~ BUPPDrt Doats
at. Pa.teJlt costs
86. Pll\.llt and homeland -.county ooata
1IQ. Pr8-lII"I'8em811t ooete
87. ProCelldOIlaJ aervloe8 ooilta
. 88. Publloation a.nd prJnt1llB' ooBts
89. Real.'ranB'ement and alteration costs
to. !I.eoonv81'810noouta
U. Jl.elll'u1tiDB'008te
42. Relooation OoSta
tS. Rental COJltsof bulld1nB'8 I\1Idequipment
tt. Roya.!t1es aDd other ooats Cor \188of pat-

anta aud oowr1&'btB
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OMB Circulars and Guidance

4ll. Sellllll' and lJ1arkClbilll'.6. SpClo1a.llZCIdAt'1Iloe raolll~le.
n. Taxes
48. '1'ermillatlon ooats applloable to spon-

80red aa-reBlJ1ants
49. Tl'a.tntDg oosta
60. TI'IlJlBporbatlon ooats
61. Travel 001.
62: Trustsea

AppllJNDXX:a '1'0 PART 28D-SBI&O'l'DDI'I'IilMIlOP
OOS'J'

Pa!Vl'apha 1 throUl'h MI01 W. appendix
provide prlnolple. to be applied In aIJtab.
IIshiDB' tbe allowablllt)r of oertaln Items of
001l~.TheBe prinoiplll8 apply wbIIther a OOBtIII
~tad •.• direot or Indireot. lI'allure to men-
tion a partloular Item of 008t 18Dot tDteDded .
t;o Imply that n is llJI&1lowable: rather, de·
termination 11.8 to allowablltt)r In each DaIle
should be baaed OD the waatment or prtn-
oiple. provided lor 8imilar or relaHd items
or ODst.
1. AdvertlaillB' a.ud publio rlllatiODBooats. a.

The tsrln advertising ooata m_ the OOlts
01 8.dvartiBiDl"meiSia a.ud oOl'Ollary adm1nta-
tratiye ODII.. AdYartl8illB' media illoludll
ma.g8.llillBB,newapallBre, radio a.ud telev18ion,
Ilireot mall, ezhlbltB, e1eOlironillor computer
tr8.JIBmitbals. a.ud the like.
. b. The term publio relatiODS tDollldeB oom-
munlty relatione 8.JIdm_ tboee aotivltie8
dedloatad to malntaininr the ima&"e of the
IIOD-profit Ol'll'WBatiOJl or maiIlta.lnlnr or
promoting IUlderBt8.DdlIIg8.JIdlaTorable reia.-
tionB with the ODmmunit)r or publlo at larre
or &1lY Berment or tbe publSo.
e. The onlY allowable advertising oOBtsare

thoBe which are lIolely for:
(1) The reorUitment of p81'10l1D81reqllired

lor the pert01'm8.JI08by the non-prol1t organi-
sation of obliptiODB arJalDll' under a lI'adsra.!
award (See aleo JIlloragraph 41,Reol'l11tl1ll"
. ooste. 8.JIelparll.8T&pb42. Relooafllon oo.te, or
.thl8 appendiX);

(2) Tbe proourement of gooda 8.JIdlervlosa
ror tbe perrol'm8.JI0e or a Federal award:
(8) The disposal of B01'I.por eurpl~ mate-

rl&le aoqulred In the performance of a. lI'ed-
eral award exoept whan nOD-pront Ol'lfam--
ClODSare relmbll1'88d tor dlBpoaaJ COlts at a
predetermlned amount; or

(4) Other epeail10 purJlO8lls n6088B1l.J'Yto
meet the reqniremente of the Fecl.en.1 award.
d. Tbe DDl7 aUo_ble publlo relatioDB ooats

are: <.

(1) OOBtsspeaifioaJly reql1ired by the lI'ed-
eral a.ward:
(2) OOStsot oommlUlioating with the publio

and pres. pertalninr to apeolfloaotivttlea or
aooompl1Bllments which 1'Il8Ulttram perform-
a.noe or Federal awarda (tbaae COlts are Don-
Iidered neoeeearr ae part of the outreach .C-
tort for tbe 1I'ederAlaward); or
(8) 008tS or oonduotlll8' pnerallia180n with

neW8media. and government publio relationB
omcere, co tbe extent tba.t lucb aotivltiea

pt. 2~O,App. B

are limited to oOllUXlllnioatlon IloIldUaieon
neD8BBarykeep the publlo Informed on m&t-
tel'll or publlo con081'll, .Iuoh all DotloH oC
1I'edera.l oontraotJI'I'8.JIt awards. nna.noi&!
matters. eto.
a. Ooets IdantU1ed in ,ubparll.8Taphe 0 and d

If InOllrred tor more bban one Federal award
01'tor both apOD8ored work and otbll1' work or
the non-profit orrant_tion, are allow8oble to
the extent th&t the prilloiple' iD Appendix: A
to tbla part, paragrapba B. ("Dtrect OOlts")
and O. ("Indirect OOlts") are observed.
r. Unallowable adYerliletnc a.nd publlo rel&-

tions ooets tDoludll the followiD.r:
(1) All advertteilll' ••nd publlo relatlon8

OOBte other than •• lpeoUled In IIlbpa.r8o-
rrAphl 0, d, 1.11<1e;

(DJ Coats or meeting8. oonvelltlolll. con-
vooatiOD8, or othllr events re180ted to other
aottvitiea or the non-profit 01'laniBation. hI-
oludillr:
(a) COSt8 ot iSieplayl, demoDBtrattona, &nd

exh1bIts;
(b) Ooeta or IDeating roome, hOlPitaltty

Bultes. 8.JId otber 8pe0i&1 facilities used In
conjunotion with abOWll and other llpeolal
evente: and
(0) Ba.1&ries and w•.•.ea or emplOYA. en-

raged In setting up 8.JId dilPla:vin&' 8Xhlbita,
ma.klQr demoneliratiDl1s, and JI1'ovldlllBbrlef-
Inre;
(8) Coeta of promotlon •.l Items and memo-

ra.bUllL. InolucHnl" modele. riftB, and 80U-
venire;
(4) Dolts cir advertilliDl" and publio relationB

dealped Iolely to JI1'OJllotethe Don·profit OT-
ranilatioD. .

2. AdVieory Oonnoils. Ooata tnourred by ad-
visory connoila 01' committee. are allowable
&IIa dlrooll 001'where authorll8d by the Fed-
era.! awa.rdinr lIraDDl' or •• a.u Indtrect. 001t.
where &lloDable to Federal awarda.
a.•A1oobolio beVIlJ'al\'88.Ooata of aloobolio

beVlr&pJ are ana.llowabl ••
t. Audit COBbsand related .ervi088. a.. The

ooate of 80adtte required by, and lIerfon.ned tD
aocordance with. the Single Audit Aot. as
Implemented by Olrcular A....18S. "Audllill or
States; Low Gove1'1lJllents. a.ud NOD-Profit
Ol'll'8.JIilsationl" are allowable. Alao 8.. 31
U.S.O. 'l/106(b) and leotion 280 ("AuiSit. Coats")
or Oiroular A....l88.
b. Other audit ooate are aJloW8oble if In-

oluded in a.u indIreot oost ra.te prop~l. or if
apeaifloa.1ly appro'led by the aw&rdiIIB aren-
oY as a. dlreDt COlltto 8.JIaward.
o. ThB COIIt or arreed-upon prooedures en-

raremaDte to monitor BubreolpiontB who us
exempted from A-18S nuder seotion mOCd}are
allowa.b1e. Bnbjeot to the oonditionB llBted In
A-l88, .ootlon lI80(b)(2). .
6. :ad debts. B8.d ·debts. Inoludlng loeeell .

(wbBtbar aotual or 88t.imated) arll1iug from
anoolleotable aooountll and other oIa1m•• re-
lated ooJ180tion oOlk. and related leg&1
oolts. are QIlallowa.ble.
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6, Bondinr ooata, II.. Bondinr OOlta 1.1111
when the Federal Government requires u-
surmoe apInBt l1nlloDoJllJ1011 to Itself or
others b3' rer.aon of tbe aot 01'dllfaul t .ot the
non-Pl.'ont orp.utaall1OJ1, They arJee aleo 111
InatanoeB wllere lIbe nOD-profit orranla&tlon
rllQul~ almlJar a.u11r&.uoe.InoJudell are 8110h
tionde •.• bid, perlormlloDoa. payment. advano.
payment, inlrilll'emen1i, and adelity bonds.
b. OOBtll or bond,IDlr l'lIQuired pnrauant to

the terms ot the award Al'8IlJlowable.
II. Oosts 01 bondiJll' require/! by the non-

profit O1'puil&ll1on in tb~•.ellerllJ oonduot ot
Ita operatiima er. aUowable to the extent
that 8uOb bOll/l1u1r :Ill 111 aooordanoe with
BOund bus1nlsl praotioe &Delthe rate. &ll.el
premium. are rell.8Ona.ble under lib. olr-
oumetaDoee.

'T. OommUlllllll.tion ooata. Ooata 1IIourrell {or
telephOJle lerYlO8l, 100llJ and 10Dl' diltan08
telephone oaJm, telelr1'&m., ]loatas'e, mell-
8eDl'er, eleotronlo or oom]IQter trmam1ttaJ
8ervloes and the like er. allowable.
8, Oomp~ ••tion tor peraoallJ IIl1i'vloe.. a,

Definition. Oompen8&tiOll tor peraoD&1 eerv-
1081 inoJudes aU .oompensation paid 0111'-
rantly or I.lllIlU8d by the O1'II'&I11za.tiontor
servloes or employ.es l'8Ddered 4ur1ns' the
perJod ot the a.werd (exoept ••• otberwJae pro-
Vldell in 8Db])l.1'lI&Ta.ph8.h or tble appendix).
It llIoJu4es, but 1& not 11m1tad to, 8&lar1es,
waps, direotor'. &ll.d llXBOUtiveoommittee
Jllember'. te88, in08ntlve aw&rda,·ft1np bene-
fits, pensI.on pla.n ooeta, IlJlowaaoea for olt-
alt. JI&7, 1II08lltive JI&7, 10oatiOll allOW&l108B,
be.rd~ Jl&Y, lloDdDOet ot ll¥1lIa' dllterellll1&la.
b, Allowabl)lty, JIlxoept ••• otherwise Ille-

oif1oally provIded in tlde pal'IlBrapll, th.
oosta or lIlIolI OOJDp8DlJ&tlonare a.1lowable to
the extent U1a.t:
(1) TotIJ oomPlll8&tion to llIdlvIdl1aJ em-

ploy... Ie reasonul. lor tbe 1erv101B ran-
d81'ed &11.4 oont01'JDllto tbe este.blillhed poll07
01 the or8'lloD1.a.tiOJloona1eteD~y a.ppUltd to'
both F.deral and non-lI'ederllJ aotlYitles; and
(2) Oha.rreB to a.warda wbetber trea.ted •.•

direot or lndh'8ot OORtaare determined and
Bupported •.• required III tbiB pa.r&8'1'aph.
c. Reaaon&bleneu, (1) When the organiza.-

tion. 1s predoin1n&ll.tly e:npged In aotiVitie8
other tha.lI thoee sponsored by the Federal
Gov8l'Dment, oompenp.tion lor employeell on
federallY-lIPDlI8ore(l work wW be OODa1del'ed
l'8&Ronable to tllB exten1i that It 1a ooll8l'tent
with that )IR1dlor almller work In lIbe QI'I'&-
oa.tion's other aotiVilll.es.
(2) men. "18 orgaDiu.tion III predominlloD~Y

lIDlrllfed in rederaJly-aponBOred aotlVities and
In Ga8l!8 where tbll klDd ot employee, 1'8-
q\l1red for the J.l'edll1'aJ I\iltivilll.es are not
IOl1nd In the or&'&!1iZllolllon'eot.hel' activities,
OOm]l8ll6atlon fOl' emplOye88 on fedlll'8.11y-
sponsored wOl'k will be oonsidered rlluonable
to the extent tha.t it. Is oom]lA1'&blllto that
pa.ld 10)' 81milar'Work ill the la.bor markets In
wblob the orll'a.niza.tlon oOJllpetee ror tlle
kind or enlployeaB mvol vad.
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d. SpeolaJ oODl.llderatlo118 In determlllinJl'
allowabll1ty, Oert&1n ,oo:ndltlOJ\s rlQuire ape-
oIal oonaJderatloll and poea1ble lImltations in .
dete1'mInlll11' oOBte under J'BIlarnJ aW8.1'da
where alnounCS 01' types or oompepB&lllon ap-
peAl' unreasonable. Amonr sl10h oondltlon&
.are the :foJlowbllr:
U) Oompan8&tlon to members ot nOD-profit

01'1'a.n1z&t1on.,trueteP' dIreotor., •.•• oo1&tes.
omoera. or thll immediate ra.mlllu thereot.
Determ1llatlon MOl1ld be roll4e tbat 8uob
OOJD]l8lllla.tloll18 reaaOJla.ble ror the a.otual
pe1'aonalaerviOll8 randered r&tber thu;J a. dIs-
t.rlbutlOJl or ell1'l1tqs in ex088B or oOstll. .
(I) AD1 ab~ •.• 1n a.» Orga.n1ea.tlon·ll OOJll-

penlatloa polloy ruUltina' In a lubeta.ntlllJ
inore •••• In She org&D1aatioll'8 level of oom-
pensatlon. partioUlerly Wh8Jl It WU OOJlOur-
rent with an inor ••••• in the ratio or Federal
a.werda to other aolllvltle. of tbe organ1ae-
tlon or IWY ohanlre In the trutmant er .1lJ-
lowab11lty 018]180tfio types ot oomplll8&tion
due to ob&ll.lfesin Federal poliO)". .
e. UJIallowa.ble DOats. Ooets wblob are UlIal-

lowable under other ]I&l'aBloapbe or tllla a,p-
pendIX 8ha.1l nbt. be a.llowa.ble .UlI.dar tlUe
pA1'&lfl'aJ)b801ely on lib. basJa tha.t !!bey oon-
stltute pei'aollllJ oomPanaa.tlOll.

t. OVllrll1me, extra-pay abl1t. 11314multi-
1Ih1tt. pramluma, PHmium. for ovartlJDo.
extr&-pa.y 1Ih1fta, a.»d multl-abltt work ere at-
lowab)e only with the prior'approval ot the
awai'd1D8'apncr,V exoept:
(1) When ne0ll8811Z'Yto oope with emer-

Jl'lIDoieB.anob .•.• 'thoae J'8I1l11t1n, b'om aooi-
dente, natura.! d1a•.•ter., breakdOWDB or
'QulpJDent, or ooo•.•lonal O)l8l.'&tiODalbottle-
neoks of •. ll]Iorad1o nature. .
(I) Wban employees are pert~lng indi-

reot 1lmotiOllll, allab •.• admlnlstratloll" ma.1.n-
tenlloDoe.or aoODUlI.t1ng. .
(3) In thB perform&D08 ot teats, laboratory

prooedures. or other a1ndler opR'8.t1oiul
whloh ero oon li1nuolll in Jlature lloDdO&DDot
J'8&8ODablybe Interl'\lllted or otl1erWJee eom-
]lleted,
(4) When. towel' OVerall ooat to the Federal

Gov81'Dmant wJll1'8Bult,
&,. FrID&'o bene!1ts. (1) ll'rln,e benefits III

the form of l'elfUler oomp8llBation paid to
enwlo),ies 4ur11l1' ])llrJods of authorized ab-
IBDoes Irom the job, auch ••• VaoatiOIl leavB.
lS1l1kleave, Jll11lta.1'3'leave, &ll.dlobi like, ere
allowable, Pl.'Ovl4e4 euch OOBtaaI'8 abaorb$ll
by all 0l'lran1a&tlOn aotiVill1e8 In pl~port10n
to thB rela.l;lvB amoUllt ot time or effort aotu-
ally d.voted tD ea.ab.
(JI)lI'r1lIp bBDe!1te In the torm 01 amployer

oontl'ibntloIlB or expBll88B lor Boolal Becurlty,
emplo)'ee IUaU1'8.D08,worknlBll'. oompenell-
tion iJIIU1'ano., ]lenaioD pla.n ooats (eee Bllb-
pAl'&8'1'aphB.h of thi. "PPIlDdb:), and the likB,
are RUowal>18, PJ,'OVi(led allob benen ta Al'tl
1l'1'&Dted III aoOordanoe wi th uta.llllBbB~ writ-
ten ol'ga.nll1l.tion p0)101e8. Snob benBIlts
whethel' trea.ted &8indireot ooste 01' as dtrBot
coats. Blt&l1 be dIBtrlb\\ted to pa.rtloula.l'

I
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a.wa.rdalloDdother aotlvltlea in •...mamler oon-
siatent with the pattam of benerlte aooruln8'
to tbe iDdividuaJ8 or group of empl0781l8
WhOS8 warle. and waree lLl'Iloba.rpable to
BUob AWArdaaDd other aotivitill8.
(3)(••) ~l'Ovl810na for •. reserve 1111dera .elt-

Inaul'ADOeprOrram for unemploymllnt oom·
penaa.tion or workerl' oomPBUI••tlon are al·
lowa.bl. to bbe ext.nt tha.t the proVWODli
represeDt reasona.ble est1ma.ts8 or the 1Iabll-
Itlll8 for Il10b oompeDsatlon. and the typee of
OOV8l'1l.l'e.extent; of ooverare. and rate. and
premium8 wOllld bave been allowable bad in-
Bl1ranOabaeD purobaaed to oover the ri.ks.
However, Pl'OviaiOllB for 181t-IDBllred lIabU·
Itle. Whlob do Jiot beoome parable for 1n01"
tha.n one Y8&r after tbe provl81on la made
8ball not exoeed the preaent vaJne or the 11-
•.btuty.
(b) Where an organ1Dtion Collowe •. oon-

slatent polloy or expensinr actuaJ jl&Ymenta
to, or on behalt or, employeea or former em·
ployees for lIDemployment oompeJIaaGlon or
workers' oomp8D8atioD •• uob p~ente are
aJlow•.blB in the ;yea.r of paYlneJIt wtth the
prlor a.pproval of the awardinr arenoy, prg..
vlded theY are allocated to aJl aotivltlll8 of
the organization.

(t) Ooats of inBlU'lIoDOe011the lives of trust-
BIIll,ofriosi'a. or otber employees hold1Di"po.
sltions or 11m1lar re8pollelblllty f!'8 a.Uow-
able only to libe extont that the inlllU'llDoe
represente a.ddltional oompeJl •••t101l. '!'he
ooatl! or suoh InBlU'anoe when the orga.u1ae.-
tlon Ie named as b.nel'lo.lt.1'1lL1'1llUIaJ1owable.
h, Orrauila.tion-ftmlilhed a.utomobll.i.

Tha.t portion of the ooat of OtranlBtion·f'I1r-
Dished a.utomobllell that relates to pel'llonaJ
\UIlIb;Vemploye.s (inolndtnr tranlporte.tion
to a.11dft'om work) 1. unaJlowa.ble aa friare
beneftt or Indirect ooete rera.rdl8 •• of Wheth-
er the oo.t la reportad aa ta.D.bl8 1noome to
the employe ••• Th ••• oolte a.re a.Uowa.ble •••
dlreot oOlta to 8JIDDIiOI'8daWlord wilen neo-
eaaa.ry for the pel'formeoe Of the eponaore4
awa.rd and approved h;VIoWardlDr agll1lo1•• ,
1. ~IlIIlI1oDplan oosta. (1) Coats of the 111'1'&-

Dilation's penaloll Plan whiob a.re iDOurr.d 1n
aooordaDo. with the eeta.bUshed polio1a8 of
the orgamlllotlD1l a.re allowable, provided:

Ca) Buob poliole8 meeli the teet of reaaon-
abl8llees:
(h) The methods or OOlt &lIooa.tion &rl aot

disorlmina.torr,
(0) The ooet a.aallrUed to each tisoaJ y.ar la

detarmined in a.ooorda.noe witb reneraJly ao-
ospt8d a.ooDlUltlq prinolple. CGAAP), •.• pr.-
BD1'lbedIn AooounllinB' Priaoiples Board Opin-
Ion No. Bleaued by the Amerioan In8t1tute of
OertIfied Pl1bl1oAooountantl!: a.nd

(d)The oOlta •.•• !pad to a.giveD f1loaJ yea.r
a.re funded for all plan partto1pantl! within
81xmonths •.flier the eJId of that. ;year. Bow-
ever, Inore ••••• to norma.1 and put lervloe
PlnaiOll oo.ta oauaed by a. delay In fUndlnr
the aotuarial liability beyond 80 daya after

pt, 230, App. B

ea.ob qua.rter of tbe year to whioh Inob ooata
a.re aaBlpabla &1'8 UJ18.I)ow&ble.
(2) Penllon piau termtn-.tlOD lnallranoe

JI1'llmluma pa.ld PUl'lluant to the lDmployae
Retirement lnoom. Seourlty Act (lDlUSA) oC
111'14 (pub. L. 8s-t08) are &llow&ble. Late P8¥·
ment oha.rlreB on Buoh premlumslLl'll un",l1ow-
&bla.

(a) JIlxolllB tax.. OJ! &OOl1mulated rundlne
defioienoies and othar pal1&1t1es ImpolIBd
und.r DlUSA a.ra unallowable.
j. InD8nlilve oompsnaa.tioa. %Doentive eem-

peneablon to employe •• baaed on OOlt red\1o·
tlon, or emolent performa.noe, Bur•••• tloD
awarda, aar.~ awarda, eto •• lL1'Ilallowable to
the extent that the overa.U oompenBlotlon la
d~termlned to be re_ble aJII1BlIob oosta
lLl'Il paid or acorued pU1'8l1&ntto an lIIrree-
roent entered into in rood fa.tth between the
o1'll'aulla.tlOIl aud the employ ••• before the
lervioee were rendered. or l1\iraua.nt to an 811-
tablilhed plan followell by tbe orl&D1Jl1otion
80 oOl:l8latontly aa to implY. in afteot, an
agreement to ma.ke nob pe.y.mant.
k. Severauoe pa.;v. {1) SeverauoB JIQ", also

oommonly referred to III diamlaaaJ wages. la
a. pannent in addition to rerula.r l8.larles aud
Wlllr", by 01'll'antsa.tiona to workers who ••
emplo;vment I. baiag Ilermlnated. Ooata or
lev_os pa.;v a.re allow&ble onbr to the .x-
tent libat In eaob ONe, It 18reqllired by: .
(a.) Law
(b) JIlmploFer-employe. arreBDlBnt
(0) JDBtabllahed poliO)' that OOnat1tUtllll,In et·
rllOt, &1iimplied •••.r •• m.nt on the OI'8anl-
.atlon 'J part, or

(d) Olroumata.Doal of the ]l8.rtlol1la.r employ-
ment.
(2) OOltl! or aeverauoe payments a.re divided

mbo two categol'i811 ulolloW8:
(a) AotuaJ normal tlIrnover levera.noe pay.

menta lbaJl be alloCl&tad to all aof,lvJtl •• : or,
where tbe DrlrWI&t1.OIlprovides lor •. reserve
(or normal 8evera.noea. auob meShod w111be
aooeptabl8 It the ohar" to o\1JT8nt oper-
•.tlons 11 reaaonab1e 1n Iirht 01 JIII.)m1entaao-
tuaJ1y mw for lIlorma.l aeveranoes over •.
representative pa.lt period, and If amouuts
olla.rred are allocated to all aot1v1tles of the
organiJlloticm.
(b) Abnol'DlaJ or maes .evaranoe pay lB of

8uob a oon1eotlU'al. Jl&tUre tiba.t mea.aorement
or oOllts by meana or an aooruaJ wI11 not
ao1l1evll eq\11ty to both pa.rtlea. Thus. 1.001'\1-
alB for th1e PUl'Poee aN Dot aJ1owable. Bow-
aver. the Federal Government reoopiseB tta
obUration to JllloI'tiolpata. to the exteDt or Ita
tab: llha.re. in &IlYapeo1110paYment. ThUll, 11.1·
lowability w11l be oOlllldered·on a ca8e·by~
0•.•• baal.in the eV8llt or ooolU'ronoe.
(0) Ooste inounoed in oertaiJl88Veranoe pay

paok •••• 1l (commOnly knOWIi &8 •••• golden
parachute" pa;vment) Whioh are in aD
&mount In exoeB8 of the norma.l lever&noe
pay pa.1d by thl! organ1ll8.tlon to an employe,
UPO\1 termination or ernplopnent and are
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pa.td to the llDIployae OOJltlngent »pol1 a.
ohanfe in ma.n•.•.llDIant control over; or OW]]-
erahip ot, the ol'C'aJrllllotion'. anets Me unal-
lowable. .
(d) Sevel'lllloe p&3'ments to COI'S.!gnnatJon-

a.l. BJDplo;Vedby \ObeorcW..,tJOIl olltslde the
United StateB, to the extant that the amollnt
exOllIlc1athe OuatoJnMY or preva.1ltna- prao-
tloes for the Ol'I"An1za.tlon in lib'. Un1jie11
Sbates Me "ullow&ble, nul_ they are neo-
BIlII&rytor the perlorma.no. ot Jl'edBI'lIJ pr0-
grams tuld approved by awa.rlUnr lI&"enolBB.
Ce) Severanoe pa.ymantll to toretp Da.tJon-

I\Js eJDployed by the orp.n1u,tJon outelde libe
United States due to the 1;ermina.tloll ot the
lomp :oa.t.1onalall a reault or the oloslD&'ot,
or ourta.1lmaot ot aotivltiee by, hbe orjp.JUJ8.-
t10n :intha.t oountrir, are \UlaJlowa.b1e, \UIl.u
they are neoeaaar;v. tor .the pertol'm&Doe ot
Federal programa &nd approved by a.wa.rding
agenoies.
), Tra.1n:ing OO8t8, See paragraph 49 DCthis

a.PJ)8DlUx.
1II.Support ot e&l&ries and wagel.
(1) Olw'gea to a.wards for aala.rles and

wages, whethel' trea.ted lL8IUreot 008t8 'or In-
direot ooats,' w1ll be bued on doo1Jmanted
P8.3'101laa..pproved by a ,-eaponBfble offtollLl(B)
oC the ol'&'Nlls&tJon. The dtetrlbution DC ea.la-
rles and wares to awardB lIIlU1tbe aUl/ported
by J)B1'8oDDela.ot.1vlty reJ)Orta, lL8preeCll'1be4
III BUbpalerrallli 8.m.(1l) of th1& a.ppendIx. ex-
Dept.when a. allbatJtute aylt.am bSB blleD a.p-
JII'Oye(l:in wrttln&' by libe o08llizaJlt aglDlI1:
(See 8ub]la.ragraph :m.B or-AppendiX A to this
pa.rt.)
(2) Report. re11eoting the distribution DC

aottylty ot ea.oh employee mUlt. be lIIain-
tamed tor all sta:fl' members (proCeaBfon&la
ILIIdJlon;proCeasloD&1e)w)loBe oomllBlJBatJOll i.
aharged, in whole or In p!U't, 41reotl;v to
•."aldB. In ad41tJon, In ol'der to aupport libe
aJlOOa.tioD oC 1nttil'llot 00Bta. aUGh l'eports
must a.leo be ma1nta.111ed for other mn;plo:veaa
whoBe Work Involvea two 01'more JUnotions
Dr aotivitJe. if e diBtrlbl1tion' ot libeu' oom-
pen.a.tlon b.t.ween IUoh 1Imot.lone or aotlv1-
ties 1&needed in the detlll'Jl11D&tJonor the Of-
pnIMtlon'.1ndireot ooat rate(8) (e.I1., an 1lII-
ployee BIlBaged part-tJme In ln41reot ooat aD-
tlv.ltlea 1ID4pa.rt.-time in •• direot funotlon).
Reports ma.lnta:iDed by non-pront. or,&.I1111a-
tion8 t.o aatillfY theae 1'8q1i1reJnlDts mUBt
meet the following standard8: .
(a) The ~porte mut renect ILIIafter-the-

faot dBterrnlnatton or the aotual aotivlty or
B&OhemplOye8. BUdget eBtJma.tes (f.8., estl-
ma.tBs determIned before tlle lervioB' are
performed) ilo DOt quaUtY BB sUpport Col'
oharl"es to a."ard.,
(b) JIlaob report must. eooount. tor the total

activity for whloh elIlPIOyee8' Me com-
pen8Btec1nd whlol1is required In fII111llme.ut
of theil' obll&"a.tJODBto the organlza.tion.
(0) The l'.pOrta muet be Iligned by the indl-

,'1dual employee, or by •• r8BPoDBible IUPel'-
viBOl'YoffiolaJ hlloving tint 'band knowledge
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DC the aotlv1t1es pel'l'ormed by the employee,
tb •.t the diat1'1bntion ot a.otJv1ty lepraBants a
relL80llable estJJIillota of t.he aotual WOl'k par-
tonned by lib. employee durlnl' tlle pariocls
oove1'8d by the repol'te,
(d) The r8J)01'ts must be prepared a.t lelL8t

montbly and must ooinolde wltll one or more
pay periods. .
(lI) Ohargee for the aalarlel and w&gea or

nonprofBBBionaJ employeBl, in addltion to
the IUPPOrt1D&'dooumenta.tlon desorlbed in
Bubpar&ll'a.pbs (1) and al), must aJIO be sup-
ported by reoorda lnlUoatlnr the t.otal num-
ber of houre worked eaob day ma.1nta.1ned In
oontormanoe with DllJla.rtment DC Labor 1'8•.•.
ul~l;lone bnplllIlenttnr tbe Pm Labor
Stuula.r4s Aot (1I'LSA) (29 on part 618). For
libia p\U'l108a, the term •'nonproC.Bl1ona.l em-
ployee" IJhaJl bave the lame ma&UinS" as
"nonexempt employee," undll' FLSA.
(4) S~Iar1es and wa.rea of employaea UBaii fD

meetinlf ODSt llha.rlnr or ma.toh1nti' l'equfre-
menta on awa.rd8 mlllt be IlUPportlid in libe
8ame ma.nnel' lL8..,1ar1 •• and wages olailIled
for rBfmbur8emellt:Cl'ODI ~wa.rcl1n&'&gmolBl.
9. Oonli1npDll1 provllllona. OontributJoIIB

t.o a oont.1npnoy mern or &nYBimUar pro-
v1afon made for events the OOOlU'J'llDOllof
wblob oa.nnoll-be Coretold with oerta.1nt3' BB
t.o filma, intBDB1ty, or wttb •.n BBluranoe of
their happen.ing, Me unlLllowa.ble. The' term
"oont.1Dl'BnOJ' reserve" exollld8& eelC-1D8W'-
nOB r888rvea (aee Appendix 11 w this part,
paragra.]lhs 8.1'.(8) ~d lI2.&(ll)(d»); pensiOn
runda (1188)I81'88'1'aph B.I): and reserves tor
normalaenrtuloe pa.y (eee pa.ragra.ph B.k.)
10. DetenaB IIDdprosBonti1on of orIm1naJ and

oIv1l prooeedings, olaims. &pJlaals &nd patent
1nfr1ngement ..
a. DB1lnftJonB. (1) Oonvlot.1o:n. as used hefe-

in, m8lJlll a. jlldCDIlDt or a oonviotion of a
Cl1'l.JDfDalof1'eneB by lIoDYoourt. DCoompetent
jUl'isdtotion, whether entered IlJlOJlu a var-
lUot or a plaa, inolllc\1Dir a oonvlotion due to
a.plea. ot nolo oontendere.
(2) Ooats 1iI.0lude. but 1Il.·0not l1mtted t.o,

adlIl1niBtrativB and 011110&1explDBBBj tne
DOlt orlep.] llII'Vioes. whether pel'formed by
In-house or PI'lvate ooUIJaBljand the DOIltJlDC
tbe Bervioes DC aoOOUIJt.&nw,oonsult.a.ntt, Or
ohbera l'eta1neo. by the Orga.n1l111.ti01lto BBBtet
it; oost.8 of eJD]lloyees, offioers ILIIdtruetees,
ILIIdany BilIl11M OOlIte inoW'1'e4 belore, !iUI'-

. 1ng, and a.f'lieJ,'oODlDle.uDBmentof a. jl,ld101al or
adm1Distra.tive pro08edlng that beMS a 41-
l'eot J'8lationlhlp to the Pl'OoelldillP.
(8) Fraud, u used herein. mllLll8 acts er

!I.••.ud oorru~on Ol' attempts to deft'a.lld the
Fedel ••.1GoverJlDlent. 01'to oorropt Jts &gentt,
aote that oonetitut.e a. O&Ule Cor debarment
01' BUlPBllSloll (BBapeoified in agonoy reBUla.-
tiona), and r.ots whioll vlolete the Fa188
Claims Aot, 81 U.S.O., BII0t.10)l8872f1'.8'131,or
the Antl-X1okba.ok Aot, fl U.S.O., BBDtlons iiI
a.nd 64. .
(4) Penalt3' does DOt ino1ude l'ilstltutlon, reo

Imbursement, 01'oompenla.tol'Y i1a.mBll'ea.
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(&) Proce.4ll11' lnohul,e an IJlVeetlptton.
b. (1) Bxcept lUIotberwlea deaortbed ber.ln,

ooats InOD1'1'1ldIJJOOIUl'O~OIlwtth lUly mml·
nal, <llvll or admtnlatratlve JIl'oo.8dlnll' (In·
oll1dlnB' nunr of a tall. oertlftoat.ton) oom·
menDed by the Federal Government. or •.
Btate. looal or rorelrn ro:vernm8nt.. are not
a.llowable Ir otbe JIl'Oceedlnll':Rela.t.ee to •. vlo·
latlon of. or taJlure to oomply wltb, II. "d·
eral. 8ta.te. 100al or forelp stawte or relfll·
lablon by the orranlBt1on Cinoll1dlJJr t.
agents and employ,ee). and resl11te In any ·or
the foUowtng 41apo.ltloll8: 0

(a) In •. orlmlJJaI prooe.d1nlr. a. oonvlot.1on.
(b) In •. oIvll or a.dmlnl8tirative prooeed1nB

Invol"llIl an ••JJep.tlon or fraud or similar
m1800n4uoO, a determtnat.loD of organ1lila.-
tlon.1 lta.b111ty.
(0) In the 0•.•• of &JlYolv11 or r.dm1nlltra-

ttvo prooeediDll'. tbe imposition or a mone-
tary penalty.
(d) A ttnal decision by an .ppro)lrla.te Fed-

era.! off'Jola.!to debar or 8uspend the orra.n1-
at.1on. to resohld or void an awa.rd. or t.o tel"
mtna.te an aw&rel for default by relUlon or •
vlolat1on 01' fa.tlll1'll to oomply wtth a law or
rell'lIlatloD.
(e) A dl8poB1tton by OOn88l1t or oom-

proIDise. It th' aotlon oonld have reaulted in
anyoor t.be d1apoett.10DBdeeortbBd In aubpan-
rrapbe lO.b.O)(.). (b). (0) or (d) of this appen'
dix.
(2) It more than one proceedtDr involves

the B&IDeaJlered m180onduot. tbe 00•• or aU
suob proceedings Ihal) be lUI•.llowable It MIY
one or t.bem routte In one DC the dfJpoBlttoll8
IhOWDIn subpa.ra.craPh 10.b,(I) of th1&';ppen-
dix.
c. ~... prooeedlnr referred to in Illbpara.·

rrapb lG.b of tbta aPPendix Is oommlnoed by
"be Pedera.1 Governmlnt &lid 18 resolvecl by
oonsent or oOMPromlee pursuant to an l.lrl'8e·
men~ entered Into by the organlu.t.lon _d
the Federal GOV81'llDllnt,°llben the ooatl In-
ourred by llhe orp.ntaa.Uon In oonneot.ion
with auob JIl'OoeedlJlP tbat &1'1 othlll'Wlae nol;
.llowable under lubpararra.pb 10.b of thS8 a.p.
pendlx JlU\.Ybe allowed to the extent epaoiD·
oa.l1yprovided In suob amement..
d. If •. JIl'Oolledlnr referred to In aubpa.ra.·

rraJlh lO.b of W8 &llPendlX18 oommenoed by
•. state, looal or foreten lov-to the ali·
thor1ed Federal offioiaJ may aJ)ow tbe ooats
inourred by tbe 0 orr&nlat.1on for IIllob pro-
ceed1nn. if luob a.uthor1llad offio1a.1 deter-
minell tba.t the ooats were mourred ••• are·
II111tof •. BJlIlDifloterm or condition of •. fed-
eraUy-eponllOred awli'd, or IIpeDitto written
dlreotlon of &11 authorized offioial of tbe
spon80rlnr agenoy.
e. Coats 1JJ0uned In aODDeotton wtth pro·

oeedtn8'll de.oribed In .ubparAirapb 10.b of
thil appendix. but whiob are not made un •.l-
lowable by that 8ubparllB'l'&ph. may be ••1·
10Wlldby the Fedllral Government, but only
tootbe extent that: 0
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(1) The ooats •.rll relUlonable IJJ relation to
tbe aottvlt.1e8 reqllired to deal with the pro·
oeeding and the uDderIytnr 0&11" of aot.1on:
(2) Payment of the Oeste inOll1'red.u allOW'

able and a.lIooable oolta. II not JIl'ohtblt.ecl by
any other provislon(a) of the aponlored
award; 0

(3) The costa &I'll not otherwt" reoovered
(rom the JPederal GovB1'I1IDentor •• thlr(J
lIArtv, eJther dlreotly •••. result 01 the ))1'0'
Deed1D8'or otherwllll; aIId. .
(4) The peroenta.re of oo.ta allOWed does

Dot exoeed the percen""'" determined by AD
author1Hd P'ed8l'aJ omolal to be I.ppropriate.
00n8ld8l'Inr the oomlllexlt)' of tbe ltttgation.
pnera.11;V aooept.ed Jll'lnDiplea rovernlJlll" the
&wa.rd of 1•••• 1 feel in olvll &DUOII8luvolvinB
the United Statu ••••• party. and suoh oth~
taotOra •.• JlU\.Ybe I.pproprta.Q. 8110bpercen"
age _11 JlO1lexoeed 80peroent; However, if
an -.rellJJ1But rea.obed under BU~ph
10.0 of thla aPJl8nd1X hu eXJllloitlY oODBld-
trocl this 80 percent liullta.Uon and permitted
&blgber plIl'OIlDta.se, then libe II\ll .mount Of
oolite reaultt:ng from that agreament. lull be
allowable.
f. Ooste iDll1D'J.'edby the organts&t.1on in

ooDDeot.1onwttib the &lerGee DC BUtta broull'ht
by Ita employe ••• or ex-employe88 und\l1' 1180'
t.1on 1Iot the. MaJor Pralld Aot of 1888(Pub. L.
100-'100). Inolud.1ng tbe ooet of aJl relief neo-
8lIIIa.ryto make IUob employee whole. where
the orra.n1B&tton w••• fOlUld liable or •• ttlod.
&1'1 uD&1)oWAble. 0

C. Ooate of lera.l. aooountlns, and oOll8ult.-
ant 88l'vloea.and 1'81&ta4oOlta. inourred In
ooDDeotion with da[eua ap1nlt. Federal
Government ol&imB or appeals, antltrwJt
BUlta. or libe PJ'oa80utllon of ola.tma or •.ppeals
IIIl'lI!nst the Federal Government., are unal·
low&ble. 0

h. Oolite ot ler&1. aooountiDl'. &114ooll8Ult.-
ant eerv!oel. ..ud related oOlte. Incurred In
oODDeo1llonwith Jl&t.ent Infrinrement. l1t.1ga-
tiOD. are 1UIa11owe.bleow ••• otherwt.. pro-
vided for In the epoll8ored aWArde.
1. Ooats whloh JQM' be unaJ)ow&ble IUId,r

thl. pa.ra.crapb, tnolucl1DIl'd1r80MF al8Oo1atad
ooay. BhaJl be leli'relr ••ted and &ODolUltedfor
by the orga.nteat1on eeperately. DviDl' the
pendeno;v of ~ pro08ad1nr Dovered b;Vlub·
pa.ra.rrapb8 lO.b and f of thiB appendix. the
Jl'ederaJ Government IhaIl genl1'&Ily with-
hold pa;yment of BUob oolite. However, It in
the but interests DC the Jl'ederAl Gover.ll·
ment. the lI'edere.l GoverJlment. 2Il8.3'provide
for oond1tlonaJ J1~ent Q]lOn°provlBlon of
adequate Beourlty. or otber adequa.tI &IlIlur·
&nOli,_d t.ll'J'IlBmllDtaby the orpnlla.t1on to
rBpa.F aJl UJla.Uowable ocate, plue Interest.. If
the 008te are eubaequentl;v i1etermlJJecl to be
una.llow&ble.
11. Depreota.tlol1 8.lld USB aUowanoaa. •..

Oompensatioll for the 11811of buUdinBs. other
oapltal lmprovementa. &nd equipment on
ha.nd ma.y be ma.de tbrough ula allOWAnce or
de)lreota.tton. However. exoept. ••• JIl'ovlded 111
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]la.rai1'8.Jlh 11.r or th1B e,p)lllIIdb:., a oombma-
tlOD of the two metho<1s m&:YDot be usail In
oonneotion with a. 81311'1001&811of fixed a.eeta
(o.g., bu11cUngs, oMoll ~uipment, oomputler
equlpn1lmt, ekl-).
,It. The oomputation of use aJlowa.noee or

depreolatlon Bhall be b•.••d 011 the a.oqulal-
tioll ooat of the Uleta involved. The aoquili-
tlon OO8tor &11 aaeel; donat,d to the Don-prof-
it Org&JllsatiOll by a th1iod party IhaU be its
fair ma.rket value at the time ot the dona-
tion.
e. 'l'lIa oomputation cif use allow.noes 01"

elepreoiation lI'm axolude:
(1) The 'OO8ter land:
(II) An7 portion of the OOlt oI bulld.l..np uel

eql11Jlment borne by or donated by the Fed-
Dra.l Govoramlll1t lrreBpeotive 01 wherll title
was orlg1nal1:v ve8tlld or whlll'8 it prllBllutl:y
resides; a.nd ' ,
(8) An7 porldon or the oost 01 buildinga and

equipm_t OODtrlbutBel by or f.or the non-
profit 01'JBJlila.tion in ••.tiafaotion of a atallu-
torr matoh1nr req1l1rmllmt.
d. Genera.! or1terJa Where depre01&tion

method is followed:
(1) The period or ueefUl •• moe (usefUl 111'11)

•• tabllahed In aaoh oaae for uaa.ble ciaplta1
aasets must take into oODe1daration suab fao-
ton as t:vJIe of oOllBlil'Uotion, nature of the
equipment uee4, teabDololioal dllVelopmei1ta
111the JllU't1oula.l' prorram uea, and the re-
newaJ ud rllplaoemant )lOl101eefollowed Iol'
the indivi4ual Stems or 01••••• of ,aB8ets iD-
volved. '!'he method of depreot&tibn used to
aasign the D08t of. an ••• t (01' poup of &B-
sets) to aooOllJltlng perJoda lha.ll refleot tb8
p•.ttern of OODIIlmlption of the &88at dUloJnr
its usetullife.
(ll) 1JI the ab8eDoe of olear evldenoe 11141-

oatlng liba.t the exPeotad ooJl8umption oI the
uset will be IlgniUoa.ntly graa.ter or 18ner in
the 8arly portions of ita usetul l11'a thu in
the l&tet' portioJl8, the stralBht-ill1a method
ahaJJ. be praaumad to be the •.pproJl1iate
mathod.
(S) Depralll •.t1on m8thods onoe uaed aball

not be ohanged unless a.pproved in advan08
by the oognlee.nt Fedel'1lJ egenoy. When the
depl'eoill.t1on method i8 introduoed for appli-
oatlon to aBeeta 1Il'8viol1a1y Il1b'eot to a use
allowanOll, the oomb1na.tion of uae aJlow-
anOlle and dapr'oJa.tlon &J.lPl1oablelio suoh aa-
Betamust not exoeail the total aoqutaltlDII
ooet of the •.••eta.
B. When ~he depre01ation method 1&uaad

for bi1lldinll8, e. buil41)11"S Bbell may be ser-
reg •.ted !rom eaob build1nr oomponent (a.g.,
Plumbing lIYatem, hal\tlnr, anll &il' 00114\-
tiolling 8Y811am,eto.) and ea.ob ltam depre-
al&ted over its eat1mated lllIetul lifa; or the
enti1'll buUdil1ll' (i.Cl., the shell and 1\11oompo-
nenta) ma.y be treated aa a ImrIe l\8aet and
(Iepraalatlid oym' 1\ Btng18 U8811111118.
f. When the deprllo1 •.ti'on mB~hod 18usod for

1\pa.rtioula.r 011\.88of aBaeta. no dBJI1's'ciatlon
may b~ •.Uowed on any auob _ta that,
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under aub)lal'llC1'apl! 11.d of thIs aJllllW41x,
would be viewed 1\8 f'll113'depreol&tad. How-
ever, B reasonable uee a11owaD08may be ne-
roti.,ted 1'01'Wob UIllIta U' warranted ARel'
t.ak1II8' Into OOIIai~eratlon the amount of da-
JI1'801•.t1oD previollllly, oharred to the Federal
Government, the aatln1a.ted UB8fli.1llte re-
ml\ln1llg a.t time of negotla.t1on, tha eNBot of
any Inoreased ma.lntenanoe oharraa or de-
orel\88d smolanc)" aue to arll, and a11)"othar
faotora pertinent to the l1tWI&t1on of the
&BIIetfIll'the PIll'JlOSIloontem»1ated.

a. Ol'lterJa where the u.e aJJ.owa.noemethod
11 followed:
(1) The uae aJlowanoe for buildlnp and im-

provement (inoln41Dg Iud improvements,
auob ae pa.ved parkln&' ll1'II&B, fenoeB, aDd
8idewalks)' will be oomputed at •.n annual
l'&te not exoeed1ng ~o p8l'Oent of aoqu181tlon
oost.
(lI) The nae allowUloe for equipment will be

oompnted at an annual raie not exoeeding
Blx a.nd two-thir4B peroent or aoqua1tlon
ooat. Whan the USIIallowanoe method :Is used
fOl' bnlld1Dp, tbe entire b1I11dlnr must be
li1'eatBd'aa a al)1l'la auet; ~ bn11clmg's ODm-
]lOD'Dta (e.g., p1\11Dblnr ayatem, hea.tlnr ud
air oondltioninl', eta.) oannot be 188'1'era.ted
lr(Im the build1ng'8I1hell.
(8) The ,wo paraent 11m1tatil1Jl, however,

nBed not be &ppUed to equipment which 1&
merely attaohad or futeneA to tha bulldtng
but not perpllmently Uud to it md vI.b1ob 18
usail al furn1sb1n.P or deooratlOJlI or for 8]lll-
o1&1leed pll1',l108eS (101/,; dent1Bt oba.1rs uti
denta.) treatment unita, oOWlte1'll,labo~tory
benobee bolted to the Ooor,d18hwaahers,
modular inrnltU1'8, O\\l']IBtlng, lito.). Snch
equipment wlll be oone1de:tad 1\8 not bllinrr
parDllmentlY fixed to the bu11d1nr if It oan be
:tamoved without the Daed for 008tly or ex-
tenllve alterationB or 1,.pa.lra to the buUdtng
or the aQlrlpnent. lDquipment that meats
these orltll1'1a VI11Ibe Bubjeot to the OIl6 peI'-
oent equipment uee a11owanoe limitation.
h. Oharpa for U88 allowanoea or dapreola.-

.tion must be supported by adequa.ta prOpel'l;y
reoords and pbyll10al invsntorieJl muat ba
taken at 10&st onoe every ~o 1aa.re (a atatis-
tiDal BaJIIlIlI:nr basta 11 aooeptable) to 8D8ID'B
th&t alselis exiat aud are uaa.ble and needed.
When the depreoiation me$bod 1s followed,
adequa.te depreciatioD reoordB 1n410a.1ll3ll'the
amount of 4epre01a.tlon taken ilaob pmDd
must &Iaobe m&inta.iuBd.
1ll. Doua.tiOJl8 and DontrlbutloDB.
a. OontrlbutioDS 01' dona.tioDB randel'8d.

OontrlbuttOJls or ilonatloJ18, IDo1ud11lg oash,
Pl'Operty, and Bel'1110es,made by the o1'8'8.11i-
IIAtion, r8g&1'41e88of the 1'801plot, al'8 unal-
10wab1e.
b. Don&teti 881'\010BSreoll1ved;
(1) Don.,ter1 01' Volunte81' servloes ma.y be

forullbed to an ol'ga.nlsation by prof8Bslou&)
and teohn1oa.l personnel, oonsultants. 8.11d
othel' ekllled and unsJdlled Jabor. The value
of tbese aervioes 1s not re1mbU1'Bable eitl18J'
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llII a dlreot or indlreot 008t. However, the
value of dOD&ted ISl'vloel may be lleed to
meet ooat ebartna' or matohtn&' requlremente
In 8.lIOOrda.uoewit.h t.he OommoD Rule.

(II)The value of donated aeryioea utntled ID
the )lllrtormanoe oC 8. dlreot Dolt aotivlty
•ball, wben material In amount., be oonBid-
ared lD Yie determination oC the non-pronto
01'PJ1IRtlon'8 Indlreot; coata or ratell) and,
aooordlnrly, lhall be aJlooat.e4 a propel'.
tlona.te ahara of applicable Indlreot ooats
wben the following exilt:
Ca) Tbll •••.•.i'.rate value of the aarvloee II

material:
(b) The a8rv1081 AJ'eaupported by a alrntn-

oa.ut amount of tlle Indlreot costs Inourred
by the Don-prOOt orraniAtion: Uld
(clThe direot COlt aotivlw i8 not PIl1'.ued

primarily tor the benefit of the Federal .Gov-
ernment.
(3) In thoee Inltan08B where there 18 no

blUliBfor determining the lab market valile
of the Bervio81 rendered, the reolpient and
the oognlsut age;noy shan Degotiate an lop·
proprlate alloo&tton of indirect colt to the
B8rvi088.
(4) Where donated aervl088 dlreotly bmeflt

a projeDt .uPJlQl't8d by an awa.rd, the Indireot
oeste &1loOlotedto the nrvloee will be OODIlld-.
ered &II a. part of the total oolts oC the
projeot. Silch indireot OOBteml.y be relm-
blll'81ldUDder t.lie award or Uled to meet ooat
Ihal'lnJj' or ma.toblJig ll'8qulremeDta.
(li) The v&1ue.of the dona.b.d 18rvl081 may

b~ Uled to melt colt Bha.riDl' or matabiD&' reo
Qulrements .: under conditions deaorlbed in
Seotioll ll1U8 of II Oll'll. part lUll (OMB 01r-
01111.1' A-1l0). Where donated 8a1'v108la.re
treated •.• indireot ooats, Indirect ooat rat ••
wlll separate $a value 01 tlle donatiolll 10
that reimbursement will not be made.
e, Donated I'oodll or apace. 0) Donated

I'oods: I.e., expendable pel'lO)lal JIl'operwlaup-
pit •• , and donated llIe DC epaoe may be fur-
nilhed to a. nOD-profit orp.DiBa.tl.on. The
value of the 1'0048 and 8pa08 II not 1'81mbul'a-
•.ble either lUI•. direot or indireot OOIt.
(2) The value ot t'I1e donatlolll may ba ueed

to meet 001t. lIba.r1nr or matohl.nr 8h&re re-
quirements under the conditloDB deaorlbed in
2 ClJ'R part US (OUB Oirollla.r A-llO). Where
donations a.re treated &B indirect oOBt8.Indi-
reot. ooat rates will .eparate the va.lue ot the
donations BOth •.t re1mburaement will DOt be
made.
13. lllmployee morale, he&1th, and welfare

DOsts.
••• '!'he 008ts of employee iJlformatlon pub·

lioations, health 01' flret-a.1d oliDiOB aDdior
intlrm •.rle., reorea.tional activitIes, em-
ployee oouneellnr servlO88, a.n4 any other ex-
))BDBeahlourred In a.ooordllll.oe wi th the 1l0D-
profit o1'l'&Di&•.tion'l ast&b11ehed praotloa or
oustom COl'the improvement of worklnl' eea-
dltiODS. employer-employee relations, em-
ploYeB morale, and employee performa.:n08
.a.re allowa.ble.

ATTACHMENT: •••••_E "..._.
PAGE ._.l~...OF .•:?f.I PAGES

PI. 230, App. B'

b. 8110h ooate will be aqultably apportioned
to all aoth1tlel 01 the Don-profit or•.••nlsa-
tlon. Inoome pn81'8.1;td trom a.ny of tbeBe ao·
tlvlti8ll will be credited to the COlt thereof
unless auob Inoome hall bem Irrevooably Bet
over to emplo),ee welCl1'eorga.DlsatlOD8.
14. Bntarta.1Dment OOlts. Ooats or el1ter-

talnment. Inolud1nr &maeement, dlvermon,
aDd 8001&1activitiel and aD)' 008t8 dlreotly
...lo01a.1;td witll 8I1ob OOlt. (Illoh •.• tloketll
to IhOWI or 8ports BYeDtI, meal., lodglnr,
renta.la, tranlporta.t1on, a.nd rra'l1ltlea) 1I.l'B
unallowable.

lli. IDquipment and other ol\,plt&1 upeDdl-
tllree.
•. Jl'or purpoaes of thil lobpararr ••ph, the

followlnJj' dettnltloDB a))lll,:
(1) "Oa.pltaJ Jllx)lBDdlturee" meaDB expendl·

lalrea for the aoqllteitlon OOBtof oapltal u-
Bets (eqUlpmmt, bulldlnl'll; land), or axPBDdl·
t01'8l to ma.ke lmJ)1'ovemel1ts to oapltal al·
eets that m ••terlally inoraase their va.lu. or
oeeflll lIf.. Acquisition OOlt m8&DI the 008t
of the aaeet inolud1nJj' the OOlLtto Jl\1t It 1D
place. AoquielttOD ooat for equipment, for ex-
a.mple. meanB 1IIIenet invoioe prlOB of the
eql11pment, inoll1dinJj' tbe ooat of a.ny modi·
ficatloDS, att&omente, &008eeo088, or ••axil-
lary appa.ratua ne0811111'3'to make It uaa.bJe
for the lIurpoaB for wbloh 1t 18 &OQulre4.An-
olllan>' obargee, 811C1h as ta.xBB, duty, proteo·
tive IJI trUlBit 1DB~, treicht, aDd IDBtal-
latlon ma.:v·be lnolu4ed in, or exo1uded trotn
tbe &OCIulalblonoOlt In aooor4&Doe ~th the
non·pro11t orga.)llu.tlon 'a rqular ••ooountinr
P1'&Otl088. '
(ll) ":lDqulpmmt" m8U18 a.n artlole of nOD-

exPendable, ta1l8lble ]l81'IOnll proJ)81'ty hay·
inl' a. ull81'ul life of more tban one yea.r a.nd
a.u aOquiBitlOD COBt wblch equal. or exoeeda
the lelller of the 0QIta.1111ot10Dlevel eetab-
lIehed by the 110n-pro11t olPDillot10n Cor 0-
DNJola1 ~eDt ]lnrpolea, or SllOOO.
(8) "Spacial ]ll1rpo.. eQulPmel1t" me&D8

equipment which 11 ua.d onl)r tor r ••• a.r01l,
med1o&l, 10ieDtIOo, or other technical aotlvl-
tlee. DxamplBl of lB)l801alPI1r]1088 equlpmmt
inolude mlO1'oloopee, X-5Y ma.ohln8a, Bur-
gioa.llnBtrum8I1ts, &I:Idspeotrometel'l.

(f) "General purpOle equipment" IDe&nS
equipment, whlob IIDOt1Im1ted to raaearoh,
medlo&l, Boientt.f1o or other teobnioal &Otlvl-
ties. Examples Inolude cmoe equlpmmt and
furnlabinp, madlllar OmOllB, telephone net-
worke, iJlformatloD technology equipment
and lJ'BtemB, all' conditioning equlpmeDt, re·
p1'OduotloD and priDtinr equiPment, &lid
motor vehlol.s.
b. The followinl' rilles of &llowa.btIIW ehall

a.pply to eqnlpmmt. and other oa.p1ta.1 ex·
pBDditu1'88:
(1) Claplt••1 eX)llndttlU'tlB Cor •.•neral pur·

po., aqUlpmeDt, bll1ld1np, a.nd led a.re un&1-
lo_ble •• d1ll'8ot Oh~81, exoept where ap-
proved in ,!-dva.noeby the awa.rdln •. a•.enoy .
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(2) Oapital lIX.Pendfture. fOJ'8Jleoia.1JlUl'.POIB
eQl11pment are allowable III 41reot OOlta. pro·
vided thlLt lteml with •. IUI1t DOlt DC S6000 or
more hll.ve ille prJor /l.llllroval or the •.wlol'dillll'
&g81l0y.
(8) Oapital 8XJIendftul'8ll for lm)l1'OVements

to 111.114.bl111d1np. or equipment which ma.te·
rially 1__ thell' value OJ'uaeml 11fe ara
1IJlallow&ble &81\ 4I1'8ot ooat exoept Wltb the
prior lLP.PfOValat the •.war4blr "inDY.
(4) When approved III •. .41reot oharl'ellUl'llU'

ant to parapa.pb :U.b.(l). (2). an4 (8) •.bove.
oa.pJtaI expendtture8 will be lIbara'ed In the
plll'1od In whJah tbe lIX.PaDdftl1l'818 lnourred,
or as oliberwl.. detenniDed a,ppro]IIi •.te by
II.1IdnBl'ot1Uell wJa ae •.warding a.pnoy.
(6) Dqll1pmmt ud oliher oapital expendf·

1;ll1'88a.re 1U1a.!.lowableIlIlndfreot DOlts. Bo.•••..
ever, Bee'])8.I'681'&ph11••Dapreoll.tlon .ad lUll
a.1l0Wa.Doe.or this /l.JlPIUldixtor rnl_ on tbe
aJlowabJl1ty DC UBe aJIO\\'II.1I088or d.])1'Boi~
tlon on bn11dlnrB. lllUl1tal tmpl.'ov.menta. II.1Id
eQI11PDl8JIt.Allo. aee ~ll8'r&ph til.. Rental
ooste or bl111dlnp II.1Idaqll1pment. of, tbt8 "p-
pendix for ~ •• on tbe aJlowa.blllty ot 1'8D~
oolts for lUll\. bUlldlnp. a.nd eql11pment. •
(8) '!'he lUlI.1Dorttzed portion of II.1IYequiP-

ment wrltttm off •.••. reault or a. llhDge m
oapl.taI1Ba.tlon levele m~ be raoovered by
oontlnulnr to ola.1m the otherwiae a.1low•.ble
use &llOWIl.1lOl/l;OJ'depreDlatJon on the elll11p-
ment, or by' amOl1ilslJl&'the &mount to be
writtell oft over a period or yeara nel'oti •.ted
witb t1le oopiH,nt agenoy •
. 1e; Fin88l1.11dpenaJtlee. Coats otfl,Il8ll IlJld
lIenaJtlea ruultinr from vlolatJona of. or
ta.1l1U'llof the org&n1Bation to oomply with
FederaJ. State. md 100al la.WI a.nd reiula-
tiona a.re UIIa.Dowallle ex08JIt when lncnm'fld
as a. reBUlt. of oompllll.1loe wltb apeo11lo :pron·
alona of lUI,toward or lnatruotlons iD writ.lnr
:from the -ardlnr •.•.enily.n. Fund ra.1at1l1'a.nd lnYBatment. man •.•.•..
meDt DOlta. a. Colta ot orp.lI1IIlld tund ra1a·
lnl'. lnoJnd1nr 1lnI.1lDlel oampa.1I'J1&,endow·
mut /lrIves, aollo1ta.t1on of g11'ts a.nd be-
q11eeta. and atmUar exp8D8U illourred Bole1;v
to mie8 oa.pltal or .0bta.1n oODtrJbutJona are
unallowable.
b. OOBts of Investment. oounae1 &lid .t&tt

&nd a1mtlar e;KJl8ll888lI1OUrl.·edBolely to en-
ha.noe lnDOmefrom ilIvulimenta IIJ'81IJlaJlo'll"
ablB.
o. 1I'1IJldrQ8lng a.nd lnn8went aotlv.Uilu

shaJI be a.11oor.tedlUI a.pproprlate share of in·
dlreot DDBtIlunder the oondltions dBBorIbed
In aub)Nlo1'lllra,pll:B,8 or APPendix A liD Ilhia'
:pa.rt.
18. Ga.1UBIIllcl1088BBon depreolable II.BBeta.

a, (1) Galne •.lid IOBB88on ea.18.retirement. or
othel' df8}1011it1onof depreolable propBrty
aha.)) be Inoluded In the year In whloh j;bey
OOOlU'&8 oradlt& 01' Dharpa to DOat "'DUP-
Inl'(8) III whloh t.be depreoia.t1on •.pplJOI.ble to
BUoh proPBrty '11'1.8lnoludBd. The tunol,nt of
the ga.1n or 1088,to be inolud8d ILSII.oredft or
ohul'B to the II.PPI·oprla.t.eooat grouplng(8)
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abell be the dffferenoe be~W8811the lI!Ilonnt
real~ 011 the property II.1ld the
unde:praola.t.ed baa1Bof tbe proJI811iy.
(I) Ga.1DImel 108888 on the dJepoeltion of

depreolable ])1'Operty shaJl not be reoop1sad
as" separate Dra41t or ohal'll'e'Under the fol·
loWing oondlt1ona:

c •. ) T:helra.in Dr 1088 IBprooessed throUl'h 8.
depreoill.tJon aooount .nd Ie reneoted In the
depreoiatlon a.Dow"ble und81' pa.r&l'~ 11 of
tbt8 appendix. .
(h) 'l'he properby i6 civen In exoh&U8'e as

Jl&rt 01 the pil.l'Ohaae prioe of a 1I1m111L1'item
&lid tbe gain or 1088 18 t.uen lnto aoooant in
de1iarminlnr libe depreoia.tlOll ooat bule of
the new item, '
(0) A 1088 results from the fll.Uure to maiD·

ta.1n p.rmluibls lnaura.noe, exoept as other·
wille provided in para,rreJlh li2 of this appen-
dfx. ,
(d) Oompenea.tlon for tbe usa of the prop-

erty W1.8provided t.broUl'h 1I8e aJlowanoe8 In
11Buor depreol •.tlon 1JIaoool'da.n08 WIth pa.t••.•
~ D of thle appendb:.
(e) GaUls I.IId 1_ IrlBiDt from ma.ae or

extraord1nary i&lea, retlremtmt6, or other
dfapoeltlona Bba.ll be oonalderec1 on -. oa&e-by.
D&88'bMia.
h. Ga.1ne or loee8. 01 a.D3'_tura arleing

from thD ea.le or .xohlL1lP of ])1'Opert:r other
tba.1I tbe property oovered in Bubparagra.ph a.
aha.ll be exoludetlin DOmputlnl' •.ward oOBts.
lB. Goods, or aervl081 for personal U8e.

Coata of goods or aervioes for P,l'IlOnaJ ule of
tha orpn1aatiOll'a einplo;reea are una.Dow-
able rel'lL1'd1eBSof wheth81' the llDBt Ie rll-
poJ'ted as taxable inoome to the eJIIJlIo;v8116.
10. BOIUIJnr Ind JIlIl'IlODaJ.11v1Dt'expeDllu .•..

OOBtliot hoDBlnr (6., •• depreolatlon, ma.1nte-
JlllJloe. utilities, 1lIrn1sh1ngB. 1'8Dt, eto.).
bOusJD8' aJlOWlL1lOBB~ l*8onaJ 11vln8' ex·
PIUes forlof tbe orp.niu.tJon'a offioers e.re
unaJlowable a.e n1D1'B benef1t. or iDdtreot
oosts l'8prdlen of wh.ther the DOllt Ie re-
ported III ta.x•.ble inoome to the 8JII)l10yeas.
Theel oosts are aJlowable All d1reot. ooelils to
8]lonaored award whan neomai'y for the per-
formanoe of the lponao1'8d •.ward and "p-
proved by awa1'l1inl' •.•.anolu.
b. 'l'he term "olf1osre"lnoludes Durrant and

Jl&Btotl:loere &lid employees.
21. Idle laoiUtl811 aud Idle OI.pa.o1ty. 8.. AS

UB8dIn t1ll8 leotlon the followJnr terms hawe
the meanJII&'8 •• t fortb below:
(1) "lI'aoil1t1u" melL1lll Iud lL1lelbuildings

Dr any portloll thereof, equipment individ.
1I&\Jyor oolleotlvely. or a.ny other tangible
oa.pJtaJ lLSeet. Whel'8Vef loo/l.ted. a.nd whetbel'
owned or leued ):ly the nDD·prollt orgama-
tloo. '
(2) "Idle 1'ao111t1811"me&llll oompletely ,lIn-

und Ce.o1l1t1esthat a.re eX08U to the 1I0n-
profit orranua.tloD's oUTnnt Duds.
(8) "IlIle oa.paDlUy" rn8fl.llB the U11l18sd0110·

paolty of partielly used :Ce.ollltiss. It Is the
'dtftennoe betweeu: Tha.t ,,.hiah a fBolllty
oould aohleve uullel' 100 )leteent operatlnr
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time on 8. on••• hU't baals le88 o)lClra.tlJlB
InterrupUonB resl11Mnlr'f1'omMme lOlt fol' re-
pairs. aetuPl. llJI8a.tilfaotory ma.terlala. AJld
other normal deIa.:vB;a.ncIthe axtellt to whloh
tbe CaoiHty waB actual!:, Uled to meet de-
manda durlnl1 the acooDntlnlr peli04. A
multl-.hlrt bule should be u8ed 1t It Dan lie
shown tha.t lihia amouDt or uaep would llor-
ma.l1;ybe expeoted for the type of raolllty In-
volved.
(4) "Oolt of l41e Caollltl.1 or Idle oa.paoltT"

meaDS OOSH allob all malDtanuoe, repa1r.
houelnll" rent, loUd other related ooats, fl.g"
Inaura.noe, Interest, proper~ taxee Md de-
preola.tlon or l18ea.1l0WlI.IIoeB.
b. 'l'IIe ooate ot Idle Caoil1t1ea are unallow-

able exoept to tbe axtent tha.t:
(1) Tbey a.re nao88sa.r;y to maet fiuotuatloDi

In workloa.d; or
(2) AlthOUgh not ne088&a.rYto meet fillo-

tll&tlonB In workloa4, tha;y were neoeaeary
wben aoquired and a.re JlOWIdle beoaule of
obau8'81 In prOll'l'&IDreqairemeta. eriorta to
aohleve more economioaJ oper&tiollB, reor,a-
nIB&j;loll,terJDlJla.tlon, Of otber 01U11•• whiob
oonld not ha.ve been reasonablY f01'88a8D.
Under the exoeptlon stated In tblll 1I1bP&r&-
graph, DOltS of l41e C&o1Utiu are allo_ble
for a. re&8OD&ble]lerlod or time. ordlnarlly
not to exDeed one Yll&r.de)lCln41J1gon the 1111·
tlatlve ta.k81l to Illlll, leue, or dlapole or IUob
taolll tillS.
o. The costa oC Idle oapao!ty are :normal

ooate of dolur buelnels and are a. C&otor In
the normal Duo_~oJls ~tusage or .lDdlreot
008t ra1illllfrom perlod to period. 8uob OO8ta
are &llowa.ble, provided that the oa}l&Olt;v1lI
rea.80nably &ntl01pll.tad to be neoeiaart or
wu or1glnaJly realoJlable a.n4 H not lub'eot
to J'slluotlon or ellmlnation by UI8 OJIother
Federal awa.rd8•• Ilblet~, P81I$blll'.or BaJe,
In aooord&noe with 10UJId bualJl.... eee-
nomlo, or aeourlt:v Jl1'IoOti08B.Wldeaprea.d 141.
oapaclty throu8'hout aD entire ta.olllty or
amoll&'a group of uBeta having IUbllta.:ntlally
tbe lame tunotlon may be oonlld8l'ed Idle Ca·
oIUtl ••.
22. InsuraDoe lI.IIdIndemDlfioa.tio:n. a. Insur-

aaee inoludllll lllBur&Doewhtob the orp.DIz •...
tion 18 required to oa.rry, or whtoh 18 lop·
proved, unllllr the terms oC the &ward &nd
any other lllB\11'IlD.oewhiob the orga.ntE&t1on
ma.1Jlta.l,us ID oonneotlon 'WIth the genera.l
OODduot of Its op8l'&tlous. 'l'hllI )I&t&fl'&Pb
doea :not apply to Insura.n08 whlob l'eprlllleDta
fringe bll:nefl.ta for employees (S88 8ub]l&r&·
gra.phs 8.g anci8.l(2) of this ap]l8Jldlx).
(1) Ooata of lDaura:nDBrequJred or approved.

&JIdma.lntalDed, pureuant to the a.ward are
allowa.ble.
(2) Oolta of other IDlura.noe ma.lDta.lned by

the 01'la.nlution lD OODDlottonwith the geD·
81'&)oonduot of Ita 0S/Bratlon8 a.re allowable
Illbjeot to the folloJVlng limitations:
Ca)Types and extent of oover&l1eIIbi.ll bllin

aooordanoe with 80UDdblle!ne88 praotloe and
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tile rates and P1'emillms &hall be rell8ona.bls
IInder the olroumatAnoea.
(b) Oosta &lIOW8dtor bualneaa Int8l'ruptlon

or othel' similar lllBurs.noe ahal) be limite/! to
exolude oov.rage of JI\lUl&Il'ementfe••
(D) Coate of lIIl1U1'B.11Oeor or &ny provilions

for I. rHeI'VI ooverlq t.he r1llk er 10. or
dama.ge to l.I'ederal property are allowable
OJl))' to the extent that. the O1'Iranl8&tlon 18
liable Cor 8I10hlos. or da.magll.
(d) Provisions for a reeern UJldllr a seU·ln-

.uranoe prOBraJD are allow&ble to' the ext.nt
that by]llll or oover •.••e, extaDt of oovera.ge,
. ra.taa, and prem11UDBwould ba."e baen 801-
. lowed ha.d InelU'&l108been ]lW'Ohu8ll to oover
tha riaka, However, provlllion lor know,J1 01'
reaaoD&bl1 estimated 111£-IDlI1I'tt4l1ab1lttlu,
wblob do Jlot become pa.;yable for more than
one y.at" after the provlalon 18 made, ehall
not exoaed the pres8Jlt vallie 'oCthe llabl1l t)'.
(.) DOlts oC InllU'&DoeODthlll1vel ot.trllet-

eBB.omom, or other employ •• holdllig po·
IIMons of IImtla.r res]lOnllbfllties 1101'8allow-
able onlY to the extent tha.t thelnBuranoe
l'BJlJ'8IaDts &ddlt1oDaJ oompens&t1on (eee sub-
pa.ra.rr&ph 8.1(4) ot thtB appendix). The oost
of BUob lJla1l1'&JloeWhBllbIlll orpnisa.tiOJl IB
identified as the b8Jlefta1aryts UJl&11owable.
(f) I:nsun.noe •••.• lIet de1'llots. Ooate of lJ1-

surADoe wlt.h rU)lllot to IIoDY ooata Inoarred to
001'1'B0t dllfeoll8 In the or' •••• tton·B ma.te·
rial. 01'worlmlanah1p are UJlaJ1OW&ble.
(g) MedloaJ lla.biUty (malpr&Qtloe) Insur-

anoe. Medloal UabUlty lnauranoe Is &I1&110w·
able oost of Peder&! research prorra.me only
to the extent t.hat the lI'edOl'6l.raeea.roh pro;
rraJlII inVOlve humi.1l 811hjeots or tr&lnlur of
pa.rtlotpanta in r. •• a.roh teohD1qu,lI. Medioal
U&bSllty lDBur&DoeCOltaahall be treated •.••a
dlreot OO8t aad dtall be _!.rnad to lDdl-
vidual pro'llClts baaed on ~e rna.nDBr III whlob
the lnIIlrer aJ100a.tee the rllIk to the popa·
l&tlon ooveredby the1Jllur&Doe •.
(8) .Aotual 1088el whlob oould ha.ve been

oovered by perrnllIII1b1e WI1r&Doe (tbrol1ll'll
the JII1I'Ohaaeof lnB1U'&1I08or •. eelf·lnaut'anoe
pron-am) &re unaJlowable 1Ull_ eX])r8lsly
provided tor In the a.watli, exoept:
Ca) 00st8 IJlourred beoalUle of 10lallll not

oovers/! uOOe1'DOmina.! dsduotible in8uranoe
oovera.ge provided 111keeping wi t.h sound
bUIIJle. pmotioe a.re aJlowa.ble. .
(b) Mlnor 10llllllllnot oovered by lnBurUl08,

liUob as QOilace. bre&kalre. alld 4111&Jl]lea.r-
&DoeoC supplies. whiDh ODourlD the ordiJl&J')'
ooll1'8e of OPBl'a.~0D8.are allowable.
b. Ind8Dl1ll1'loa.tlon Inoludlll leourlDg the

orta.nila'1on a.pl.llBt II•.blll~88 to third per-
IODSaad a.ny other 1_ or da.mage, not oom-
peJlBa.ted by iDJura:noe or otherwi ••• The Fed·
era.I GovernmeDt ta obltra.ted to lDd.m.DlfY
the 01'lwI&tlon onl)' to the Illltant expressly
provided 1Jl tbe ••ward.
23. IDtere8t. a. Ooata illollrred tor lDtereat

OD borrowed oaplta.1,ternpora.ry 1U18of en-
dowment funde. or th8 U89 of the Don·profit
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ol'gwsatIOJl'. ow» fQndll, however rep.
reslIJIted, are UDallowable. However, tnt.erBBt
on debt tnouJ,TeO a.ner September 29,1886 to
a.oQwre or replaoe oa]llte.l aBSllti (1noludl»ir
renovatloJls, aJterattimll, equlpme:nt. land.
and oap,ltal &8IIets aoqllh'ed throUl'h oap,ltal
leulIII), Boqull'lld att;er 811ptember ll9. 1"5 &Ild
used In IIllJ1Port of Federal awards 18 anow·
a.ble, provided that:

(1) 11'or la0111ti811 aoqDiBltlons (e:i:oltIiUng
renova.tiona lUld alt.era.tlona) l108UJlg over $10
mUlloD whll1'8 libe Fedel.'a1 Govenunent'. l'B-
1mbursement Is expeoted to equaJ OJ' e1:088d
40 pel'08Dt of lUl a..et's ooat. $be DOD-profit·
prpnfsation Prsjla.r8ll, prlor to the a.oqu1s1.
tion or replacement of the OII.J)1taJ aaset(J) •••
justtfioatloD tba.t dsmonalir&teJ the need tor
the fa01l1'Y in the oonduot of federally·sJlDn·
BOred 8.OttVltlea. UPDD rBQU88$.the needs JUB-
tlfioa.tton must be provided to the Fe4er&1
&Benoy with' oo.t oogJU8an08 authorlty &8 a
prereqn1ll1te to the oontlDued alJow&bU1liYoC
tntereat 011 debt and diJlreo1••t1on related to
the fa.oil1ty. The n'e.dB juatlfloatiol,l for the
a.oqulsltiOD ot •• fao1l1ty .bol21d tnolude. at a
mIDImum. the following;
(a.) A .t&temllJlt or JIUl'PDD and juattfla&-

ttOl,l for fa.oll1ty a.oQu1J1t1onor rQllao8ment.
(b) A ltatement as to wb:v ournnt fa.oill·

ties art not adequate. .
(0) A It&tement of pl&lU1ed futuro ule of

the CaoiUW.
(d) A deell1'1ptlon or the fbl&11ll1ng &Bree·

ment to be err&Ilged tor the fao1llty.
(e) A Bumma.ry of the bWldinlr oontr8.Ot

with BBtim••ted coat information and ota.te·
ment of souroe and nee of fUDds.

(f) A eohedllle of p)&nned OOOUP&1107da.te~,
(I) 11'01'lao1l1t11l11DOlltInr over 1500,000. the

nDD"]lrollt orp.uiu.tlon prepa.rea, prior to the
aoqull1t1DJ1 or l'8pla.oement of the t&,oUlty, 11
18&8e1,purobue &1I&1yl1.tn lI.!IlIOl'd&Doewith
the provisloDs of If 111&.30throrIgh. 216,8'1 of 2
OFR 216 (Ollfll 01roular A-ll0), whlOb 8ho1'll
that a. fin&llo.4 purohase or oap,ltal Jeeae I,
leu oo.tty to the ql'1&l1lutdon thaD other
1eall»g alternatlvel, ODa Det Pl'88BDt value
buls. D~QolUlt ra.tea u-ed lIlIou1d be eQu&1to
the non-proftt ol'pn1u.tIOl1'. uttoipated 1n-
te1'88t rates u4 ehou1d be no h11'her thu the
fair ma.rint 1'''~8 &vall&bl8 to the Dou-profit
organlla1;lon from lUl UDrelated (••••t'DI·,
lugth") llh1rl'l"iJR.1'ty. The le8881pU1'ohu8
analyals ehall tnolude a. oompa.rlBOn of the
net present value of the proJeoted total OOBt
oomparisoDs of both alt8matlve8 OV81'the pe-
riod libe •• est 18 expeotel1 to be need by the
lion-profit organl_tlon. The oost oompa.r.l-
BODSBBSooluell with plll'Dh8ll1nr th.B Iao11lty
Bhall Inolnde the IIIItlmated purOO88e prioe,
II11tlo1pated oPll1'8.tIng and ma.lnteDa11oe 00lt8
(inoludlDl' propel'W taxes. if appJ1oa.ble) not
Inoluded III the debt fin&Dolug, ItIIlB&.II:\'utl-
ma.ted I\Illlt lIalvage v~\1e at the end of the
Jleriod doflllJd a.bove. The ooet oomp ••rison
for a oapltel lease shall IDolude tbe eatt·
mated tabl Ieue p•.yments, •.uy 8JtI~ated
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bart:a.1n pU1'Ohale option. o:P8ra.ting and
ma.lntenaD08 DD8ts.ud tuBS not Inoluded "In
the ca.p,lta.l leaslng arrangement, leBS any 8B-
t1mated orlldltll due under the leue at the
end of the 1I81'1oddefined above. ProJeoted
opera.tlnr leall8 OOliteIIllall be butt! on the
I.1ltla:lp•.ted oOlt olleasIDg oomparable Iao11I·
ttel ••t fAir ma.rket r ••w UDder I'81ltaJ &lrl'ee-
menta that would be renewed 01' realtab·
Jiahlld OV81' the pariod de1tned above. and any
expeoted ma.l1ltenan08 OOlite ud allowable
property taxes to be bome by the nOll·profit
o1'8'lo1l1Iatlond1relltly or as pa.r~ of the le&88
a.r.ran&'ement.
(8) The actual Intlll.'88t OOB~claimed 1&

predloa.ted \1]XlD Intere.t rates t;bat are no
hlPer thaD the tall' ma.rDt rate avaiJa.ble to
the DOD-profit org&n18atlon from &11unre-
lated ("arm'B length") Wrd pa.rty,
(4) IDv88tment earntnp, lnolndlDB interest

luDOm8, on bond or lolUl prlnojpal, pendinlr
payment of the oonStruotioD OJ' &oquls1t1on
DOats, ••re nled to offllet allowable Interest
ooat. Arbltrap earnblp rel101-table to the In-
ternal Revenue 8erV1oe &1'8 not required to
be otf8et &Batnst allowable IntB1'88t ocilte.

(/I) Relmburaamentli are limited to Ube
least oostly aJ.ternattve bultl on the tota.l
DOBt 831a.lY1I1arequired undir subPa.ralrra.Ph
D.b. of thI& appendIX. For namp1e, it an op-
_tiDg 1_ Iedet.ermlned ta be le88 ooet1y
tb831 purohaa1nr \llrol1lrb debt1ln&Ilo1ng.
then re1mburaemll1lt III Ilmitel1 to the
amount determined·1i 1••.ltnr had been uaed:
In all oaallll'where •. leasa/pU1'ollaae analYlli8
ia perlormed, 1I'eder&1reimblJl'lBment 111all
be b&8lld upon the least npenelve alter-
Dative.
(8) NOD-profit orranlsatlona a.rs alllo Bllb·

;leot to the followtnr oondlt.fonl:
. Ca) Intereat on debt tnourred to 1ln&IIoe 01'
reI1na.no8 11888\11aoquir.d. blifore or re8.O·
qll1l'8d a.1'IierSeptember 29. 19116, Ie DOt allow-
ab~. .
(b) Intereet attr1buta.bla to fully depre-

ola.tld sBletile UDa.llows.ble.
(0) 11'01' debt; 1\l'1'1L1IB8mll11\11oval' .n m11l1Dll,

uDleae the DOD-profit Ol'f&I1IBa.tlonmues &11
1uftlal Bqutty oonSrlbution to the IIlI8Btpur-
OOll8eDr 16 peroeDt or mo)'o, non·profit 01oga.-
ntsa.t1ons shall reduoe olaime lor tnte1'llIIt IIX·
PBDBebY' an amoUDt equa.1 to imPllted tnter·
est elJ.'Il1nlfs on eX081l11oub Dow, which III to
be oaloula.ted as follows. A1lDua.1ly,non-prot·
1t lI1'8'&DIBaliloDB8ball Pl'Bpa.re a oumula.ttve
(fl'Om the lD08ptlDJ1 of the proJeot) report er
monthlv ow DOWBbba.t Inoludel inflowl and
ontOowa, l'QarcllBBB of thll l1D1d1nr souroe.
Inflows ooDlllst of depreolatlon expenee. Nn-
orWu.tloD .of oapltallled oOnBtruotloJl inter-
eet, a.nd l\DIIual tnterest expeDBe. 11'01'oub
Dow oa.1ouJa.ttons, the a.nnuaJ infloW firUr8B
shall be divided 1>3'the Do.mber of montbs tn
the year (ueil.elly 13) \;bali the building 18 in
88rvloe lor monthly lIIIJOUDtII.OllttloWII eon-
Milt of initial equ1ty oontl'Jbutiona; debt
pl'lnolpa.I payments (1MB the pro l'Ata sbai.'8
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attributable to the ullallowable oosts of
1&lId)and Interest pa.:vment8. Wbere oumu·
Ia.ttve Inflow. exoeed oumulat.lve outnows.
Interest lhall be oaloulated on the mt08BB
InnOWBlor tha.t period •.nd be treated ••• a re~
duotlon t.o a.llowablB Interest expenlD. The
ra.te of Interest to be llled to OOIDlluteearn·
IDIlI on eX088BllBIh now. Iha.n be the three
month Tr,UlU\l' BID ol081nll' ra.te ••• of &he
lut bIllln ••• dlQ"of that. month.
(d) Substantial relooation of ledera.lly·

IpoDlored aolltvlt.lel frOm a 1ao1llty llnanoed
by Indebtedneu. the OOlt of whIoh W&ll10d-
ad In wbole or paM libroqh Fldera.1 felm-
bur.emantl. IiO &I1other raomt:v prIor to liba
explr •.tiOJl ot a. )I8l'1odor lID :rea.ra requires no-
tloe to the Fadera.1 OOl'lltlaDt qnoy. The ex-
tan~ of the reloo •.tlon. the &IIIount of lIbe
Federa.1 pa.rttolpation In the l1ne.nolq. a.zul.
the dapreo1&tton &IldInterelt obarpd to data
may require nerotlatioD a.nellor downward
I.djuatmenta oC rep1aoe1D8Ilt sp&OIl oba.rpd to
Federa.1 progra.ma tn the fllmre.
(a) The allowabla ooata to a.oqlJhoera.ontttes

•.nd equipment a.re Itm1ted t.o •. falr m&!'ket
value a.vatlable to the non-Jl1'Otlt orPDiza.-
tlon from lIII IUIl'8I•.ted ("arm'. length")
third pmy.
b. For non-profit o1'll'aullatlons 'U~80t to

"fill) ooverage" under the Oost AOOODDtinr
Btanda.rds (OAS) ••• dallnad at 48 011'&
890U01, the Inter88t a.l10wa.bt1lt)?prOV1810Da
of Bubpa.racra.pha do not apply. IDUe •.d.
theeB or,LIllsationa' 8Jlonlored arreemnte
Me aubjeot to OAS 414 (40 on 8808.414). oo.t
of money iii &11element of tha 008t 01 ~1I-
tlea oa.pltal. &I1dOAS Co? (48 on 8903.«1'1),
oost of money ••• an element of the Oost or
oapltal ••••• ta under oonstruotton,
o. The following d.fiDltiODB &l'8to be uled

tor P\1rJlOI•• of WI )I&1'aBJ'&Jlh:
'(1) Re-aoqulred ••••e. meaaB •••• ete held b;V

~be non.protl.t orga.n1sa.tlon prior to Sep-
tember 98, 1896 that bave ap.1n oome to he
held b;V the orp2l1sa.lil.on, whether throll&'h
l'8purobaaa or refiDlIo1loinB.It d088 not 1Il-
alude &llIets aoqq1re4 to rBpJaoB oldel' •.••• ts.
(2) Inltta1 eqnlt;v oontrlblltlon mBlUl8 the

amoot or va.lue or oon1iributiona made hy
non-prol1t olYUlkattonB for the a.oqu1a1tion
of the a118etor prior to OOOllPUloyof laoW·
ties. ,
(8) A_t 008t1 means the oa.ptta.l1B&bla

oosts of LIl I._t, lnoludlnr oonstruotton
DOsts,aoquta1t1on oostl, and otber wob oostl
OI.p1tallBedIII aoooMlIo1loewith GAAP.

24,. Labor relations ooats. Costl 1Il0urred III
maintalnlll, sa.tlBfaotol7 1'ela.t1on8 between
t.ba orraDkatton &Ild Its emPlOye88, Inolud-
Inr Oost. ot labor lII&DAIr8Zl1entoommlttees.
IIDployee publlOl.ttODB,ADdother related' 1.0-
tlv11iles •.re &Ilowable.

211. Lobbying. &. Notwtthstandlll&' otber
provisIons er thIs a.]lJlendlx, OOBts••••ool•.ted
with the toliowlng aotlvltte. are ullallow·
•.ble:

Pl. 230, App. B

(1) Attempts to lnOURoe the oUtoomes of
any Federal, State, or looal eleotion. ref-
erendlUn, Inlt.latlve, or slmil&!' prooedure,
through III kind 01' oash oontrlbutlona, en-
dorsements, publlo1t:v. 01'IlmUar aotivlty:

(II) D8te.bllshlng. IUlmlDfllterlng. oontrll)-
utiDC' to. or JlIlYInr the o;peneea of II poUt.-
,oat Jl&l't:v. oam)l&irn. pollt1oal aotlon oom·
mlttee,' or other orp.nlsa.t.lon Blta.bllahed tor
~e purpoae 01 Innuenolnr the ontoomes of
e180~lone; , '
(8) Any a.ttempt to lllDuenoe: TbB IlItro4uo·

tion or Federa.) or State leai.lation; or the
enaotment 01' modlftoatlon or any 'pllndlnll'
Ped81'a1 or Sta.te )erillatioll thl'oqh commu·
nloatlon with &DY lD8m.ber or employ.. of
the Oonrreu or Ste.te ~.rlel •.ture (lnollldlnlr
efforts to Innu8Iloe SWe or looal oMoI-.ls to
enpre in Blmilar lobbJ!n, aotlvl1iY), or wi tb
a.n:r Government offtollJ or employee In een-
neotton wtt;b. •. deolslon to s1l1J1or veto ea-
roUed leglsla.tton;
(4) Any •.ttsmpt to lnDU8Doe:The IntrDduo-

tlon of Federal or State teaiBlation; or the
ena.otment 01' modlfioation of LD7 JlBDdlng
Fedaral or State lerl8latlon by praJl&l'lnIl'.
dl81a'lbutlDr or usIDr pubUol1iY or pl'Opa..
ga.nela, pr b7 ur81Dg m~b.re er the ,.ne}'al
publlo o}' "117 serment thereof to oontl'lbnte
to or pU'tlolpata In aJlYm&B8damons1a'atlon,
muoh, J'II,Uy, fllndr&lalDr dr1ve. lobbylnll'
oe.mJl&1p or letter writing or telepbone oa.m·
pall'll: or
(6) Leglsla.ttve 1I1110naotlvittes. lnoll1d1ng

attenda.noe at lertltattv. IIBelons 01' eem-
mttt.. hearlnrll. ....thertnr 1DI0rmation re-
glQ'dlng lerfal.a.tlon, &lid a.naJplng the eaeot.
o! 1811'1s1a.t1on,-when BOobaott"lti" aN 0&1'-
rled on 1D lupport of or In kno~ prepara~
tiOD for a.n effort to en •.••• In unallowable
JObhY1DB.
b. The followtnr lotivlti" &l'8 8X04pted

from the oove,..e of aub~ra.pb iii... or
this t,ppendlx:
(1) Providlnll' a. teolmioal lIo1ldIaotQa1 pres·

entatton of InCorma.tlon on a toplo 41reo1;1y
rela.ted to the performanoe of a rrut.. Don-
traot or other agreement throurh he&r1Dg
testimony, .ta.ternenta or letters to the Oon·
gress or a. Sta.te lerlllat1ll'B, or lubdlvlslon.
1I18D1blll',or Oor1llBLIltstaff member thereof,
:In r88JlOJlBBto a dooUDIented reque.t Onolud-
ing •. OoJll'l'88IIonal ReoOM not1oe rBQu88t1J1l'
teBtim01l7 or .ta.temntl for tbB record a.t •.
rerularly Bollecb~ledhearing) mlUle by the re-
otpl8llt member. le&1lllat1ve body or subdlv!-
lion, or a oorn1BLDt lta.fl' lI1ombel' thereof;
provided BUch informatton l8 rel.d117 obtain-
able a.nd 0lII\ be rea.dl17 put In dBliverable
form; a.nd further provided that ooats under
tbillaBOtion tor travel, 10d&1nr or meall are
una.llowa.ble lUll_ 1Il0l11Tlldto o"er taBtt·
lI1on7 a.t a l'88'lllar17 eohe4uled Oourresslonal
hea.rlng purmant to a wrl.tten reqnest tor
wob presentation made by the Oha.lrIDLIl,or
RankinII' Mtnoritv Member' of the Oommlttee
or Sllboomintttee oonduotlnc' auoh he&rlnll' .
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, (2) .Ally lobbyillg ma.4e W'la.llow•.ble by Bub·
)l&I'&gl'8.]lh116.&.(8) of this IP)l8lIdb: to 1nllu-
enoe State leli81ation in order to direotly re-
duoe the ooet. or to avoid materIal impa1r-
ment of the O1'81IDiJ!l.t1on·sauthority to )l8I'-
form tbe Il'lWt. llonlil:a.ot. 01' otber aIToe-
ment.
(S) Any eoUvtty apeo11loa.lly autholilled by

statute to be l1ndll1'lia.ken with !l1ndB from
tlUI grant. OODtoraot,or other ll81'8ement.
e. (1) When an orr&n1_tion leeks reim-

bursement for Indlreot OON. totel 10bb:v1n1'
OOBtsBhaJ) be 88p&1'ate1:vlC1entmlld in tile lJI~
dire'ot OOlt rate proJIOBal. and tberearter
treated ae Dlil!er UDallowable aotivtf;y oons
in aooordanoe wifib the JIl'Oo&t1ureaof 8ub-
parll8'1'&llhB.8 of Applll1d1xA to tb1e part.
(2) 0rgan1sa.t1_ Bh&JJ 8Ubmi t. as )lUI; of

the &IlDur.llJld1reot Don rate prOPOlal, a oer-
liWoatiOll bt tile requ1remente and ltaDd-
arda of lAbia pa.ragra~ have been oomlll1&t1
'witb.

(8) 0J'B'lL1l1ll8.t10DJBba.ll .I!'laint&1n adequate
reoords to damDDalirate tIlat the determina-
tion DC OON as heiDI' a.llow&b1e or una.llow-
•.ble PUl'lUUlt to pararrapb 26 oompllee with
the requ1rements oUb1B ,Amlendix.
(4) Time lOP. oalendiLra. or e1m11•.r reool'dIl

ahr.ll noli be required to be ore •.ted for pur-
p081!8 of oampl7lJli' W1th tb1lI par&II1'aph dur-
ing any partloulV oaJelldar moxath wbQn: the
employee enpgee in 10bb;y1nl' (as defined in
aubparagraphs 116,1., &Ddb. of WI •.ppencl1x)
25 PBr08Ilt or le&8 of tile employee's oom-
penaated bout'll' of emplo7JDent during that
oa.lendat· month. and wIthin the preoediDB'
five-lVear :period. the organ!.ta.tionbas Dot
matenr.lly m1Batated &llowa.ble or una.llow-
•.ble ooaliB01 auy n •.ture, ino1udfng leg:lala-
tlve lobbying 008ts, Wh.n the oonditiQDJ de-
aorlbed 1n thlIlubpa.ngra~ are met. organl-
IIlI.tiODJ&1'1 ,DO~l'aqu1red to eat&bllah reoO.rdB
to 8upport the allowabll1ty DCo1abneil OOlts
1n addition' to r800rdJ alrea.dlV required 01'
malnta.1D8d. Aleo. when tha oonditiona de-
lorlbed In Ws 8UbPU •.•.•••.]lll at'8 met. the &b-
Benoe of time lop. o&lenda.re. or 81m11ar
reoorda w111not aerve as a baBla for me-
&llow.\Dg ooat8 by oontBBtinr ealiimates of
}obb:v1ni time apent by employaes during a.
oa.lenilar mouth. .
(6) Agello1ee Bh&ll ellta!l11sh ProoedU1'es fOl'

reeolving in adva.noe. III oon8u1tauOD with
OMB. a.ny airJlll1cut Questions 01' diaa.gree-'
menta oonoernlnr the interpretation 01' a.p-
plioatlon of pa,l••.•.rapb 25• .Ally auah adva.noe
resolu~on Iha.ll be blndinl" In any lub8ltquent
Bettlements, audits or inyB8t1ptlons with
raspeot to tha.t ~&Dt Dr oontraot for PIU'-
poses of intBlPJ'lltation 01 thl. ApPendix; pro-
vided. however, that tbl$ IIha.lI not be oon-
strnad to prevent 1\ oontraotor or grllo1ltee
(rom oonteatiDg the lawtulnells of Blloll •. de-
termlDatloD..
d. lIlxoou"ve lobbytng oostl. Ooete mourl'8d

1n at;temptlng to Improperl)' InDuBnD8 either
direotly or lJIdlreotly. an employee 01' o1'fioer

2 CFRCh, II (1-1-09 EdItion)

, of the Exeoutive Branoh DC the Fedel'8.1 Gov-
ernment to live oonaIileratioll or to aot l'e-
gar(\ill8' •. apoDBored r.gr8emant 01' a re&'D-
latory m •.tter at'8 unallowable. ]mproper in-
fluanoo m8&n8 any inOuenoe t;h•.t mduoell Dr
tendB to induoe to J'eder&l employee 01' oinoer
to gtve oOll8ldllr•.tlon or to eot rep.l'dlng a
Illderall;v-aponsOI'8d agreement or l'egulatol'lV
matter on lL1lYbasta othBr thlL1lthe merltll of
th.m •.tter.
28. LDB881lon other apoDBond agrlllmlentll

or ormliraots. AD;y llXOeeaof ooats over In-
oo}JIe on any •.ward 1$ Qn4l-ll0wable as •• OOBt
of &1lYothBl' award, This inoludB8, Init IB not
Ilmitad to, tha organiatlon's oODtrlbuted
;porblon b;v reUOJl of 0011; ahar.Inr ecreemBnte .
or a.ny under-reoonriee throu&i! :negotiation
of lump 8um8 for, Dr oe1l1Ilga on. 1DcI1reot
00Bta. I

2'1. Mabltena.noe a.nd repair OOlba, 00. in-
Ol11'I'edtor neDB88a.rymalntenanoe, repair, or
u;pkeap of bu1ld1nra and eqU!Pment (includ-
ing )'ede1'al property weBB otherwise pro-
vided· for) ",hloh neither aCId to the parma-
Dent value of the JIl'OpBl"tynor "ppreolably
prolODB'ite intended l1fa. but keep it 1n a.n 8f-
1'101ant operating oondltlon, are allowable.
Ooats inourred for Improvements wh10b add
to the perma.nant value of the b~cI1:ng8 Uld
eQuip:nient or &pprlolabl;y prolong tbeir in-
tended life abr.ll be tre •.ted as oaplta.l ex-
penditures (1M ]l&l'&B'rapb16 of this appen-
dix).
28. :t4a.terla.Ja and auppllee oosta, a. OOlltll

InDUrred for material.. lappliee. and tab-
noated parts neDB8llary to CIat'1'lV out a Fed-
ll1'iLlaward ue allowable •
b. PQl'Ohll88d ma.terlBla ·a.nd 81l1;lpll_ IIba.ll

be oba.rpd •.t the1r "Otua.llll'1088, n.t of a.p..
pl1oa.ble oredtte. Wl11bdrawBla bom •.enera.]
Itlll'llll 01' atookl'oDDlB Ibould be ollarred l!ot
thm aotua.] Jlet OOlt lUlder an;v r80oa:n1Bed
met;hod of prJo1DI' inventory WithdraWa.]a.'
oODBlatently IQIplied.· moominr tranepor-
tation oharra. ""'8 a JD'OJl8l'part of materla.lll
ILDdIIllJlpU- OOltl.
e. Only materials and suppll8ll aotually

uleil lor the perCormlL1loo01 a lI'edei'BJ. award
may be oharretl as dil'8Ol;oosta.
d. Wh'l'e fadera.lly-dODated 01' w'Il1I!l1Bd

matariBla ~. llBed in perCormlng the J'atlera.l
"w&1'd. Bliah materlBla will be used wttbout
oharge.

119. MastiDp IlUd oOllfe1'en088. Ooats of
meetlnrs and oonlBl'8DOee, the prima.r;y :pur-
pose of wblah 18 the dl••• minatlon of t.ob-
D1o&l inf01'Jllllotlon.a.re a.llowabls. ThiB in-
oludee DOlts 01 meals, tl'8.DBporta.tlon, l'enta.l
of fao1lltiea, 8Jl8U81'8' f•••• and other Items
inoldental to euob maetlng, or oonfereDoea.
Bllt see paragrapbB It •• JIIIltar\a.lnmant 0081;$.
..nd 83•• Partlo1pant support OOIts o! thi8 ap-
pendix.
80. Meml$erllhlps. lIubaOr1ptlODB.a.nd Pl'ofeB-

slonal aotivlt)' 008te. •.• Ooate of tha nOD-
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profit orBanlzatlon·. membership In bll8l·
n88l. teohnloal.. anll profllulona.t 01'1'&1111"·
blona are allowable.
b, Ooe. ot the non-Jll'oftt ol'l'anlmt.lon·s

lubaorlptlona to buIlD •••• ·prol'8ulon ••l, and
teohnloal perl04101.1eare 1.110",able.
0, Coate of membel'8hlp In an7 olvlo or

oommulIlliY orp.nlJ&tlon ar.e allowable With
prior /I.llPl'DY&I.by lfedll1'&l.oDlI'nlll&llt&l'enoy.
Il. OoIW at membersblp In aD1 OOlll1t.r7olub

01' aODIa.!or dininB olab or orBanlllation are
llna.llowahle.
31. Ol'B&l1lJ&ll1onooata. lIIxpllndltar88. auoh

I.Il in001'J)Ol'I.tilODfelll. broke1'8' rlleB. flllll to .
promoters. orra.nile1'll or ma.naremBnt eon-
sult&l1te, Attornll18. AOOOI1DtAl1te.01' lnv •••.
ment DOUDle101'8.whether or not empI018/l.
of lale arpnls ••tlllJl. In oonneotlon With lIB-
tabl1ahment. or reOl'l'P1Ulon or an 01'B&l11-
Batton, ara nna.llawahle exoept with prior all-
prova.!.of the I.warcllnll ag.noy.
82. PloI/e ohlol'lflll In prol'8a810nal JOl11'na.!e.

PIoI/8 oharr88 lar prof8llBlona.! JOIUlla.!publl-
oati0118 are allowable aB •• ne0888&1'1Pl.l't of
reaal.l'o11ooate. where: .
a.. The r88aa.roh papers report work lUll-

ported by the lI'e481'&1Government; and
b, The ollarru Ilo1'8 lavled \mp&rt1ally on 8.11

reaearoh pa.pere publlllhed b7 the 'Ol11'Dal.
whether or not by federa.ll;Y-IJI(l1I8ored au-
thors. .
as, Pa.rtlo1pant lupport ooata. Partlolpant

IUpport 001. aro' 41reot 001'1 for l11emB1111011
all Btlpenlle or 8l1bll1lteJ1oeaJ)owan088. traval
8.110W&11088.a.nd rertnra.tlon fell pa.1d to or
on behalf of J)I.l'tlolPlLl1taor tralneeB (but not
employeu) In ollJllleotion wIth mutlnp,
oonlerenllllli. aymp08la. or lIrI.lninr projeollB,
Thilae OOlta are allowable with lale prlar lop·
provl.1 of the A"'I.l'd1nr &I/8ll07.
lit. Patent ooata. a.. The (ollowln&, ooata reo

latlnr to patent Nld oop:vrilrht Mattera are
8.110wable: OOlt of P1'epl.l'lnr dl8Olollll'8ll, re-
porta. and. othllr doOlUl1llnmrequired by the
]Pederal award and or BB&t'Ohtnr thI art to
the extent ne088Bll.1'Yto make auoh dl8Ol0·
Bur88; oost oCpraparlllC dooam.nta a.nd &l1Y
other patent OOBtatn oonneoll1on wIth tha fl.1-
tnr a.nd proaeoulilon of a United Stat88 pa •.
ent .&:pplioatlonwberIlll1tle or ro7alt;y-floee Ii·
oenae is requirad by the li'edera.1 Govermnent
to be oonveyed to the Federal Gov81'llJl1ent;
&11dr.neral 001l118ll11nrlIervt088 re1ll.tinr to
patent and oopyrlll'ht matt8l'B, BUahas adv10e
OD patent &11dOOJIyrirht laws, ragulatt0118.
olaUB88, &l1demployee &l'reem.enta (bUt lee
pa,ragrapa 3'1., ProC88aloDal &8"1088 00•• ,
&l1d44••Royaltte. &I1dother OOBt,for lUI of
pallenta and OOllyrlll'hta, of tbiB a:ppanlUX).
b. The Col1owtnc OOlta related to patant

and oOP71'lpt matter are unallowable:
(1) Coat of prepa.rlDlf ell.ololureB, reports,

and other doOum'D~ and of learohlnr tillo
a;t to the utent neollllll.l'Y t.o .make d18010-
8ar88 not reC\uir.d by the award.
(a) Ooata· lD ooilneotion with filiDr and

proleoutll1lr &l1Yforelp patent applloatlon,

Pl. 230, App. B

01' any Unlted 8ates patent applloatlon.
Where the FeIleraJ award dou not reqQire
oonveytnll' ,me or a rOYalty~frlle l108nlll to
the Federal GovB1'IJm8D.t(bl1t &8. PI.I'&Il'1'''ph
46., Ro;valtl81 ud other ooat. tor us. of pat-
enta and oopyrlrhta, or thll appendix).
8D. Plant and homelanll aBOurUiJ' ooata.

Neo1ll8&ry and rell8onab1.e eXpen888 Inourred
Cor routlnB and homel&l1d BIIOOrity to proteot.
raotlltlea. plll'8oDnel. and work prollnota ars
8.1lowa.ble, Suoh ooJlta 1IIo1ude. bnt are Dot
Umlted to. "'lII"a8 a.nd uniforms or Personnel
eDPred In 1I0I11'11;J'aotlvllllN: equipment;
barriers; oODf;~taa.l lIonrity IIGrvl088; een-
8l1Ua.nta: eto. Oa.pltaJ expendltIU'88 car home-
land and p1&11taeourltq PUl'POIH are .ubjaot
to II&l'&Ir&ph111..lDqutpmant and other oap·
ltal expeJldlllur88. of WI appandlx.
88. Pre-&l/1'IIement ooBtl!, Pre .••warll OOBta

are thOIB inourred prior to the etleotlve date
DC the award dlreotly )JU1'IIl1II.Dtto thB llligo-
tlatton and in anll1oi)Jall1oD or tho award
where JUob ooata Ilo1'8 Jle0888&l1' to oomply
with the propoeed de1ivery eohedulll or perl,od
of perCormanOll. Suah ooeta &1'8 allowable
only to the extent tha.t they would h&ve beell
8.11owab1a if mOl11'l'I4 afller the date 01 t.he
award ud only with the written approv8.1 of
the ••w&l'dtilg apnoy.
8'/. Profallalonl.1 aarvlO88 OOBta. •.• Ooate OC

prof.ntonal ud ClODIlIlte.nt lIll1'Vioea ran-
dered 117PIl1'10118who I.l'e memb8l'B DC a par-
Iitoular pr01lllll10D or PD88888•. Bpeol,,1 8ldll.
and who are not OmOll1'Bor emploY888 of t.he
Don-profit orpnicatj.Oll. Ilo1'8 a.11owab1e, 111111·
jeot to Bubpararraplle· II and 0 whllJl reuon-
t.ble in re1all1on to the aarvlOll1 randered and
whell. Jlot OOJltinpnt UPODreoovllry or the
ooata from the J'e4era.l Government. 111Addt·
tlon., lel1L1 an.d related 11I1Vlo88are Ilmtted
under par&llJ'&ph10 or WI a.ppendlx.
b. 111detmDintnr the 8.1lowablUt.y of ooete

In •• p&rllioular _. no lingle faotor or any
1IP101••t oomblnall1on of faotora 1. ne088B&r1IY
datermlna.tlve. Bawevar. the followl:D.ll lao-
tors are relevant:
(1) The flatue a.nd IIOOpeot the Rervtae 1'81\-

dllred in relation to. ~B IlIl'Vioe required.
(2) The neD8Ba1ty or oontl'&Otilng for the

8Irvloe. 001181dllr1nllthe nOD-profit arganilla-
t1on'B oapaW1Q- in the partioular a.rea..
(II) The put pa.ttern of auah OOBta,)Jl.l'tiou-

16l'ly in the yea.i's Jlrior to FedaraJ awarde.
«() The impaot of l'e4er8.1 &.w"rdl OD t.he

non-profit or&'lloJl1la.lllon'abualn88s (t.' .• what
new problema have arillln).
(6)Whether the proportIOD of Federal work

to the non-proOt Orranl_t10D'1I total bual-
l18IIBtil auob as to lnf1aenoe the non-profit Of-
. rantaatloD In favor ot illourrlDr the ooat.
partioularly when the aarvtoea randerld are
not of a oontlDuiDJr na.tura anG have lItll1e re-
latioDship to work under Pldllr ••1 C1'&1ltaand
oontraota.
(6) Whether the aervloe Dan be performed

more eOOl1omtoally by dlreot employment
l'a.ther than oonttoaob1nr.
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('1) The ql1&lifloatlonl oC libe indiv1duaJ or
oonOeJ.'Dr.Ddel'~g the 881'VJoeand the OIlS-
toma.I7 f888 charred, ea)l801aU3' on nOD-1I'ed-
eraJ a.warda.
(8) .Ad8Quaoy of the oonwaotoaJ agl'BeDlent

Cor tha aervloa (e./1., deaariptloD of the lan.-
ioe, aatlJl1Jlte of time l'BQDired, rate of OOJll-
penaatlon, and termination provlsionl).
e, III addition 110 the ta0t01'll in subpara-

Ill'8.llh 9'/.b 01 this aJ)JleI1djX,retamlll' fees to
be a.Uowab1e must be BlI1lJIOl'tedby ev1den08
er bona fid, .arvioea ava.l1a.b1e01' l'8I1-4ered

BB,PUbl1oatlOD and pr1ntlDa' oo.eta. a. PubH-
OAtiOJlooats 1nolude the ooats ot pr1ntlnr (~-
oluding the pro0888 •• or oomJlOll1tlon, plate-
maJdng, pr_ WOI'k, b1JldiDlr, anti the 'end
produots produced by IIIlCIb pro08ll8ell), dll·
trlbutlOJl, promotion, ma.1Hnr, and reu_l
handl1ne. PnbHoation DOlts alBOmalude P•••.•
ohare •• In prof8llll10nllJ.pUbllcationB. "
b. If thB8BDOsta ue not ldentlfiable with a

pa.rtl.oulu oost objeotive, the), Ihould be al·
100Ated aa hlcl1reot oosta to all blllefltblg ll.o.
tlvltiea of the nOD-profit orrantzatlon.
e. Pare oha.rgea fOl' prot888lol18J jOUI'DaJ

pubUOAtionB are allowable ae A neollll&al7
part> of l'tISea.roh ocets where:

(1) The I'lIB8al'ClhJI&P8l'I report work i"up-
ported by libe 1I'ederaJ Govel'DDleut: and
(2) The obaI..,ea are levied impartially on

All l'8sea.roh II&PIll'll publ1abad by libe joUl'Da1,
whether or not by fedaraJ1;v-spoZl8ored au-
tb01'8.
89. Rea.rranrement and altar •.tlon ooats.

OOllts inomTBd fox 0I'd1n1lol'Yor normal rear-
r8.U&'ementud BJter&tion oC fao1l1tieB are BJ-
lowable. Speoial atl'ugemlllt a:nd altlll'&tlon
ooaliillnOl1l'l'edBpeoi11oa1lyfor libo projsot u.
8Jlowable wnli tbe prior lI&I»l'ov&1of tbe
•.warding .,enay.
to. ReooDveraion ooate. Ooats inoUl'1'ed U!

libe rIlIItoratlon 01' rehabllUa.tion or tbe non-
profit orpn1l&tlon '8 faol11t11l11to appj-ox1-
m•.tely the aame oondltion exietlnr lmme·
diata1y Plior to oammenoement of Fedlll'&!
awarda, leBS OOlts related to .normal wear
ud tear, are allowable.
41. ReoruIting 00lts. a. Snb.leot to subpara.-

rra.pba tl.b, 0, and d of tbie appendix, and
provided that the sise of the staff reorU1ted
and mamtained ie m keepjng with workload
reqUirements, oosts of "help wa:nted" adver-
tising, op_tiDlr oosts of an emplOJDlent of·
fiDe neoeaaa.ry to Beoure And roa.1ntaln a.n
AdeQue.telltalf, oosts 01 opera.tl~g an aptitude
ud elluoattonaJ test1ng program, tr ••vel
OOlltaot employeas while engaged in reorutt-
mr pel'BODDel,travel OOBts01 Appl1oa.nts for
Interviews for )n'Olpeotive emplo;vmeDt, and
relocatioD oosta inourred JDoident to reorutt·
mllnt of Dew employeBll, are allowable to libe
extent tbat suob DOSts&1'8inourred pUl'BUant
to s' wBll-m&Dl.Ired reoruitment prorram.
Wh81'8 the orrantAt.lon l1Bes emp1o»ment
A,lIlloles, oosts that are ]lot in exOBlB oC
sta.nda.rd oommarol&l rates fOl' suob servioes
are a.llowAble.

f
i
j

2 CPRCh. II (1-1-09 Edition)

b. In publioAtlons, oosta of belp wanted &d-
vertJBinl' that inolud88 oolor, 1nolndes &dver-
tiBIn, ma.terJal lor otber tban recruitment
P\l1'poallll, or i8 exoewve 1n .llIe (taJdng Into
oOlll1ld_tJOD reoruitment PIU'POB811 for
wblob Intendeil and ,normal ol'l'Nlill&tlonaJ
praotiOll& ill this reapeot), 111'8 \U)a11ow&ble.
e, COlts of belp wanted &dverttBing, spaolal

emolu,ments, IriDlre benefits, a:nd IlBJary 1.1-
lowanoe. mOlll'l'8d to attraot profeaBioll&1
lle1'8onnel hom otober ~lIAtlone that do
]lot meet tbe teat or reaaonablen_ or do nbt
" oonform with the eatablJshed pri.otioea of the
orraniAlIion, are una.1)owable;
d. Where relooatlon oom 1nolU'tedinoldent

to recruitment at a Dew emj)loYee have b.en
aUowed either as an allocable direot or mdl-
reot ooat, and the Dewly hired em.pioyee ra-
algna fot: roallOIlll wlth1D his oontrol within
twelve months •.Iter baiDr btre4, tbll organl-
AtioD wID be required to refUnd or credit
euoh relocation ooets to the ll'e4ara.1 Gover.tr.~
mot.
U. 1l.elooatJon OD8ts. a. Relocation OOlts

are OOlts Ino1deut to the per.D1uent ohure
of duty r.asipmeut (Cor an 1D4e11nlte ;period
or for A It&tea pll1:,l.odof not leas than 12
monlibl) of"a:n ex1et11:1r8JIl1ll0yee 01' DJIOnre.
orullimBDt er :a nil"'" emplo)'lle. Relocation
oOlta are aJ].owable, 8ltbjeClt to the l1m1tatloD
"deaorlbed In aubpararrll,Pba G.b, 0,' a:nd d of
thls a.ppend1x, provided tbat:

(1) The move ie for the benefit of' tbe em-
ployer. . "
(2) Re1mbl1l'eement to tbe emplo),ee 111 in

aoOOl'danoe with an e&tablished wrltteJI pol-
ioy oonBiatentl;,. followed"b;v tbJl 'Qlplo;ver.
(8) The rebnbU1'llement dON Dot u:oeed the

employee'. a.otDal (or l'BUODably llstlma.ted)
~1lII. "
b. Allowable rBloOAtlon ooate for OUlTent

emplOJe •• are llmited to tbe £01l0w1ng:
" (1) The OOBtsof tra.naportatlon of the em-
plo)'ee, membBl'B of hie immediate fa.m1)y
and hi. hOl1Bebold, and PlIl'IlonaJ effeate to
the DeWlooatlon,
(ll) The ooats of 1Jnd1Dg a new bome, 8uob

&s advanoe tripe b;Vemployses and spouses to
locate lIvinr Quarters ud tamp01'ary lodging
durlnr t.he tra.DBition period. up to maxJmlUD
period of 30 dAlB, InOludlnlr advanoe t1'1p
time.
(8) 0l0lllnf ooatll, Buoh ae Ilt'Oklll'&lre, le&"BJ,

and a.ppra.iBAl fB88, ~no1dent to the disposi-
tion of tlte employee'. former home. Theae
ooata, .orethel' with those duaribed In sub-
PU&g1'a.pl1 42.b.(4) or tbJs aJlPBn~. are lim-
Ited to 8 peroent of tbe sales price of tbe em-
plOYBe'S1'ormer home. "
(4, The oontinU1D, DOets of ol\'Der&hlp of

the vaoaut Cormer home aner the Bettlement
or leue d&te 01 the' employee's Dew perroa-
nent home, Suall •.• malntenanoe of buUcHn•.•
and groundl (exolusive of fildDr up expeDses),
utilll;lea, taxel. IIDdPl'op81"l;y'iDaDranol!.
(Ii) Otllel' nBOB88&l'Ya.Dd reaaonable ex-

pen.es Jlormally Inoldent to relooa.tlon, luob

r
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aa the OOBteof Qll.lIoeUnran l1Ilexplred leABe.
dlaoonneo~n&' and l'etnata.llIn, boneebold &p.
pllanolll, and JlU1'Obaalnf 11l8uranoe ..,a11l811
1088 of or damarea to pa,.ODt.I· proJllrw, Tbe
oo.~ ot oanoaltllll' an 11Il8xpil'6d leue Ia lim·
lted to thrae time. the monthl:.- r8nta.l,
o. Allowa.ble r.looa.tlon OOlta Cor new em-

ployelll ara l1mt&ed to tholl daeorlbed in Bub·
par84fraph 42.b(1) a.nd (II) of thla a.]IpudlX,
Whu ralooa.~on OOIta inolUTed inoident to
",e r80ruitmllDt of Dew employ •• e bave been
anowed either ••• a direot or indireGt DOlt
&JIdthe ell1]JlOY8eruil'ne for r ••.• onB within
ble oontrol wlthill 1lI monthe a.t'tllr hirB, the
or,antsa.blOJ1 .ball rafl1lld or oradlt the lI'ed·
eral Government for Ita. lbare of tbe !loat.
However, tbe OOlte of travel to an oveneu
loca1l10n sball be oonB14er8d travel 0081ls In
-.ooordan08 wIth p&1'&I1'&pb.liOand not re]oO&-
tlon 008t1!for the purpo8e of thl8 Pa.ra.&'l'a.pb
If depudente are not Jlennitteda.t the looa·
tlon for any reuon and the 008te do not. In.
olude 008te of trall8portl.nr hOlleehold rooda.
d. The folIowin&' ooatl rala.ted to relooa~oD .

are uD&1]owab)e:
(1) Felli and other ooats 888oo1a.ted with &D-

qu1r1nr a Jlaw home. .
(ll) A ]0. on the 8ale of a. former bome.
(8) OIl1ll;lDuinf mort.rloP JII'.lDo1J1al&nd in·

terest paymentB on a home beln&' Bold.
(4) Inoome ho'Xel pa.1d by an employee re-

lated to re1mburled relo0&1IIonooata.
43. Rellal OOlte or bullmn.. and equip-

mllDt. a. Sub~eot. to the Ilmlta.'ioD. dellOribed
In lubpa.rarraphe 48.b. throllll'h d. of libl. ap-
pudl". rallta.l OOlH are allowable to the ex·
tent that the rates are reuona.bie in 11cht or
8I1ohft,otora &8: Rental OOItII of oomparable
property, If any: ma.rket oondlttOlll in the
area: altern.tlvea avallable: and, the tyJl8.
Ilfe exp80t&Ilay. oondlt.lOll, aZId va.lu. of the
prOJllrtyl ••••ed. Renta.] arJ'&n&'Bll1enlilsbould
be reviewed perlodtoa.lly to 4eteJ'JDtDe If otr-
OumB1l&nOllBha.ve ob&1lPd aZId other Opt.\ODI
..,. ava.1Jable.
b. l\ental ooste UIl4er "I&le and l••.• e baok"

&r1'&1lfementl are allowable only up to the
amouDt that would be allowed bad the non-
profit orgaul.a~on oOD~nued to awn the
property. This &mOl1llt would Inolude ex·
penaes BUOb&8d'JII'801atlll1l or UII allOWaD08,
ma.1ntenanoe, talt •• &nd fll8uranoa.
G. Rental ooatl I1Ilder "le88-tban·arm.B-

lenlrth" le_ a.ra allowable only up to the
amount (ae expl&1ne4 in Bubp&r&Braph 4B.b.
of this appendix) th&.t woUld be allowed had
title to the proP81'W vested In the non·proflt
orga.n1l&tlll1l, For this purpOlle, a. leBe-than·
arma-Ienrth ]eue ie ODe under wh10b one
party to the I••.•••.•. r •• meDt 11 able tooeon-
trol or aubBta.ntiany .lDOueDoe the ao~OIl8 of
the other. Suok 18&888lDolude, but are not
Umltet! to thOllB b1tween divisions of a lion·
profit or8'anilSa.t1on: non-profit oJ'faJlila.tjonB
llDder oommon OQntrol throufh oommon offi·
oerS,-dlreotora, OJ'membera: and •. noli.profit
organization and a dlreotor. trustee, offioer,
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or key employee of the DIl1I-JII'OfitorfaZllBa·
Won or hi. immediate fa.m1l:v.either dlreotly
or Dhl'Ollfb oorpora.tiDUB, trl18te. or ilmllar
arr/I.DgemantB In whloll they hold a. oontro)·
Hnr inter88t. For example ••• non-profit or,a·
Dilation may aat&bllill a .eparat.· oorpora·
tloll for the 10Jepurpoae of OWDingproperty
and 1•••• IDI\' It baok to the Don·proOt. organl·
1&1;11In.
d. Jl,elltal OOlte ud.r le888B whloh are re-

quir.d to be trea.ted II 0IL:p1ta.]leu.uncllll'
GAAP lor. IIUowable only Q]l to the amount
(&8 explained In subparqra.ph b) tiha.t would
be &.l1owedhad the non-proOl; Ol'l'antJa.tloD
1IUI'Oh1Ulid ~heproJIlrb, 011 ~. ute the I••.••
qreemmt. wu axeoQteil. The provtaloll8 er
lI'1naDolal Aooountlnlr Sta.ndardll Board
StD.tem.nt 18. AoooUll~f tor Leu •• IIh&l1 .
be Il88d too determ1lle W'hllther • 1e.... is a
oa.pttal leal.. Inter •• ' ooatl r.la.Hd to oa.p·
ftaJ laua8 are allowable to the axtellt theY
meet the criteria in p&r&8'raph :as of this a.p-
pndlx. U~lowa.blo ooalil Inolude aJIlounte
paid for proftt, Dl&Il&IeDlenlll88e. aZId lia.xeB
th •.t would 1l0t. bav. been 1nOlUTed had the
non-profit orlfa.n1u.tiOD p\11'Ob.ued the Ca.oU·
.Ity.«. Roya.ltje8 a.nd other ooats foJ' \188 of Plot.
anti and oopyril'hte. L Boyaltlas on a pateDt
or oopyrl.lfht or amorl\l&tfOll of the cost of
aCQu1rinc by PI11'Obal8 a oOJl1lTl8'ht.patent, or
r1ll'htl thereto. neo_ary for the proper per-
formanOtl of tihe a.ward a.ra allowable unleaa:
(1) The 1l'edera1 Govel'DDlent hal a lieenl.

or the rtrht toofree u., or the patent or oOp),·
right.
. (II) The patent or COJIyril'ht ba.e been adja·
dioa.ted to be1nvalld, or ba.e bem a4m:inl.tra-
~vely determtned to be !Ilvaltd.
(8) The patent or cio:wrtrht 1. oonsldered to

be unenforoea.ble •
. (4) The pateJlt or 001lJ1'lfht Is 81t]llred.
b. SpeDlal Dare .hollld be 8X81'Olsed in de-

terminlna' reaaona.bleUB88 where the royal·
tlee may ba.ve arrived IIot u a ruult of le&8-
th&n-lmll'a-181lltb barp.1n1nl'. 11.1/.:
(1) R.oya.t~eB ]la.ld too peraOJUl. inoluding

oorpora~olUl. .ttma.ted with the nOD·proftt
oJ'famll&tIOll.
(lI) ll.oyaltlll8 pa.\d t.o unafflUated partill8,

lnolud1ng oorporatlqna. nnder an aBTBemmt
entered into In oll1ltemp)atloll that a Federal
award would be made.
(8) Jl.o1raltjes paid UDder an arra8ment en-

tered Into a.fter an aWllordIe made to & non-
profit orlf&l11latton.
e, In any OILlIeinvolving a. patent or oopy-

rtrht formerly oWDedby the non-profit orca·
D11&~on. the &mOUDt or royalty allowed
llhould Dot llXOlIedthe OOltwhloh would luwe
been &llowed had the nll1l-pro1'It organ1l&t;toll
reta.lll8d ~tle thereto.
4&.Sel1~ and marketillf. CJoeta or .eUb&,

and D1lll'ketiq &II)' produota or ·eervloas .of
the non"llJ'oftt OJ'fa.JiIHotiOD&\'11 unaUowa.ble
(\lDleIB &.lIoWldQJIder JlILl'881'LPh1. of WI a.p-
plllldix u &lIo_ble publlo relatloll8 ooat.
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Pt. 230, App. B
Howevel'. tbeee OOBta&1'eallowable lIS dire at
ooets, w:1th JIl'lOl'a.pproval by awardUlg agen-
olell, whu ~ey are ne_ary lOl' flbe pel'-
{ormanoa ofl1'ederal JlI'Clll'ra.ma,
4.6. Speo1allsed Bervloe .faollltiea, a, The

ooeta of 881'\'1088JWovided by hlPly OOmplBX
or apeo1&1i11dfac111ti •• operated by tbe ~on.
Pl'Oftt orl"anll&filon. noh •• oom]l1ltel'll. wind
t\1l1Ilela, anil reaot0l'8 are &1lowable, provided
the oharres COl' the 1leJ'Y108Bmeet tbe oondl·
tions of eltber parqrapb «8 b. Ol' o. at ill1,
appendix anll, in a4dltion, taka lnto aooount
any Iteme af inoome Of Jl'ederal fl11eoinr
that qu&114' as 1l.PP11oabJe·Ol'eMts under Bub-
para.graph A.6. of APP8ndlx A to tbla part.
b. The ooeta of auob 8arvloll8, when :mate-

rial; must b. oharged dlr8C)t17 to a.pplloabl8
awarde baaed on ao1n1al Ulap 01 thl 8ervl08e
oil the basi, ol a. IOhedule of rates Of aetab-
l18hed melihodolol"Y that .1I0u not d1aor1m1-
na.te a.p.inlt :feder~y ••upportad actIvitle8 of
the nOI1~proflt oJ.'ga.n1l&tion, inolUdinr 118ap
by the nOD-ploftt orp.n1Rfilon lor internal
P1I1'1l0S8S,a.nel18 deBlBned to reoovw lIJlly tbe
a.nrepte DOlts of the Ill'V1oea. The ooata of
nob servIoe shall OODS1atnorm&1ly of both
1ts dIreot DOlts and Ita allooable ahare 01&11
indireot OOIR. B.a.tea sh&1l ba a4jll8ted a.t
least bl8JlD1ally. and sh&1l taka into CIODIIId·
aration ovet/IU1der a:milled 00111;8at the ]lrll-
viOIlSPBrlod(a).
o. Where the OOIStaInourred lor a llerv10a

&l'Il Dot matar1al, they may be a.Uooated lIS
indlreot OOlta.
d. Under aome .8xtraOl'din&1'Y olr:-

oumatanoea. where it 18 in the beat interest
01 the ll'edera.1 Gov81'Mnent a.nd the .institu-
tion to BBt&1Il1ahalterna.t1ve oOltiDr UT&Il1l'1I-
menta, lUOh II.l'r&I:lBBmentamay be workell
out With the oorn1Hnt Federal IBeno,v.

'-'I. Taxu. a. In general. tax •• whloh tbe Ol'~
gantzatlon 1J reqa1re1l to P&7 and whloh M'e
pa.ld or allOl'lle4 in aooordalloe with GAAP,
and paymen. made to 1001.1rOVerDmeDll8In
lIeu of taxu whlob a.re oommensurate with
the looal t"ovlI1'll.Dlent .arvlo •• reoelvell are
&110wable, axoept for tax •• tram whioh IIX-
emptIons are ava.Ila.blB to the ol'8'anisa.tlon
dlreotly or whiob a.re avatla.ble to the ol'l'anl-
zatIOD baaed on &D eXlJII,Ptlon artol'dall tha
Jl'e4eraJ Govemmen\ and In the latter O&Ie
when the a.W&1'll1n1r&lrenay ma.keB a.vai1able
the nell888arJ exemption oertUlaates, apeo1al
a.B8Basmenta 00 la.nd wh10h rll)J1'llBDt oapltal
lmprov&maob, and Pedera.linoome tax •••
h. Any refund Cl1taxel, and any pa,ymllot tCl

the ol'Il'&I11aa.t1onot 1ote1'88t thereon, whlch
were allowed &8a.ward OOlltl. wlJI be oreMtsd
elthel' as a oost reduotlon 01' ouh refund, 1.8
Appropriak, to the Federal GOV81'JlJl1aDt.
48. Termina:tlon OOlta applloable to apOD-

80red &Il'feDlDente, Tarmlna.tlon of a.W&I.'I11
reDel'&113' Il'lvD8 rae to the inouL'l'8Doe of
ooats, or the ~881l fOJ' apaolal trse.tmant of
OOBts,wblob wonld not han arleen had the
Federal award not been talmnatBd. Ooet
Prinolples OOVD1UIl'theBe ItaDll al'e 88t forth
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below. They &1'e to be uled in oon;lunotion .
with the oth81' Jll.'ovialone of WI aPJ)endlx in
terminab10n mtuatloDB,
a.. 'l'lie oost of Items l'Ba.8ona.bly \l8I\ble on

the Don-profit organ_tloD'S otb.r work
Bh&1lnot be allm\'"bla nnle •• tbe non·profit
or,.a.n1aa.t1on aubmlta BVldenoa that ltwoDld
not reta.1Jl mob It8me a.t oost w:1thout BIlB-
talmng a lou. In d.olllinl" whether BUch
ltema ue r8&S01lably usable ODother work of
the non-profit orrWaa.tIOD, the· award1ng
•••.003' ahould oODllller the nOD-profit orp-
nlaa.ldon's lI'la.ns a.nd ordlll'll for ourrent ud
sobe4ulell aotIvity, Oontemporaneous pur-
oh..... of oomm021 Items br the non-Jl1'Ofili
or,.&n1l!&t1on ahall be 1'eIl'arded lIS evIdenoe
that such item, are _nabJy U8able ODthe
non-Pro1it orra.n1lla~lon·a other work. Ally
aOoepta.1ioe of oommon U;ema a.a a.l1ooable ·to
the tel'm1Da.tell portlOD 01 the Feder&1 aWlIo1'd
Bh&11belim1ted.to the anent tha.t the QUa31-
tlties of lu0111 tam. on hand. in trllD81t, &JId
OD brder are in ax011l of llhe 1'8&8ona.ble
Quantit&.ttve reqUir8menta or ollher work.
h. If jn a parliloUla.r 0&88, d8llPlte &1l l'ea.-

80DiLble efforts by tbe non·proftt crewea.-
tion. owta.in oosta oannot be dlsoontlnued
1mmedla.teJy I.ftIIr tiliB Ifreotlve date or"tar-
m1na.tion. &uoh OOlts &l'Il generally &1lowable
within the l11n1ta.tJ01l8Bet forth in this AiP-
pendlx, exoept tha.t any suob ooats oon-
tlnuiDg alter tlrm1n"tion dlle to the ne8'-
Urent or willful ta.tlure 01 llha non-profit 01'-
PJl1n.tion to d1800Dtlnue IUob coats shall be
unallowable.
o. Losa 01 UBefUlvalue of apeoial toollnr,

ma.oh1ne~, a.nd a rene~ allowable if:
(I) Suob lIP80lal to01lDr,II)I8Cdal ma.oh1nery,

01' equipment 18 not J'llaaona.bly oa.pab!e of
UBe in the other work of the non-]ll"ofi Ii 0l'1l'&-
:n1Ila.tlon, .
(2) The intareat of tbe Federa.l Govermnent

18 proteotBll by tra.nafel' of title or by other
means deem ell a.pproprla.te by the awardinll'
•••.enoy. a.nll .
(3) The 10s1 of ule1o1 value for a.ny ana tel'-

mina.ted Federal awa.rd 1& limited to that
portion of the &DQl1la1tlonOOIStwhich bears
the aa.me ra.t1o to the total acqu1Bltlon OOllt
a.. thl tBrmlDatBd porfilon of the ll'ederal
AWa.l'dbeara to the eDth'll termlna.tad Federal .
a.wa.rd and other 1I'edel••.l awards fOl' whloh
thl Bptlolal toollnr, speoial ma.ohlnll1'Y. or
eQuipmlmt wa.s a.oqulred. . .
d. Rental oolts UIldBr lUlexP1red le&.l88 lU'e

l"8Jlerally allowable where olearly mown to
have been l'e&/Ionably DeoeilMY fol' the per-
formanoe oJ the tarmlnated 1I'11I81'ala.ward
lua the l'ellOual value ot suah lea888, if:
(1) The amount of IUch rml~ ola.1Jned doeB

DOt exoeetl the reaBo_ble 118e value of ·Ule
Pl'Operty laased Cor the period of the Feller&l
a.wapd a.nd 8uoh further ]llriod 1.8ma.y be rea-
aODable, and
(II) The npn-ptofit ol'll'a.niza.tlon makes all

reaaona.ble el!ortl to termina.ta, aBalan, set-
tle, Of otherwise l'eduoe the oost 01 such
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lelLle. There •.leo may be moluded t.he ooat or
n.ltaratlonl ot luob JlllIIllldproperw. provided
auob aUar.t1onB we,e Deoe••••ry for the per-
fOrma.D08 or llhe l1'edera.l a.wa.rd, IUId of rea·
aDDable reetorabloD required bp the pioovl·
Biona of t.he 1_.
e. Settlement expenaea Inoludln, the (01-

lowlnll' a.re renerally a.llowable:
(1) Aaoollntlnll". legal, olerloal, a.nd aimUIU'

ooete reaaonabl:v neoeeaar:v lor:
(a) The prepa,ratlon IlolId preean tI.l;lon to

lIbe &wa.rd1Dl arenoy of •• tIllemllDt olaims
AIllIB\l1lportinlruk with rnpeot to tbe ter-
mlna.ted porbion or the J!'ederalawarcl. Ulll •••
the tennlna.t1on la ror d,h.olt (lee IlU6.81 or
2on Jl&rt lUG(OMB Olrou.la.r A-110»; I.Ild
(b) The tennlnatlon a.nd Bettlement or sub-

"WArde.
(9) ReuonAble oolt, lor the Btora.,e, tl'&1lll-

POrt&tiOD, proteotlon, and dlIP081tion or
property provided bJ the Federal GoV81'Jl-
mea t or a.oqulred or produoed lor the P'edere.l
"Ward,alloept wban rranteea or oontraotora
are reimbursed ror dlapoaa.ll at a predater-
II11ned amount ill aooorda.noe With SlU6.ll2
through 216.8'1012 OPR JI&rt 216 (Om 0Ir-
oul&r A-110).
(8) In41reot oQ8tl re1a.ted t.o sa.lart. and

",&&,eainOllrred as eettlement axpenee8 1n
Bubpa.t'&ll'Apbs4II.e.(I) md (2) 01 this MIlian-
41lt. NormallY, lIuob iDdireot ooeta ahaJl be
I1mIted to fr1nre benefite, OOODpanOYCJ9IIt,
lI.Ild Immediate ,upllrvialon ..
r, Ola.11MUDder Bub awardll, iJloludlng the

•.Uooable porbiOJl or olaima which are com- .
mon to the Jleo.ere.l """Ard, a.nd to other work
of thil non-profit orga.n1sa.tlon are ganer8.ny
a.llow•.ble.
AD &ppropr1ate aba.re of the non-profit; or-

ra.n1z&tlOJl's Indlreot Rpenae m..., be ••110-
o•.ted to the amount of IIIttlemeJlte with aub-
oontraotora anGior .Ilbrranteas. provided
that the 1IID0unt all00ated ill otb_iIIe OOJI·
81stant willb the basio ruldeUneB oont&IJltld
in A'PP/ln4lx A. The 1lIdireot ezP8D.B810 allo-
o•.ted IIbAU ezolude the .1l.JD1IaDd s1m11a.r
ooste olaimed direoti;y or Indlreotly &1 .ettle-
ment expaneaa •
.49. Tra.lntnr OOlte••.. OOlltll of pr&pa.ration

&no. mamtenanoe of a program of 1nBtruotiOJl
InoludUlr but not limited to on-the-job,
olaeeroOJD. md a)JJl1'entloelhip tra.1n1ng, de-
signed to moreaee the vooa.t1onaJ effeotlve-
neSB of emploY8B8, ilIo1ud1ng traiJllng ma.ta·
rla18, tmbooka. e&1artea or w&&,eaor traiJleea
(exoludiJle' overt.lme oompaJ18atton Which
mlrht a.rI.ae therefrom). md (1) aa.Ja.riB8 ot the
dlreotor of tra.1n11l&&no.8tafi when the tra.1n-
inr lll'orra.m Is oondllOted by the ortrJI,I1Isa-
tion; or (11) tuition mOotllea when the trAIll·
lUll"is In Il3l lnBt1tution not opera.ted by the
orpni8lltlOJ1, are allowable.
b. Ocate ot JW't-lllme education, ••t &Dua-

derrradu ••te or poat-gJ'&dnata 0011eg8 level.
Inoludillr tha.t provided ••t the OrgaJl,Wa.tiOD'S
own faollitles. a.re &llo""•.ble only whan the
DOUrl. or delrr8B punulld Is rel&tlve to the

Pt. 230, App. 8

neld In whloh. the employee 18now working
or may reasonably b. expected to WOI'le,••ud
&1'8 l1mltec1-~:
(1) Tr ••lnlnlr materiAls.
(ll) Telltbooka.
(8) Faea ohlLrarllBby the eduoatlonallnetltu-

tlon. -
(4) 'I'llntOJI obarred bY tbe fll1uoational 111-

at.1tutlon 01', ill lle\1 01 tuition, matrllotora'
.a.la.rl.ea aDd the rela.ted .bare of Indlreot
COlte of the eduo •.bioll&l illlltitution to the
lIlCtent Ilbat. the ilum therllor Ii not iJi 1I1IOIIBB
of the tuition Whioh would have been JI&Idto
. the J)a.rtlo1pa.tlng eduoatlonal JD.tltlition.

(II) S••larl88 a.nd rela.ted ooata or IJIatroot.ora
who are employe •• of the or.&n ••••llloD.
(8) Slire.tll'bt-tlme Ol)mJI&DBAtdonor 8&011

employee lor 1ilme lIPeJl1iabl;endinlr olaaaea
dlll'1nl' working boura not In eXOe88 or 166
houra par J'ea.r &nd 0Jl17 to thll extant t.bat
o!l'OumBtulOll8 do not JlJrmtt llhe opera.tdon or
01&811811or ••ttend1l3l08 at; 01_. after regoler
worldng bo\U'8; othllrwlae, 1lI10h oompene •.-
tion Is IUII.llllw&ble.
D. Coltl ot tuition. fe8II, tra1n1nB mAtarla.ls,

and textbooks (bUt JIOt IlI1balatanoa, aaJa.ry.
or &.113' other em011lDlBDte) In oollneotton
with fUll-time eduoa.tlon, iIIolud!Jqr that pro-
Vided ••t thll orga.n1Ba.tlon'.a OWJl1&o11ltieB,at
•. pollt.-gradUa.M (bat not und8qrad.u •.tel Dol-
lap level, are allowable ollly when the
OOUMaor dqree pU1'8UlldIa related to the
field In whiob the emlllo:yae Ia now working
or may reaaonabl:y be expeoted to work, and
only where the ooete reolily. the prior a.p-
provaJ or the awa.rdlng •.••enoy •. Suob Ooate
are limited to thl 0011:1 ••ttrlbut&ble to A
total perlod not to 8xoaell olle aohoo1 :v••. r ,for
each empl07ee eo trained. In unWlUa.1oaeea
thll period ma.y be IIlItand8cl.
d. Colts 01 a.ttlendmoa of up to 16 weeks per

employee per YIllU' at apeo1all •• d Pl'orra.ma
apeo!Iloa.11y cIea1ped· w anhaDoa the erreo-
Iilvan.1II of exeOlltivea or mall8Cera Of to pre-
1I&re employellll for Inob poeltdona a.re allow-
able. Such ooata Inolude enrollment teea,
tratDing m ••terla1s, textbook. and ,.el&ted
obarrllll, emploJ'IIBB' aalartOll, aubaistenoa,
and travel. aoete allowa.blll under thla pa.ra·
rrapb do not 1no1udll thOIll lor oouraes that
are Jlart ot a derrle-orlented ourr1ou.lum,
whIoh are allowable only to the extent lilt
lorth in 8\'lbJllLl'&Bl'&phSb &nd D.
e. Xalntena.noe expeDlle, a.ud normal depte·

olabton or [a.1r tentaJ., on teolUtle8 owned or
leuell bJ the or.antsatioD tor tra1Jl111&pur-
poeu are allOWAble to-the extent let forth 1D
llaralrl'&Pba 11, 2'f. and DO Drthil "pJ)llJldix.
r. OontrlbutloJ1ll or donatioJ1ll to adu·

oation •.l or tr&1Xllnr JDatltuttOJlll, illolwUng
thll donallion of ta.o1l1tllll5or other propertiea,
and lIobolanhiJlll or fellowships, lU'e unallow-
able.
If. 'I'ra.lJl1ng and edllo"tloD ooate In 8:loeo

of thoS!! otherw1IB allowable under Illbpa.ioA·
gra.phs 40.b and 0 01 t.h1eappenaix may be ••1-
lowed With prior a.pJlrov~ of the awa.rdiJl&'
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ll.8'BDOJ'.To be oonB1del'8d for &JlProval, the
orpntzatlon mllit dll1DODstr&te tb&t BIlOb
oosts are oonslltently inourred ptll'aallDt to
lID elta.b1iBbell tr&ininc- &nd edaor.iion pro-
p'am, &11(1 tIl ••t tbe ooarsl or 4e&1'ee Ptll'saed
1&ral&t1ve to the field in Which tbe employee
1&now ,,",orklng or may nasonallly be ex-
peo~d to work. .

611. TraDIportr.t1oD oOBta. 'l'ranIlJlOrtatloD
OOlts inGlude ft'e1pt, 1X)l1'8U, 0&1'tl\.8'8,&lid
poa\a4re obarpa relating either to goodl par-
obaeed, in proD•• , or dal1vBred. Thele ooats
ar8 aJlowable. When auob ooeta 0lU1 rBacHl3'
lle IdentU1ed with 1ibe items involved, they
Dl8.7 bl dlreotl;v ob&rPd u tI.'I.aIIJI.or1l&t1DI1
DOats or &dded to tbe oost 01 8uob 1tema (us
Jl&1'&8'J'&phll8 of tb1&&p]lendix). Wbere IdBDtI-
flo&t1ODwith the m&terlals reoelv.d o&nnot
read11y be ma.4e, t.r&n8port&tl0D ooata may be
obare-ad to tbe e,pproprlate lnd1reot ooat aD'
oounts if the orr&niJIation roDom r. eea-
&18tent, Bqlllta.bl. prooed.ure in this respeot;
61. Travel oOlts.
&. GeuenJ., 'I'rt.nl ooets Me the ~eDIBI

for waneporta.tion, lodging. 8ubiistenOli, and .
rel&tad 1tems inourred bY emploY •• 1 who are
In travel It&tUB OD omo1al bI1slnesa of tbe
DOD-profit orp.nis&tion. Suob DOlts may be
oharged on an t.Ota&I oost bas1a, OD & ]181'
diem 01'mileage br.B18in Ueu or r.otual oosts
Inourred, or 011 a. OOmbID&tiODof the wo,
pro~ded tb.e method u8ed Is a,ppUed to a.n en·
tire trip a.nd not to seleoted daye of the t.r.Ip,
a.nd results in ohare-ea oODI1&tBDtwith thou
normaJly &llawed iD like o1roUDlsta.noes 1n
the, nOD-profit O1'I"8.DlzatiOD'BnOD·fedaraJly-
IlPO:D8orodaotlvltiu.
b. LOIlaiDI r.nd labB1stenoe. OOlite mourred

by employeBs and oflloara tor tJ••avel, Inolud-
Inll' ooate ot l04r1n1", other IUbaistenOB, &tid
inaidontal e:xpoD_, shaJJ be ooJUd.dered rea.-

. Bonable and r.Jlowable only to tho extent
BUch OOlitedo not expelld oharlrBB nOmlr.J1y
allowed by the DOD-protlt organizatloD'1n 1\8
ralralar Op~tiODII &s the result of the DOD-.
profit organlsation's written travel poliCY.
In the ablenGe of an &oOBpta.ble,written nOll·
proflt organlmtioD polioy rega.rdiDg travel
OOBtS, the rate. and amounts· establ1&bed
under labohaptel' I 01 Ohapter 6'1, Title 6,
United States Oode ("Tra.vel ..nil Subll1&tenOB
lIlxp8XlBBlI; Mllall.8'e AllowlI.DoaIlU), or by the
AdmID1&tl'ator of Gonar&! Servioes, 01' by the
PrDllldent. (or hlB or her· deB1gnee) pursull.Dt
to II.DY provisions of lIuob Bubohapter sha.ll
apply to travel under FeilemJ l\\\'ardll (48 OFR
31.206--48(1.».
. o. OODlmel'lllal &II' tr&vel. {ll A1rt'a.re DOBta
in exoels of the ouatonmry ata.nda.rd oommel"
otaJ &lrf&1'1l(oor.oo or Bq1l1val&nt), J1'elle1·r.J
GOVBl'DmBDt.oontraot· II.IrlMB (wbere author:
ileaed aviillable), 01' the lowest. oommBrolal
dlsoount &1rlr.ra ars UDallow&ble eXOBptwheD
Bach aooOIllDl04atlODs would: requlrB olroui-
tous routiug; requ11'8 tr&veJ during lInrar.aon·
able hoars: BXo8lBivelypl'oloug tl'&vel; l'BlIalt
In IIdditlonr.l DOBbsth&t· would OU88t the

2 CFRCh.n (H-09 Edlllon)

tl'&1III]lOl'tlItioDBav1nrs: or offer lUloonunoda'
• tioDa not re&8ODa)j)y &dequr.te tor tile trav-
e)er. medlor.! naBda. The DOD·profit orra.n1-
sr.tlOJl must Jaetl1Y and document thele OOD-
4ltto:D8 OD a OIl8e·by-or.ee bute 1D order tor
the use of :Orskllaas &ll1'&r. to be IIli0wable
in8uob_a.
(II) Unleu & pattern of avoldanOB 11 de-

teoted, . tbe ll'edlll'aJ Government wnl PII-
lI1'&lly not QueitlQD a non-pl'OJlt organlza-
U,OD'IIdeterm1nation. Ulat oustomary et&nd-
&rd a.Irl&re or other dlBOClunt&lrtare 18 un-
r.v&llabie tor lIpeotno t.r.Ipa if the DOD·profit
orga.ntaatton oa.n clemo:D8trate elther oC the
following: that Bach alrla.re wu not ava.ll-
&b181n the BPB0if10 OU8: or that It 18 tlle
non-profit org&D1sation's ovaraJl praotioe to
m&kel'outine use of lI10b a.h'fare.
d. .Atl' travel by othel' than oommarotaJ

,.rrtel', Oosto of travel )ly DOD-pront orr&nl-
lation-owned, .1e&llad, or -obartered &ll'01'IIIt
molude the OOlltof leaile, oba.rtar, operation
C1nGlud1ngpersoDJlel oosta), mr.1JltBDanoe, 41l-
preo1ation, 1:D81U'&l108,and. other 1'Il1ated
oosts. The portloD of euob ooats that exoaede
tho oost of aJJowable oommero1&1 &1r travel,
.&8prov1dBd tor in lIUbparr.rr&}lh] 0•• Ie lIDAl-
lowable.
e. ll'or81rn tr&vel. Direot. oharges for for-

B1m travel ooat. &re r.Jlowable only when the
tr&vel haa received prior aJlPlOval ot the
awarcHng agenOJ'. Eaoh separate for.,irn trip
muet 1'e081ve saah &JlP1'ovaJ.For JlUI'PoaBBof
tb1&proviB1on, "forelm travel" 1nolu4eB !L21Y
travel outelde Oan&da, Mexioo, thB UDited
State&, and a.ny United St&te8 territorlllll &nil
]I08I1lIIlI10Jlll;Howevar, the term "torelrn·
travel" for &non·profit Organlll&tiOD looated
in a Iore.1rn OODJltry mea.ns tr&vel outB1do
thllot oountry,n. TrUlltee&. Tn.vel II.Ddaubllllltenoe OOBts
or trusteeB (or cl1reotore) are &l]owable, The
llOIIta &re Bubjeot to J'1lIIt.rtotiODBrBl"&rd1n&'
lodging, lubelltenoe and air travel OOBtapro-
vided m JIIU'8Il'&pblil oC thla appendJx.

APPBNDIX 0 TO PART 28~NON-PROll'lT
ORGANmATIONB NOT S1Jl3JEO'I' TO
THIS P.ART

1. Advanoe Teohnololl'l' In,tltute (ATI),
Oha.rleston, South O&t'olina

2. AeroS]l&OBOorpor&tJon, lDl Segundo, OltJi-
fomta .

8. AmBl':lOIl.DInetltutes er Researob (AIR),
Wuhlnll'ton DO

4. Arc-onne N&tiDn&l Labol'a.t01'3", Ohioll.8'o,n-
lino1&

5. Atomio. Oasualty Oomm1ssl0n, Waeh-
J:ngton, DO

O. 13a.ttelle Memorial Inetltute,
Beadquartersilin Oolumbus, Ohio

? Brookhaven NatiODal L&boJ'&tol'Y, Upton,
NawYork

8. Ohlldss St&l'k Draper L&bDrr.to17, Inoor-
P01'&t8d, 0&ll1bl'1d1l'8,MusaohulBtta

l
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9. aNA Oorporatlon (OHAO). Alex~Ddr1a. Vir·
rr!nia

10. lilnvlrollmlJl1ta.1 Iuat1tl1tll of Mlobigan,
ADnArbor. Miohlr&J\

11. GeOma Ius'ltl1te of TeohnolOln'lGeortrla
Teob APlIlied Rel.rob OorporatioDlGeor·
!rIa. Teob R88et.1'ob IllIItltl1te, AtI8.llta..
Geoma

12. H8.Iltord lDnvlronmenta.1 Heall;b Founda'
tlon, Rlobl8.llel..Wuh1Dll'tOn

13. lIT aeaeorob Inabitutll, ObIOlll'o, DI1nol8
14. In8tltute of Gu Teohnololl7, Obloaro, II·
111101.

16. lnallttute rol' Deren" Ana.l),ela. Alexan·
drl •.•Vlrrtnla

18. LW, MoLean. Virginia
17. MItre Corporation, Bedford. Ma88a.obu·
Bette

18. Mltretek S)'steme, Inc., J.l'&ll&Obnrch,
Virginia

19. Na.tlona.) Radlologloal Aatronom), Observ-
a.tnr)', GreD Bank. West Vlrr1n1a

20. Na.tional Rene_ble 1Dnerll'YLaboratory,
Golden. OolorlLllo

31. Oak 81dgB Aasooia.ted 'ODiverllltlsB. Oak
Ridge, TBllDeeaee

Pl. 230, App. C

22. RaDel. Oorporatlon, Santa MOnioa, Oa.ll-
tomla. .

113. l\8811aroh Triangle In8tltl1te, l\eBBa1'Oh
Tria.nl'lll Pa.rk. Nor~ Clvollna

94. Rlveralde Reeea.rcibInatlW.tll. New York.
Hew York .

26, South oa.rolina. Researoh Autbol'lty
(SORA). Obarllllton, South OarolinA

86, Southern ~aroh In&tUute, BIl'·
mlnrbam. A1a.ba.ma

27, Southweet Relaaroll Institute, San Anto-
nio. TeXll.l .

20. allJ InterDa.l;lonal. MeDlo Park. Oaurornla
29. a:YJ'aO\1llB'Beaea.roh Oorporatlon. Byr.·

OU88. New York
so. UDivB1'l1tlee :a.eeea.roh Aaloola.tlon. Inoor-
pora.tecl. CNa.t1on&lAooelera.tlon UbI, Ar-
ronne, mlnolll

81. orba.n In,Utate, Waeh1nrton DO
82. Non-proftt inluranoe lJOlIIpa.nleB.BUch as
Blue OroBl and Blua Shield OrganlAtloDB

83. Other DOD-profit orga.nl,za.tl0D8 A8 nero-
tla.ted with a.wa.rdll1i 8&'~Do18B

PARTS 231-299 [RESERVED]
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C.ir.dular No~,'A-133'

JleviJ;Jedto show ohanges Pub1:l.shed in the Federal lleg:J.stars
·of JUne 27, 2003 and June 26, 2007

Audits of States, Looal,Governments. and Bon~Profit Organizations
TO '!'HE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

An- ACHMENT •••••E ·.....
PAGE ~.~J.....OF ••.?.2 PAGES

SUBJECT: Audits of States, Local Governments, and Non-Profit organizations
1. ruroose. This Circular is issued pursuant to the Single Audit Act of
1984,.P.L. 98-502, and the single Audit Act Amendments of 1996, P.L. 104-156.
It sets forth staQdards for obtaining consistency and uniformity among'Federal
agencies for the audit of States, local governments, and non-profit
organizations ~ending Federal awards.
2. 'Authority. Circular A-133 is issued under the authority of sections
503, 1111, and 7501 et seq. of title 31, United States Code, and Executive
Orders 8248 and 11541.
3. Rescission aridSupersession. This Circular rescinds Circular A-128,
"Audits of State and.Loca],Governments,' issued April 12, 1985, and supersedes
the prior Circular A-B3, "Audits of Institutions of Higher Education and
Other Non-Profit Institutions,' issued April 22, 1996. For effective dates,
s~e paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that differ from the
standards provided herein, the provisions of the subsequent statute shall
govern. I

. Federal agencies shall apply the provisions of the sections of 'this
Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received from a pass-through entity (a
recipient or another l:lubrecipient).

This Circular does not apply'to non-U;S. based entities expending
Federal~wards received either directly as a recipient or indirectly as a
subrecipient. .
5. Definitipns. The definitions of key terms used in this Circular are
contained in § .105 in the Attachment to tbis Circular.
6. Required Action. The specific requirements and responsibilities of
Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agenciesmaking awards to non-Federal entities, eitber directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
Section 10 (below), unless different provisions are required by Federal
statute or are approved by the Office of Management and Budget (OMB).
7. OMB Responsibilities. OMBwill review Federal agency regulations and
implementation of this circular, and will provide interpr,etations of policy
requirements and assistance to ensure uniform, effective and efficient
i1llPlernentation.
8. Information Contact. Further information concerning Circular A-133 may
be obtained by contacting the Financial Standards and Reportin~ Branch, Office
of F~eral Financial Management, Office of Management and Budget, .Washington,
DC 20503, telephone (202) 395-3993.

1



9. Reyiew Date. IJ'his'Cil;'cularwill have a policy review three years 1;rom
the date of issuance. .
10. Effectiye Dates. Tbe standards set forth in § .400 of the Attachment
to this circular, which apply directly to Federal agencies, shall be effective
July 1, 1996, and shall apply to,audits of fiscal years'beginning after June
30, 1996, except as otherwise specified in § .400(a).

The standards set forth in this Circular that FederD.l agencies shall
apply to non-Federal entities shall be adopted by Federal agencies in codified
regulations not later than 60 days after publication of this final revision
in the Federal Register, so that they will apply to audits of fiscal yearsbeginning after June 30,1996, with the exception that § .30S(b) of the
Attachment applies to audits of fiscal yeD.rs beginning after June 30, 1998.
The requirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-133 remain in effect for audits of fiscal years
beginning on or before June 30, 1996.

The revisions published in the Federal Register June 27, 2003, are
effective for fiscal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Sm.ythe
Acting Director

The revisions published in the Federal Register June 26, 2007, are
effective for fiscal years ending on or after December lS, 2006.

Rob Portman
.Director

Attachment
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:.S\Wpart A~-~eral
1 ·~100 Purpose.

This part sets forth standards for obtaining consistency and uniformity
among Federal agencies for the audit of non-Federal entities expending Federal·
awards. .
11_.105 Defin:Ltions.

budit@emeans any non-Federal entity that expends Federal awards whioh
must be audited under this part.

Auditor means an auditor, that is a public aocountant or a Federal.
State or local government audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GAGAS). The term Auditor does not include internal auditors of non~profit
organizations.

Audit finding means deficiencies which the auditor is required by
1I .510(a) to report in the schedule of findings and questioned costs.

erpA nwnber means the nwnber assigned to a Federal program in the
Catalog of Federal Domestic Assistance (CFDA).

Cluster of programs means a grouping of closely related programs that
share common compliance requirement~. The types of clusters of programs are
research and development (R&D), student financial aid (SFA), and other
clus~ers. "Other clusters" are as defined by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a state for
Federal awards the State provides to its subrecipients that meet the
definition of a cluster of programs. When designating an ·other cluster." a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance requirements applicable to the cluster, consistent
with 1 .400 (d)(1) and 1 .400(4)(2). respectively. A cluster of programs
shall be considered as one program for determining major programs. as
described in 1 .520, and, with the exception of R&D as described in
1 .200(Q) •.whether a program~specific audit may be elected.

CogniZant agency for audit means the Federal agency designated to carry
out the responsibilities described in 1 .400(8).

Compliance supplement refers to the Circular A~133 Compliance
supplement. included as Appendix B to Circular A-133, or such documents as
OMB or its designee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documents. Washington, DC

.20402-9325. .
Corrective action means action taken by the auditee that:
(1) Corrects identified deficiencies;
(2) Produces recommended improvements; or
(3) Demonstrates that audit findings are either invalid or do not

warrant auditee action.
Federal agency has the s~e meaning as the term agencY in Section 551(1)

of title 5, United States Code.
Federal award means Federal financial assistance and Federal cost-

reimbursement contracts that non-Federal entities receive directly from
Federal awarding agencies or indirectly from pass-through entities. It does

4
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not~nc~ude procurement contracts, under grants or contracts, used to buy
goodS pr services from vendors. Any audits of such vendors shall be covered
by the terms and conditions of the contract. Contracts to operate Federal
Government owned, contractor operated facilities (GOCOs) are excluded from thereguiremeil.tsof this part.

Feder;l aWarding agency means the Federal agency that provides an award
directly to the recipient.

Federal financial aSsiStance means assistance that non-Federal entities
receive or administer in the form of grants, loans, loan guarantees, property
(including donated surplus property), cooperative agreements, interest
subsidies, insurance, food commodities, direct appropriations, and other
assistance, but does not include amounts received as reimbursement for
services rendered to individuals as described in 1 .205(h) and 5 .205(i).

1"
I

I
I

, I

I

Federal program means:
(1) All Federal awards to a non-Federal entity assigned a single_

number in the CFDA.
(2'> When no CFDA number is assigned, all Federal awards' from the same

agency made for the same purpose should :be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The types of clusters of programs are:

(i) Research and -development (~D) 1

(ii) student financial aid (SFA); ~d
(iii) "Other clusters, II as described in the definition of cluster

of programs in this section.
~ means generally accepted government auditing standards issued by

the Co~troller General of the United States, which are applicabl~ to
financial audits.
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Generally accepted aCCOunting principles has the meaning specified in
generally accepted auditing standards issued by the American Institute of
Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe, -band, nation, or other organized
group or community, including any Alaskan Native village or regional or
village corporation (as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized b.Ythe United states as eligible for
the special programs and services provided by the united States to Indians
because of their status as Indians.

Internal control means a process, effected by an entity's management and
other personnel, designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operations;
(2) Reliability of financial reporting; and
(3) Compliance with applicable laws and regulations.
Internal control-pertaining to the compliance requirements for Federal

programs (Internal control over Federal programs) means a process--effected by
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an enti ty I,S . management and other perJ;01mel--designed -,to provide reasonable
assurance regarding the achievement of the following objectives for Federal
programs: . .

(1) Transactions are properly recorded and accounted for to:
(i) Permit the preparation of reliable financial statements and

Federal reports;
(ii) Maintain accountability over assets; and
(iii) Demonstrate compliance with laws, regulations, and other

compliance requirements;
(2) Transactions are executed in compliance with:

(i) Laws, regulations, and the provisions of contracts or grant
agreements that could have a direct and material effect on a Federal program;
and

(ii) 'Any other laws and regulations that are identified in the
compliance supplement; and

(3) Funds, property, and other assets are safeguarded against loss
from unauthorized use or disposition.

~ means a Federal loan or loan guarantee received or admdnistered Py
a non-Federal entity.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, local
public authority, special district, school district, intrastate district,
council of governments, and any 'other instrumentality of local government.

Major program means a Federal program determined by the auditor to be a
major program in accordance with 1 .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordanoe with
1_.215(0) .

Manaaement deoision means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective action is necessary.

Non-Federal entity means a State, local government, or non-profit
organiza.tion.

Non-profit organization ~eans:
(1) any corporation, trust, association, cooperative, or other

organization that:
(i) Is operated primarily for scientific, educational, service,

charitable, or similar purposes in the public interest;
(ii) Is not organized primarily for profit; and
(iii) Uses its net proceeds to maintain, improve, or expand its

operations; and
(2) The term non-profit organization includes non-profit institutions

of higher education and hospitals.
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. 00 means the.Executive Office of the President, Office of Management
and Budget. . .

OVersight agencY for audit means the Federal awarding agency that
provides the predominant' amount of direct funding to a recipient not assigned
a cognizant agency for audit. When there is no direct funding, the Federal
agency with the predominant indirect funding shall aBsmne the oversight
responsibilities. The duties of the oversight agency for audit are deScribed
in §_.400(b).

Effective July 28, 2003, the following is added to this definition:
A Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantial funding and agrees to
be the oversight agency for audit. Within 3.0 days after any
reassignment, both the old and the new oversight agency for audit shall
notify the auditee, and, if known, the auditor of the reassignment. N

I
I

r
!
i
i
j

I
r
i

I
!
I,

, Pass-through entity .means·a non-Federal entity that provides a Federal
award to a subrecipient to carty out a Federal program. .

Program-specific audit means an audit of one Federal program as provided
for in 8_.200(0) and 8__._.235.

Questioned cost means a cost that is questioned by the auditor because
of an audit finding:

(1) Which resulted from a violation or possible violation of a
provision of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
funds used to match Federal funds;~

r
I
I
I

·1
I
l

(2) Where the costs, at the time of thea~dit, are not supported by
adequate documentation; or

(3) Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances.

Recipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out a Federal
program.

Res~arch and development (R&D) means all research activities, both basic
and applied, and all development activities that are performed by a non-
Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the Subject studied. The term
research also includes activities involving the training of individuals in
research techniques where such activities utilize the same facilities as other
research and development activities and where such activities are not included
in the instruction function. Development is the systematic use of knowledge
and understanding gained from research directed toward the production of
useful materials, devices, systems, or methods, including design and
development of prototypes and processes. .

AlTACHMENT ••.•••E .
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Single audit means an audit which includes both the entity's financial
statements and the Federal awards as described in § .500.

State means any State of the United States, the District o~ Columbia,
the Commonwealth of puerto Rico, the Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, and the Trust Territory of the
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Pacific Islands, any instrumentality thereof, any mulU":'state, regional, or
interstate entity whioh has governmental functions, and any Indian tribe as
defined in this section. '

Student Finanoial Aid (SFA) includes those programs of general student
assistanoe, such as those authorized by Title IV of the Higher Education Act
of 1965, as amended, (20 U.S.C. 1070 et seq.)' wh.ioh is administered by· the
U.S. Department of Education, and similar programs provided by other Federal
agencies. It does not include programs which provide fellowships or similar
Federal awards to students on a competitive basis, or for specified studies or
research.

Subrecipient means a non-Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program~ but does
not include an individual that is a beneficiary of suoh a progr~. A
sUbrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing between a subrecipient
and a vendor is provided in § .210.

Types of compliance requirements refers to the types of compliance
requirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmar~ing; and,
reporting,

Vendor means a dealer, distributor, merchant, or other seller providing
goods or services that are required for the conduct of a Federal program.
These goods or servioes may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
between a subrecipient and a vendor is provided in 5 ,210.

Subpart B~-Audit.
8 ,200 Audit requirements.

(a) budit required. Non-Federal entities that expend $300~000
($500,000 for fiscal years ending aiter December 31, 2003) or more in a year
in Federal awards shall have a single or program-specific audit conducted for
that year in accordance with the provisions of this part. Guidanoe on
determining Federal awards e~pended is provided in 5 .205•

(b) Single audit, Non-Federal entities that expend $300,000 ($500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with S .500 except
when they elect to have a program-specific audit conducted in accordance with
paragraph (e) of this section.

(c) Program-specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the.Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with 5 .235, A program-specific
audit may not be elected for R&D unless all o~he Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d) ·Exemption when Federal awards expended are less than $30Q.QQQ
{$,50Q.OOQ tor fi8gal years ending after December 31, 2QQ3J. Non-Federal

8

ATTACHMENT •••••f. .
PAGE .... 12..... OF .••.'~2 PAGES- '



,'entities that expend less than $300,000 ($SOO,OOOfor fisca.l year,s ending
after December 31, 2003) a year in Federal awards are exempt from Federal
audit requirements for that year, except as noted in § , .215(&), but records
must be available for review or audit by appropriate officials of the Federal
agency, pass-through entity, and General Accounting Office (GAO).

(e) Federally Funded Research and Deyelopment Centers (FFRDC)~
Management of an auditee that owns or operates a FFRDC may elect to treat the
FFRDC as a separate entity for purposes of this part.
6_.205 Basis for determining Federal awards e~pended.

(a) Determinina Federal awards expended. The deter.mination of when an
award is expended should be based on whe~ the activity related to the award
occurs. Generally, the activity pertains to events that require the n6n-
Federal entity to comply with laws, regulations, and tqe provisions of
contracts'or grant agreements, such as: expenditure/expense transactions
associated with'grants, cost-reimbursement contracts, cooperative agreements,
ana direct appropriations; the disbursement of f~nds passed through to .
subrecipients; the use of loan proceeds under loan and loan guarantee
programs; the receipt of property; the receipt of surplus property; the

,receipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest subsidy; and, the period when insurance is in force.

(b) Loan and loan guarantees'(loana). Since the Federal Gov~rnment is
at risk for loans until the debt is repaid, the following guidelipes shall be
used to calculate the value of Federal awards expended under loan programs,
except as noted in paragraphs (0) and (d) of this section:

(1) Value of new loans made or received during the fiscal year;

~
I
I

I

plus r
(2) Balance of loans from previous years for which t~e Federal

Government imposes continuing compliance requirements; plus
(3) Any interest subsidy, cash, or administrative cost allowance

received.
(c) LQan and loan guarantees (loans) at institutionS of higher

'educatton. When loans are made to students, of an institution of higher
education but the institution does not make the loana, then only the value of
loans made during the year shall be considered Federal awards expended in that
year. The balance of loans for previous years is not included as Federal
awards expended because the lender accounts for the prior balances.

A1TA~MENT ••.=,.. f. .
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(d) Prior loan and loan guarantees !loans)• Loans, the proceeds of
which were received and expended in prior-years, are not considered Federal
awards expended und~r this part when the laws, regulations, and the provisions
of contracts or grant agreements pertaining to such loans impose no continuing
compliance requirements other than to repay the loans.
, !

(e) Endowment funds. The cumulative balance of Federal awares for
endowment funds which are federally restricted are considered awards expended
in eacb'year in which the funds are still restricted.

(f) Free rent. Free rent received by itself is not copsidered a
Federal award expended under this part. However, free rent received as part
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·of an award to carry out a Federal program shall be included in determining
Federal awards· expended and subject to audit under this part.

(g) Valuing noP-cash assistance. Federal non-cash assistance, such as
free rent, food stamps, food commodities, donated property, or donated surplus
property, shall be valued at fair market value at the time of receipt or the
assessed value provided by the Federal agency.

(hI Medicare. Medicare payments to a.non-Federal entity for providing
patient care services to Medicare eligible individuais are not considered
Federal awards expended under this part.

(i) Medicaid. Medicaid payments to a sUbrecipient for providing
patient care ·services to Medicaid eligible individuals are not considered
Federal awards expended under this part unless a State requires the funds to
pe treated as Federal awards expended because reimbursement is on a cost-
reimbursement basis.

(j) Certain loans provided by the National Credit Union
Aamtnistration. For purposes of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liquidity Facility that are
funded by contributions from insured institutions are not considered Federal
awards expended.

§_.210 Subreoipiant and vendor determinations,

(a) General. An auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be
subject to audit under this part. The payments received for goods or services
provided as a vendor would not pe considered Federal awarda. The guidance in
paragraphs (b) and (e) of this section should be considered in determining
:~~;~~~s:ayrnent8 constitute a Federal award or a payment for goods andt

(b) Federal award. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

(ll Determines who is eligible to receive what Federal financial

(1) Provides the goods and services within normal business·

assistance;
(2) Has its performance measured against whether the objectives

of the Federal program are met;
(3) Has responsibility for programmatic decision making;
(4) Bas responsibility for adherence to applicable Federal

program compliance requirements; and
(5) Uses the Federal funds to carry out a program of the

organization as compared to providing goods or services for a program of the
pass-through entity.

(c) PaYment for goods and services. Characteristics indicative of a
payment for goods and services received by a vendor· are when the organization:

oper,ationsJ
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'(2) Provides similar gc;>odsOJ; services,to many different
purchasers;

(3) Operates in a competitive environment;
(4) Provides goods or services that are ancillary to the

operation of the Federal program; and
(5) Is not subject to compliance requirements of the Federal

program.
(d) Use of judgment in making determination. There may beun~sual

circumstances or exceptions to the listed characteristics. In making' the
determination of whether a subrecipient or vendor relationship exists, the
substance.of the relationship is more important than the form of the
agreement. It is not expected that all of the characteristics will be present
and judgment should be used in determining whether an entity is a sUbrecipient
or vendor.

(e) For-profit subrecipient. ~ince this part does not apply to for-
profit subrecipients, the pass-through entity is responsible for estabiishing
requirements, as necessary, to ensure complianqe by for-profit sUbrecipients.
The contract with the for-profit subrecipient should describe 'applicable
compliance requirements and the for-profit subrecipient's compliance
responsibility. Methods to ensure compliance for Federal awards made to for~
profit subrecipients may include pre-award audits, monitoring during the
contracti and post-award audits,

(f) Compliance/responsibility for vendors. In most cases, the
auditee's compliance responsibility for vendors is only to ensure that. the
procurement, receipt, and payment for goods and services comply with laws,
'regulations, and the provisions of contracts or grant agreements. Program
compliance requirements normally do not,pass through to vendors. However, the
auditee is responsible for ensuring compliance for vendor transactions which
are structured suoh that the vendor is responsibie for program compliance or
the vendor's records must be revieweq to determine program compliance. Also,
when these vendor transactions relate to a major program, the scope of the
audit shall include determining whether these transactions are in qompliance
with laws, regulations, and the provisions of contracts or grant agreements.
6_.215 Relation to other Bud;it requirements.

I
r
I

I
I
I
I

(a) Audit under this part in lieu of other audits. An audit made in
accordance with this part shall be in 'lieu of any financial audit required
under individual Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upon and use such audits. The provisions of
this part neither limit the authority of Federal agencies, including'their
Inspectors General, or GAO to conduot or arrange for additional audits (e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies from carrying out
additional audits. Any additional audits shall be planned and performed in
such a way as to build upon work performed by other auditors.
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(b) Federal agency to pay for additional audits. A Federal ,agency
that conducts or contracts for additional a~dits 8hall, consistent with other
applicable laws and r~gulations, arrange for funding the full cost of such
additional audits. '
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(c) Reguest fpr a program to be audited as a major program. A Federal
agency may request an auditee to have a particular Feperal program audited as
a major p.rogram in lieu of the Federal agency conducting or arranging for the
additional audits. To allow for planning, such requests should be made at
least 180 days prior to the end of the fiscal year to be audited. The
auditee, ,after consultation with its auditor, should promptly respond to such
request by informing the Federal agency~hether the program would otherwise be
audited as a major program using the risk-based audit approach described in
5 .520 and, if not, the estimated incremental cost. The Federal agency
shall then promptly confirm to the auditee whether it wants the program
audited as a major program. If the program is to be audited as a major
program based upon this Federal agency request, and the Federal agency agrees
to pay the full incremental costs, then the auditee shall have the program
audited as a major program. A pass-through entity may use the provisions of
this paragraph for a subrecipient.

5_.220 Frequenoy of audits.
Except for the provisions for biennial audits provided in paragraphs (a)

and (b) of this section, audits required by this part shall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

(a) A State or local government that is required by constitution or
statute, in effect on January 1" 1987, to undergo its audits less frequently
than annually, is permitted to undergo its audits pursuant to this part
biennially. This requirement must still be in effect for the biennial period
under audit.

(b) Any non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially.

5_.225 Sanctions.
No audit costs may be charged to Federal awards when audits required by

this part have not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions euch as: '

(a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily;

(b) withholding or disallowing overhead costs;
(c) Suspending Federal awards until the' audit is conducted; or

(d) Terminating the Federal award.

§_.230 Audit costs.
(a) Allowable costs. Unless prohibited by law, the cost of audits

made in accordance with the provisions of this part are allowable charges to
Federal awards.' The charges maybe considered a direct cost or an allocated
indirect cost, as detexmined in accordance with the provisions of applicable
~B cost principles circulars, the Federal Acquisition Regulation (FAR) (48
eFR parts 30 and 31), or other applicable cost principles or regulations.
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(b) 'Unallowable costs, A non-jreder ar entity shall not 'charge the
,following to a Federal award:

(1) The cost of any audit under the Single Audit Act Amendments
of 1'996 (31 U.S,C. 7501 et seg,) not conducted in accordance with this part.

(2) The cost of auditing a non-Federal entity which has Federal
awards expended of less than $300,000 ($5001000 ror fiscal years ending after
December 31, 2003) per year and is thereby exempted under § ,200(d) from
having an audit conpucted under this part, However, this does not prohibit a
pass-through entity from charging Federal awards for the cost of limited scope
audits to monitor its subrecipients in accordance with § ,400(d) (3),
provided the sUbrecipient does not have a single audit. -r;r purposes of this
part, limited scope audits only inolude agre~d-upon procedures engagements
oonducted in accordanoe with either the AICPA's generally accepted auditing
sta~dards or attestation standards, that are paid for and arranged by a pass-
throughentity,and address only one or more of the following types of
compliance requirements: .activities allowed or unallowed; allowable
costs/cost principles; eligibility; matching, level of effort, earmarking;
and, reporting.
8_.235 Program-speoific audits.

(a) Program-specific audit guige available. In many cases, a program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance requirements, suggested
audit procedures, and audit reporting requirements. The auditor should .
contact the Office of Inspector General of the Federal agency to determine
whether such a guide is available. When a current program-specific audit
guide is available, the auditor shall follow GAGAS and the guide.when
performing a progrmn-specific audit.

(b) 'Program~specific audit guide not available. (l) When a program-
specific audit guide is not available, the auditee and auditor shall have
basically the same responsibilities for the Federal program as they would have
for'an audit of a major progr~m in a single audit. .

(2) The auditee shall prepare the financial statement(s) for the
Federal program that includes, at a minimum, a schedule of expenditures of
Federal awards for the program and notes that describe the significant
accounting policies used in preparing the schedule, a summary schedule of
prior audit findings oonsistent with the requirements of § :315(b), and a
corrective action plan consistent with the requirements of 6 ,315(0).

(3). The auditor shall:
(i) Perform an audit of the financial statement(s) for the

Federal program in accordance with GAGAS;
(ii) Obtain an understanding of internal control and

perform tests of internal control over the Federal program consistent with the
requirements of s__ ,500 (0) for a major program,

(iii) Perform procedures to determine whether the auditee
has complied with laws, regUlations, and the provisions of contracts or 'grant
agte'ements that could have a direct and material effect on the Federal pr'ogram
consistent with the requirements of § .500(d) for a major program; and
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(iv) Follow up on prior audit findings, perform procedures
to assess the reasonableness of the summary schedule of prior audd t .findings
prepared by the auditee; and report, as a current year audit finding, when the
auditor concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding in accordance with the
requirements of § ~500(e).

·(4) The auditor's report(s) may be in the form of either
combined or separate reports· and may be organized differently from the manner
presented in this section. The auditor's report(s) shall state that the audit
was conducted in accordance with this part and include the following:

(i) An opinion (or disclaimer of opinion) as to whether
the financial statement(s) of the Federal program is presented fairly in all
material respects in conformity with the stated accounting policies;

(ii) A report on internal control related to the Federal
program, which shall describe the scope of testing of internal control and the
results of the tests;

(iii) A report on compliance which includes an opinion (or
disclaimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of co~tracts or grant agreements which could
have a direct and material effect on the Federal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the auditor's results relative to
the Federal program in a format consistent with § .505(d) (1) and findings
and questioned costs consistent with the requirements of S .505(d) (3) .

(c) Report sUbmission for program-specific audits.
(1) The audit shall be completed and the reporting· required by paragraph
(0) (2) or (0) (3) of this section submitted within the earlier of 30 days after
receipt of the auditor's report (e) , or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding 'or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor's
report(s), or 13 months after the end of the audit period, unless a different
period is specified in·a program-specific audit guide.) Unless restricted by
law or regUlation, theauditee shall make report copies available for public
inspection.

(2) When a program-specific audit guide is available, the
auditee shall Bubmit to the Federal clearinghOUse designated by OMS the data
collection form prepared in accordance with s ,320 (b), as applicable to a
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement(s) 9f the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of
this section, and the auditor's report(s) described in paragraph (b) (4) of
this section. The data oollection form prepared in accordance with
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§ ,320(b), as applicable 'to a program-specific audit, and one copy of this
reporting package shall be submitted to the Federal clearinghouse designated
by OMB to be retained as an archival copy, Also, when the schedule of
findings and questioned costs disclosed audit findings o~ the summary schedule
of prior audit findings reported the status of any audit findings, the auditee
shall submit one copy of the reporting package to the Federal clearinghouse on
behalf of the Federal awarding agency, or directly to the pass-through entity
in the case of a subrecipient. Instead of submitting the reporting psckage to
the pass-through entity, when a subrecipient is not required to submit a
reporting package to the pass-through entity, the subrecipient shall provide
written notification to the pass-through entity, ponsistent with the
requirements of § .320(&)(2). A subrecipient may submit a copy of the
reporting package~ the pass-through entity to comply with this notification
requirement.

(d) Other sections of this part may apply. p~ogram-specific audits
are subject to 8_.100 through §__ .215 (b), 'S__ .220 through 8_,230,
S_,300 through S__ .305, 8 .315, 8_.320(f) through S_.320(j), 9 .400
through S .405, S ,510 through S .515, and other referenced provisions
of this part unless-cDntrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

(a) Identify, in its accounts, all Federal awards received
expended and the Federal programs under which they were received.
program and award identification shall include, as applicable, the
and number, award number and year, name of the Federal agency, and
pass-through entity.

(b) Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on each of its
Federal programs.

and
Federal
CFDA title
name of the

Subpart C--Audit&as
§ .300 Auditaa responsibilities.

The auditee shall:

(c) Comp+y with laws, regulations, and the provisions of contracts or
grant agreement$ related to each of its Federal programs.
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(d) Prepare appropriate financial statements, including the schedule
of expenditures of Federal awards in accordance with'S .310,

(e) Ensure that the audits required by this part are properly
performed and submitted when,due. When extensions to the report submission
due date required by § ,320 (a) are granted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse designated by OMB
and each pass~through entity providing Federal awards of the extension.

(f) Follow up and take corrective action on audit findings, including
preparation of a summary schedule of prior audit findings and a oorrective
action plan in accordance with S .315(b) and S__ ,31S(c),respectively,

S_,305 Auditor selection.
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(a) Auditor procurement. In procuring audit serv~ces, auditees shall
follow the procurement standards prescribed by the Grants Management Common
Rule (hereinafter refe'rredto as the "A-102 Common Rule") published March 11,
1988 and amended April 19, 1995 (insert appropriate CFR oitation), Circular
A-llO, "Uniform Administrative Requirements for Grants and Agreements with
Institutions of Higher Education, Hospi tala and Other Non-Profit
Organizations,n or the FAR (48 CFR part 42), as applicable (OMB Circulars are
available from the Office of Administration, Publications Office, room 2200,
New Executive Office'Building, Washington, DC 20503). Whenever possible,
auditees shall make positive efforts to utilize small businesses, minority-
owned firms, and women's business enterprises, in procuring audit services as
stated in the A-102 Common Rule, OMB Circular A-ll0, or the FAR (48 CPR part
42), as applicable. In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for Audit services include the
responsiveness to the request for proposal, relevant experience, availability
of staff with professional qualifications and technical abilities, the results
of external quality control reviews, and price.

(b) Restriction on auditor preparing indirect cost proposals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the Audit ~equired by this part when the
indirect costs recovered b¥ the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
Which the resulting indirect cost agreement ,orcost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal years beginning after
June 30, 1998.

(c) Use of Federal auditors. Federal auditors may perform all or part
of the work required under this part if they ,comply fully with the
requirements of this part.
5_.310 Financial statements.

(a) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audi,ted. The financial statements shall be for the same organizational uni t
and fiscal year that is chosen to meet the requirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with 1__ .500(a) and prepare separate financial stat~en:ts.

(b) Schedule of expenditUreS of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee's'financial statements. While not required, the
auditee may choose to provide information requested by,Federal awarding
agencies and pasa-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

(1) List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
P:J;"ogramswithin a cluster of programs. For R&D, total Federal awards expended
shall be shown either 'by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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(2) For Fed~ral awards received as a subrecipient, the name of
the pass-through entity and identifying number assigned ~ the pass-through
entity shall be included.

(3) Provide total Federal awards expended' for each indiVidual
Federal program and the CFDA number or other identifying number when the CFDA
information is not available.

.• j
i
i,,
i,
I
I
)

I
I
I
i
I

I

(4) Include notes that describe the significant accounting
policies used in pr~aring the schedule.

(5) To the extent practical, pass-through entities should
identify in the schedule the total amount provided to subrecipients from each
Federal program. '

(6) Include, in either the schedule or a note to the schedule,
the value of the Federal awards expended in the form of non-cash assistance,
the amount of insurance i.neffect during the year, and loans or loan
guarantees outstanding at year end. While not required, it is preferable to
present this information in the schedule.
5_,.3:i.5 Audi t findings follow-up.

(a) General.' The auditee is responsible for follow-up and corrective
action on all audit findings. As part of this responsibility, the auditee
shall prepare a summary schedule of prior audit findings. The auditee shall
also prepare a corrective action plan fo:/:current year audit findings. The
summary schedule of prior audit findings and the corrective action plan shall
include the reft;!rencenumbers the auditor assigns to audit findings under
5_,510 (a). Since the summary schedule may include audit findings from
multiple years, it shall include the fiscal year in which the 'finding
initially occurred. '

(b) Summary schedule of prior audit findings. The summary schedule of
prior audit findings shall report the status of all audit 'findings included in
the prior audit's schedule of findings and qqestioned costs relative to
Federal awards. The SUllllllAXY schedule shall also include audit findings
reported in the prior audit's 'S1,llllInaryschedule of prior audit findings except
audit findin~s listed as corrected in accordance with paragraph (b)(1) of this
section, or no longer valid or not warranting further action in accordance
with p~ragraph (b)(4) of this section.

(1) When audit findings were fully corrected, the summary
schedule need only list the audit findings and state that corrective actian'
was taken.

(2) When audit findings were not corrected or were only
partially corrected, the summary schedule shall describe the planned
corrective action as well as any partial corrective action taken.

(3) When corrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federal agenc:y's or pass-through entity's management decision, the l;Iummary
schedule shall provide an explanation..

(4) When the'auditee believes the audit findings are no longer
valid or do not warrant further action, the reasons for this position shall be
described in the sununary schedule. A valid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred:

(i) Two years have passed since the audit report in which
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the finding occurred was submitted to the Feder~l clearinghouse;
(ii) The Federal agency or pass-through' entity is not

currently following up with the auditee OP the audit finding; ,and
(iii) A management decision was not issued.

(c) Correctiye action plan. At the completion of the audit, the
auditee shall prepare a corrective action plan to address each audit finding
included in the current year auditor's reports. The corrective action planshall provide.the name(s) of the contact person(s) responsible for corrective
action, the corrective action planned, and the anticipated completion date.
If the auditee does not agree with the audit findings or believes corrective
action is not reqUired, then the corrective action plan shall include an
explanation and specific reasons.
5 .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 (0) of this section shall be submitted within the
earlier of 30 days after receipt of the auditor's report(s), or nine months
after the ~nd of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the audit shall be oompleted and
the data collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor's report(s), or 13 months
after the end of the audit period.) unless restrioted by law or regulation,
the auditee shall make copies available for public inSpection.

(b) pata Collegtion. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMEl,available from the
Federal clearinghouse ~esig.nated by OMB, and inolude data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial offioer) shall sign a statement to be included as part of
the form certifying that: the'auditee oomplied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
acco1l\Panyingthe form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elemen!;s:
(i) The type of report the auditor issued on the financial statements of

the auditee (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion).
Where applicable, a statement that significant deficiencies in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.
A statement· as to whether the audit disclosed· any noncompliance which
is material to the financial statements of the auditee.
Where applicable, a statement that significant deficiencies 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

(ii)

(iii)

(iv)

(v)
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The name of the cognizant or oversight agency for audit determined in
accordance with.I .400(a) and § .400{b), respectively.

(3) Using the information included in the reporting package
described in paragraph (e) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to be
included as part of the data collection form that indicates, at a minimum, the
source of the information included in the fonn, the auditor's responsibility
for the information, that the form is not a substitute for the reporting
pac~age described in.para~aph Co) of this section, and that the content of

--------_ .•.. -

(vi)

(vii)

(viii)

(Lx)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

{xvi}

pr9grams (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer'of opinion).

,A list of the Federal awarding agencies which will receive a copy of
the reporting package pursuant to § .320(d){2) of OMS Circular
A-133.

I
I
I
I

!

I
I
I
I

I

A yes or no statement as to whether the auQitee qualified 'as a ~ow-
risk auditee under 1 .530 of OMB circular A-133.
The dollar threshold used to distinguish between Type A and Type B
programs as defined in 1_·__ .S20(b) of OMB Circular A-133.
The Catalog of Federal Domestic Assistance (CFDA) number for each
Federal program, as applicable.
The name of each Federal program and identification of each major
program. Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards.' .
The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.
For each Federal program, a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any questioned costs:
IA) Activities allowed or unallowed.
IB} Allowable costs/cost principles.
(e) Cash management.
(D) Davis-Bacon Act.
(E) Eligibility.
(F) ,Equipment and real property management.
(G) Matching, level of, effort, earmarking.
(H) Period of availability of Federal funds.
(I) Procurement and suspension and debarment.
(J) Program income.
(K) Real property acquisition and relocation assistance.
(L) Reporting.
(M) Subrecipient monitoring.
(N) Special tests and provisions.
Auditee Name, Employer Identification Number(e}, Name and Title of
Certifying Official, Telephone Number, Signature, and Date.
Auditor Name, Name and Title of Contact Person, Auditor Address,
Auditor Telephone Number, Signature,,~nd Date.
Whether the auditee has either a oognizant or oversight agency for
audit.
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the form is limited to the data elements prescribed bY OMB.
,(c) , Reporting package. The reporting package shall include the:

(1) Financial statements and schedule of expenditures of
Federal awards discussed in 1 .310(&) and 5 .310 (b), respectively;

(2)
1_.315(b);

Summary schedule of prior audit findings discussed in

(3)

(4)

Auditor's report(s) discussed in 5 .505; and
corrective action plan discussed in 1 .315(0).

(d) submission to clearinghouse. All auditees shall submit to the Federal
clearinghouse designated by OMB a single copy of the data collection form
described in paragraph (b) 'of this section and the reporting package described
in paragraph (0) of this section.

(e) Additional submission by subrecipients. (1) In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (a) of this section for each pass-
through entity when the scheduie of findings and questioned costs disclosed
'audit findings relating to Federal awards that the pass-through entity
provided or the swnmary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided. '

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to parag~aph(.) (1) of this section,
the subrecipient shall provide writt~ notification to the pass~through entity
that: an audit of the subrecipient was conducted in accordance with this part
(including the period covered :by the audit and the name, amount, and CFDA
number of the Federal award{s) provided by the pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may sub.mita copy of the reporting package described
in paragraph (0) of this section to a pass-through entity to comply with this
notification requirement.

(f) Requests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies .of
the reporting package described in paragraph (0) of this section and, if
requested, a copy of any management letters issued by the ~uditor.

(g) Report retention requirements. Auditees 'shall keep one copy of
the data collection form described in paragraph (b) of this section and'one
copy of the reporting package described in paragraph (e) of this section on
file for three years from the date of submission to the Federal clearinghouse
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designa~ed qy OMB. Pass-through entities shall keep Bubrecipients'
submissions on file for three years from date of reoeipt.

(hI Clearinghouse responsibilities. The Federal clearinghouse
designated qy OMB shall distribute the reporting packages received in
accordance with paragraph (4)(2) of this section and 1 ,235(0)(3) to
applicable Federal awarding agencies, maintain a,data base of co~leted
audits, provide appropriate information to Federal agencies, and follow up
with known auditees Which have not submitted the required data collection
forms and reporting packages.
, (i) Clearinghouse address. The address of the Federal clearinghouse
currently designated qy OMB is Federal Audit Clearinghouse, BUreau of the
Census, 1201 E. 10th street, Jeffersonville, IN 47132.

(j) Electronic filing. Nothing in this part shall preclude electronic
submissions to the Federal clearinghouse in such manner as may be approved ~
OMB. With OMB approval" the Federal clearinghouse may pilot test methods of
electronic submissions.
Subpart D--Federal Agencies a~d PaBs-~roughEnt!t!es
1 .400 Re8Pons1~111tie.,

(a) cognizant agency for audit responsibilities. Recipients expending
more than $25 million ($50 million for 'fiscal years 'ending after December 31,
2003) a year in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unlesEi
OMB makes a specific cognizant agency for audit assignment.
Following is effective for fiscal years ending on or before December 31, 2003:
To provide for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and every fifth year
thereafter. For exa:mple,audit cognizanc,e for periods ending in 1997 through
2000 will,be determined based 'on Federal awards expended in 1995. (However,
for States and local governments, that ~end more than $25 million a year in
Federal awards and have preViously assigned cognizant agencies for audit, the
reqUirements of this paragraph are not effective until -fiscal years beginning
after June 30, 2000.)
Foll(:)wing is effective for fiscal years ending after December31, 2003:
The determination of the~redominant amount of direct funding shall be'based
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 2014, and every fifth year thereafter. For ex~le, audit
cognizance for periods ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004. (However, for 2001 through 2005,the
cognizant agency for audit is determined based on the predominant amount of
direct Federal awards expended in the,recipient's fiscal year ending in 2000).
Notwithstanding the manner in which audit cognizance is determined, a Federal
awarding agency with,cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provide~ substantial, direct funding and
agrees to be the cognizant agency for audit. Within 30 days after any
reassignment, both the old and the new cognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall: '

(1) Provide technical audit advice and liaison to auditees and
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auditors.
(2) Consider auditee requests for exten~ions.to the report
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submission due·date ~equired byl .320(a). The cognizant agency for audit
may grant extensions for good cause. .

(3) Obtain or conduct quality control reviews of selected
audits made by non-Federal auditors, and provide the results, when
appropriate, to other interested organizations.

(4) promptly inform other affeoted Federal agenoies and
appropriate Federal law enforoement officials of any direct reporting by the
auditee or its auditor of irregularities or illegal acts, as required by GAGAS
or laws and regulations.

(5) Advise the auditor and,·where appropriate, the auditee of
any deficiencies found in the audits when the deficiencies require corrective
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take·correotive action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal aWarding agencies and pass-through entities of th~
facts and make recommendations for follow-up action. Major inadequacies or
repetitive substandard performance ~ auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
action.

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits performed in accordanc~ with this part.

(7) Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency ..

IB) coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under 1 .220, consider
auditee requests to qualify as a low-risk auditee under 1 .530(a).

(h) .9Yersight agency for audit responsibilities. An auditee which
does not have a designated cognizant agency fOr aUdit will be under the
general oversight of the Federal agency determined in accordance with
1 .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
requested.

(2) May assume all or some of the responsibilities normally
performed by a cogni~ant agency for audit.

(c) Federal aWArding agency responsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing each recipient
of the CFDA title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal
award.

(2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

(3) Ensure that audits are completed and reports are received
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in a timely manner and in acoordance with the requirements of this part ..~"

(4) Provide technical advice and counsel to auditees and
auditors as requested.

(5) Issue a managementdecision on audit findings within six
monthsafter receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action.

(6) Assign a person respo~sible for providing annual updates
of the compliance supplement to OMB.

(d) Pass-through entity responsibilities. Apass-through entity shall
perform the following for the Federal awards it makes:

(l)Identify Federal awardsmadeby informing each
subrecipient of CFDAtitle ·and number, awardnameand number, award year, if
the award is R&D, and nameof Federal agency. WhensClllleof this information
is not available, the pass-through entity sha;!.l provide the best information
available to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them by
Federal laws, regulations, and the·provisions of contracts or grant agreements
as well as any supplemental requirements imposed by the·pass -through entity.

(3) Monitor the activities of subiecipients as necess8;Y to
ensure that Federal awards are used for authorized purposes in c~liance with
laws, regulations, and the provisions of contracts or grant agreements and
that performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 ($500,000 tor
tiscal years ending atter December 31, 2003) .or more in Federal ·awards during
the subrecipient' s fiscal year have met the audit requirements. of this part
for th~t fiscal year.

(5) Issue a managementdecision on audit findings within six
monthsafter receipt of the subrecipient's audit repo:r;tand ensure that the
stibrecipient takes appropriate and timely corrective action.

(6) Consider whether suhrecipient audits necessitate
adjustment ~f the pass-through entity'S ownrecords.

(7) Require each subrecipient to permit the pass-through
ent.ity and auditors to have access to the records and financial statements as
neceasary for the pass-through entity to complywith this part.
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1_.405 Managementdeoision.

(a) General. Themanagementdecision shall clearly state whether or
not the audit finding is sustained, the reasons for the decision, and the
expeoted auditee action to repay disallowed costs, makefinancial adjustments,
or take other action. If the auditee has not completed corrective action, a
timetable for follOW-Upshould be given. Prior to issuing the management
decision, the Federal agency or pass-through entity mayrequest
additional information or documentation from the auditee, including a request
for auditor assuranoe related to the documentation, as a way of mitigating
disallowed costs. Themanagementdecision should ·describe any appeal process
available to the auditee.

(h) Federal agency. AS· provided in 5 .400(a) (7), the cognizant
agency for audit shal~ be responsible for coordinating a managementdecision
for audit findings that affect the programs of mor-e than one Federal agency.
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As provided in I .400(0)(5), a Federal aw~rding agency is responsible.for
iSBuing a management decision for findings that relate to Federal a~rds it
makes to recipients. Alternate arrangements may be made on a case-~-case
basis by agreement among the Federal agencies concerned ..

(c) Pass-through entity. As provided in 5 .400(d) (5), the pass-
through entity shall be responsible for making the management decision for
audit findings that relate to Federal awards it makes to subrecipients.

(d) Time requirements. The entity responsible for making the
management decision shall do so within six months of receipt of the audit
report. Corrective action should be initiated within six months after receipt
of the audit report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
reference numbers the auditor assigned to each audit finding in accordancewith 1__·__.510(0).
Subpart m--Audito~8
1 .500 Scope of audit.

(aI General. The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire operations of the auditeel or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administered Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and schedule of expenditures of Federal awards shall
be for the same fiscal year.

(bl Financial statements. "he auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of ~nditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) Internal control. (1) In addition to the requirements of GAGAS,
the auditor shall perform procedures to Obtain an understanding of internal
control over Federal pr~grams sufficient to plan the audit to support a low
assessed level of control risk for major programs.

(2) Except as provided in paragraph (e)(3) of this section,
the auditor shall:

(i) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

(ii) Perform testing of internal control as planned in
paragraph (0)(2)(i) of this section.

(3) When internal control over some or all of the c~liance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (e)(2) of this section are not reqUired for those compliance
requirements. However, the auditor shall report a significant deficiency
(including whether any such condition is a material weakness) in accordancewith 1 .510, assess the related control risk at the maximum, and consider
whether additional compliance tests are required because of ineffective
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internal control.

(d) Cgmpliance. (1) In addition to the requirements of GAGAS,the
auditor shall determine whether the auditee has co~lied with laws,
regulations, and the provisions of contracts or grant agreements that mayhave'
a direct and material effect on each of its major programs.

(2) The principal compliance requirements applicable to most
Federal programs and the complianoe requirements of the largest Federal
.programsare included in the cOIl\Pliancesupplement.

\
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(3) For the co~liance requirements related to Federal
programs oontained in the compliance supplement, an audit of these compliance
requirements will meet the requirements of this part. Wherethere have been
changes to the compliance requirements and the changes are not reflected in
the compliance supplement, the auditor shall determine the current compliance
requirements andmodify the audit procedures accordingly. For those Federal
programsnot covered in the c01l1Pliancesupplement, the auditor should use the
types of compliancerequirements contained in the compliance supplement as
guidance for identifying the types of cQllpliance requirements to test, and
determine the requirements governing the Federal program bY reviewing the
provisions of contracts and grant ~greements and the laws and regulations
feferred to in such contracts and grant agreements.

(4) The compliance testing shall include tests of transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to suppOrt an opinion on compliance. -

(e) Audit follow-up. The auditor shall follow-up on prior audit
findings, perform procedures to assess the reasonableness of the summar,y
schedule of prior lludit findings prepared by the auditee in accordance with
§__ .3:L5(b) , and report, as a current year audit finding, whenthe auditor
concludes that the summaryschedule of prior audit findings :materially
misrepreserits the status of any prior audit finding. The auditor shall
perform audit follow-up proceClures regardless of whether a prior audit finding
relates to a major program in the current year.

(f) Data Collection Form', As required in 1 ~320 (b) (3), the aUditor
shall cOII'!Pleteand sign specified sections of the data collection form.

1_'_.505 ~udit reporting.
The auditor' s report (s) maybe in the form of ei ther combined or

separate reports andmaybe organized differently from the mannerpresented in
this section. Theauditor' s report (s) shall state that the audit was
conducted in accordaqcewith this part and include the following:

(a) Anopinion (or disclaimer of opinion) as to whether the financial
statements are presented fairly in all material respects in confonnity with
generally accepted accounting principles and an opinion (or disclaimer of
opiniop.) as to whether the schedule of eXpenditures of Federal awards is
presented fairly in all material r~spects in relation to the financial
statements taken as a whole.

(b) A-report on internal control related t.o the financial statements'
and major programs. This report shail describe the scope of testing of
internal control and the results of the tests, and, where applicable, refer to
the separate schedule of findings and questioned costs described in paragraph
(4) of this section. '

(c) A report on compliance with laws, regulations, and the provisions
of contracts or grant agreements I noncompliancewith which could have a
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material effect on the financial statements. This report shall also include
an opinion (or disclaimer of opinion) as to whether the auditee .complied with
laws. regulations. and the provisions of contracts or grant agreements which
could have a direct and material effeot on each major program, and, where
applicable. refer to the separate schedule of findings and questioned costs
described in paragraph (d) of this section.

(d) A schedule of findings and questioned costs which shall include
the following three cOBIPonents:

(1) A summary of the auditor's results which shall include:
(i) The type of report the auditor issued on the

financial statements of the 8uditee (i.e.• unqualified opinion. qualified
opinion, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a statement that significant
deficiencies in internal control were disclosed Py the audit of the financial
statements and whether any such conditions were material weaknesses;

(iii) A statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that significant
deficiencies in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

Iv) The type of report the auditor issued on c~liance
for major programs (i.e., unqualified opinion. qualified opinion. adverse
opin~on, or disclaimer of opinion);

(vi) A statement as to whether tbe audit disclosed any
audit findings which the auditor is required to report under 1 ,510(a)I

(vii) An identification of major programs;
(viii)The dollar threshold used to distinguish between

Type A and Type B programs. as described in 1 .520(b); and
(ix) A statement 8.6 to whether the auditee qualified as

a low-risk auditee under 1 .530.
(2) Findings relating to the financial statements which are

required to be reported in accordance with GAGAS. .
(3) Findings and questioned costs for Federal awards which

shall include audit findings as defined in 1 .510(a).
(i) Audit findings (e.g., internal control findings,

compliance findings, questioned costs, or fraud) which relate to the sameissue should be presented as a single audit finding. Where practical, audit
findings should be organi~ed ~ 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)
of this section; respectively, should be reported in both sections of the
schedule. However. the reporting in one section.of the schedule may be insummary for;mwith a reference to a detailed reporting in the other section of
the schedule.
1_.510 Aud:l.t find:l.ngll.
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(a) Audit findings reported. The auditor shB.l1 report thE! following
as audit findings in a schedule of findings and questioned costs:

(1) Signifioant defipiencies in internal control over major
programs. The auditor's detezmination of whether a deficiency in internal
control is a significant deficieicny for the purpose ~f reporti~g an audit
finding is in relation to a type of compliance requirement for a major program
or an audit objective identified in the compliance supplement. The auditor
shall identify significant deficiencies which are individually or cumulatively
material weaknesses.

(2) Material noncOIl1Pliancewith the provisions of laws,
regulations, contracts, or grant agreements related to a'major program. The
auditor's determination of whether a noncoIllPliancewith the provisions of
laws, regulations, contracts, or grant agreements is material for the purpose
of reporting an audit finding is in relation to a type of compliance
requirement for a major program or an audit objective identified in the
c~liance Bupplement.

(3) Known questioned costs which are greater than $10,000 for
a type of cOlTlPliancerequirement for a major program. Known questioned costs
are those specifically identified ~ the auditor. In evaluating the effect of
questioned costs on the opinion on compliance, the auditor considers the best
estimate of total costs questioned (likely questioned costs), not just the
questioned costs specifically identified (known questioned costs). The
apditor shall also report known questioned costs when likely questioned costs
are greater than $10,000 for a type of compliance requirement.for a major
program. In reporting questioned 'costs, the auditor shall include information
to provide proper perspective for judging the prevalenoe and consequences of
the questioned costs. r

i
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. (4) Known questioned costs which are,greater than $10,000 for
a Federal program which is not audited as a major program.' Except for audit
follow-up, the auditor is not required under this .part to perfoxm audit
procedures for such a Federal program; therefore, the auditor will normally
not find questioned costs for a program which is not audited as a major
program. Howev~, if the auditor does become aware of questioned costs for a
Federal program which is not audited as a major program (e.9., as part of
audit follow-up or other audit procedures) and the known questioned cost~ are
greater than $10iOOO, then the auditor shall report this as an audit finding.

(5) The circumstances' concerning why the auditor's report on
compliance, for major programs is other than an unqualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and questioned costs for Federal awards. .

(6) Known .fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit finding in the schedule of,findings and
questioned costs for Federal awards. This paragraph does not require the
auditor to make an additional reporting when the auditor oonfirms that the
fraud was reported outside of the auditpr's reports under the direct reporting
requirements of GAGAS. '

(7) Instances where the results of audit follow-up procedures
disclosed that the sumnary schedule of prior audit findings prepared by the .
auditee in accordance with 1 .315(b) materially misrepresents the status of
any prior audit finding.

(b) Audit finding
sufficient detail for the
corrective action and for
at a management decision.

detail. Audit findings shaJ,.lbe presented in
auditee to prepare a corrective action plan and take
Federal agencies and pass-through entities to arrive
The following specific information shall be
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included, as applicable, in audit findings:
(1) ,Federal program and specific Federal award identification

including the CFDA title and number, Federal award number and,year, name of
Federal agericy,and name of the 'applicable ,pass-through entity. When
information, such as the CFDA title and number or Federal award number, is not
available, the auditor shall provide the best information available to
describe the Federal awaz:d. ' .

(2) The criteria or specific requirement upon which the audit
finding is based, including statutory, regUlatory, or other citation.

(3) The condition found, including facts that support the
deficiency identified in the audit finding.

(4) Identification of questioned costs and how they were
computed.

(5) Information to provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instanoe or a systemic problem. Where
appropriate, instanoes identified shall be related to the universe and the
number of cases examined and be quantified in terms of dollar value.

(6) The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to per.mit them to determine the cause and effect to
facilitate prompt and proper corrective action.

(7) Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and questioned costs shall include a r~ferenoe number to allow for easy
referencing of the audit findings during follow-up.
5_'_.515 Aud~t working papers.

(a) Retention of working papers. The auditor shall retain working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to theauditee, unleSS the auditor is notified in
writing by the cognizant agency for audit, oversight ageney for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditae is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

(h) Access to working papers. Audit working papers shall be madeavailable upon request to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the'audit, as part of a quality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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&_.520 Ha~or pro~ram determination.
(a) General. The auditor shall use a risk-based approach to determine

which Federal programs are major programs. Thiilrisk-based approaoh shall
include consideration of: Current and prior audit experience, overlilightby
Federal agencies and pass-through entities, and the inherent risk of the
Federal program._ The process in paragraphs (b) through (i) of this section
shall be followed.

(b) Step 1. (1)
programs, which shall be
as Federal programs with
exceeding the larger of:

The auditor shall identify the larger Federal
labeled Type A programs. Type A prpgrams are defined
Federal awards expended during the audit period

(i) $300,000 or three percent (.03) of total Federal
awards expended in the case of an auditee for which total Federal awards
expended equal or exceed $300,000 but are less than or equal to $100 million.

(ii) $3 million or three-tenths of one percent (.003) of
total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $100 million but are less than or equal to $10
billion. '

,
i,
i
I

(iii) $30 million or 15 hundredths of one percent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $10 billion.

(2) Federal programs not labeled Type A under paragraph (b)(l)
of this section shall be labeled Type B programs.

(3) The inclusion of large loan and loan guarantees (loans)
should not result in the exclusion of other programs as Type A programs. When
a Federal program providing loans significantly affects the number or size of
TYPe A programs, the auditor shall consider this Federal program as a Type A
program and exclude its values in determining other Type A programs.

(4) For biennial audits permitted under & ,220, the
determination of Type A and TYPe B programs shall be based upon the Federal
awards expended during the two-year period.

l
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(c) Step 2. (1) The auditor shall identify Type A programs which are
low-risk. For a Type A program to be considered low-risk, it shall have been
audited as a major program in at least one of the two most recent audit
periods (in the most recent audit period in the case of a biennial audit),
and, in the most recent audit period, it shall have had no audit findings
under-5__ .510 (a). However, the auditor may use judgment and consider that
audit findings from questioned costs under 8 ,510(a)(3) and 1 .51D(a) (4),
fraud under 5__ .510(a)(6), and aud·itfollow-up for the summary schedule of
prior audit findings under 5__ ,510(&) (7) do not preclude the Type A pro~rarn
from being low-risk. The auditor shall consider: the criteria in 1 .525(0),
S .525(d)(1), §__ ,525(d) (2), and 1 ,525(d)(3); the results of audit
follow-up; whether any changes in personnel or systems affecting a Type A
program have significantly increased risk; and apply professional judgment in
determining whether a Type A program is low-risk .

.(2) Notwithstanding paragraph (c)(1) of this section, OMB may
approve a Federal awarding agency's request that a Type A program at certain
recipient~ may not be considered low-risk. For example, it may be necessary
for a large TYPe A program to be audited as major each year at particular
recipients to 'allow the Federal agency to cOJllplywith the Government
Management Reform Act of 1994 (31 U.S.C. 3515). The Federal agency shall
notify the recipient and, ,if known, the auditor at least 180 days prior to the
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end of the fiscal year to be audited of OMB'a approval.
(d) Step 3. (l) The auditor shall identify Type B programs which are

high-risk using professional judgment "and the criteria in 1 .525. However,
should the ~uditor select Option 2 under Step 4 (paragraph (e)(2)(i)(B) of
this aection), the auditor is not required to identify more high-risk Type B
programs than the number of low-risk Type A programs. Bxcept for known
significant deficiencies in internal control or compliance problems as discussed
in 1 .S25(b} (1), S .525 (b) (2) , and 1 .525(c)(1), a single criteria in
5 .525 would seldom cauae a Type B program to be considered high-risk.

(2) The auditor is not exPected to perform risk assessments on
relatively small Federal programs. Therefore, the auditor is only required to
perform risk assessments on Type B programs that exceed the larger of:

(i) $100,000 or three-tenths of one percent (.003) of
total Federal awards expended when the auditee has less than or equal to $100
million in total Federal awards expended.

(ii) $300,000 or three-hundredths of one percent (.0003)
of total Federal awards expended when the auditee bas more than $100 million
in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph (c)(l) of this
section) .

(2) (i) High-risk Type B programs as identified under
either of the following two options:

(AI QQtiop 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (8)(2)(1) (A) does not require the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B) Option 2. Ooe high~risk Type B program for
each Type A program identified as low-risk"under step 2.

(ii) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (el (2) (i) (A) or (3),
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

with the
section.
as major

(3) Such additional programs as may be necessary to comply
percentage of coverage rule discussed in paragraph (f) of this
This paragraph (el (3) may require the auditor to audit more programs

than the number of Type A programs.
(f) percentage of coverage rule. The auditor shall audit as major

programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least SO percent of total Federal awards exPended. If the
auditee meets the criteria in 5 .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompaaa at least 25 percent of total
Federal awards expended.

(g) Documentation of risk. The auditor shall document in the working
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papers the risk analysis process used in determining major progra:ms.
(h) Auditor's iudgment. ~en the ~jor program determination was

performed and documented in accordance with this part, "the auditor'S judgment
in applying the risk-based approach to determine major programs shall be
presumed ·correct. Challenges b,y Federal agencies and pass-through entities
shall only be for clearly improper use of the guidance in this part . However,
.Federal agencies and pass-through entities may provide auditors guidance about
the risk of a particular Federal program and the auditor shall consider this
guidance in determining ~jor programs in audits not yet completed.

(i) Deviation from use of risk criteria.' For first-year audits, the
auditor may elect to determine major programs as all Type A progrems plus any
Type B programs as necessary to meet the percentage of coverage rule disctlssed
in paragraph (f) of this section. under this option, the auditor would not be
required to perform the procedures discussed in paragraphs (01, (d), and (al
of this section.

(1) A first-year audit is the first year the entity is audited
under this part or the first year of a change of auditors.

(2) To ensure that a frequent change of auditors would not
preclude audit of high-risk Type B programs, this election for first-year
audits may not be used by allauditee more than 'once in every three years.

" .

1il_.525 criteria for Feder~l program ri.k.
(a) General. 'I'heauditor's detennination should be based on an

overall evaluation of the risk of noncompliance· occurring which could be
material to the Federal program. 'I'heauditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (d), artd (d) of this
section, to identify risk in Federal programs. Also, as part of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the Federal agency or pass-through entity ..

(b) Current and prior audit experience. (1) weaknesses in internal
control over Federal programs would indicate higher risk. Consideration
should be given to the control environment over Federal progr~ and such
factors as the expec£atipn of management's adherence to applicable laws and
regulations and the provisionso! contracts and grant agreements and the,
competence and experience of personnel who administer the Federal programs.

(i) A Federal program administered under mUltiple
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shall consider whether weaknesses are isolated
in a single operating unit (e.g., one college CflIl\Pus)or pervasive throughout
the entity. .

(ii) When significant parts of a Federal program are
passed through to subrecipients, a weak system for mqni toring subrecipients
would indicate higher risk.

(iii) The'extent to Which computer processing is used to
administer Federal programs, as well as the c~lexity of that processing,
should be considered by the auditor in assessing risk. New and recently
modified computer systems may also indicate risk.

(2) Prior audit findings would indicate higher risk,
pa~ticularly when the situations identified in the audit findings could have a
significant impact on a Federal program or have not been corrected.

(3) Federal programs not recently audited as major programs
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may be of higher risk ~han Federal programs recently audited as major programs
without audit findings.

(c) oversight exerqised by Federal agencies and pass-through ~ntities .
(1) OVersight exercised by Federal agencies or pass-through entities could
indicate risk. For example, recent monitoring or other reviews performed by
an oversight entity which disclosed no significant problems would indicate
lower risk. However, monitoring which disclosed significant problems. would
indicate higher risk.

(2) Federal agencies, with the concurrence of 9MB, may
identify Federal programs which are higher risk. OMB plans to provide this
identification in the compliance supplement.

{d) Inherent risk·of the Federal program. (1) The nature of a
Feder~l program may indicate risk. consideration should be given to the
complexi ty of the program and the extent to which the Federal programcontracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee participates in a Federal program, the risk ~y be higher due to
start-up or closeout of program activities and staff.

(4) Type B programs with larger Federal awards expended would
be of higher risk than programs with substantially smal~er Federal awards
expended.
1_.530 Criteria for a low-risk audit.e.

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with 1 .520:

(a). Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit.

(b) The auditor'S opinions on the financial statements and the
schedule of expenditures of Federal awards were unqualified. However, the
cognizant or oversight agency' for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver.

(c) There were no deficiencies in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,
the cognizant or oversight agency for audit may Judge that any identified
material weaknesses do not affect the management of Federal awards and provide
Ii waiver.
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(d) None of the Federal programs had audit findings from any of the
following in either of the preceding two years (or, in the case of biennial
audits, preceding two audit periods) in which they were .classified as Type A
programs:

el) Internal control deficiencies which were identified as
material weaknesses;

. .
(2) Noncompliance with the provisions of laws, regulations,

contracts, or grant agreements which have a material effect on the Type A
program; or

(3) Known or likely questioned costs that exceed five percent
of the total Federal awards expended for a Type A program during the year ..
Appendix A to Part __ -Data Collection Form (Form SF-SAC)

[insert SF-SAC after finalized]
Appendix B to Part __ - circular A-133 Compliance Supplement

Note: Provisional OMB Circular A-133 Compliance Supplement is available
from the Office of Administration, Publications Office, room 2200, New
Executive Office Building, Washington. DC 20503. .
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570·4000 • FAX: (562) 570.4049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
entered as of Ju'r t,,/ ,20-.1!L by l:and be~

1736 TiWli/ 'sh ~ter ,a ~h~Yniq nCV\ ~ 1-
[corporation, rp~OFShif3, ~, whose business address is

1 yl" rio enu ,,·'Ii..£.OO LD t IS
(hereinafter refer d to as "Business Associate"), and he CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

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 in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the "HIPAA Regulations") and other
applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.
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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 or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

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. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by BusinessAssociate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A descriptionof what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. 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.

f. 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.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate
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agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. 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 .determininq the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary pollcles and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. 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
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. 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).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.5020)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out

. of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. 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.

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.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. 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 either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. 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.

12. INDEMNITY. 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 of 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,
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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
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and'
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by'either party shall
be in writing and personally delivered or deposited in the U.S. P.ostal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16.' 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.

17. 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, and shall
not extinguish any warranties hereunder.

18. 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.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

-1'736Fi:t~iJq CrisiJ C'e~y
(Name of BuSfness Associate)

a Califtm'a nOflPTlJ-liI
(corporation, partn&lihip, indiHidual)

_/-+-Z_;Z_,20E

Io/o¢/, 2011
I BY---=======---=~~""':::::::::""'::::~_-A-

Title: D"\C\,)c\. r (rt Sn(t..1'\.Ul I
Cur\f(\)\\tro.~Col'~ t\HQ(,\~

CITY OF LONG BEACH, a municipal
corporation

Assistaht City Manager

B~~. EXECUTED PURSUANT
if Md' 'fO SECTION 301 OF
I Y anager or esiqnee THE CITY CHARTER.

By-- -=--- ~:...r-t-_

"City"

The foregoing Agreement is hereby approved as to form this ~y of

----"OoL...>oo<..ri..:......-' _, 20-Ji.
CHARLES PARKIN, City Attorney

By ~-p-u-ty-----
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ICITY OF LONG BEACH·

DEPARTMENT OF HEALTH AND HUMAN SERVICES

2626 GRAND AVENUE • LONG BEACH. CAUFORNIA 90816 • (662167o-~DOO • FAX: (662167~049

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 ori'gi'nated may pursue available .
remedies, including suspension and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, If at any time the recipient O.f Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become ~rroneous by reason of changed .clrcumstance.

3. The terms "covered transactlon," "debarred," "suspended," "ineligible," "lower tier
covered fransactkin," ·partlclpant,· "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.

4. 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 department or agency with which
this transaction originated.

5. 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.

6. 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.

7. 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
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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.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters Into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to. the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this Certification, such participants shall attach an
explanation to this document.

Agreement Number:CAol,ZCjrlJqPOkl3ObContra.ctAgency: 1936 fi;rtiJy CrisisCen1ty

Name and Title of Authorized Representative( (U\) \ I!'b~l'(ufY IeEu - - ~ ec~~
OMIlL· (f, {lfldIt1Ja I!foil I l:S;fI'C~r

Signature .. Date
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CITY OF LONG BEACH· .
DEPARTMENT OF HEALTt-IANO HUMAN SERVICES

. 2626 GRAND AVENUE • lONG Bl;ACH, CALIFORNIA 90815 • (582) 570-"~OO • FAX: (662) 570-4049

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 sald 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
Appropri.atlons Act, known as the Byrd Amendments,' and the Housing and Urban
Development Code of Federal Regulatio~s 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, an officer or employee of Congress, or 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 Clctingon 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 ~nowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for Influencing or attempting to hifluerice an officer or
employee of an ag~ncy, 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, ..

2. 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 this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "DisclosureForm to Report Lobbying" in accordance with Its Instructions.
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3. 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.

4. 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 than $10,000 and not more than $100,000 for
each such failure.

Agreement NUlilber:CAOb2tVqPO(,'3c)~ontra~ Agency: 1"13b Jirwt; '1Crish ee"fet

Na'Jie and Title of Auth.orized Representative:C ().l'\) \ f\' Ack\~#/CCo- ~~(v-\\~. du
tJHtrL tJ..addl~ I~blt'i D,~ ("

Signature Date
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