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CONTRACT FOR SOCIAL SERVICES

31441

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

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between FOOD FINDERS, INC., a California nonprofit
corporation (“Organization”), with offices located at 3434 Atlantic Avenue, Long Beach,
California 90807, and the CITY OF LONG BEACH, a municipal corporation (the “City”).

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

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

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

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

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

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

NOW, THEREFORE, in consideration of the terms and conditions
contained in the Contract, the parties agree as f.oll'ow‘s:“

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

in the Contract.
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Section 2.

A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-1337,
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.

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

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

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fifteen Thousand Dollars ($15,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments foilowing receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

Disallowed Cost Report is intended to provide detail to Organization for the
3
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purpose of communicating disallowed costs due to reasons of insufficient source
documentation, ineligible expenses, exceeded line items, and other similar
reasons. In the event that an item is disallowed in the invoice, Organization will be
permitted to resubmit the disallowed costs along with adequate source
documentation, other eligible expenses, and the like in the next invoice. The City
reserves the right to refuse payment of an invoice (a) received by it thirty (30) days
after Organization provided the services relating to that invoice; (b) including
inallocable or ineligible expenses; or (c) for the unauthorized expense of funds
requiring written approval for budget changes or modifications.

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

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

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

and reports within fifteen (15) days after the end of the Operational Year may

4
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result in loss of reimbursement of funds.

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

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

Section 5.

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

grant funds, regardless of whether the funds being withheld by the City were
5
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improperly used.

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

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

Section 6.

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

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

6
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apprenticeship.

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

Section 7.

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

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

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

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

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

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

contractors liability, and products and completed operations liability. The
8
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City, its Boards and Commission, and their officials, employees and agents

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

i

1/
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IN WITNESS WHEREOF, the parties have caused this document to be duly

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

FOOD FINDERS, INC., a California

nonprofit corporajion
//-Z3 , 2009 By LA it# fZ

__ President
_&g_g/&/t : CGM {211

Type or Print Name

/l/m/cfnoéj/‘ X3, 2009 By " s & Wescsy

P(c <0 2007 By _—

-Secretary  Dijrector
frlene K. Merce
Type or Print Name

“Organization”

CITY OF LONG BEACH, a municipal
corporation

Assistant City Manager

LT:bg A09-03586

TO SECTION 301 OF

q City Managergxecurep PURSUANT
“C'tyv m GTY m

This Contract is approved as to form on /7/1/ 23 , 20 QZ

ROBERT E. $HANNON, ;Az\orney
By NN /
SDeputy
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ATTACHMENT “A”




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

AGENCY NAME: Food Finders, inc. CONTRACT NUMBER:

To serve as a conduit providing food to feed the impoverished, hungry people in Los Angeles and Orange Counties; be a resource link between donors,
service agencies and the hungry

Cumulative Cumulative Actual Cumulative Actual Cumulative

1. 100% of 14,800 paole will receive three meals aday

14,800
2. Maintain unduplicated food servide delivery for its 100 sites in Long
Beach '
100
3. Eight million (8,000,000) pounds of food delivered per year |
|
8,000,000 |

Total Unduplicated Clients Served:| 14,800

Attachment “A"
Page 1 of 1

SSG Scope of Work 11-09 completed 11/23/2009, 5:34 PM
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CITY OF LONG BEACH
Social Services Grant Program 2009-2010
Program Budget for Food Finders, inc. Clty City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
1. Executive Director 1.0 FTE $5,000 Executive Director oversees all aspects of this food bank.
2, VP Volunteer & Program Services 1.0 FTE $5,000 VP Volunteer & Program Services coordinates the routes of food pick up and delivery ‘1

TOTAL PERSONNEL $10,000 Total Personnel to be Reimbursed
OPERATIONS

3. Rent $5,000 Coordinting Center needs to be housed
TOTAL OPERATIONS $5,000 Total Operations to be Reimbursed ~

SSG 09-10

}@V& /k //Z/M /123 27 Attachment "B"
S

SSG Program Budget 09-10 Blank 11/23/2009
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PARTS 200-214 [RESERVED)

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

SeC.
915,00 ABDOUL TIAS PATL
Subpad A--—-General
21L.; Furpose
2182 Definitions
712,27 Bifeci oL OLLEY LSSLANUBS
2154 Devietions.
2155 SBubewaras

Ssuppar B—Pre-Award Requirements

21£.10 Purpose,

21511 Pre-zward policies.

212,12 Forms lor appiying for Federa! assisi-
ante.

£.28 Debarment aho sespension

L.14  Speclal award conditione

418,16 Welric system of measurement.

21£.1€ Eesource Conservaticn end Recovery

\

.

L
Certifications ang representatlons

Zib.d
subpart C—Fost-Award Reguirements

FInaNCILL AND PROGRAY. W ANAGEMENT

218,20 Purpose of
management.
2:0.20 Biandsrds for fipancial menzgemsnt

S¥SLEINE

£.87 Payment

“if 2% Cosyshaming ot m&Lching.

2.8.24 Froprem income

21628 Fevision of Dudget
TLATE.

financial and Pprogram

ant  proglraIn

JiL.2fF Non-Federa! gudise

2:E Aliowzlie Co3Ls,

21 Teriof of evellzbility of {unds
2 Condinional exermptions

PROFEETY STANLARDE
L4k Furpose of property suandards
35 Insurance coverage
3k Toeal PrOpeETLY

N
¢ Egulpment
L Suppiies &nf oiher eipenceble Prop-

21086 IDLALEINE Droperiy
U147 Froperty LIUST IEIRLIULSLIY

DROCUREMERNT BT ARLARLE

AL Furpose 0! procurenient stanGards

[

il

215 41 Hecipieni responsibilities
214 4% Codes 0! cunfuch

215 4% Compenilicn

uif 44 Trocurement procedures
215 45 Cost znl price analyels
216.4f Procurement records

215 4T Contrat: adminisiraticr.
2:5 48 Contratlt provisions

REFPORTE ANL EEECORDE

a25.00 Purpose of reports and recprds,

21557 Monitorng &nd Teportlng DProgram

periormance

215,55 Pinancial reporting

215,52 Reientior and access
{or recoras

TEQUATEIT AN

TERMINETION ANL ENFORCEMENT

21560 Purpose of termnatiel and enioree-

ment,
21L.61 Termination.
21862 FEoplorcement.

Subparn D—ARer-the-Award Reguitements

215,70 TFurpose

21571 Closeoul progedures

3.E.72 Bubseguent adjusiments 2nd  con.
winuing responsibilivies.

21578 Coliectlon of amounic QueE

LPPENDDY 4 TL PART DE—CURTERACT FROVI-

B10HE

LUTHORFTY 21 U.B.C

ChDE; 21 TLELC 1in, 4l

U.E.C. 405, Reorgenization Plen No 2 0f 187C
E.0. 11541, 3 FR 10737 & CFE, 1066-157C. 1
Q3%

S0URCE. 65 PR 26281 Ihay 11, 2'004‘
uviherwise noled.

{2150 Aboul this part.

(2) Purpose. This part containg OME
puitarce 30 Federal agencies o the ad-
miniseration of granif Lo anf zgree-
menss with inssitutions of higner edu-
cation, hospitals, and ouher noh-prefit
organizations, The puidance bele forik
slandards {or obleining Cconsisiency
end uniformity in the agenciss’ atmin-
18Wrailen of [hose grante and agree-
miETLE.

(U1 Applcudi
vided herein

T e

ATTACHMENT . _L’
" .




s pOLinies or spesiiis
: vhal differ froms whe standards
provided in i %, o nrovisions of
the sratute shall govern

2 provisions of subparis A
hroueh D oof shis part shall be applied
by Faderal agenciss to recipients He-
cipients szhall appiy the provisions of
yhose subparts o subreciptents per-
forming suhstantive work under grants
and agreemenss that are passed
through or awarded by the primary re-
cipient. if such subreciplents are orga-
nitations described in paragraph (a) of
this section.

{31 This part does not apply to grants,
contracts, or other agreements be-
tween the PFederal Government and
units of 3tate or local governments
rovered by OMB  Circular A-102,
“Granis and Cooperative Agreernents
with State and Local Governments''?
and the Tederal agencies' grants man-
arement common rule f{see §215.5)
which standardize the administrative
reguirements Federal agencies lmpose
on State and local grantees. In addi-
tion, subawards and contracts to State
ar local governmenss are not covered
hy this part. However, this part applies
to subawards made by State and local
governments L0 organizations covered
Ly ohis part.

{4y Federal agencies may apply the
provisions of subparts A through D of
this part to commercial organizations,
foreign governmienss, organizations
under the jurisdiction of foreign gov-
ernments, and international organiza-
ticns.

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

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

(23 Interpresing the policy require-
ments in this part and providing assist-
znce to ensure effzctive and efficient
implementation.

(3 Beviewing Federal agency regula-
tions imvlementing the guidance in
this part, as required by Executlve
Order 12866.

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

reguire-

The

iGee 5 CFR 1310.9 for availabillty of OMB
circulars,

40

2 CFR Cho 1 (1-1-06 Edition)

whare ndeguate jusfication s pre
sented,
5y Conduceting broad ovarsight of

governmeni-wide compilance wilh Lhe
suidance in this part
1y Federw! agency rosponsibilities. The

head of =zach Federal agency Chas
awards and administers gzrants and

agresments subject o the guidance in
this part is responsible for:

(1) Implementing the guidance in
subparts A through D of this part by
adopting the language in those sub-
parts unless different provisions are re-
gquired by Federal stetute aor are ap-
proved by OMB.

{2) Ensuring that the agency’'s com-
ponents and subcompenents comply
with the agency's implementation of
the guidance in subperss A through D

T this part.

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

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

(e) Relutionship to previous issucnce.
The guidance in this part previously
wag issued as OMB Circular A-110. Sub-
parts A through D of this part conbain
the guidance that was in the attach-
ment 0 the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

£y Information Confact. Further infor-
mabion concerning this part may be ab-
tained by contacting the Office of Fed-
eral Financial Manarement, Qffice of
Management and Budget, Washington,
DC 20503, telephone (202) 3953953,

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

Subparn A—General

§215.1 Furpose.
This part establishes uniform admin-
istrative requirements Jfor Federal

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

‘n. Accrued  eTpendiluré! INERNE he
cr.zrgef incarref DY She TeCiplenl cur-
(hE & Fiven periof 1&Quiring the provi-
siorn of funds fom
C Goods 2nd other tanglble property
z1ved,

:2, Services performel by employees,
pontractors, subreciplents, and other
pavzes: and,

/9, (ther amounis becoming owed
cnder prograiné {or wWhich nco current
services or periormance 1s reguired

(b, Accrued meome meanc the sum ol

r1y Farnings during & given period
irom:

/i, Services performed by the recipi-
ent, and

/1) Goods and other Langible prop-
ervy delivered to purchasers, and

/) Armmounts becoming owed wo the
recipient for which Do CUTreni Services
or performance is required by the re
21pient.

(e Acgrisition cost of equipment INE2NE
ne net invoice price of ihe equipment,
inoindme the cost of modificatione, at-

5 aGeessoTies, or auxiliary

It

LeChments,
ZDDaT&LLS NECESSATY Lo make Uhe prop-
ervy usapie 1oy the purpose ior which it
wes acpguiref. Other charges, such &t
trie cost of installation, transporiation,
Leres, OQUSY O ProteCTive in-Lransil in-
surance, snzll be included or excluded
fromm the unit acguisition CoSt 1D at-
sordznee with the recipient’s reguiar
wOLOUDTIRE Praculces,

(4 Advence IMeans a paymenl Inaie
v Trewsury check or other appropriate
pavment mechanism to & recipient
aporn 1bs repuest either vefore outiays
aTe rrafde ©Y the recipient or through
the use ©f precelermined  payvment
schedules

(e; Awawrd means financial ass5istance
et provides support or stimulzatlion to
wooornpiish & public purpose. Awards
inclade grants end other agpreements in
ne forIn Of MODey pf property i lleu
of money, oy the Federa Government
v an eliginle rscipient. The verm doss
1oy inciedsr  Lechnical  RESISLAnNCE

T provides  services ansiead  of

s

=t

E2i1L.2
IMONEY . Guhit! abbiElaLGE LI LLe T of
JOANE. SURT puUAaleliesf, NLLIesl sul-

s1dies O INBLTANCE, CIFell pavInent: of
ey kingé ve individueie and, contracle
righ are requiret v e enterst Lnuo

t

and  eAmlrnsteref UNQeT DroGurerner
lews and regualetions
(f) Cask comtrigullont MmMezng Lhie I'e-

cipient’es czsn  ouiley, meluding tne
outlay of money ccniripuied LU The Te-
C1PIEnt DY LLITC PATLIeE

(g) Closeoud means Lhe process Ly
whiclh & Federa! awarding agency de-
termines thati all applicable adrninis-
Lretive actions and &1 reguired work of
the award have bzen compieted DY the
recipient and Federe! awarding agency

(hy Cuntract rneens a Pprocurement
contract Lnder an 2waré or subawsard,
znd & procurement suboontract under 2
recipient’s or subrecipient’s convract.

(iy Qost sharing or maoiching means
that porsior of projest or DrCETaIn
costE not borne by the Federal Govern-
ment.

(1Y Duie ¢f completion means the dale
on which all work under an awarc is
completed or the date on the awar
document, or any suppiement  or
armencment theretc, on which Feaers!
spOnsorsnip ends.

(iry  Insullvwed costs means  Those
charges to en award that the Federal
awarding agency delermiLes e De un-
allowapie, in zocordance WLEL the ap-
plicable Federal cost principles o
otner terme and condivions contained
in ohe award

(13 Equipment meant tangible non-
erpendable personal property including
exXempt property chargec directly o
the awaré having a useful iife of more
than one vear and an aCOuisivion Cost

{ $5.000 or more per unit. Dowever
consistent with reciment policy, lower
imite mey be established
my Ezcess properiy Mealis DIODETy
under the control of any Federa
awarding agency thai, as debermined
by the head thereof, is8 no 1O0LEESr Te-
guiret for it€ needs or the Gischarge af
1w responsipiiities.

(n) Exzempi properiy Meald LENgible
PErsonal properiy acquired in whole or
iT pari with Federal fonds, wneres the
Pedersa

T

HULLO

H
o

1 awarQing agency nas sLatuLory

iy Lo vest Title in thé IeClplent

-

f iy



2182

71
cn

witiiout inesher obligasion o ihe F
sra) Government. An example of aX
empL propersy 2.Uuthority s sonsained
in the Federal Grant and Coopers.iive
sgreemens Acth (31 U.5.C 030§, for
propersy acguired under an award o
oononuct bagsic or applied research Dy 2
non-profit institution of higher edu-
cation or non-profit  organization
whose principal purpose 15 sonducting
scientific research.

(o) Federq! owarding ogency means
the Federal agency that provides an
award to the recipient.

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

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

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

(s) Intungible property and debt instru-
ments means, but is not limited to,
trademarks, copyrights, pafents and
patent appiications and such property
25 loans, notes and other debt instruo-
menis, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangible or in-
tangible.

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

(a) Ouflays or ezpenditures means
charges made te the project or pro-
gram. They may be reported on a cash
or accrual hasis, For reporis prepared
on & cash basis, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third parsy in-kind confributions ap-
mied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
hasis, outlays are fthe sum of cash dis-

2 CFR Ch. !t {1-1-0¢ Zdition}

bursemente jor dirsct charges Jor goods
and services, the amount of indirsci ex-
pense incurred, the wvalue o7 :n-kind
coenoributions applied, and the net in-
crease (or decrease) in the amouniss
owed Dy the recipient for goods and
gther property raceived, jar services
nerformed by emnployess, contraciors,
suhrecipients and other payses and
other amounts becoming owed under
pragrams for which no current services
or parformance are requirad.

(v} Personal property Teans property
of any kind except real property. I
may be tangible, having physical exist-
ence, or intangible, having no physical
existence, such as copyrights, patents,
or securities.

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

{(x) Program income means gross in-
come earned by the recipient that is di-
rectly generabted by a supported aciiv-
Ity or earned as a result of the awzrgd
{see exclusions in §215.24¢(e) and (h)).
Program income includes, hut is not
limited to, Income from fees for serv-
ices performed, the use or rental of real
or personal property acquired under
federaily-funded projects, the sale of
commodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interess
earned on advances of Federal funds is
not program income. Except as other-
wise provided in TFederal awearding
agency regulations or the terms and
conditions of the award, program in-
come doas not include the receipt of
principal on loans, rebates, credits, dis-
counts, etc., or interest garned on any
of them,

(¥} FProject costs means all allowable
costs, as set Torth in the applicable
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
during the preject period.

{2} Project period means the pericd es-
tanlished in the award document dur-
ing which Federal sponsorship begins
and ands,

{za) Property means, unless otherwise
atated, real properiy, equipment, in-
tangible property and dent instru-
ments.

ATTACHMENT C/

oace . 4 or 20 paces

'
'
1




OAE Circdlars and Guidance

Do Rew preperin mshlif &l
INE LANC ILroverneL s, SLIuctu
APDUTLELELGEE  LLEIpLe, Dul :
mtvabie nachinery and sguipimerl

con. Recmen: mMesLS &L GTEGIIBALION
receiving IDencial assislansce G1rect!d

irom Federal awardinf apenCieg  uu
CArry onl & Projest ol Drogram. The
Lermn Mmcludes public and privaiue INSTi-

tawmone of nigher education. public ang
privale hospitals. end other guasi-pub-
lic anc privele non-profil organizavionsg
such a5, bul not llmited e, COIMIMIUNITY
LOLION  AEEnCias, researcn  instionies,
sducational assorsiavions, and healgh
centers. The term may include com-
merglal organizations, jorelgn Or nvers-
nasional organizesions (Such as agen-
cies of the United Nations) which are
recipients, subrecipienits, or contrac-
Lore or subcontractors of reciplente or
subrecipients &t the discretion ol the
Fedsrsl awarding agency. The term
does not 1nclude governmens-owned

coniTactor-operated facllities or re-
search centers providing continued
support for mission-oriented. large-

sceif PrograIme that are government-
owned or controlled, or are designated
ae Tederally-funded ressarch and devel-
SDInEnt CenuveTs.

:6d) Research and development ILeeLlE
&1} research activities, Dotk basic and
wpplied, and a1l development activities
tnat are supported at universities, col-

reges, and ovher non-profit ansult-
mone. ‘Reseercn' e delined &s & sve-

sermetic study directed voward fuller
centific knowleGge 0l underslaniing
! the subject studied. “Development™
ig vhe systematic use of knowledge and
understanding gained rom researclh di-
rected toward the productiorn. of useful
rnaterials, devices, systeme, or meth-
pas, inciuding oesign and developrnent
of provotypes and processes. The term
garch &also

re inclodes activivies in-
velving the training of individuals in
research LeChnIgLEe: wihere suck activi-

ties utilize Yhe same facilities as obher
z2nG development actlviviss

ant wnere sach activities are noi in-
cluded in the instruction funcsion
‘zer Smell opwoerds mezng a grant or

R v
s
i

8

erative agresment not exceeding
mall purchase threshol€ fived at
LS .C408(1% {ourrently 325,000

Wopt oY

1. Swoeward mheens an &wWard of {i-
naneial  ESsisuance in ohe form  of
4

TuUuipienl LG & 1OWEer U187 5al
The verm includes finencial
whnerL Lrovidet DV aly legal
EVEL 1f LIIE afleelliehl L& G

u

tracl, Dul does 1ot nel

LT-GUUTE-
rient of goopds and servicer nor doet 11
nelude any form of pssistance WhicT 1if

exciuded irom the
tawardin $Z10.2(e)

1gE; Subrecipient mmeans the legsl enti-
¥ to which & subaweard 1 made and
which 1s agoountadle Lo the recipient
{for the use of the funds provided The
term meay include {oreign or 1nLEI-
national organizativns (such as wgen-
cieg of the United Nations: =t The gis-
cretion of the Federa! awarding agsen-
c¥

(nh; Supplies means all personal prop-
gryy excluding eguipment, ntangivle
oropervy, anid dept insiruments as fe-
fined it this section, and inventions of
a4 COnLTACLOT concelived or first actually
reduced toc practice in the periormance
of work under z funding agreement
{(“subject inventions’'), ag delined in 27
CFE part 401, “Rights to Inventicnhs
Made by Nonprofit Orgenizations
Small Business Firms U
ment Grante, Coniraois,
Tlve Agreements.”

(i1} Swspension Means al ACLion TF &
Federal awarding agency thal Lempo-
rarily with@raws Fefderal sponsorsnl
ander an award, pending corrective ac-
tion By the recipient or pernding = coci-
sion o terminate the award by ihe
Feterz]l azwarding agency. SUuspension
of an award ie & separaie action Irom
sucpension under Federal agency regu-
laiions impiementing E.O 12549 (61 FR
6370, 2 CFR, 1886 Comy.. p. 16% anc E.O
12RBE (B4 FR 34131, 2 CFR, 1888 Comp .. T
235, “Deparment and Suspensgion.”

(1)) Terminatior mesns the cancells-
Lion of Federa)l sponsorshin, it WNDle or
ip part, under an agreement al any
time prior L0 the dzte of completion.

(k) Third puriy in-kind coniributions
mezns the valae of non-cash contriby-

definition  of

ZILE
inder Govern-
ant Coopera-

tions provided bY¥ non-Federai third
parties. Third party ic-kind contritu-

TIONE Ay DE In the fomn of real prog-
Ty, sQLIDMenT. suprplies and other éx-

er,CaDit DProperty. ant he vaiue of
goods and Bervices direcsiy penefiving
e e
l‘ AT AT HIARS
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too nhe

Hanlia

Proyesl or g

1Yy Unbgwdated obligaions. for finan-
zia) reporss prepared on a cash basis,
means She amount of obligations in-
curred by the recipient shat have not
heen paid. For reports preparsd on an
wocrued expenditure basis, they rep-
resent the amouant of obligations in-
curred by the recipient for which an
putiay has not been recorded.

{fmm) Unchligated dalence means the
portion of the funds authorized by the
Federal awarding zgency that has not
heen oblirated by the recipisnt and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(nn) Uwrecovered indirect ¢ost means
the difference between the amount
awarded and the amount which counld

have been awarded under the recipi-
ant's approved negoiiated indirsct cost
rate.

tpo) Working capital udvence means a
procedure whereby funds are advanced
to the recipient to cover [ts estimated
dishursement needs for a given tnitial
period.

§215.3 Effect on other irsuances.

Por awards subject to this part, all
administrative requirements cf codi-
fied program regulations, program
manuals, nandbooks and other non-
regulatory materials which are incon-
gistent with the reguirements of this
part shall be superseded, except to the
extent they are required by statute, or
authorized in accordance with the devi-
ations provision in §215.4.

§215.4 Deviations.

The Office of Management and Budg-
2t (OMB) may grant exceptions for
classes of grants or recipients subject
to the requirernents of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum aniformity, excepsions {rom the
requirements of this part shall be per-
rnitbed conly in unusuwal circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
clzss of reciplenss when approved by
OME. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
fer those requirements which are stat-

2 CFR Ch. Il (1-1-06 =dition)

-
a5 &

plary. Bxeaptions on
hasis may Aiso be made
swarding agencies.

oy Faderal

$#215.80 Subawards.

Unless sections of this part specifi-
ozlly exclude subrecipients from covw-
erage, the provisions of this part shall
he applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of nigher edu-
cation, hospitals or sther non-profit or-
ganizations. State and local govern-
ment subrecipients are subject $o the
provisions of regulations implemensing
the grants management common ruie,
“Uniform  Administrative Require-
ments for Grants and Cooperztive
Agreements tc State and Local Gov-
srnments,’”’ published at 7 CFR parts
3015 and 3016, 10 CFR part 500, 13 CTR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 375, 590, 850, 882, 905,
941, 988, 970, and 990, 28 CPR part 66, 29
CFPR parts 87 and 1470, 32 CTR part 278,
34 CFR parts 74 and 80, 36 COFR part
1207, 38 CFR part 43, 40 CFR parss 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

[69 FR 26281, May il, 2004, 2= amended at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

$215.10 Purpoase.

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

§215.11 Pre-award policies.

{a) Use of Grants and Cooperative
Agreaments, and Contracts. In each in-
stance, the Federal awarding agency
shall decide ¢on the appropriate award
instrument ({.e., grant, cooperative
agreement, or contract). The Federal
Grant. and Cooperative Agreerment Act
(31 U.5.C. 6301-08) governs the use of
grants, cooperative agreermnents and
contracss. A grant or cooperatlve
agreement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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OME Creouigrs ancd Guiasnce

statuLe  Thoe SLALULLTY  CLLuErich o
CLOCEINE DERUWEEL £Tallf aul CLODETL-
VVE APTEETUELLE 18 Th&l (07 Tne lalier,

CsULSLEnal involvement 1€ expeclsd
netweel Lne execublve afell¥ alLl hie
Zuate, lonal povernment, of other re-
cipient wnen carrying oul he acbivity
onLempialed in the agreetnent.’ Con-
racuE 5Rall e usel when thée principzi
pLrpese 3§ acquisition of Properiy ur
services Ior the direct beneflit or use of
the Federun! GOVErnInent.

‘) Public Norice and Priorivy Set-
ting. Federa] awarding agencies shall
notily the public of its invenaed fund-
ing priorities for discrevionary grant
programe, unless funding priorities are
established by Federal statule.

0y

£215.12 Forms for applying for Fed-
eral assistance.

(e FPederal awarding agencles shell
comply  with the =applicable report
clearance reqguirements of 8 CFR par:
1320, “Controlling Paperwork Burdens
on The FPublic,” with regard to all
iorms used by the Fedsral awarding
agency in place of or as 2 5UpPpPlEINEDnt
o the Siendard Form 424 {(5F-424) se-
rieg.

(b) Applicants shall use the SF-L34
series or those lorms and instructions
prescribec by the Federal awarding
agency.

{c) For Federal programs coversd by
E. Q. 12371 ‘Intergoverninental Review
of Federal Programes,” (47 FR 30858, 2
CFE, 198% Comp., p 197) the applicant
shzl} compiete the appropriate sectiDne
of the 5F424 (Application for Federal
Assistance) indicating whether bhe ap-
Diication was sabiecl to review by the
Siaie 9ingle Foint of Contact (3P0OC)
Tre name and address of the SPOC {for
2 particular Staie can e obiained from
the Federal awarding agency or the
Cutalog of Federal Domesut ASsistance
Thne SPOC shizll advise the applicant
whether the program {or whicn applice-
tion is meade hias beer selected by thatl
Suaie Ior review,

d; Federal awarding agencies that do
not use e 3F—-424 {form shouid ndi-
cate whether the applicatiorn is subject
e review by the Bleie cnder E.O 12372,

Debarment and suspension.

Federal awarding agencies anl re-
cipienis sheil comply with Federad

Fas

19

EEELLN FESWLALICNL 1T mnenting B G
12548 and L268% liebnrmeltl mnd Sus-
pengior T Under LLhose refulallon: oar-
AN Dparties wne are debarred. SUs-
pended or otherwise excludel may not

De pArticipante or Principals in Feasras
weLislance awwris ané subawardg, enc
ir.  certain  poniracle  under  those
cwarde end subawarde.
170 FE 51879, Aug 41, w053
$215.14
17 an applicant or recipient: hae & nis-
wory of poor performante, 1t nopt finan-
c1zlily stable, has & meanagement sys-
tem that does not meei the standaris
prescrinvsd in this pary, RRE not con-
iormed o the werme and conditions of
a previous eward, OI 15 nOU Otherwise
responsibie, Faderal awarding agencies
may impeose additional requirementis ag
needsd, provided that suck applicant or
recipient is notified in writing as to:
the meture of the additional require-
ments, the reason wny the additional
requirements are Deing ilmposed, the
nature of the correcsive action needed,
the time allowed {for compleiing the
corrective actions, and the metnod {for
reguesting reconsideratiorn of the addi-
tiomnal requirements imposed. Any spe-
cial conditione shall be promptly re-
moved once Whe cunditioms thet
prompied them have been corrected.

Epecial award conditions,

£215.15 Metric svsiem o©of measure-
mendi.
Tne MWetric Conversicn Act, 4as

amended 0y the Omanibus Trade and
Competitiveness Act (16 U.8.C. 205; de-
clares that the metric system 15 the
preferred measurement sysiem for U8,
irade ané commerce. The ACT reguires
sach Federal agency uc estabrish z cal
or dates in consultziicon with the See-
retary of Commerce, when the metric
system of measurement will ve used in
the agency’s Procurermnente, grants. ang
other pusiness-related activities. Met-
ric implementation may Lake ionger
where the use of the system is initially
impractical or likely Lo cause signifi-
cant inefliciencies in the accomplish-
ment of JTederzaily-funded activities.
Federa) awarding agencies shall {ollow
tne provisicns of EG. 12776, “Meric
Usage 1n Federal Government IFro-
grems’' (b6 FR 35801, 5 CFE. 1t81 Comyp
3435

(1]




(53]

521516

i215.16 Resource Conservation and

Recovery Act.

Under the Act, any Suate agency or
sgericy of a polisical subdivision of a
Shate which 18 using appropriated Fed-
sral funds rmust comply with section
5002 Section 6002 regquires that pref-
srence be given in procurement pro-
xrams o she purchase of specific prod-
uets  containing  recycled materials
idensified in guldelines developed by
the Environmental Protection Agency
‘EPAY (40 CTR parts 247-254). Accord-
ingly, State and local Institutions of
aighar education, hosplials, and non-
profit organizations that receive direct
Federal awards or other Federal funds
shall give preference in their procure-
meant programs funded with Federal
funds to the purchase of recycled prod-
ncts pursuant to the EPA guidelines,
$ 218,17 Ceriifications and representa-

tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency ig authorized and encouraged to
allow recipients to submit certifi-
cations and representations required
hy statute, executive order, or regula-
stion on an annual basis, i[ the recipi-
ents have chgeing and continuing rela-
sionships with the agency. Annual cer-
;ifications and representations shall be
signed by responsible officials with the
authority to ensure recipients' compli-
ance with the pertinen{ reguirerments.

Subpar C—Post Award
Reqguirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 21528 pre-
scribe standards fer financial manage-
ment systerms, methods for making
payments and rules for: satis{ying cost
sharing and matching requirements,
accounting for program income, budget
revigion approvals, making audits, de-
termining allowability of cost, and 25-
rablishing fund availability.

§£215.21 Standards for financial man-

agement systems.
(a) Federal awarding agenciles shall
require rscipients to relate financial

2 CFR Ch. Il 11-1-06 Edition

dase on performence dava and deveion
cnit cosc information whenevar grag-
twcal.

{hi Recipients’ financial management
aysvems shall provide fer the following.

(17 Accurate, current and complete
disciosure of the {inancial results of
each federally-sponsored project or
program in accordance wish vhe repori-
ing ragquirements set forth in §215.52. If
a Federal awarding agency reguires re-
porting on an accrual basis from a re-
cipient that maintalns 1ts records on
cther than an accrual basis, the reeipi-
ent shall not be reguired to astablish
an accrual accounting svstem. These
recipients may develop such accrual
data for ite reports on the basis of an
analysis of the documentation on hand.

2) Records that identify adeguately
the source and application of funds for
federally-sponsored activities, These
records shall contain information per-
saining to Federa] awards, aubhoriza-
tions, obligations, unobligated bal-
ances, assets, ouclays, income and in-
tersst.

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

{4) Comparison of nuflays with budg-
et amounts for each award. Whenevear
appropriate, financial infermation
should be related to performance and
unit cost data.

(6} Written procedurss te minimize
the sime elapsing between the transfer
of funds to the recipient frecm the U.S.
Treasury and the issuance or raedemp-
tion of checks, warrants or payments
by other means for prograin purposes
by the recipient, To the extent that the
provisions of the Cash Management, Imn-
provement 4ct (CMIA) (Pub. L. 101-453)
govern, payment methods of State
apencies, instrumentalisies, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures ceodified at 31
CFR part 206, “Withdrawa]l of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

(6 Written procedures for deter-
mining the reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicehble

PAGE |
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7. Acuouniing records inciuding cost
sosGunting records Are SUPpOrLes

v

thiatl
SOCTGE ODCRITLET VAT10n
o Wnere une Feaerzl Government
guaranlees O ISUTes the TEDRY
money borrowed Dy the recipient,

The
Tederal awarding wgency al ive discre-

o, mey require adequete bonding
and instrance i7 the bonding And ingur-
ance requirements of the recipient are
not deemed afGequate te protect the in-
terest of the Federa! Government.

(d: The Federal awarding agency may
require adequabe fidelity bong coverage
wThere Uhe reciplent lacks suificient
coverage ¢ protesi the Federal Gov-
ernment’s mierest

{e; Where bonds are required in the
situatnione described epove, The Londs
snall be obtained from companiets hoid-
g cervificatves of anthority as accedl-
abhle sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Fusiness with the United States.™

£215.22 Pavment.

Payment metnodgs shall minimize
the time elapsing between the 1;13'3.1’15{{:r
of funde {fror the United St&tet TEAS-
ury and the issnance or redermpuion of
chLecks, WalTans. 0T DAyMmEent LY other
meanhs Y the Tecipients Fayment
metnhods of Slait agenciss or inssru-
mensalizies shall bDe conslssent with
Treasury-Siate OWMIA agreernente or
defanit procedures codified at 31 CFR
part 200,

(p) Recipients are to be pzld in ad-
vance, provided they maintain or dem-
cnstrate the willingness ¢ Maintalin:

{1} Written procedures that minimize
flie TiIme elaPsing belween the wralsier
ol funde and disbursement by the re-
cipient, and
Financial

{al

it
L

Inzl&Eement ‘:'\5 SINE
Lhat m&et the standzrds for Juncd con-
wrol end apcountebility af establisned

1r 231821 Cash wlvances o 2 recipient
ng Nlzation shali ve iimited to the
minimum  amounts needed nd Te
Tl .'reo e DE i @ccordance Wiub LhE @C-
tusl. immediate cash requirements of
trie Iecipient c-rga.mza:mn in Ying
gul lne purpose of wne approved pro-

or project. The timing and
C&EL wOvangeze snell be 2
atdmunistratively {easibie o

oy

Carr

[£2]

[REN

e mOLlel GLEDUISEnElL LY LNE recinli-
1T OTrERTIEALICE TOT CLUell DUGEIAT. O
project  COSLE Ehnc LHE  Pro
share of 20y zilowable indirect coste.

e Whenever possibDie, agvanies shzll
be vonsolitated Lo covVer anviGipauel
sash neete for all swards made by
Federe: awezrding agency
ent

LT

poOrtitntale

The
LU Thie recipi-

Advance peyment mechanisms
elide. bat are nov limited 1o, Treasary
check and electronic junas irensier,

(27 Advance payment Diechanlsme ale
sunject o 31 CFR part 205,

{37 Recipients shall be auvtherized to
submit reqguesse Tor advances and reim-
bursements at ieast moninly wlen
elecyronic fund vransisers are not used.

(dy Feguests for Treasury check ab-
VaAnLe paymem shall be submirtted or
S5F-270, “Feguest for Aldvance or Heirn-
bursement,” or other forms as may be
authorized py OME. This form is not to
be used wher Trezsury check advauce
paymenis are made 1o the Treciplent
sutomatically through the use of & pre-
determined payment schednle or if pre-
clnded by special Federa! awarfing
zfency instructions for  elzctronic
funds transier.

{g) Relmbursemen?i is
method when the reguirements in
§215.1%(0) cannot be met. Federzl
awarting agencies may alsc nse Lhis
method on any CcONBLTUCTION agres-
ment, or if the mejor pordlexr of
consuraction projsclt is accomplished
Tnrpugn privale market flnancmfg cr
Federel loans, and the Federal assist-
aTiCe constitutes & minor portion of the
project.

‘1; When the reimbursement meihod
is used, the Fegeral zwearding ageney
shall meke pzyment within 30 daye
after receipt of the pilling, unless the
mliing is improper.

27 Recipients shel
s0Dmit reguest for reimoursement a
least monthly when elesctronic funds
transiers are not used.

{f} If & recipient cannot meet the Cri-
seriz for zdvance payments end the
Federzl awearding agency hLas Qsler
mined ozt reimbursement is not

ible Deczuse the recipient lacks sulfi-
cient WOTKIng capiial, The FL‘G'-""
awarding agency may provide cash on =
WOorElng capital advensce basis Unéer
ThiE proued vhe Federal 'd

1T~

wne preferrec

uhe

%
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v shall advance
supienn GO COWEeY 168 sgtimanst S
rment, neads for an inisizl period gen-
arally peared to She awardee's dis-
nursing cyele. Thereafier, the Federal
swarding apency shall reimburse ihe
secipient for its actual cash disburse-
ments. The waorking capital advance
method of payment shall not be used
for rectpients unwilling or unable %o
provide timely advances to cheir sub-
reciplent to meet the subrecipient's ac-
tual cash disbursements.

gy To the extent avealilable, recipi-
ants shall disburse funds available from
repayments to and interest earned on &
revelving fund, program income, re-
bates, refunds, confract sebtilements,
audit recoveries and interest earned on
such funds pefore requesting addisional
cash payments,

M} Unless otherwise required by stat-
ute, Federal awarding agencies shall
not, withhold payments f{or proper
charges made by recipients at any time
during the project period unless para-
graphs (h¥1) or (2) of this section
apply.

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

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

(i) Standazrds governing the use of
hanks and other institutions as deposi-
wories of funds advanced under awards
are 28 follows. ’

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

43

2 CFR Ch. ll {1-1-06 Edition)

‘2 adwvances of Faderz] funds shail be
deposited and maintained in insured
accounts whenever possibie

iy Consistent with the n
of expanding the opportunisies
women-owned and minority-ownead
pusiness enterprises, recipients shall be
encourazed Lo use women-cowned and
minority-owned banks {a bank which is
owned at least 50 percent by women or
minority group rmembers).

(k) Recipients shall matntain ad-
vances of Fedsral funds in interest
bearing accounts, onless paragrabhs
(l£)(1), (2) or (3} of this sectlon apply.

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

(2) The best reascnably available in-
terest bearing account would not he ex-
pected to sarn interest in excess of 5250
per year on Federal cash bzlances.

(3) The depository would reguire an
average or minimum balanece so high
that it would not be feasible within the
expaected Federal and non-Federal cash
resources.

(1) For those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earnad on Federal advances deposited
in interest bhearing accounts shall he
remitted annually o Department of
Health and Human Services, Payment
Management System, Reockville, MD
20852, Interest amounts up to 3230 per
year may be retained by the recipient
for administrasive expense. State uani-
versities and hospitals shell comply
with CMIA, ag it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval {rom the Federal awarding
agency, it waives its right to recover
the Interest under CMIA.

fim) Except as noted elsewhere in this
part, only the following forms shail be
anthorized for the recipients in re-
guesting advances and reimburse-
ments. Federal agencies shall not re-
quire more than an original and two
copies of thess forme.

(1} 8W-270, Reguest for Advance or
Relmbursement. Each PFederal award-
ing agency shall adopt the 3F-270 28 a
standard form for all nonconstroction
programs when electrenic funds trans-
fer or predetermined atdvance methods

tional goal
for
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OME Cireulgrs and Guidance

Lot usst Felera: awWaIlilg i ah-
BOWEVED, NEVE Lhe LDLOL Of USIng
jorm 101 GOMBLTLCLIOL. PIOETAIRE I
;o the SF-271, "Oullay Teport &ud
a5t lor Reimbursement {or Con-

LLruCTion Programe.
r BF-2TY Dusiavy Report and Re
juest for Reimbarsement {oy Consuruc-
i01. Frograme. EPacl Federal awarding
apency Shall adopl the SF-271 as tne
standerd furm to e used 10T reguesilug

o

o

revnbursemen: ior ¢onstruction pro-
grems. However, & Federal zwarding
agency IMmay substitnte the SF-I7¢

when toe Federal awarding agency de-
termines that it provides adequate in-
{ormation Lo meet Federal nesds,

£215.23 Cost sharing or matching.

{a; Al conuribuviens, including cask
and third party in-kind, shall be ag-
cepted &= part of the reciplent’s cosi
SNaTing or mabching wnen such con-
sribucions meet 2l of the {oliowing cri-
teria

(1) Are verifiahie from the recipient’s
resords.

{23 Are noi 1ncluded as contripuuions
{or any oiher federally-assisted project
0T Program,

(3; Are necessary and reasonzbie for
proper and efficient accomplishment of
priject or program oDieCTives.

‘4% tre allowaDle under the applicsa-
e cost principles

(57 Ltre mot pald by the Federal Gov-
grnment ubnGer another award, except
where suthorized by Federal statube 1o
e used Tor cost sharing or matching,

(6; Are provided {or 1o the approved
pudget when reguired by the Federal
awarding agency.

7, Confprm te oiner provieions of
unis part. as applicabD:ie.

(b Unrecovered indirect cosLs may be
included as part of cost sharing cor
maiching only wish the pricy 4pproval
of tiie FPederal awarding agency.

(oh Values {or recipient conitributions
of services ané property snall be estab-
lisned iv aceeréance with the applica-
tle cost principles. 1 & Federal award-
ing agency authorizes reciplents o do-
neve bulidings or iend {or construciion/
fecilities zoguisition prejecis or 1Dng-
werm use, the vaiue of he donated
Droperty 107 GOSt Eharing o7 ImalChing
snell WE the iesser Of perafTepPns (o)Ll
or (3 of tnle section

=

o

L2152z

- I
The Les

1ng liie ol The props

o
[
o
T
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i TV IeluY Y
reciyieni’s WOLOUTUINE TesoTds &l LLe
Time of 40nALION

{2 Tne surrent {al? market vzius

However, whel there 15 suificient jus-
tificesion, the Federa! awarding agexn-
C¥ may¥ approve thie use of the current
iy market value of the donated prop-

erty. even 1f it exceeds the certified
value at the tirme of donation to cthe
project.

@y Volunteer services furnished by
professional and techmical personnel,
consultants, znd other skilied and un-
skilled labor mey be counted as cost
sharing or matining if the service iz an
wntegral and necessary part of an ap-
proved project or program. Bates for
volunteer services shall bDe consistent
with those paid for similar work in the
recipient’s organization. In those in-
stancet in whick the required skills are
not found in the reciplent organization,
raves Shall be consistent with those
paic {or similar work in tne labor mar-
ket in which the recipient cormpetes {or
the kind of servizes involved, In elther
case, paid fringe Denefits that are rea-
sonable, allowable, and aliccable meay
e included iv the valuation

(e} When an emplover other than the
recipient furnishes the services of &
employee, these services shall be val-
ued at the employee’s regular rate of
pay {plus an amouant of Iringe penefits
that are reasonable, aliowanle, and al-
locabie. but exclusive of overhead
o08te), provided these services are in
the sarme skill {or which the employee
it normally paid

(I Donated supplies may Inciude
such ilems as expendable egulpImLent,
office supplies, iaboraiory suppliss or
worizshop  and  classroomm  supplies.
Valoe mssessed te donated supplies in-
ciuded 1n e cost sharing or mebohing
share snall pe reasonapie and shall not
exceed wne Ieir market value of ns
properey &t the time of the donation.

() The method used {or determining
cpst sharing or rmatching for donated
equipment, buildings ané lané {for
whach vitle passes oC The recipient may
differ aceording ¢ the purpose of the
awerd, ¥ paragrephs (g1 or (2; of vhis
sectior apply.

(13 I the purposs of
58180 Lhe recipient v

the pwWarc is io
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§215.24

of equipment, huildings or iland, ihe

1oL vaine nof she donated properiy
may be claimed as cost sharing or
matening.

19y If the purpose of the award is to
suppors activitiag that require the use
of equipment, buildings or jand, nor-
mally only depreciation or use charges
for egulpment and buildings may be
made. However, the f2il value of equip-
ment or other capital assets and fair
rental charges for Jand may be allowed,
provided that the Federal awarding
agency has approved the charges.

(h) The value of donated property
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the following qualifica-
tions.

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

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

{3} The value of donated space shall
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
bullding in the same locality.

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

{5y The following requirements per-
tain to the recipient’s supporting
records for in-kind contributions from
third parties.

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

(i) The basts for determining the
valuation for personal servics, mate-
rizl, equipment, buildings and land
shall be documented.

§215.24 Praogram income.

{a) Federal awarding sgencies shall
apply the standards set forth in this
section in reauiring recipient organiza-
sions o account [or program income

2 CFR Ch. It (1-1-0¢ =dition)
roisved Lo projects financed i whole or
N part with FFederal fuands.

(h; Except as provided in parzgraph
(ny of this section, program neome
sarned during the project period snall
pe retained hy the recipient and, m ac-
cordance with Federal awarding agency
repulations or She terms and condi-
tions of the award, shali be used in one
or more of the ways listad in the {ol-
iowing.

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

(2) Used to finance the non-Federal
share of the projzet or program,

{3) Deducted from the total project or
program allowable cost in determining
the net allowable costs on which the
Federal share of cosis is based.

(c) When an agency authorizes the
digposition of program income zs de-
gerived in paragraphs (b)1) or (b}2) of
this section, program income in excess
of any limits stipulated shall be used in
sccordance with paragraph (hE2) of
this section.

(d) In the event that the Federal
awarding agency does not specify in its
regulations or the f{erms and condi-
tions of the award how propram incoms
is to bhe used, paragraph (h)(@3) of this
section shall apply zuftomaztically to
all preojects or programs excepb re-
search. For awards that support re-
segrch, paragraph (b)1) of this section
shall apply automatically unless the
awarding agency indicates in the terms
and conditions another alternative on
the award or the recipient is subject to
special award conditions, as indicated
in §215.14.

{e) Unless Federal awarding agency
regulations or the terms aund condi-
tions of the award provide otherwise,
recipients shall have no obligabion to
the Feaderal Governiment regarding pro-
gram income earnaed after the end of
the project pariod.

£y If authorized by Faderal awarding
agency repulations or the terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income 0
determine program inceme, provided
these costs have not been charged to
the award.

4
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IroohEe saie Wl L
anmls b hanlist 11 attOrGanite wi
regoTemante 0F e Froue
(Bbe 4220530 Lnrough (UL,

‘ry Unless Federa!l awaerdihf agenicy
lation: or The Lerme and condition
of e award provite OThEerwlse, recipi-
ents obligation Lo Ui
VernIment with TespeClt Lo

IrpIn 1CEnSt

come earned
= and royealiies for copyrighted ma-
TETLEL. pa;en pPalent applicatlone,
wrademarks, and mvenmonc proguced
pnder arn zward However, Fau er't and
Trademary Amendments (36 C.8.C. 18)
aPpiy Lo ovention:s made under an ex-
perimental, developmental, or research
award

LrLl
T Lhe
Suendc:

aTdc
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{915,275 Revision of budget and pro-

gram plans.
() The pudgst plan is the financlal

€XPIESEI0N O the Project OF PrOETAIN 28
approved during the awerd process. It
may include either the Federal and
non-Federal share, or only the Federal
snare, depending apon Federal award-
ing agency reguiremsnts. 1t shiall be Té-
latel o Hﬂrforwance for pPrograll evail-
Lla.EJJI DUrpGSes Wienever ADDTOPriate.

(i Becipientes are required vo report
devietions from budget anié program
plane, and request pricr approvals for
bufgerl and DIUgralh plan revisions, in
aocortance with thils sectlon.

(o) For ponconmsiruction ewaris, Ire-
cipierte shall request prior approvels
rom Federal awarding agencisse {07 one
or more of the iollowing Pprogram or
vudgey reiated reasons,

{1 Change 1n the scope or the objec-
uive of the project Or program level if
there 18 T0 asspsiated buaget revision
requiring prior writieon approvali.

(2; Change in & key person specifled
in the applicanon or award dpcurnent

(33 The absence for more than three
months, or & 2F percent reductlon n
time fevoled 1o the project, by the &p-
proved project dirseior or principal in-
vesTIEaLoT.

{47 The meed for sdditional
JLILCJ]'Y

/5y The wransier of amounts budgeted
or wndirect coste Lo absoTlh lncreases 1L
-

Fedsrai

10
10
134

sct cosLE, or vice verss, i approval
iE 1£—,qu‘“£-,c by the Federa!l awarling
agt

f, T TLCILELOL, Gllless

Lhe Felerz: aWaltidg asel
ThHal require prm: 5.,:[} TOVE.
ALGE WIilh &4y 0] the Toliow:
nlicainie

L CFR part 220 - Cost
for Bducationa) InSUiLuLions
culer A-21500

iy ¢ CFR part 230, - Cost
for Nor--Profit Organlzationg |
ims A-1Z23

{111y 46 CFER part 74, Lppendw E,

“Principles for Dpnerrnmmg Coaie Ap-
plicanie Lo Fesearch and ‘JEVBLO}J’I']"I t
nnder Granis and Conuracis with Bos-
pitals,' and

vy 48 CFR part 31, “Coniract Cost
Frinciples end Procedures’

(7, The trensfer of junds zllotteé ior
treining allowances (QiTect PayIment 1o
vreinees) o ouner cabegoriss of ex-
PENSE.

(By Urlese deseribed in the applica-
tion and f{unded in  the approved
awards, the subaward, transier or con-
Yracting out ol any work under an
award. Thic provision does not epply o
the purchese of supplies, material,
equipmenti or genera‘_ SUDPOTL BETVICes

id) Wo other prior approveal reguire-
ments for spem{m iteme may be un-
posed uniess & Oeviation has been ap-
provel ny OME.

(e; Bxcepy for “ecuiremenw Iisted in
paragraphs (c¥l and {c)(4; of thif sec-
wiorn, Fefderal awarding 2gencies are au-
tourized, a1 thelr opiion, “o WaIVE cost-
relzted and administrative prior writ-
Len approvals reguired by 2 CFR parts
220 and 230 (OME Circulars £-21 and A-
122) Buck walvers mey include autbhor-
1zing recipients ¢ do aD¥ OmE O more
of the {ollowing.

1y Incur pre-award cosue 90 caiendar
daye prior 1o award or rmore than 80
calendar days with the prior approval
of the Federal awarding agency. Al
pre-award cosSlE are 1nourrsd at the re-
cipient’s risk (i.e., the Federal award-
1mEg agency i under no ohiigation uw re-
imburse such coestg if for any reason
the recipient does not receive el BWaETG
or if the awzrd is iess ThaT anticipated
ant inadeguaie L€ COVET SACh COSLE!L

{2; Iniiale a ont-time exuension of
the expiratior date of the swaré of ap
e 17 months uniess ong 0r MOTE 07 LnE
folivwing conditions &ppiy For one
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215.26

3

sime axnensions, the recipient mush no-
ity une Federal awarding agzancy b
writing with the supporting raasons
and rovised expiration date at least 10
days Liofore the expiration date spaci-
fiad in tne award. Thiz one-time axten-
sion may not be exercised merely for
the purpose of using unobiigaied bal-
ances.

i) The terms and condifions of award
prohibit the extension.

fi') The extension requires additional
Faderal funds.

(111) The extension Iinvolves any
change in the approved objectives or
scope of the project.

(3} Carry forward unobligated bal-
a2nces 1o subseguent funding periods.

{4y For awards that support rasearch,
anless the Tederal awarding agency
provides otherwise in the award or in
the agency’s regulations, the prior ap-
proval requirements described in this
paragraph {(e) are automatically waived
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e)}2) ap-
plies.

{3 The TPederal awarding agency
may. at 1t5 option, restrict the transier
of funds among direct cost categories
or programs, functions and activitles
for awards in which the Federal share
of the project sxcesds §100,000 and the
cumulative amount of such Gransfers
exceads or is expected o exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding egen-
cy. No Federal awarding agency shall
permit a transfer that would canse any
Faderal! approprigtion or part thersof
to be used for purposes other than
those consistent with the original in-
sent of the appropriation.

(g) 411 pther changes to nonconstrac-
tion budgets, except for the changes de-
scribed in paragraph (j) of this section,
do not require prior approval.

(h) For construction awards, recipi-
ente shall request prior written ap-
proval promptly from Federal awarding
agenctes for budget revisions whenever
paragraphs (n}1), (2) or (3) of this sec-
sion apply.

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

{2) The need arises [or additional
Faderal funds to complete the project.

52
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ie desired which in-

which prior

3v A revision
volves gpecific costs fo
written approval raguirements may be
imposed consistent with  applicabie
OMB cost principles listed in §216.27

fi; No other prior approval recuira-
ments {or specific items may be im-
posed unless a deviation has baen ap-
proved by OME.

(j) When a Federal awarding agency
makes an award that provides support
for both c¢onstruction and nonconstruc-
tion work, the Federal awarding agen-
cy may require the recipient to request
prior approval from the Federal award-
ing apency before making any fund or
budeget transfers between the two times
of work supported.

(k) For both construction and non-
construction awards, Federai awarding
agencies shall reguire recipisnts to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Faderal authorized funds is expecied
to exceed the neads of the racipient for
the project period by more than $5000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if an application
for additional funding is submitted for
a continuation award.

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

{m) Within 30 calendar days {rom the
date of receipt of the request for pudg-
et revisions, Federal awarding agencies
shall review the reguest and notify the
recipient whether the budget revisions
have been approved. If the revision is
stil]l under considerztion at the end of
30 calendar days, the Federal awarding
agency shall inform the recipient in
writing of the date when the recipient
may expect the decision.

{69 FR 26281, May 11, 2004, as zmended at 70
TR 31880, Aug 31, 2005)

§215.28 Non-Federal audits.

(2) Recipients and subrecipients that
are institutions of higher sducation or
other non-profit organizations (inciud-
ing hospitals) shall be subject to the
andit reaquirements contained in the
Single Audit Act Amendments of 1946
(31 U.B.C. 7501-7507) and revised CME

ATT CHMENT . Co
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DOME Chroculare and Guigance
Throdeal L-L28,
Loeal GuYernInenui.
EERVARDTSMHTS

‘i Suate anf 10GAD governinente shall
De sohiect oo The wudll regoirements
sontaimed in the Single Audit Act
srnendments of 1996 (31 T.8.C 750
7507; and revised OME Circular £-130
CAudite of Slates, Local GOVernmenus,
wnf Non-Frofit Organinations.”’

(3 For-profit hospitzle not covered
oy the audii provisions of revised OME
Circular A-133 shall be subject to the
audit reguiremente  of The Federal
awarding agencies

(d; Commercizl organizations shall
e subject to the audit reguirements of
tne Federal awearding agency or Lne
prime recipient as ipcorporated Inuo
the award aocument.

£215.27 Allowable costs.

For each ¥ind of recipient, thers is a
set of Federal principles for deter-
mining allowable costs. Allowability of
cosue snall be determined In accord-
ance with spe cos? principles applicable
to the entity incurring the cosug. Thus,
aliowability of ceste imeurred by Stalg,
local or federally-recoghized Indian

ripal governments is determined in
accordance with the provisions of 2
CFR part 225, “Cost Principies for
Siate Loeal, and Indian Tribal Govern-
ments (OMP Circular £-87. The aliow-
ability of costs 1mewrred D} non-profit
organizations ie devermined in accord-
ance with the provisions of 2 CFE pard
230, “'Cost Principles for Norn-Frofit Or-
ganizations (OME Circualar A-12D).° The
allowability of costs incurred by instl-
tuticns of bigher educztion is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, "Cost Prip-
cipies for Educetional Institutions
(OMPB Cireoler A-21)." The aliowability
of cosls incurred by hospitals ic deter-
mined 1n accordance with the provi-
ELUDE of Appendix E of 4& CFR part 74,

Principles for Determining Coste Ap-
plicable wo Research and Development
Tnder Grante and Contrects with Hos-
icale.” The allowability of coste 1n-

wrred by commercial Organlzalions
nc‘ those non-profit crganizations 1ist-
¢ in Athacnment C oo Jircular A-12F s
ieLerIRINEn 1 &CCOrCallce with the wro-

rjr*

(o I c“'

o

E

‘.'15};.15 ol s Feosre:
Lialil }_HI‘.., wl 4F TIF

170 FE OLi8BL Lup 32 2005

L215.28 Period of availability of funde.
Where 2 funfing periot it specified, &
recipient may charge LW the granl omnly
allowalle cosis resuliing frorn obligse-
tionE incurrec during the funding pe-
riod ant any pre-zeward costs antnor-
ized Dy the Felderal awarling agency

{215.28 Conditional exemprions.

{a; OMB authorizes conditicnal ex-
smption from OME adminisirasive re-
guirements and cost prinoiples circu-
lzre for certzin Federal programs witn:
statutorily-anthorized consolidgied
planning and consolidated adminisira-
wive fanding, that zre idertified vy =z
Federal agency and approved oy he
nead of the EXxecutive Gepartment or
establishment. £ Federal agency shall
sonsult with OME during its coensider-
ation of whether Lo grant such ap ex-
empiion.

{by To promeote efficiency iz State
and local program  administration.
when Federal non-entitiemens pro-
graTne with COINmOoL purposes Nave spe-
cific  statutorilyv-anthorized  consol-
dated planning and consolidatsd ad-
ministrative funding and where most of
the DBLate =gency’S IesDUYTLEE  COIRE
frorn  non-Federal sources, Federal
AENCies MY exempi Shese coversd
Stave-administerst, non-ensitlement
grent progrems {rom certaln OME
prants management reyuirgments The
erempiions wonld Le irom:

{1y The requlrements n 2 CFPRE part
225, ‘Cost Principles {or State, Liocal
ané Indian Tripal Governments (OME
Circular £-87)"  other than GShe
allocability of coste provisiens that are
contained in subsection C.2 of Appendix
£ L0 Thatl part;

{2} The reguirements in 2 CFR part
220G, “Cost Principles for Baucational
inssitutions (OME Cilrcaiar £-21)7
other thar the aliocabllity of costs pro-
viglons that are CONLARILEC in Daragrapl
.4 4r secvion C of the Appendiz Lo thal
part:

(3; The reguiremente it 2 CFR part
230, "'Cost Principies {or Non-Frofiy Or-
genizetions  (OME Circalar  A-122)7




Dar vhan she aliocabiling 5LE N
vizions dhat are in paragraph A4 1n
sectior 2 of Appendix A oo that pars

4y The administrative raguairsmeants
nrovisions of part 216 (OME Circular A-
116G, “Uniform Administrative Reguire-
ments for Grants and Agreements with
Institubions of Higher Bducation, Hos-
pitals, and Other Non-Profit Organiza-
tions, ') and

(5) The agencies' grants management
sommeoen rale (see §215.5).

{¢) When a Federal agency provides
this flexibility, as a prerequisite to a
Itate's exercising this option, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225 “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circualar A-
873" and extend such policies to ail sub-
recipients, These fiscal and administra-
tive reguirements must be sufficiently
specific $0 ensure that: funds are used
in gompliance with all applicable Fed-
eral statutory and regulatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or its sub-
recipients,

2

[62 FR 26281, May 11, 2004, 28 amended at 70
FR. 51881, Aug. 31, 2005}

PROPERTY STANDARDS

§215.30 Purpose of property stand-
ards.

Sections 215.31 through 215.37 seb

forth uniform standards governing

management and disposition of prop-
erty furnished by the ¥ederal Govern-
ment whose cost was charged o a
project supported by a Federal award,
Federal awarding agencies zhall re-
guire recipients to observe these stand-
ards under awards and shall! not impose
addifional reguirements, unless specifi-
cally reguired by Federal statute. The
recipient may use its ocwn Dropervy
management standards and procedures
provided it observes the provisions of
§215.31 through §215 37.

HE|

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

£213.31

Recipients shall, &t a minimum. pro-
vide the sguivalent insurance Loverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by Lhe racipient.
Federally-owned property need hot be
insured unless required by the terms
and conditions of vthe award.

Insurance coverage.

§215.32 Real property.

BEach Federal awarding agency shall
preacribe requirements for recipiants
concerning the use and disposition of
real property acquired in whole or in
part under awards, Unless otherwise
provided by statute, such reguire-
ments, at a minimum, shall contain
the foliowing.

(a.) Title to real property shall vest in
the recipient subject o the condition
that the recipient shall use bthe real
property for the authorized purpose of
the project as long as it iz needed and
ghall not encumber the property with-
out approval of the Federal awarding
agency.

{h) The recipient shall obtain written
approval by the Federal awarding agen-
ey for the use of real property in other
federaily-sponsorad preojects when ihe
recipient detarmines that the property
is no longer needed for the purpose of
the original project. Use in other
projects shall be Hmited to those under
{federally-sponsored projecis fi.e.,
awardsy or programs that have pur-
poses consistent with those authorized
for support by the Federal awarding
agency,

(c) When the real preoperty is no
longer needed as provided in para-
graphs (a) and (b) of this section, the
recipient shall request disposition in-
structions from the Federal awarding
agency or i%s successor Federal award-
ing agency. The Federa! awarding
agency shall ohserve one or more of the
follewing disposition instructions.

(1) The recipient may be permitted to
retain title without further obligation
to the Federal Government after it
compensates the IFederal Government
for that percentage ol the current fair
market value of the property attrib-
utable to the Federal participation in
the project.

_____ C
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The refipighit mizy be O
e Property unter Fuibelilgs Iho-

vinefd by the Federal awarding afel.0)
=nC pay the Federal Governmen! Jor
tnat percenuage ©f the current e

maricetr velue of the property allrio-
uuable Lo tne FeQeral pardicipetion in
wne projecl (after defucTing aotual and
rersonabie seiling and X-Up SXDEnEes.
LY oany, from the sales nroceeds; When
vhe recipient i authorized or reguirecd
¢ sell The Property. Droper sales Droce-
oures shall be established that provide
for competition o the exient prac-
ticekle and result in the highest pos-
ginle return.

3 The recipient may be direcist Lo
crensfer title o the Dproperty o Lne
Federal Government or to an eligible
tiird party provided that, in such
se5, the recipient shall be entitled wo
ompensation for ite ettribunable per-
entage of the cuarrent {air marke:
e of the Property.

o

Q0o

’

=

£215.33 Federally-owned and exempt
Property.

{a) Federullv-owned property. (1) Title
50 federally-cwned property remains
vested 1o the Federal Government. Be-
cipiente shall gubmit annuzlly &0 in-
ventory listing of Iederally-owned
propervy in their custody to the Fed-
eral awarding agency. Upon completion
of the awaré or when the property is nc
1onger ceeded, the recipient snall re-
port the property 1o the Federzg: award-
1ILE agency for jurther Feferal angoncy
utilization.

(2) U the Federal awarding agency
nae: ne {further need {or the Droperiy, -t
shall e declarsd exoss: ALC reporiec LG
the General DServices AGministrauiorn,
cnless the Federal awarding agency
na¢s statutory authority to dispose of
propervy by &aliernative methods
, provided DY the
Federal Technology Transfer Act (15
e B0 (L) we Adonale ressarch

uiprmnent to eduecationg] and non-prod-
1t crganitevions in accorgGancs with

oy

TETTND ErogeTiE Wl

ine Fedr

DrOpETLY Feaeral

iL ThLE rECIDienT witnout further obhiga-

aonuiTed wi

tion we the Federal Government and
under concditions the FeGerz] awerding
LHENCY  GOLSIGETE ADPrOpriabe.  Suct
properiy 1& U exeIlnpt property U Shouid
& Federa: avwarding agency nolt esbal-
lish condizions, title Lo exempl proj-
eTLY UpON acguisitlon shell vest in the
recipient withouol furthber obpligaticl e
the Federal Government.

£215.34 Eguipment.

{z) Title 1o sguipment acquiret by =
recipient with Federal funde snall vest
in the recipient, subject 1o conditinpns
of this section.

{y The recipient shali Dot 1se equip-
ment acguired with Federal funds ic
provide services b0 non-Federal ouiside
organizetions for 4 fee that i€ 1less than
Drivene compenies charge ior eguiva-
lant serviceg, unless specifically au-
thorized by Federal statule, for 4s long
at the Federal Governmment reiains an
ingerest 1o the egripment.

icy The Tecipient sbiall 1use the sguip-
ment in the project oI prograrmm ior
which it wae acguired ag 10nE 48 nesd-
ed, whether or not tne Dproject o1 pro-
gram continnes to De supporiel by Fed-
erel funds and shal! not encamber the
property without approval of the Fsé-
era; awarding agency. Wohen no jonger
nesded for the origingl projsst or pro-
ETaln, the recipisnl shall nse the eguip-
ment in connecilon with 1te other fed-
ergliy-sponsored activiiles, 16 the fol-
lowing order of priorioy:

{1y Activities sponsored vy the Fad-
ral awaerding agency whict funaed the
original project, then

‘23 Activities sponsored vy ofher Fed-
erzl awarding agencies

(dy During the time thal equlpment
i useld DI the project or program for
which it was acguired, the recipient
shall make it available jor use on other
projects or programs 17 such other use

E.O. 12821, “Improving Mathematics  will not invesfere with the work on the
and Science Educetior in Support of  project or prograr 107 which the eguip-
the Natione! Educavion Goais” (87 FR  ment was originally acguirsd. FPirst
£4285, 2 CFR, 1992 Comp., p. 322); £Lp- Dprefersnce for such other rse snall be
propriste MStruchicng shall be issued  given 16 ouner DProjeCle Or DrOgrams
o the recipient by the Pederal wward-  sponsored Dy the Feleral ewerding
ing agency agency Shal financed the esgulprnent.
5b _ a_, I
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shinlil he

rograms

sponsored

prefersnoe

ar

projecus
ather Federal awarding agencies. 1f the

anuipment is owned by the Federal
Jovernment, use on other activities
not snonsored by the Federal Govern-
ment shall be permissible {f authorizad
iy the Federal awarding agency. User
chargpes shall be ireated as program in-
DOME,

ie} When acguiring replacement
equipment, the recipient may use the
squipment to be replaced as Srade-in or
szl the equipment and use the pre-
seeds to offset the costs of the replace-
ment equipment subject to the ap-
proval of the Federal awarding agency.

(T} The recipient’'s property manage-
ment standards for equipment acquired
with Federal funds and federally-owned
aquipment shall inciude all of the fol-
lowing:

‘1) Eguipment records shall be main-
sained acearately and shall include the
following informavion.

1) A description of the equipment.

(1i} Manufacturer's serial nomber,
model number, Federal stock number,
national stock number, or other identi-
fication number.

{11i) Source of the eguipment, includ-
ing the award number.

{iv) Whather title vests in the recipi-
ent or the Faderal Government.

{v) Acquisition date (or date re-
ceived, if the eguipment was furnished
by the FPaderal Government) and cost.

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

fvii) Location and condition of the
equipment and the date the informa-
tion was reported.

(viii) Unit acquisition cost.

i) Ultimate disposition data, in-
cluding date of dispesal and sales price
or the method usad 5o determine cur-
rent fair marlket value where a recipi-
snt compsnsates the Federal awarding
agency for its share.

7y Equipment ownad by the Federal
Government shall be identified to indi-
cate Federal ownership.

(3) A physical inventory of equipment
sha!ll pe taken and the results rec-
onciled with the equipment records at
lezst once every Lwo years, Any &if-

[0

2 CFR Ch. l {1-1~Dé cdition)
feroneo:  between  cuannitias deter
mined by the physical inspsevion and
vhose shown in the accounsing records
shall be investigated to determine the
sanses of the difference. The recipient
shall, in comnection with the inven-
wory, verify the existence, current nti-
Hzation, and eontinued need for the
equipment.

(4} A control systermn shall be in effect
to insure adequate safeguards Lo pre-
vent loss, damage, or theft of the
squiprnent. Any loss, damage, or theft
of equipment shall be Investigated and
fully documented; if the sguipment was
owned by the Federal Government, the
recipient shall promptly notify the
Faderal awarding agency.

(5) Adequate maintenance procedurss
shall be Implemented to Xeep e
agquipment in good sondition.

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

sxtent practicable and result in the
highest possihle return.
(g) When the recipient no longer

needs the eguipmeant, She eguipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of 85000 or more, the
recipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or 1ts successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur-
rent falr market value of the eauip-
ment. If the recipient has no need for
the eguipment, the recipient shall re-
quest disposition instructions from the
Federal awarding agency. The Federzl
awarding agency shall determine
whether the egquipment can be usad to
meet the agency’s reguirements. If no
requirement extsts within that agency,
the availahillty of the sguipment shall
ke reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the equipment axists in other
Federal agencies. The Federal award-
ing arency shall issue instructions to
the recipient no later than 120 calendar




OAE Cpcular: anc Gudance

cnay omliuer hE PRUIDIENT E :
ChE JCLIDWINE RroLEQUIre: shzll gov
I8 seoinstrucused or il disposition
IMSTIUGTIONE &FE LT 185Uus( WithiL 120
seenfnr GLyE ailer The reciplent & r&- 215,35 Supplies and other expend-
guest, the recipient shail sell The able property.

pgulpment angé reimburse the Federa:
aWAIQINE AFENCY el amount cormnpuied
py applving to The sales proceed: The
vercentage 0f Federal participation in
Lhe sost of the original project or pro-
gram. Eowever, the recipient shall be
permitied to deduci and retaln fromm
the Federal share 3500 or ten percent of
the proceeds, whichever 1 less, for the
recipient’s selling anfd handling ex-
peEnses,

9y T4 the recipient is instructed ©o
shir the equipment elsewnere, the re-
cipien: snell be reimbursed by the Fed-
eral Government by arn amount which
15 compubtet bBY applying the percernt-
wge of the reclpient’s participation in
the cost of the original project or pro-
grain to the current fair market valne
of the eguipment. plus any reasonable

fa; "™Mule L0 supplies and oiler ex-
menfaple properiy ghiell vest in the Te-
cipient upor acculsiticn. I theTe 18 =
residual 1nveniory of unused supplies
exceeding 55000 1n  total aggTrecale
valUuEe upon Lerrninatlor o compleiion
ol she project or prograrn andé the sup-
piies are not needed for any other fec-
arzlly-sponsored Pproject Or pProgram,
vhe recipient snhall rebtaln the suppiies
for unse on non-Federal sponsored al-
tivities or sel! tnem, bui shell, in &i-
ther case, compensate the Federal Gov-
ernment for 1te shere The zmount of
pornpensation shall De computed in the
S&me manner as for eguipment.

(ty The recipient shall not use sup-
piies acguired with Federz]l funds to
provide services Lo non-Federal outside

shipping or interim siorage ©oste in-  OIg4Dizations {or a fee that is less than
curred. private companies charge {or equiva-

{3y I tne recipient is instructed to  leml servicss, uniese specifically ak-
stherwise dispose of the equipment, the  thorized by Federal statute &g long 2s
recipient shsll be reimbursed by the the Federal Governmenl relaine at in-

Federal awarding agency for such costs
inceurred in its disposition,

{4) The Federal awzrding agency may
reserve the right te transier the title
Lo the Federal Governmenit or to &
thirg party named by the Feceral Gov-
ernment when snch tniréd party i oin-
erwise eligibie under existing swatuies.
Buch traznsier snall be suebjsct to the
following standards.

iy The ecguipment shzll pe appro-
priavely ldenTified in tne awart or oih-
erwise mede ¥nown L0 the recipient in
WTiting.

1erest in the supplies

£216.36 Inlangible property.

(&) The reciplent may Copyright any
work thal is subject o ¢Oop¥Tight and
wae developed, or for wnich ownership
was purchased, onder anm award. The
Federal awarding egencyiles; reserve &
royalty-iree, nonexciusive and irrev-

calle Tighl W reprofuce, publish, or
otherwise use the work Jor Federal pur-
poses, and LW adthorize others vo 4o S

(b Recipients are subject o appl

Ala-

(i1} The Federal eawarcing &Eency bie I‘r:gnla.mpns go_verning pebents &TG
snall issue  AlepoEition  instruCTions (DY SHUODS including government-wide
withir 120 calendar days wfier receipt regulations 1ssusd ?:'r the Depa:nmerft
ol z fina! invenvory. The {inal inven- of ‘Qomwrc_e at i CFP‘. p_art ‘40_5
ory shell list al! eguipmens acguired  T4Ens vo Invenuons Made by Non-
with grent fonds znd feasrzlly-owned profit _Drganlz§tlons and Smell Busi-
equipment. U ke Federal szwarding Eess Firms Under Governm_ent Grante
agency 1ails to issue Cisposision ip-  COnbracts  ant  Cooperziive  Agree-
structions within the 120 calendar day  (REIES.”
period, the recipient shall &pply The {c: The Federwl Governrnent Nas ine
stendards of Thiz Section, &8 &DDPTo- Flght Lo
orizle. (1, Obein, reproduce, pubiisn OF CLb-

tne Federa! awarding erwiss use the dauwe first producsd

ETENnY e).arcuaeL it rignn vo teke tivle,

under &L awerc
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D “ze OLhers Lo receive, rapro-
duee, publish, or otherwise use 3Uch
dasa Tor Federal purposes

G 1y inoaddision, in response Lo oa
feraadom of Information Acy {FO1A) re-
auest, for research dasta relating veo pub-
jished rescarch findings preduced under
an award that was used by the Federal
Government in developing an agency
action thet has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
available to the public through the pro-
cedures sstablished under the FOIA. If
the Federal awarding agency obtains
the research data solely in response o
a ['OTA request, the apency may charge
the requester a reasonable fee equaling
the full incremental cost of ohbtaining
the rasearch data. This fee should re-
Tect costs incurred by the agency, Sthe
recipient, and the applicable subrecipi-
ents. This {ec is in addition to any fees
the agency may assess under the FOIA
(6 U.8.C. 552¢a)4)}A).

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

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted In the sclentific community as
rnecessary to validate research findings,
mat not any of the following: Prelimi-
nery analyses, drafte of sclentific pa-
pers, plans for future research, peer re-
views, or communications with col-
leagues. This “recorded’ material ex-
cludes physical aobjects (e.g., laboratory
samples). Researsh data also do not in-
clude:

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

(B} Personnel and medical informa-
tion and similar information the dis-
closare of which would consfitute a
clearly unwarranted invasion of per-
sonal privacy, such as information that
aould be ased to identify a particular
person in z research study.

(#i} Published is defined as
when:

{4} Research findings are published
in a peer-reviewed sclentific or tech-
nical jouarnal,; or

either

e

2 CFR Zh. il (1-1-D6 Edition)

‘B; & Federa® agency publicly and of-
Ticially gites che reseapon lindings in
support of an agency aciion what has
the force and effect of law.

‘1113 Used hy the Federai Government
in developing an agency action that
has bthe force and effect of law is de-
fined ag when an agency publicly and
officially cities the research findings in
support of an agency action that has
the force and effect of taw.

(e} Title to intangihle property and
debt instruments acquired under an
award or subaward vestg upon acguisi-
tion In the recipient. The recipient
shall use that property for the origi-
nally-authorized purpose, and the re-
cipient shall not encumbsar the prop-
erty without approval of the TFederal
awarding agency. When no longer need-
ad for the criginally authorized pur-
pose, disposition of the intangible prop-
erty shall cceur in accordance with the
provisions of §215.34{g).

[68 FR 26291, May 11, 2004, 25 amended at 70
FR 51881, £ug. 31, 3005])

§215.37 Property trust relationship.

Real property, equipmeni, intangible
preperty and debt ingtruments that are
acquired or improved with [Federal
funds shall be held in trust by the re-
cipient as frustee for the benefictaries
of the project or prograrm under which
the property was acquired or improved.
Agencies may require recipients to
record liens or other zppropriate no-
tices of record to indicate {that per-
sonal or real property has heen ac-
quired or improved with Federal funds
and that use and disposition conditions
apply Lo the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement
standards.
Sections 215.41 through 215.48 set

forth standards for use by recipients in
establishing procedures for the pro-
surement of supplies and other expend-
able property, equipment, real property
and obher services with Federzl funds.
These standards are furnished to zn-
sure that such materials and services
are obtained in an effective manner
and in compliznce with the provisions

ATTACHMENT
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DIAE Chcukars and Guidanze

o oapploanie Feleral siatules

ECULIVE OrQENE

meeni staLdaras or requlrements shall
L& 1mposed DY Thé Federal awarding
aCENnG1s UDOD IeClPlents, unless spe-

cificully reguired Ly Federz! suabule oT
exelutive order or approved Ly OME.

L 215,41

The standards conteined in this sec-
non Ao net reljeve Tthe recipient of the
contractuzl responsioilities  arising
under ite contraci{s). The recipient is
the responsibile auninorivy, without re-
sonrse 16 the Federzl awarding agency,
regerding the sestlement and satisiac-
tior of all contractual and adminisira-
LiVe is50eE arising out of Procursments
entered into i support of an award or
coher agreement. This includes dis-
wates, ciaims, prowests of award, source
evaluation or other matiers of a con-
wractual nature. MATIETE CONCEITIING
vivlation of statuse are to be referred
to such Federal, Sitate or local author-
1u¥ &6 &y have proper jurisdiction.

Recipient responsibilities.

£215.42 Codes of conduct.

Tne recipient shall maintzin writien
sLanfiaris ol conduct goverclng the
periormance of its emplovees engaged
in the awerd and aaministration of
onoracts, No empioyee, officer, or
wgent shall participate in the selection,
awprd, or alministration of 2 Goniract
suapported vy Federal funds if e real or
apparent conflict of inlerest would be
wivolved, Such 2

I3
&

confiict would arise
when the employee, officer, or agent,
any member 97 hig or her immeaiate
family, hig or her paritner, or an orga-
nization which employe Or iE about to
ernploy any of Yhe parties indicaied
nerein, has & financial o1 OTher ILTErest
1 the firm ssiecied for an award. The
officers, empiovees, ané agents of the
recipient shall neither solicit nor ac-
cEPL gratuities, favors, o7 enyining of
monetary value Irom conbractore, or
PaTTiEs 0 subagreermnents However, re-
clments may set svandards for situa-
tione in whicn the financiz] interest is
not subswvantial or the gift is an unso-
liciteds ivem of nominai value, The
siendards of condugst shall provide f{or
disgiphinary actions t¢ be appiied {or
violationg of suck swanfaras DY offi-

rE, ernplovees, Or agenie of itne re-

er
ipent

1
L

R
o]
]

o

8

e

Competition.

DEGOUTETHENRD IPAlSasLions &l
LORGUeLED 1N & MANNET LG DPTOVIGE
LG Lhe IMEYIMUTY €XLent praciical, open
znd free sompetition. The recipient
shall e alert W organizational oorn-
flicte of inuerest as well as TONCOTLDEL: -
Live PraCliCes ATLUNE COTLIACUOrE thal
rhay Testriet or eliminale compelinion
O OLherwise TeSIr&lD rate In order
ensure obiestlve ool cror perform-
ance ant eliminale Uniziy comperiiive
advantage, contractore that develop or
draft  specifications, Tequirements.
statements of work, 1nvitations
Dide and/or requests for proposale snall
pe excluded frem competing {or such
procurements. Awards shall be made oo
the bpidder or offeror whose bid or offer
is responsive tc the solicitation and is
most advaniagedue Lo the Tecipisnt.
price, guelity and other Ilectors consid-
ered. Solicitations shall clearly set
Jorth &1l requirements That the biddsr
or ¢ffercr skall fulfill in order for the
bid or offer 1c be eveluated DY The re-
cipient. Any and all pids or offers mey
be rejected wnen it is in The recipient’s
inwerest bo 4o so.

LEail

s
LIA

Ay
107

£215.44 Procurement procedures.

N
;

fay £1 reciplents shall establish writ-
ven procurement procedures. Tnese
procedures e€hall provide for, al & rmin-
imum, that paragrephs {z2)1), (2 and
(2} of thit section apply.

(1) Recipieate gvoid purcnasing un-
neressary 11Lems

{2) Where appropriate, an analysis is
made of lease apd purchase alier-
nasives to determine whicn would e
the mMost economical ané practica: pro-
curement {or the Federal Governmernt.

{3) Bolicitations for goods and sgrv-
ices provide {or zli of tne {ollowing.

(i) & clear and accurate Gescription
of the technical reguirements Tor the
material product or service Lo De pro-
cureG. I CUMDETITiVE ProOCUTEBILETLE
such & description shall not coniain
features which unéuly resirict com-
Detitlon.

(i1} Reguirements which the bDadders
offgror rpust julfill and all other fac-
Lure o e nsed in evziuating bics or
Proposais.
1L 3

£ GERITIDLIOL, Whenever Drals
I techrics)

af TeGUITEITIENTE
¢f fumctions o we performed

in
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i uding the
e 0l o . sharacterisgios or
muam aceeptable standards.

‘iv) The specific features of ‘‘orand
name or sgual’ descriptions that bid-
ders are reqmired to meet when such
itams are inciuded in the solicitation.

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

(v{} Preference, tg the extent prac-
ticaple and economically feasible, for
products and services that conserve
natural resources and protect the envi-
ronment and are energy efficient.

(b} Positive efforts shall be made by
recipients to utilize small businesses,
minority-owned {irms, and women's
husiness enterprises, whenever pos-
sible. Recipients of Federal awards
shall tzke all of the following steps toc
further chis goal.

{1y Ensure that small businesses, mi-
nority-owned firms, and women’s busi-
ness enterprises are nsed to the fullest
axtent prachicable.

(2) Make informaticn on forthcoming
opportunities available and arraznge
wime {rames for purchases and ¢on-
tracts to encourage and facilitate par-
ticipation by small businesses, minor-
ity-owned {irms, and women's business
enterprises.

(3) Consider in the contract process
whether firms competing for larger
contracts intend to subeontract with
small husinesses, mincrity-owned
firms, and women's business enter-
nriges.

{4) Encourage contracting with con-
sortiums of small businesses, minorisy-
owned firms and women's businsss en-
terprises when a confract is too large
for one of these {irms to handle individ-
nally.

/5) Use the services and assistance, as
appropriate, of such organizations as
the Srnall Business Administration and
the Depariment of Comrmerce’s Minor-
ity Business Development Agency in
the solicitation and utilization of
small businessass, minority-owned irms
and women's husiness enterprises.

(e) The type of procuring instruments
used (e.g., fixed price contracts, cost re-
:mhursable contracts, purchase orders,
and incentive gontracts) shall be deber-
mined by the recipicnt but shall be ap-

aformanne

60

2 CFR Th. ! (1-1-04 Edition)
aropriate for the pariicolar procare-
ment and for promaoting the nest intar-
asst of the program or project involvad
The Yoogt-plus-g-percentape-of-cost’
or “‘percentage of conséraction cost’
methods of contraciing shall not he
nsed.

{d) Contracts shall e made only with
responsible contractors who possess
the potential abilisy to perform suc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be given to such
matters as contractor integrity, record
of past performance, {inancial and
technical resources or acecessibility to
other necessary resources. In certain
gircumstances, contracts with certain
parties are restricied by agencies' im-
plementasion of E.G.5 12545 and 12683,
“Debarment and Suspension.”

(e} Recipients shall, on request, make
available for the Federal awarding
agency, pre-award review and procure-
ment documents, such as reguest for
proposals or invitations for bids, inde-
pendent cost estimates, ate., when any
of the following condibions apply.

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

(2) The prosurement is expected o
exceed the smaell purchase shreshold
fized at 41 U.S.C. 403 {11} (currently
$25,000) and is to be awarded without
competition or only one bid or oifer is
received in response $0 4 solicitation.

(3) The procurement, which is ex-
pected to exceed the small purchase

threshold, specifies a ‘brand name’
product.

(4 The proposed award over the
small purchase threshold is to be

awarded to other than the apparent
low bidder under a sealed bid procure-
ment.

{&) A proposed contract rmodification
changes the scope of a contract or in-
creases bthe contreet amount by more
than the amount of the small purchase
threshold.

§215.45 Cost and price analysis.

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

ATTACHMENT
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SIAE Clrouiars and Suidance

cvery PloCQrelnell alllon Frist alias-

acoornplisned 1o

TEiE IMiay e Varloud

weve. tneluding  Lhe  COmparisun of
price ulLotefions submitied, market
prices ané similar indicla, vogether

ol discounte COSL aLalysie 1 The re-
view and evaloaaticnh of eacl element of
oost W0 GeLermine  reasonableless,
sllooaDility ant aliowability
¢ 215,46 Procurement records.

Progurement records and files for
purchases in excess of the small pur-
chase threshold shell include the fol-
lowihg 27 & Iminimuai

(z) Basis for contractor selection:

(p: Juetificatvion for lack of competl-
mion wher competitive bids or offers
are noi oblained,; and

(2, Basis {or award cost or price.

L 215.47

£ systerr {or contract adminisiration
shall be meintained 06 ensure COL-
tractor conformange with the Lerme,
conditione and specifications of the
contract and to ensure adequabe and
timely icliow up of all purchases Re-
cipients shall evaluate contracior per-
formance and doocument, &8 ADLpro-
prizte, whether coniraciors nave met
the terms, conditions ent specifica-
tione of the contract.

Contract administration.

t215.46 Contraet provisions.

The recipient shall lnciade, in addi-
vior oo provisione to define e sound and
complete agreement, the {ollowing pro-
visione ir a1l comwracts. The {ollowing
provisions shell alsc be applied te sub-
CONLracis

(&) Coniracis in excess of ihe Small
purchase threshoid shall convain con-
fracinal provisions or conditions that
alipw for edminisiresive, contrachual,
or jsgal Temedizs i instances 1L which
£ CORMET&CLOr Vvioilalés or bDresches the
contract terme. and provide Jor such

remedial sotions as ey be ADPRro-
priale,
(py A1] contracte in excess of The

smzll purchase thresholé shall contain
sultable provisions for termination by
the recipient, inciuding ihe menner oy
which terminetion snall pe effecied
and toe bazsis for seitlement. In addi-
pon. such conbracne shall describe con-
Givions unbter wnich the ¢onbraci Tney
e wermineved Jor default me well as

Londititng wWhere Lhe ;
LErTIITEVEE WECGRUBE Of CirouMmELELGe:
pevont the GUnWrel oF Vhe COLLIAtLer

(¢, Except ag otherwise reguired ol
sLalule, &L award Lhal reguires whe
contracting {07 subconLraciing, i

LTy improvements
shall provide for the recipient Lo loiicw
1TE OWwDL TEGRITEMEnLE relating Lo id
guaraniees, perlormance Dponds, alll
payment DORAE Uunlest Lhe construcilel
GONLIAcL or subcontract exceeds
$106,006. For wnose COnlracls or sub-
contracte exceeding §10C,000, the Fed-
egral awerding Agency may acsepl ihe
bonding policy and reqguiremenis of the
recipient, provided the Federal eward-
ing agency Las mede = delermination
that the Federal Government’'s interest
ie adequately provected. If such 2 de-
terminatict has not been rnade, the
mimimum requirements snall be as {ol-
1UWE.

/1) £ pid guerantee from each bidder
gouivalent to five percent of the bid
price. The “bid guarantee’ shall con-
gist of a2 firm commitment such as &
pi1é pond, cervified check, or other De-
gowable insirament acCOmMpPELYIDE &
i@ a5 asstrance that the bidder shzall,
upon acceptance of kis DId, execnue
such contractual documents as may Se
required within the time specified.

(21 A& periormance bond on: the part o
the contractor for 100 percemt of the
comtrest price. & ‘performance bond’
is one execute€ in conpection with 2
consract to secure fulfillment of all the
CONIractor’'s obligations under suck
contraect.

(3: & payrment bond on the part of rhe
conracvor for 100 percent of the con-
ract price. A Upeyvicent bond” 1e one
executed in connectior with a4 contracy
L0 wsSELTe pAYmenti as reguired by swal-
ute of 2l persons supplying labor and
material in the expoution of the work
provided for in the conuract.

{4) Where Donds zre required in the
sitnations Cescribed herein, the bonds
shall be obteined from companies hoid-
ing cervificases of aunority as accepl-
able sureties pursuent to 31 CFR part
222, 'Surety Companies Doing Business
with the United Suates”

(d) AL nefotialet CONITACLE (EXCGED
tnose for less thar the small purchas
tnreshold) awardet by recipients shali
inciade & provisien: o the elffect that

LD pe
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§212.50

[4a]

ohe recipient, the eral  awording
agancy, the Compurolier Genzral of the
United States, or any of their duly av-
thorized representatives, shall have ac-
cess Lo any hooks, documents, papers
and records of the contractor which are
directly pertinent to a specific pro-
rram for the parpose of making audiis,

sxaminations, excerpts and  tranb-
scriptions.
(e} A}l consracts, including small

purchases, awarded by recipients and
their contractors shall contain the pro-
curement provisions of appendix A o
this part, as applicable.

REPORTS AND HECCORDS

8215.50 Purpose of reports and
records.
Sections 21551 through 21553 set

forth the procedurss for monltoring
and reporting on the recipient's finan-
¢cial and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
guirements,

§215.51 Monitoring and reporting pro-
gram performance.

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

(b)Y The Federal awarding agency
shall prescribe the {requency with
which the performance reports shall be
submitted. Except as provided in
§215.51(f), rperformence reports shall
not be required more frequently than
gquarterly or, less {requently than an-
nually. Annual reports shall ba due 80
calendar days after the grant year,
gquarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annua) reports before the anni-
versary dates of multiple year awards
in lieu of thess requirements. The final
performance reports are due 90 cal-
endar days after the expiration or ter-
mination of the award.

fe) If inappropriate, a final technical
or performance report shall not be re-
guired after completion of the project.

62

2 CFR Ch. # (1-1-06 Edition)
td Whnen reqguired, periormonce re-
ports shall generally sontalin, for sach
sward, nriel informasion on each of the
following.

1y A comparison of actaal aceom-
plishments with the poals and objec-
tives established for the paried, (he
findings of the investigator, or both.
Whenever appropriate and the oubtput
of programs or projects can be readily
guangified, such quantitative data
should be related Lo cost date for com-
putation of unit costs.

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

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

{e) Recipients shall not be reguired o
submit more than the original and two
conies of performante reports.

{3 Recipients shall immediately no-
tify the Federal! awarding agency of de-
velaopments that have a significant im-
pact on the award-sboported activities,
Alsa, notification shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet She objectives of {the
award. Thie notification shall include a
statement of the action taken or com-
templated, and any assistance neaded
to resolve the situation.

{g) Federal awarding agencies may
meake site visits, as needed.

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

§215.82 Finaneial reporting.

(2} The foliowing forms or such other
forms as may be approved by OMB are
authorized for obtaining financial in-
formation {rom recimients.

(1) SF-289 or SF-269A, Pinancial Sta-
tus Report.

{1} Each Federal awarding agency
shall require recipients to use the SP-
268 or SF-269A to report the status of
funds for all nonconatruction projects
or programs. A Federal awarding agen-
cy may, however, have the option of
not requiring the 3F-269 or SF-269A
when the SF-270, Request for Advance
or Reirnbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adeguate information

ATTACHMENT . &
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OWMME Crcuigre and Guidance

exoept thel & fina

sheli DE TeQUITEC &l
viesion of She project when the
used oy lor advantes

Federal awardllg apfency
”‘lrl prescribe whnether bhe report snall
LE O& & CRER O &Gornal DeGls. 1 the
Federz) awarding agency reguires
sruag: iniormation and the reciplent’s
ACCOUTULNE records are Lol normally
Lept or the accrual pasie, the recipient
shall nol be required Lo cohvert 1le ac-
counving system, but shall develop
such accrual information through Lest
estimates based on an analysis of the
documeniation on hand

(i1i) The TFederal awarding agency
shall determine the {rsguency of tne
Financizl Suatus Report for each
project ©or prograd;, considering Ghe
size and complexity of the particular
Project Or Prograin. Howevar, the re-
pori snzl) not be reguured more ire-
gueently than guarierly or less fre-
guently than annually £ final report
shall be reguired at the completion of
thie agreement.

{ivy The Federz] awerding zgency
shall require recipiente to submit the
SF.-28¢ or SF-2854 (ap original ant no
Tiore THAD TWC cODples; no laver than 30
davys afrer the end of each specified re-
poriing period for guarterly and Semi-
annual reporte, and 90 calendar Gaye
for annual and final repeorts. Exien-
sionse of reporting due dailes maF DE AD-
proved by the Federal ewarding agency
upon reguest of the recipient.

al-

{2y 8F-27%, Feport of Fedsrul Oash
Transastions
(i) Wnher funds are advanced to re-

cipients the Federanl awarding zgency
shall regquire each recipient to submit
the SF-27%¢ and, when necessary, ILE
sontinuabion sheet, 8F-272a. The Fed-
eral awarding arency shall use Lhie re-
port 10 monitor cash advanced Lo re-
cipienis end e oblain dispursement in-
iormaticn {or each agreement with ohe
recipients.

(11} TFederal

awarding sgencies mzay

reqguire lorecasie of Feders] czsL re-
guirements in ihe “Remarks” secticn

of the repori.

(1ii; When practical
2BILYY, ’Fﬁaera} warding
CROLINE  TECIDIBLIE T
“Femarks” section The &Ihouni 0F G

nOvensss received in excess of

£ X pn..‘.c,u{.\

CPROULE TNE EXOESE

av; ReniDIienle Snall be regquived o
sUDIMil not Mmoye Shal: The Lrigina wnd
vwo copies of tne SP-27I 10 cazlendar

flayes {ollowing whe end of eack guarier
The Feldera! awarding afencles Ime)y Te-

guire a monthly report irorn those re-
clplent:s reCeiving afvanlCed wolaling 32
miliion or MUre per ¥Yeas.

(vi Federa]l awarding agencies TLay
walve the regualrement (0T sUDmlssion

of the 3F-272 {or ary one ol the {oo-
IOWINE Tea50ns;
(£) When monthly advance:s do not

exceed 827,000 per recipient, provided
thal such advances are monitered
torough other forms conteined in inls
SBCUION

{(B; If, i the Federal awarding agen-
cy's opmion‘ the recipient’s accounting
controlt are adequate tc minimize ex-
ceSsive Fecu-rfj advanoees. or,

(Cy When the electronic payment
mechanisms provide adegnate data.

(D; Wher the Federal awarding agen-
¢y mesds additional information or
more {reguent Teporis. the Iiollowing
shall be observed.

(13 When addivicnal inforrnation
neefed Lo comply with legislative re-

nirements, Federal awarding apencies
shell issue insiructlons L0 Teguire Ié-

ig

cipients so sibmit such information
under the "“"Remarks’ sectioln of the Ie-
poris.

/2y When z Federzal awarding agency
determines that & recipient’s account-
ing system doeg not meet the standards
i §9IE21 additional pertinent indor-
mation o further monitor cwalds Iay
Le obtzined upor written notice ic the
recipient until such fime ac the system
is brought up 4o standard. The Federz!
awarding agency. in obiaining this in-
{ormation, shall comply with report
ciezrance requirements of & CFR part
1320

(2) Pedera] awerding agenties are €n-
correget e shade oul any line item on
20Y redari if not necessary.

14, Federal aWarding &EencCigs MY
aCoept the identical informeation from
The recipiente in mMachine readavis for-

m&tl O CUTMPLLer DrinwoulE or  siec-
Lrenic cutpuue 1n Leu of prescrivel {ur-
THALE.
ATTACHMENT
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§213.

Ay Fedary] awarling rees mey
urovide compuner or ale nic ousputs
Looreciplents when such ewpedites or
sonyributes no the acouraey of report-

ing

£215.58 Retention rnd aceess require-
ments for records.

{a) This section seis forth require-
ments [or record retention and access
to recerds for awards Lo recipients.
Federal awarding agencies shall not
impose any other record retention or
access requiremenss upon rectpients.

{b) Financial records, supporuing doc-
uments, statistical records, and all
other records pertinent to an award
shall be retained for a period of three
years from the date of submission of
the firal expenditurs report or, for
awards hat are renewed guarterly or
annually, from the date of the submis-
sion of the quarterly or annual finan-
cial report, as authorized by the Fad-
eral awarding agency. The only excep-
tions are the following.

(1) If any ltigation, ciaim, or audit is
started before the expiration of the 3-
vear period, the records shall be re-
tained until all litigation, claims or
audit findings involving the records
have been resclved and f{inal action
talren.

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

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

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

(cy Copies of original records may be
suhstituted for the original records if
authorized by the Federal awarding
2L ENCY.

(d} The Federal awarding agency
shall request transfer of ceriain
racords to its custody from recipients
when it determines that the resecrds
possess long term retention value.
However, in order 1o avoid duplicate
recordkeaping, a Federal awarding
agency may rmake arrangements for re-
cipients Lo retzin any rezeords that are
continuonsly needed for joint use.

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

‘65 Thne Fadeval awarding agenay, whe
Inspzctor General, Compuroller Gen-
eral of the United 3caves, or any of
their duly zuthorigzed representabives,
nave the right of timely and unre-
atricted access Lo any books. docu-
ments, papers. or other records of re-
cipients thab are pertinent o Sthe
awards, in order Lo make audits, ex-
aminations, excerpts, transcripts and
coples of such documents. This right
also includes timely and reasonahbie ac-
cess to a reciplent's personnel for the
purpose of {nterview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
{ted to the required restention period.
but shall last as long as records are re-
tained.

(I} Unless reguired by statute, no
Faderal awarding agency shall place
restrictions on recipients Gthat lmit
public access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted f{rom disclosure
pursuant to the Freedom of Informa-
tion Act (b U.S.C. 352) If the records
had belonpged to the Federal awarding
agency.

{g) Indirvect cost rate proposals, cost al-
locations plans, etc, Paragraphs (g){l)
and {g)(2} of this secticn apply tc the
following t¥pes of documents, and their
supporting records; indirect cost rate
compubations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
{such ag computer uvsage chargeback

rates or composite fringe Tbhenefit
rates).

(1) If submiited for megotiution. I the
recipient submits to the Fedsral

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

2y If not submitied for negofiation, IT
the recipient is not required to submit
to the Federal awarding agency ar the
subrecipient is not reqguired to submit
%6 the recipient the proposal, plan, or

ATTACHMENT
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Ccuher wosbunting period: soversd oY
the proposzl DLal, o7 ULLET COMpLua-
10T

TEEMILATION AN BENFORDEMENT

L 215,60 Purpose of terminaiion and

enforcement.
Seotions 21561 end 2i1E.62 set foith
uriform suspension, termination and

enforcement procedures.

£215.61 Termination

iz; Lwards may be terminated in
wholt or in part omy U Paragraphe
{3013, (23 or (B) of this seCTIOn apply.

ii; By the Federal awarding agency,
if 2 recipient materially falle to com-
ply with the terme and condivisne of an
award.

(27 By the Pederal awarding agency
with the consernt of the recipient, iz
which case the two parties shall agree
upon whe termination conditions, in-
cluding the effective date end, in the
csase of partial rermination, the portion
to be terminated.

{3y By the recipient ¢pon sending 1o
the Federsl awarding zgency written
notification s=tuing fortk the reas0ns
for such ermiziasior, the effeciive
date. &nd, ir the case Of Dartial termi-
naztion. the portien to be terminated.
However, if the Federal awarding agen-
oy determines in one case ¢f partig]
termination that the redoused or modi-
fed porblor of the grant will not ac-
complish the purposes for wiich the
Erant wes made, it ey Lerminate Lhe
grans 1o ice entirery under either para-
graphe (e)(2) or (2) of thie section.

(hy 1f coste are aliowed under an
awart, She responsibilities of the re-
cipient referred to in §215.771&), includ-
ing thacse 1or Propercvy MAanagement as
wpplicanie, shall be considered 1D the
terminziion of the award, and provi-
sior sheli be made {or CONTILUILE Te-
sponsibilities of the reciplent afuer Ler-
TRINatIon, ek ADRTORriale

£212.62 Enforcement.
‘zm Remedies for noncomplicnce 17 & re-

cipieni malerially f2lie W compiy w

==k

()
R

awart

BLalulle.

Teg ) LIICE, appliCalidn, or
notice of award, the Federa awearding
agency TREY. 1r w04ilion L0 Irmpesing
2nY 0f Lhe Special COLGITIONE GULLDed
i 121814 wake one or more of tpe foli-
lowlng &CUionEe ag aPRTOPrikle i lhe
ClTCLITIE DRIIbES.

(2, Temporarily withhold cash pay-

mentes pending correcuion of tne defi-
ciency by the reciplent Or MOre Severe
erforcement action by the Federzl
AWATAIIIE &FENCY.

{2; Drisallow (thatl ig, deny Loth use of
funds ang any applicanle rnalening
credit for; all or puri of the cost of the
activity or action notl ik compliance

(2 Whoily or pertly suspend or usr-
minate the current award

14y Witnhold further awards ior the
Projeci O PTOETAINL.

{5y Take other remedies tnal meay De
iegaily avellable.

(o) Hearings und appeal:. In taking an
enforcement aCtlon,  the awartlng

agengy shall provide the recipient an
cpportunity for heering, appeal, or
other af@minisirative preoceeding o

whicn the recipient is entitled under
a2y statlute or regulation applicabie Lo
he action invoelved.

{cy Effects ¢f suspemsion und lermi-
noebion. Coste of & reciplent reswlting
irom obligetions incurred by The re-
cipient during & suspension or after
verminabipt of an award are niot allow-
aDble uniess the awarding agency ex-
pressly authorizes tnem 1D Lhe Douloe
of suspension or terminabion or subse-
guently., Otkher recipient costs during
suspension or afier termination whiclh
are Tecessary and Lot reasonably
avoidabie zTe allowable if Daragrapis
fo)ly end ‘2) of this sectior apply.

(17 The costs resuli from obligations
witich wWeTe Droperiy incurreé by the re-
cipient before the effective date of Bus-
pension 07 perminavion, are nol io an-
ticipation of it, and 1o the case of 2 Lar-
mination, are noncanceilanles.

(27 The coshe woulé ve allowabie if
tne award were not suspended OI ex-
pired normally at the ent of the fund-
ing period in which ihe termination
weizes eflect.

(dy Relationship o debarment ond Sus-
pergion.  The eniproement remefies
igentified in TRIE SECTLOL. incinding
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ation, do now
rac rom heing subiecy
o debarment and suspension under
05 12648 gnd 12888 and the Federail
awarding agpency implementing regula-
stons (see §215.19)

5100 rar

and

e a ranipient

™o

Subpart D—Afer-the-Award
Requirements

$215.70 Purpose.

Sections 215.71 through 21 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

5.73

£215.71 Closeout procedures,

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

(b} Unless the Federal awarding agen-
cy authorizes an extension, a recipient
shall liguidate all obligatione incurred
under the award not later than %) cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award

or in apency implementing Instruc-
ttons.
{c) The Federal awarding agency

shall make prompt payments o a re-
cipient for allowable reimbursable
coBts under the award being closed ont.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-128 governs unreturned amounts that
become delinguent debts.

() Whnen zuthorized by the terms and
conditions of the award, the Federal
awarding agency shall make a settle-
ment for any upward or downward ad-
justments to the Faderal share of costs
affer closecut reporis are received.

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

(z) In the event a final audit has not
haen periormed prior to the closeout of

2 CFR Ch, Il (i-1-06 Edition)

ar award, the Fegeral awarding agency
shill retain the right to recover an an-
propriate amount after fully oonisid-
ering the recommendations on  dis-
allowed costs resuliing from the finzl
andit.

w2

§3215, Subseqguent adjustments and

continuing responsibilities.

fa) The closeout of an award does pot
affect any of the foliowing:

{1) The right of the Federal awarding
agency bto disaliow costs and recover
funds on the bagis of 2 later audit or
other revisw.

(2} The obligation of whe recipient
return any funds due as a result of
later refunds, corrections, or other
transactions.

(1) Audit requiremsents in §215.26.

4} Property management reqguire-
ments in §215.31 through §215.37.

{5) Records retention as required in
§215.53.

) After zloseout of an award, a rela-
sionship created under an award may
be modified or ended in whole or in
part with fhe consent of the Federal
awarding agency and the rescipient,
provided the responsibilities of the re-
cipient referred to in paragraph {a) of
this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as approprizate.

[69 ¥R 76283, M=y 11, 3004, as amended at 70
TR 51881, Aug. 31, 2005)

LG

$215.73 Collection of amounts due.

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

1) Mzking an administrative offset
against other reguests for reimburse-
ments. .

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

13) Taking othier action permitted by
statute.

(L) Except as otherwise provided by
law, the Federal awarding agency shal}
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Al Dyverdue Gewl in
s OFPE Ch'aphf;

CONTEACT

&% unlracis, awaried LY & TeCITIESU in-
dpaing smiell purchesss. shall celilall Uhe
oliowing provisiont ar =pplicabie

Eyuni Rmnmloymient Upporiunity—A~AIl]l coli-
tracie shall COnRLeinl & Provisiol Ieguiring
comphlznce wiin E.C 11246, ''Egua: Employ-

ment Opportunity’ (30 FROIE3G 12835, D
CFR, 1961865 Comp.. §. 229), ac amended DY
E.0. 11375, Y Amending Executive Drosr 11945
Teiating o Boual Employment Oppor-
Tunity,’’ wol at supplernented by reguiations
£t 41 CFE part 60, "Office of Federal Son-
1ract Compliance Progrems Equal BEmploy-
ment Opporwunity, Depariment of Labor.”

2. Gopeiand “Anti-Kizkbeck' Aot (18 U.L2.C
&7¢ and 40 U.5.0. 276c)—~4A) contracts and sub-
grante v excest of $2000 for consStruciion or
repair AWATGeE by recipients ané subrecipi-
ents snall inelnde & provisiorn ior compliance
witl the Copeland “Anu-Kickback™ Act (1€
T.£.C. B4, as snpplemented by Depariment
of Labor regulstions (2& OFR part & "Zon-
TactorE anl SuheonTraclore o Fublic Bulid-
inE or Funhe Work Ploznosed i Whole or 1o
Fart by oane or Grente from the Trnated
steios’’). The LGt provides thet each con-

ACLOT Or Subreciplent snall be prohibited
{rorn induncing, by &Iy means, any Persor
employed 1L the consiraction, compietion, or
repair of pupiic work, 1e give up any part of
the cormnpensation to whick he is otherwlse
entitlsd The recipient soall repor: all sis-
pected or reportet Violationg to the Federal
awardiDE &gency.

% Dbavws-Bocon Act, ar amended (40 U.S.C
276u 16 o-7—~Wher reguireé by Federal! pro-
gramm leglsiation. =1} copsiruction GONLrachs
wwiriet DY bhe Teclpienis and SLDIECiP:enuE
of moere that 32000 snzll anciude 2 provision
{or compliance with the Davis-Baoon Act (40
T.E.C 276z Lo a-T: and zs supplemented by
Leparttnent of Lebor regmiations (25 CFE
par: & ULabor Standards Frovisicl: ADpiiGe-
vie Lo Contracts Governing Federally -
nenced and Assisied Construction’), Under
Lhit ACU coRuractors snall be reguires Lo pey
wefes uC laborers and mechanlcs #l & Taue
notl iess Lhar the mimmuin wages specilied
in & Wage delerrmninaticn made by the Sec-
retary 0f Labor. In zddition, GONWIacLOTE
shzll be regeiret 1o pay waged ool 1eS: Lhan
once & week, The recipient shall place 2 copy
of ulie CWITEND prevalling wage delerminaiion
155086 by the Department of Labor 11 each
s0110iLETIDE B0E the award of & conwract shall
pe conditioned 2pon the acceplaboe 07 LLE

wge Getermination. The recipient shall re-

‘
1

o™ zdl HUSDECLEL O TEPOTLHD ViDiwliulid
Lhs Felders! awarding afgsney

& Cunireor Work Hourd onc Sujery Steignr ol
ool 1D 5 O Z2r-335—Wunere applicabie &l
COGTYROLY awalrdel DY JECIPIBNLE 11X £xcest of
32000 1or CONSLruculen CONLIaCcls &nc i ex-
cess of 12500 {or uiher CONLratls Lhnat involve
the empioyment of mechanic: 07 1abLOrers
shall tncluae & provisier {o1 compliance with
sections: 102 and 107 of the Contraclt Work
Eours ant Salety Standzras Act 40 U.BC
427-853; at sappiemeplec by Depariment of
Lapor regulationy (25 CFR pari 8). Undaer seo-
won 102 of the Act, £aCh coeriraclor skall be
required ¢ compute the wWages ol every e-
chanit and laporer or the basie of & 3tandarc
work week of 40 hours, Work i excess of the
standard work week & permissibie provided
tpat the worker 15 compensatet &t & rate of
not Iese thar 1% times the Dasic rate ol pay
for al! nours werked in excess of 40 hours in
the wark week Sectior 10% of the Act if AT
piicable te construction work and provides
1nal no laborer or mechanic shall be requirec
1. work 1n sorroundings or under waorking
conditions which are unsanliary, hasardous
or dzngerpus. TLESE CEQUITEMents do Dot
apply to the purcbases of supplies Or mave-
rials or articles ordinarily avaliable on ile
oper market, or contracte {or LTaNSpoOriasion
Or WAnSIMiSSIOL 0f 1nuelilgence.

5. Riphzt to invembions Mode Dnder o Con-
tract or Agreemeni—Coniracls OF agr€emenls
107 the performance of sxrperimental, devel-
cpmenal, or research work shall provide for
the ™Mgnts of the Federz! Government anc
the reciplent ir any reskiting invention in
aocoroance with 37 CFR part 401, "RIghie o
invension: Made by Nonprofit Organizatlons
ané Small Business Firms Under Govern-
ment Grants, Contracts and Jocperative
Lprpemente,” and al¥ UM PIeInenling regalia-
tions 1ssued DY the awarding Agency

£, Clean Air Act (42 UL.C. 7401 et seq. ar
the Federal Waier Foliution Conirol Act (il
B0, 28] et seg.), ar omended—COonlracts
and subgrants of amounis ip excess of
100,000 snall coplall & provision that re
guires tne reciplent v agret ut comply wish
ali applicapie standards, orders or regela-
ticne issuec pu"su?.nt wc the Clean Lir AcCt
145 U.E.C. 7401 e seg.: end the Federa] Waler
Folintion Control Act =f amended (35 T.E.C
1251 e seg.). Violatione shall be reporiet Lo
tne Federal awerding agency and ithe Fe-
gional Office of tne Envirenmental Frousc-
TiCL Agency (BFEA)

7. Ryrd Anti-Lopbying Amenament (3] U.S.C
1152—Contracbore whe apply or bid for an
awart of S1UC,00C or more shali {ile the re-
guired certificewion Bach tier certifies ¢
the tier alove that it will Dot ant Las not
used Federa! gppropriated {unoe tC pad any
PETSOL OF Grganizatiorn {or nfluencing o av-
wempiing ¢ influence ar officer ¢r emmploves
of eny agency. & membe: of Con se officer
or ernDicyee 0f ConEress. or an empioyves of o

o FL




ot 220

wamber of CONEPeSs 0o coenhention wish ob.
Aining any Federal sontract, grant or any
sther awerd covered by 3% J.8.C 1352 Each
iler shzll alsc disclose any iohbying wibh
non-Federal funds thai takes place in con-
nection with obuvelning any Federzi award.
Sueh disclosures are forwarded from Sier to
tler ap to the recipient

8. Debarmeni and Suspension (B.0.5 12549
and 126893 —A contract award wlth an
amount expeciod Lo soual or exceed 325000
and certain other contract awards (see 2 CFR
1801.280) shall not he mede to parties listed aon
the government-wide Excluded Parties List
Swstemn, in accordance with the OME guide-
lines at 2 OFR part 180 that implement E.O.5
12549 (3 CFR, 1986 Comp,, p. 189) and 12688 (3
CFR, :#89 Comp., p. 935), “Debarment and
Spspension.'” The Excluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cies, as well as parties declared ineligible
undar stetutory or regulaztory zuthority
ather than B.O. 12549

[69 FR 26281, May 1l, 2004, 25 amended at 70
R 51379, Aug. 31, 2005}

PARTS 216-21% [RESERVED]

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

Sec.

2205 Purpose.

220.18  Scape.

220.16 Policy.

220.20 Applleability.

220.25 OME responsibilities.

220.30 Federal agency responsibilities.
22035 Effective date of changes.

220.40 Relationghip to provious issuance.
320.45 Information contact.

APPENDTY A TO PART 220—PRINCIFLES FOR DE-
TERMNTNG COSTE APPLICABLE TO GRARTS,
CONTRACTE. AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

aurgorrTy: 31 U.S.C. 503; 31 U.5.C 1111; 41
U.8.C. 405, Reorganization Planr No. 2 of 1970;
E.Q. 11541, 35 FR 10737, 3 CFR. 1966-1970, p.
39,

SourCE: 70 FR 518B%, Aug. 31, 2005, unless
otherwise noted.

§220.5

This part =sstablishes principles for
determining costs applicable to grants,
consrache, and other agreerments with
educational institutions.

Purpase.

68

2 CFRE Ch. I (1-1-04 edition)

K20.10

The pringiples in Shis pary deal with
she zubject of cost determination, and
make no attempt Lo identify the oir-
sumstances or digiate the extent of
srency and institational participation
in the financing of 4 particular project
Provision for profit or obther incrament
ghnve nosth is outside the scope of fhis
part

Scope.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its falr share of totel
costs, determined in accordance with
ganerally accepted accounting prin-
ciples, except where restricted or pro-
hibited hy law. Agencies are not gi-
pected to place additional restrictions
on individual 1tems of cost. The suc-
cessful apvlication of cost accounting
principles reguires development of mu-
tua) understanding between represent-
atives of educafional institutions and
of the Federal Government as Lo thair
scope, implementation, and interprefa-
tion.

§220.20 Applicability.

(a) All Federal arencies that sponsor
research and development, training,
and ofher work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in deterrmining
the costs incurred for such work. The
principles shall also be used as a2 guide
in the pricing of fixed price or luamp
sum agreements.

(b)Y Each {=deral agency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
educational institution shall reguire
the FFRDC fo comply with the Cost
Accounting Standards and with the
rules and reguiations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part £9.

§220.25 OMB responsibilities.

OMB 15 responsible for:

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

{ny Interpreting the policy require-
ments in this part and providing assist-
ance to ensure effective and efficient
implementation.

ATTACHMENT . G
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TG THE HERDZ OF LXYECUTIVE LEPARTMEWTEI RWLD ESTHZBLISHMENTS

SUBJECT: Cost Principles for Won-Proiit Orgarizarions

\ Purpose. This Circular establishes principles for determining costs of
grants, ©Ontracts and other agreements with non-profit organizations. It does
not apply & ersities which are covered by Office of Managemen=z

it
"Cost Principlies for Educational Institutions";
ognized Indiar tribal governments which are
covered by OME Circular i-87, "Cost Principles for State, Local, and Indian
Tribal Governments"; or hospitzls. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
pronibited by law. . The principles do not attempt to prescribe the extent of
cost sharing cor matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on individuzl cost elements by Federal agencies. Provision for
profit or other increment above cost is outside the scope of this Circular.

g

1 o coclleges and univ
and Budget (CMB) Circular A~Z1
State, local, and federally-re

?. Supersession. This Circular supersedes cost principles issuned by individual
agencies for non-profit organizations.

3. Applicahility.

2. These principles shall be used by all Federal agencies in determining
the costs of work performed by non-profit crganizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
instruments are herzafter referred to as awards. The principles do not apply to
awards under which an organization is not reguired to account to the Federal
Government for actual costs incurred.

b. 211 cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject Lo those Federal cost principles applicable to the particular
crganization concerned. Thus, if z subaward is to a non-profit crganization,
this Circular shall apply; if & subaward is to a commercial organizztion, the
cost principles applicable to commercial concerns shall apply; 1f & subaward is
te a college or university, Circular 2~21 shall apply:; if a subaward 15 to a
State, lo=al, or federally-recognized Indian tribal govermment, Circular A-B7
shall apply.
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conuaYalive, or oTher

{2, is5 no*t organized primarily Zor profit; and

{37 uses 1ts net proczeds to maintain, improve, and/or expand It
Oparatlions. For this purpose, the term "non-proiit organization" axcludes i)
celleges and universities; (ii} hospitals; (iii) State, local, and federally-
recognized Indian tribal governments:; and {iv}) those”™
non-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

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

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

6. Responsibilities. Agencies responsible for administering programs that
involve awards toc non-profit organizations shall implement the provisions of
this Circular. U9pon request, implementing instruction shall be furnished to
OMB. Bgencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

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

Artachment 2 - General Principles
Ettachment B - Selected Items of Cost
Attachment C - Non-Profit Organizations Not Subject To This Circular

B. Requests for exceptions. OMB may grant exceptions to the reguirements of
this Circular when permissible under existing law. However, in the interest of
achieving mazimum uniformity, exceptions will be permitted only in hLighly
unusual circumstances.

9, Effective Date. The provisions of this Circular are =zffective immediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the orgarization's next fiscal ysar. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in
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SEPERAL PRINTIPLES

oL Beanro Zongoidevailions

Pooo Composit imal. coste. The Total cost of an award 13 the sum of
The ol Dwahie direr alincapis indirect zosts less any appaicable credits
Factors affecting allowalility of zosts. To be
award, o5tz must meet the {oilowing general criteria:
a. Be reasonable Ior The performance 20 the award and be allozahis
thereto under these principles. '

b, Conform to any jimizations or zraclusions set forth in these
e

3
principies or in the award as to types or amount of Ccost itzms

(-

c. Be consictent with policies and procedures that apply uniformly
to both federally-financed and other activities of the organization.

d. Be accerded consistent treatment.

2. Be determined in accordance with generally accepted accounting
principles (GAAP).

used to meet cost sharing or

f. Not be included as st or
rzlly-financed program in either the

a
matching reguirements of any other fed
current or a prior period.

g. Be adequately documented.

3. PReasonable costs. A cost is reasonable ii, in its nature or amount,
it does not exceed that which would be incurrsd by a prudent person under the

circumstances prevailing at the time the decision was made to incur the coste
The question of the reasonableness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions thereof
which receive the przponderance of their support from awards made by Federal

agencies, In determining the reascnableness of a given cost, consideration
shall be given to:

a. Whether the cost is of a type generally recognized as ordinary

and necessary for the gperation of the organization or the performance of ths
award.

L
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= Whenrer vhne indevidus s concerne acted wWiITh Lruasnces 1r The
crrodmstantes, Congiasring their responsipilities Lo Tre Crganizetion, ts
memoers, emnlovess, ancd <lients, the pukli:c et lerge, ant the Federel
Sovernment .
. Eignificant deviations from the establisned practices of The
organization which mey urjustifiably increase the award coste.
4. Elliocable cests
z. L cost is zllocakle tc a particular cost obljective, such as a
grant, contract, project, service, or cther activity, in accerdance with the
relative penefits received. 2 cost is allocable to & Federal award if it is
treated consistently with other costs incurred for the same purpose in iike
circunmstances and 1 it:
{1) Is incurred specifically for the award.
(2) Benefits both the award and other work and can be
distributed in reasonable proportion to the benefits received, or

]
o}

{3) Is necessary to the overzll operation oi The crganizatiomn,
although a direct relationship to any particular cost objective cannot bDe shown.

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

5. bmpplicable cradits.
a. The term appliicable credits refers to those
uction ¢f expenditures which operate to offset or reduce expense items that
gllocable to awards as .direct or indirect costs. Typical examples of such
ansactions are: purchase discounts, rebates or allowances, recovegries or
indemnities on losses, insurance refunds, and adjustments of overpayments or

receipts, or

erroneous charges. To
orgaiization relzte to
Government elther as a

b.
Government to finance
ftreated as applicable
items against related
determining the rates
rendered whenever the
services have been fin

c.
from federzlly-support
Budget (OWME) Circular

Agreements with Institutions of Higher Education,

Profit Organizaticms.”

In some

For rules covering program income |

the extent that such credits accruing ox received by the
allowable cost, they shall be credited to the Federal
cost reduction or cash refund, as appropriate.

instances, the amounts received from the Federal
organizationzl activities or service operations should be
credits. Specifically, the concept of netting such credix
expenditures should be applied by the organization in

or amounts to be charged to Federal awards for services
facilities or other resources used in providing such
anced directly, in whole or in part, by Federal funds.

A

.e., gross income ezarned

ed activities) see Sec.  .Z4 of Oifice of Management and
E-110, "Uniform Administrative Requirements for Grants
Hospitals, and Other Non-

=

and




. Advanr= understandings. Under any giv award, “ne rzasonableness and
A4..omabtlty of Terctain items oi COSTS may hHe icult o determine. This is
AXTLUuLAaryy True In COnNNesLion WiLD organizatior “hat receive z preponderance
B o suoport from Federal agencies. In ord To avsid subseguent
4 nwance or dispute besed on unreasonablen or nonalillocakility, LI is

o
=
aStan dezirable o sesk a writien agreement wi the cognizant or awerding
agancy onoadvance of the ingcurrence of spacial unusuzl zZosts. The absence of
an advance agrasment on any elament of Zost wi ot, in itseli, afifect the
reasonahlensss or aliocability of that =2lemnent

i Zonditional exemptions.

a. OMB authorizes conditional sxXemption from OMB administrative
raeguirements and cest principles circulars for certain Federal programs with
statutorily-authorized consolidated planning and consolidated administrative
funding, that are idsntified by a Federal agency and approved by the head of
the Executive department or establishment. 2 Federal agency shall consult with
OMB during its consideration of whether to grant such an exemption.

b. To promote efficiency in State and loczl program administration,
when Federal non-~sntitlement programs with common purpases have spzcific
statutorily-authorized consolidated planning and consolidated administraiive
funding and where most of the State agency's resources come Irom non-Federal
sources, Federal agencies may exempt these covezred State-administersd, non-
entitlement grant programs from certain OMB grants management reguirements. The
examptions would be from all but the allocability of costs provisions of OMB
Circulars A-87 (Attachment A, subsection C.3}, "Cost Principles for State,

Local, and Indian Tribal Governments," BA-21 {Sesction C,'subpart 4), "Cost
Principles for Educational Institutions," and A-122 (Attachment B, subsection
A.4), "Cost Principles for Non-Profit Orgamizations," and from all of the

administrative regquirements provisions of OMB Circular A-110, "Uniform
ABdministrative Requiraments for Grants and Rgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations, " and the
agenciles' grants management common rule.

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

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, serviceg, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpocse, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost
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4. The costs of activities performed primarily a&s & service tc memberx
clients, or the generezl public when significant and necessary to the
organizaticn's mission must be treated as direct costs whether or not zllowable
and be @llocezted an eguitable share of indirect costs. Some examples of these
types of activities include:

a. Maintenance of membership rolls, subscripticns, publications,
and related functions.

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

c¢. Promoticn, lobbying, and other forms of public relatiomns.

d. Meetings and conferences except those held to conduct the
generzl administraticn cf the organization.

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

£, DAdministration of group beneiits on behalf of members or
clients, including life and hospitel insurance, annuity or retirement plans,
financizl aid, etc.

C. Indirect Costis

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with a particular final cost
chjective. Direct ¢ost of minor amcunts may be treated as indirect costs under
the conditions described in subparagraph B.Z. After direct costs have been
determined and assigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
objectives. B cost may not be allocated to an award as an indirect cost i1f any
other cost incurred for the same purpose, in like circumstances, has been
assigned to an award as a direct cost.

2. Because of the diverse characteristics and accounflng practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in &ll situztions. However, typical exzamples
of indirecg

t ccst for many nen-profit crganizations may include deprecigtion or

i,
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3. Indirsct coste shall be classiiied witnin “we brsad categories:
Lntxes" and "BRdministration.” "Facilities" is defined as depraciation and
> aslowances on buildings, aquipment and capital improvement, interest on dam
ansoniated with certain buildings, =guipment and capital improvements, and

operations and mainienance expenses. "Administration® is deiined as general
administration and general expenses such as the director's office, accounting,
personnel, library expensas and all sther types of expenditures not listed
specifically under one of the subcategories of "Facilities" !including cross
allocations from other pools, where applicable}. 5eze indirsct cost rate
reporting reguirements in subparagraphs D.Z2.2 and D.2.g.

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

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

b. Where an organization has several major functions which benefit
rom its indirect costs in varying degrees, allocation of indirect costs may
require the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which bast
measures the relative degree of benefit. The indirect costs allocated t0o each
function are bhon distributed to individual awards and other activities, 1ncludod
in that function by means of an indirect cost rate{s).

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

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

e. The base period for the allocation of indirect costs is the
period in which such costs are incurred and accumulated for allcocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be 50 selected as to avoid
inequities in the allocation of the costs.

2. Simplified allocation method.

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

[ L.
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L. Both the direct coste and the Lndlrect costs shell erxolude
zapztel expesnditures and unellowable costs. However, unallowaple costs which
represent acTivities must be included in the direct Costs under the Conaitions
described 1ln subparagrapnh B.3

ol The distribution biése may be totzl direct costs {excliuding
capital expenditures and other distorting items, such as major subcontracts or
supgrants], direct salaries and wages, or other base which resvlts in an
eguitable distribution. The distribution base shall generzlly erclude
participant support costs as defined in paragraph 2Z of Attachment B.

d. Except where & special rate(s) 1s reguired in accordence with
subparagraph 5, the indirect cost rate developed under the above principles is

agra
applicable to all awards at the crganization. 1If a specizl rate{s) is required,
appropriate modifications shall be made in order to develop the special ratels).

e. For an organizaticn that receives more than $10 million in
Federal funding of direct costs in a fiscal vear, a breakout of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is regquired. The rate in sach case shall be stated
as the percentage which the amount of the particular indirect cost category
{i.e., Facilities or Administration) is of the distribution base identified with
that category.

3. Multiple allocstion base method

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

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

(1) Depreciation and use allowances. - The expenses under this
heading are the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and eguipment which are computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
2llowances") .

1 meee 1) ~ T
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siodamys, sguipment and capLtal

Leradraoh X3 of Atcachmenz B ("InTar "

{30 Operation and intenance eryxpenses. The expensas under
Ines nheading are thosse that have been "nﬁurred for the admipistration,
ODneration, malntenance, preservation, and sryotection of the organization's
whysical plans They inciude expenses normaily incurred for such ltems as:
JAani rsal and utility services; repalrs and ordinary or normal alterations of
muildings, *urrlture and =squipment; care of grounds; msintenance and operation
of buildings and other plant facilities; security; earthquake and disaster

preparedness; environmental safety: hazardous waste disposal: property,
ilialbility and oibher insurance relating to property: spice and capital leasing;
facility planning and management; and, zaentral receliving. The oparation and
maintenance expenses zategory shall also include its allocable share of iringe
henefit costs, depreciation and use allowances, and interest costs.

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

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

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

function, and on capitel rmprovemsnts anc
Le zessigned To That Iunciion.

(t) Depreciation or use zilowances on buildings used fox
mere tharn one function, and on ¢apital improvements and egul ipment used In Ssuch
buiidings, shall pe zllocated to the individueal ;unctions performed in zach
buiiding on the basis of usable sguare feet of space, sxcluding common arezs,
such @& hallways, stairwells, and restrooms

{¢) Depreciation or use allowances on buildings, capital
improvements and equipment related space (e.g., individual rooms, and
laboratories) used jointly by more than one function {as determined by The users
of the space) shall be treated zs follows. The cost of each jointly used unit
of space shall be allecated to the benefitting functions on the basis of:

!i} the employees and other users on a full-time
equivalent {(FTE) basis or salaries and wages of those individual functlons
benefitting from the use of that space; or

{n

{ii) organizatiomn-wide employee FTEs or salarie
and wages applicable toc the benefitting functions of the organization.

{d) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, not included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to major functions in proportion to
the salaries and wages of all employees applicable to the functions.

{27 Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances on the buildings, equipment and
capital eguipments to which the interest relates.

{3} Operation and maintenance eXpenses. Cperation and
maintenance expenses shall be allocated in the same manner as the deprecia tion
and use allowances.

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

d. Order of distribution.

(1} Indirect cost categor4eﬂ consisting of depreciztion and
use allowances, interest, coperation and maintenance, and general administration

I
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an wndirect £ost category will be considerad

zlnsaed onge it has Dean allosated to othey cost objectives, and costs shall not
De mubseguently allocated to it. However, a cross allecation of cosits between
W oY morne indirect Tosts categories couid be used if such allocation will

result in a more equitable allocation of costs. If a zross allocation is used,
an appropriate modification to the composition of the indirect cost categories
JE raquired,

e, PApplication of indirect cost rdate or rates. Except where a
special indirect coust retei{s} is reguired in accordance with subparagraph D.5,
the separate groupings of indirect costs allocated to each major function shall
pe aggregated and treatsd as a common pool for that function. The costs in thne
common pool shall then be distributed to individual awards included in that
function by use of a single indirect cost rate. '

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

g. Individual Rate Components. An indirect cost rate shall be
determined for each separate indirect cost pool developed. The rate in each
case shall be stated as the percentage which the amount of the particular
indirect cost pool is of the distribution base identified with that pool. Each
indirect cost rate negotiation or determination agreement shall include
development 0f the rate for each indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities"™ and "Administration,"” as described in
subparagraph C.3.

4. Direct allocation methecd.

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

b. This method is acceptable, provided =ach joint cost is prorated
using a base which accurately measures the benefits provided to each award or

e
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Z Specizl :andirect cCust rates. 1In some instances, a single indirect
wost rate for a1l activities of an organization or for sach mejoer functien of
The organization may not be appropriate, since it would not tske into account
those different factors which may substantielly affect the indir=ct costs
applicable to a particular segment of work. For this purpose, a particuliar
segment of work may be that performed under a single award or i1t may consist of
work under a group of awards performed in a common environment. These factors

may include the physical location of the work, the level cof administrative
support required, the nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When a particular segment cof
work is performed inm an environment which appsars to generate a significantly
different level of indirect costs, provisicns should be made for & separate
indirect cost pool applicable to such work. The sepzrate indirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and {ii) the volume of work to
which the rate would apply 1= material.

E. DNegotiation and Zpproval of Indirect Cest Rates

1. Definitions. 2As used in this sectacn, the following terms have tThe
meanings set
Iforth below:

a. Cognizant agency means the Federal agency respongible for
negotiating and approving indirect cost rates for a non-profit organization on
behalf of aill Federzl agencies.

b. Predetermined rate means an indirect cest rate, applicable to a
specified current or future peried, usually the organization's fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. A
rredetermined rate is not subject to adjustment.

¢. Fixed rate means an indirect ceost rate which has the same
characteristics as & predetermined rate, except that the difference Letween the
estimated costs and the actual costs of the period covered by the rate is
carried forward &s an adjustment to the rate computaticn of a subseguent period.

d. Finzal rate means an indirect cost rate applicable to a specifled
past period which is based on the actual costs of the period. A final rate is
not sulject to adjustment.

.
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e oapplicable o vsad for funding, -—nzs
mhursement, and awards pending the asTaizliishment
s Lfinal rate for

f. proposa: means The documentation prapared ny an

leim for the reimbursement of indirect costs,
w and negotiation lsading o the

DIGANI TALION "o 3UDsTentiave | .
Tris proposal provides the basis Zor tne ravi
2stablishmant of an organization's indirec:

g. Ceost objective means & function, srgarizational subdivision,
Tontract, grant, or other work unit for which cost dats are desired and for
whiocohn provision is made o accumulate angd measure the cost of processes,
projscts, jobs and capitalized projects

N

Negotiation and approval of rates.

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

Federal awards te the organization. Rl1l concerned Federal azgencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

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

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

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

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

e. Fixed rates may be negotiated where predetermined rates are not
considered appropriate. 3A fixed rate, however, shall not be negotiated if (i)
all or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-Federal work at the organization is too erratic to permit an egquitable
carry-forward adjustment; -or (iii) the organization’'s operations fluctuate
significantly from year to year.

f. Provisional and final rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.
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FATATTADGS rinciples to be aprlled in escabllishni he
allowani iy LSt These principliles &pnly wWhainer a T8
ilure ro mention a partizsular - f oosT o is
unellowalsle; rather, detarminat.or az 1o
be hased on the TrgatmeLt or pronaip
items of sosi

L. Advert.sing and puiblic relazions cosis.

a. The term advertising costs means :the costs of adveriising media and
corollary administrative costs. Advertising medisa incliude magazines,
newspapers, rdadio and telaevision, direct majl, exhibits, electronlic or computer
transmittals, and the like

. The term public relations includes community relations and means these
activities dedicated to maintaining the image of the non-profit organization or
maintaining or promoting understanding and favorable relations with tne
community or public at large or any segment of the public.

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

{1) The recruitmant of personnel required ior the performance by the
non-proiit organization of obligations arising under a Federal award {5es aiso
ttachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocation

=0s3ts);
{2) The procurement of goods and services for the performance of a

Federal award;

{3) The disposal of scrap or surplus materials acquired irn the
performance 0of a Federal award éxcept when non-profit organizat 2
reimbursed for disposal costs at a2 predetermined amount; or

=N

{4} Other specific purposes necessary to meet the resquiraments o
the Federal award.

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

(2) Costs of communicating with the public and press pertaining o
specific activities or accomplishments which result from periormance of Federal
awards (these costs are considered necessary as part of the outreach =2flort for
the Federal award); or

(3} Costs of conducting general lizison with news media and
government public relations officers, to the ertent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,

financial matters, etc.
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Zosts of mestings, conventiong, convocZatlions, or cother eveants
tivities ¢f the non-profit ¢rganizstion, including:

{a) Costes of displays, demonstraticns, and exhibits;

{b) Costs of meeting rooms, hospitality suites, and other
d in conjunction with shows and other special svents; and

lc) Sazlaries and wages of employess engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

(3} Costs of promotional itfems znd memcorabiliz, including models,
gifts, and souvenirs;

{4) Costs of advertising and public relations designed sclely to
promote the non-preofit organization.

2. Advisory Councils

Costs incurred by advisory councils or committees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirsct cost where
allocable t¢ Federal awards.

3. BRlcoholic beverages. Costs of zleccholic beverages are unzllowable.
4. hudit costs and related services

2 The costs of audits reguired by , and performed in accordance with, the
Single Budit Act, &s implemented by Circular A-133, "Audits of States, Local
Govermments, and Non-Profit Organizations” zre allowable. Elso see 31 USC
7505(b) and section 230 (“Audit Costs”) of Circular B-133.

b. Other audit costs are allowable if included in an indirect cost rate |
proposal, or if specifically approved by the awarding agency &s 2 direct cost to
an award.

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

are exempted from 2-133 under section 200(d) are allowable, subject to the
cenditions listed in Z-133, section 230 (k) (2).

Y
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5, are unailowabl
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Honding costs
a. Bonding cos5ts arise when the Federal Government regquires assurance
auainst financial loss to itself or others by rezsson of —he act or Jdefauit of

tne pon-profit organization. They arise also 1n instances where the non-nroi:s
OIGET. ZAN10n requires similar assurance. Included are such bonds as bid,
performance, payment, advance pzyment, infringemeént, and fidelity bonds.

b.  Zosts of bonding required pursuant to the terms of the award are
allnwable. '

s Zosts of bonding required by the non-profit erganization in the
gerneral conduct of its operations are allowakle to the extent that such bondirng
is in accordance with sound business practice and the rates and premiums are
reasonable under the circumstances.

7. Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, electronic or computer
rransmittal services and the like are allowable.

8. Compensation for personal services.

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

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

{l1) Total compansation to individual emplcoyees is reasonable for the
sarvices rendersd and conforms to the established policy of the organization
consistently applied to both Federal and non-Federal activities: and

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

C. Reasonableaness.

(i1} When the organization is predominantly engaged in activities
other than those sponscred by the Federal Government, compensation for employees
on federally-sponsored work will be considered reasonable to the extent that it
is consistent with that paid for similar work in the crganization's other
activities. .

{2} Wnen the organization is predominantly engaged in federally-
sponsored activities and in cases where the kind of employees required for the
Federal activities are not found in the organization's other activitizs,

R ” 3
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o Speciel! conslidersTlOons LI QETETMINLLO SWADLIIITY CEITelir
conditions reguire special consideration and possible limitations in gertermining
2CsTs unaer Federal awards where amounts vpes of COMpEnsz{icon appear
unrezsonakbile.  Zmeno such conditions ere :

{1} Compensation To members of non-profit organizations, Lrustees,
directors, assocrates, officers, or the immedZIate families “herscf.
Determination should be made That such compensartion is regsonable for Thne actua:
personal services rendered rather than s distribution of eazrnings in erxcess of
costs.

s

{z) Any change in an ovganW"atlon $ compensation policy resuiting in
& substantial increase in the organization' level of compensation, particularzly
when it was concurrent with an increase in +he ratio of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due To changes in Federzl policy.

e. Unallowable costs. Costs which are unallowable under other paragraphs
of this Attachment shall not be aliowable under this paragraph sclely on the
basis that they constitute personal compensation.

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

(1} When necessary to cope with emergencies, such as those resulting
from accidents, naturzl disasters, breakdowns of equipment, or occasional
operational bottlenecks of a sporadic nature.

(2} When emplovees are performing indirect functions, such as
admin:istration, malntenance, or accounting.

{3) In the performance of tests, laboratory procedures, or other
similar operations which are continuous in nature and cannot reasonably he
interrupted or otherwise completed. i

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

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

(2) Fringe benefits in the form of employer contributions or
expenses for social security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awards and other activities in
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salarizs and wages

"2 Ay Provlisds under & seli-inzurance prog
for uanemployment compensation DENSETLIoOn are ailiowable to Th
: t That the provisionszs repre le estimates of the liabilizies Zor
such compensation, and the types o extent of coverage, and rates and
oremrums wouid have beern allowable had insurance been purchased ©o cover the
r13ks.  However, provisions for self-insured liabilities which deo not become
payasbie for more than one ysar after the provision is made spall not exczed (he
pre value of the liability.

(b} Where an organization follows a consistent policy 2f
expensing actual payments to, or on behalf of, employees or former empioyeges for
unemployment compensaticn or workers' compensation, such payments are zilowable
in the year of payment with the prior approval of the awarding agsncy, provided
they are allocated to all activities of tne organization.

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

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

i. Pension plan costs.

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

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

{c) The cost assigned to each fiscal year is determinsed in
accordance with generally accepted accounting principles (GAAP), as prescribed
in Accounting Principles Beard Opinion No. 8 issued by the American Institute of
Certified Public Accountants; and

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

(2} Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA} of 1974 (Pub. L. 383-406) are
allowable. Late payment charges on such premiums are unallowable.
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s SOMPERSELion.  INCENLivE COMPensation 10 em-ioyees Lassc on
~ost redustion, or s=ificisnt performance, suggestion aWarag, safeIly aweras,
evs., &re allowakle To the =xtent That the overall COmMpensellorn L& Oeleimined o
me rezsornable and such costs are paid or accrued pursueani Lo an agrasement
entered into 1n good Faith bLetweer The corganizaticon and the emplovees before the
Servioss were rendered, o pursusnt to an esrablished plan followed by tnes
crganization s consistently as to amply, in effect, an agresment Lo make Such
payment

k. JSeverance pay.

{1 Severance pay, &lso commonly referred tc as dismis

! igsal wages, 1=
z payment in addition to regular salaries and wages, Dy organizatlons To workers
whose employment is being terminated. Costs of severance piy are
tc the extent th ip each case, it 1s reguired by
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fa) law,

{b) employer—employee agreement,

'c) established policy that constitutes, in effect, an impl:ied
agreement on the crgamization's part, or

{d) circumstances of the particular employment.

{2) Costs of severance payments are divided into two categories &s
follows:

!a) Actuz) normal turnover severance payments shall be
aliocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasomnable in light of payments actually mede for normal
severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

{b) Zbnormal or mass severance pay 15 of such a conjectural
nature that measurement of costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation te participate, to the extent of
its fazir share, in any specific payment. Thus, allowability will be considered
on & case-by-case basis in the event or occurrence.

{c} Costs incurred in certain severance pay packages {commonly
known a5 "a golden parachute” payment) which are ipn an amount in excess of the
normal severance pay paid by the crganization to an employee upon termination of
employment and are paid to the emplovee contingent upon a change in management
control over, or ownership of, the crganization's assets zare unallowzble.

!d) Severance payments to foreign nationals employed by the
organization outside the United States, to the extent that the amount exceeds
the custcomary or prevailing practices for the organization in the United States
are unallowable, unliess they are necessary for the performance of Federezl
programs and approved by awarding agencies. )

{e) Severance payments to foreign nationals employved by the
Grganization outside the United States due to the termination of the foreign
naticnal zs @ result of the closing of, or curtailment of activities by, the
organization in that country, zre unallowable, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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Training COnns ee paragraph 40,
nm. Support of Salariss and wages.
i:; Charges ¢ awards fox salariszs and wages, whether trea
d nown5ns or indirect costs, will be based on documented payrolls ap

u o re DOWSLD‘Q official{s) of the scrganization. The dlSLIlbUEJOH 0f sala:
wages S0 awards must be supported by personnel activity reports, as pres
inosubparagraph {2), except when a substitute system has been approved 1

Ling by the zognizant agency. !See subparagraph E.2 of Attachment AL}

"Z: Reports rellecting tihe 4distribution of activity of esach smplioves
must be maintained for all staff members (professionals and nonprofessionais:
whose compensation is charged, in whole or ip part, directly to awards. In

add:tion, in order to suppert the allocation of indirect costs, such report
must also be maintained for other employees whose work involves two or more
functions or activities if & distribution of their compensation between such
funcrions or activities is needed in the determination of the organization's
indirect cost rate{(s) (e.g., an employee engaded part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
stsndards:

la) The reports must reflect an after-the-fact determination
of the actual activity of each employee. Budget estimates {i.e., estimates
determined before the services are performed) do not gualify as support for
charges to awards.

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

(¢} The reports must be signed by the individual emplioyee, or
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
represents a reascnable estimate of the actual work performed by the employee
during the periods covered by the reports.

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

(3} Charges for the salaries and wages of nonprofessiocnal emplovees,
in addition to the supperting documentation described in subparagraphs {1) and
{2), must also be supported by records indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLS2) (2% CFR Part 516). For this
pu*pose, the term "nonprofessional employee" shall have the same meaning as

"nongxempt employee,” under FLSA.

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

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




1G. Defense and presecution of criminel and civil proceedings, clzlim:, appesls
! iniringement.

ar

(1) Conviction, &s used nerein, means a judgment or z conviction of
criminal offense by any court of competent jurisdiction, whether entered upon
as a verdict or 2 plez, including a conviction due te a plea of nolo contendere.

o

{2) Cgsts include, but are not limited teo, administrative and
clerical exzpenses; the cost of legal services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organization to assist it; costs of employees, officers
and Trustees, and any similar costs incurred before, during, and after
commencement of a judicizl or administrative proceeding that bears a direct
relationship to the proceedings.

(3) Fraud, as used herein, means (i1} acts of fraud corruption or
attempts to defraud the Federzl Geovermment or to corrupt its agents, (11) acts
that constitute a cause for debarment or suspension (a5 specified in agency
regulations}, and {iii} acts which viclate the False Claims Act, 21 U.5.C.,
sections 3729-373%, or the Anti-Kickback Act, 41 U.S5.C., sections 51 and 54.

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

!5) Proceeding includes an investigation.

b. (1) Except as otherwise described herein, costs incurred ino
connection with any criminal, civil or administrative proceecing (including
filing of a false certification} commenced by the Federal Government, or a
State, local or foreign government, are not allowable 1f the proceeding: (1}
relates to a violation of, or failure to comply with, a Federal, State, locel or
foreign statute or regulation by the crganization {(including its =agents and
employees), and (2) resuits in any of the following dispositions:

(2) In a criminal preceeding, a2 conviction.
(b In a civil or administrative proceeding involwving an
allegation of fraud or similar misconduct, a determination of organizational

liability.

ic) In the case of zny civil or administrative proceeding, the
imposition of a monetary penalty. -

{¢) B final decision by an appropriate Federal cificial to
debar or suspend the organization, to rescind or wveid an award, or Lo terminzte
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defaulit by reascn of o vooiaTion oy faiiara K
2] f L: the aztion
~maiial nave joiTm , inl, ict or
¢/
2: 1f more Zhan one procseding involves the same alleged
miszonduct, the costs of all such proceedings shall be unallowable if any one of
cham rasusts in oone of the dispasitions shown in subparagraph b, (1),

roce referrad tg in subparagraph b is commenced by the

nt and is resolved by consent or cOMDYOMisSe pursuant o an
agreament en d into by the organization and the Faderal Government, then -he
cos5ts incurr by the organization in connection with such procsedings that are
otherwise not allowable under subparagraph b may be allowed to the extent
specificaily provided in such agreement.

-
Federal SGovernm

d. If a proceeding referred to in subparagraph b is commenced by a 3tate,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceedings, if such authorized ofificial
determines that the costs wers incurred as a result of (1) a specific term or
cendition of a fsderally-sponsored award, or (2) specific written direction of
an authorized ocificial of the sponscring agency.

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

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

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

(3) The costs are nct otherwise recovered from the ¥ederal
Government or a third party, either directly as a result of the proceeding oz
otherwise; and, )

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

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

are unallowable,

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

—
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& iz shall 20 e y e
or STion separately During the pendency of any p:o:eec;ng coveresd by
supperagrapns L and f, tne Federal Government shall generslly witnhoid peyment
of suzh costs However, if in the best interests cf the Fesdaral Governmant, ~he
Fegeral Government may provide for conditional payment upon provision of
adequate security, or other adeguate assurance, and agreements by the
crganization to repay ell unellowable costs, plus interest, if the costs eare
subseguently determined to be unallcwable.
11. Deprecizticon and use zllowances

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

b. The computation of use zllowances or depreciation shall be based on the
acquisition cost of the zssets invelved. The acgquisition cost of an asset
donated to the non-profit organization by a third party shall be its fair market
value at the time of the donation.

c. The computation of use allowances or depreciation will sxclude:
{1) The ccst of land:

{2) Eny portion of the cost of buildings and eguipment borme by or
donated by the Federz] Government irrespective of where title was originally
vested or where it presently resides; and

(3) Eny portion of the cost of buildings and eguipment contributed
by cr for the non-profit organization in satisfaction of a statuteory nmatching
requirement.

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

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

Depreciation methods cnce used shall not e changed unless approved in advance
by the coegnizant Federzl agency. When the depreciation method is introduced for
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#. ¥Whan Tne deprecist.on method is used for puildings, a building's shall
angrugated Irom szach building component (e.g7., plumbing system, heating,
condltioning system, etc.) and zach Item depraciated over its estimated
. Llife; or the entire building {i.z., “he shell and all componznts] may b=
traated as a single asset and depreciated over a single useful life.

f. When the depreciation method is used for a partizular class of assets,
no depreciation may be allowed on any such assets that, under subparagraph d,
would bhe viewsd as fully depreciated. Howewver, a reasonable uss allowance may
he negotiated for such assets 1f warranted after taking inte comsideration the
amount of depreciation previously charged to the Federal Gowvernment, the
estimated useful life remaining at time of negotiation, the eifect of any
increased maintenance charges or decreased efficiency due to age, and any other
factors pertinent to the viilization of the asset for the purpose contemplated.

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

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

etc.) cannot be segregated from the building's shell.

The two percent limitation, however, need not be applied to equipment which is

marely attached or fastened ¢0o the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purposes le.qg.,

dentist chairs and dental treatment units, counters, laboratory benches bolted

to the floor, dishwashers, modular furniture, carpeting, etc.}. Such eguipmant

will be considered as not being permanently fixed to the building if it can be

removed without the need for costly or extensive alterations or repairs to the

building or the equipment. Eguipment that meets these criteria will be subject

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

h. Charges for use allowances or depreciation must be supported by
adeguate property records and physical inventories must be taken at least once
every two yesars (a statistical sampling basis 1s acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
followed, adequate depraciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions.

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

b, Donated services received:
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!z) The aggregate value of the services is material;

{b} The services are supported by & significant amcunt cof the
indirect costs incurred by the non-profit organization; and

(¢) The direct cost activity is not pursued primarily for the
benefit of the Federal Government.

(3) In those instances where there is no basis for determining the
fair market value of the services rendered, the recipient and the cognizant
agency shzll negotiate an appropriate allocation of indirect cost to the
sSErvices.

(4) Where donated services directly benefit a project supported by
an award, the indirect costs allocated to the services will be concsidered as &z
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching reguirsments.

{5} The value of the donated services may be used to meet cost
sharing or matching reguirements under conditions described in Sec. .23 of
Circular E-~110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

c. Donated goods or space.

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

(2) The value of the denations may be used tc meet cost sharing or
matching share regquireéments under the conditions described in Circular A-110.
Where donztions are treated as indirect costs, indirect cost tates will separate
the value of the donations so that reimbursement will not be made.

13. Employee morale, bealth, and welfare costs.
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4, Entertailnment costs.  Costs of entertainment, including amusement,
divaersion, and scocial activities and any costs directly associated with such
eosts (such as tickets to shows o1 Sporzs evants, meals, lodging, rentels,
transportation, and gratuities) are unallowable.

L. Equipment ang other capital expenditures.

a. For purposes of this subparagraoch, the following definitions apply:

{1y "Capital Ezpenditures” means expenditures for the acquisizion
cost of capital assets (eguipment, buildings, land), or expenditures 1o make
improvements to capital assets that materially increase their value or uselful
life. Acgquisition cost means the cost of the asset including the cost to put it
in place. Acquisition cost for eguipment, for example, means the net invoice
price of the equipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. BAncillary charges, such as taxes, duty, protectiva in
transit Lnsurance, freight, and installation may be included in, or excluded
from the acgquisition cost in accordance with the non-profit organization's
ragular accounting practices.

(¢) "Equipment® means an article of nonexpendable, tangible perscnal
property having a useful life of more than one year and an acquisition cost
which equals or exceeds the lesser of the capitalization level established by
the non-profit organization for financial statement purposes, or $5000.

{2) "Special purpose eguipment” means equipment which is used only
for research, medical, scientific, or other technical activitiss. Examples of
special purpose equipment include micrcscopes, X-ray machines, surgical
instruments, and spectrometers. '

{4) "General purpose eguipment” means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office eguipment and furnishings, modular offices, telephone networks,
information technology eguipment and systems, air conditioning egquipment,

eproduction and printing equipment, and motor vehicles.

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

,
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~{5) Equpment and other capital expenditures sre unallcowazble as
indirect coste. However, see Attachment B, paragraph 11., Depreciation and use
zllowance, for rules on the allowability of use allowances or depreciation O
buildings, capital improvements, and eguipment. Also, see Attachment B,
paragraph 43., Rental costs of buildings and egquipment, for rules on the
allowability of rental costs for land, buildings, and eguipment.

{6) The unamortized porticn of any eguipment written cff as a result
of z change in capitalization levels may be reccvered by continuing to claim the
otherwise a2llowable use zllowances or depreciation on the eguipment, or by
amcrtizing the amount to be written off over a period of ysars negotiated with
the zognizant agency. :

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

17. TFund reising and investment management  costs.

a. Costs of crganized fund raising, including financial campaigns,
endowment drives, sclicitation of gifts and beguests, and similar expenses
incurred solelv to raise capital or obtain contributions are unallowable.

L. Costs of investment counsel and staff and similer expenses incurred
solely to enhance income from investments are unallowable.

c. Fund razising and investment activities shall be allocated an
zppropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attachment 2.

18. Gains and losses on depreciable assets.
a. (1) Gains and losses on sale, retirement, or other disposition of

depreciabie property shzll be included in the year in which they occur as
credits or charges to cost grouping(s) in which the depreciztion applicable to
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'2) A 1loss resulss from the failure to maintain permissible

insurance, sxcept a3 olherwise provided in Attachment B, pavagraph 22.

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

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

b. Gains or losses of any nature arising from the sale or exchange of
property other than the property covered in subparagraph a shall be excluded in
computing award costs.

19. Goods or services for parsonal use. Losts of goods or services
personal use of the organization's employezes are unallowable ragardle
whether the cost is reported as taxable income to the employees,

for
sz of

20. Housing and personal living expenses.

%, Costs of housing {e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and personal living expenses for/o:f
the crganization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costs to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencles.

b, The term "officers™ includes current and past officers and employees.

21. 1Idle facilities and idle capacity.

a. Bs used in this section the following terms have the meanings set forth
below:

(1) "Facilities"™ means land and buildings or any portion thereof,
equipment indivigduzlly or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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{4; “"Cost of i1die facilities or idle capaclty" means costs such as
malntenance, Irepair, noucung, rent, and other related COSTS, &.g&., LOsurance,
interest, property tex and depreciatiocn or use zallowances.

5. The costs of idle facilities are ungllowable except to the extent that:
{1} They are necessary tc meet fluctuatiens in workload; or

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

¢. The costs of idle capacity are normal costs of doing business and are =
factor in the normal fluctuations of usage or indirect cost rates from period tc
period. Such costs are allowable, provided that the capacity is reascnably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accordance with scund business, econcomic, or security practices.
Widespread idle capacity throughout an entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

22. Insurance and indemnification.

a. Insurance includes insurance which the organization i1s reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs B.g and B.1i(2})}.

{1) Costs of insurance regulred oI approved and maxntained,
pursuant to the award are allowable.

(2) Costs of other. insurance maintained by the organization in
connection with the gensral conduct of its operations are allowable subject e
the following limitations:

{2) Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be rezsonable under the
circumstances.
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() Tests of insurance on the lives of trustees, offizers, or
nther smployees holding positions of similar responsibilities are allowable only
o the extent that the insurance represents additional compensation (sees
subparagraph 8.g{4j;. The cost of such insurance when the organization 1is

identif:2d as the beneficiary is unallowable.

_ () Insurance against defects. Costs of insurance wit
respect to any costs incurred to correct defects in the organization's materials
or workmanship are unallowable.

{g) Medical liability (malpractice} insurance. Medical
liability insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs invelve human subjects or training
of participants in research technigues. Medical liability insurance cgsts shall
be treated as a direct cost and shall be assigned to individual projects based
cn the manner in which the insurer allocates the risk to the population covered
py the insurance.

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

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

(b} Minor losses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ecrdinary course of
operations, are allowable.

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

23. Interest.

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use ¢f the non-prefit organization’s own funds, however
represented, are unallowable. However, interest on debt incurred after

September 29, 1995 to acquire or replace capital assets (including
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acility should include, at a minimum, the fcllowing:

atement of purpose and justificatiorn for faciility

b} B statement as to wny current facilities are neot adeguate
ic) B statement of planned future use of the facility

(d) 2 descripticn of the financing agreement to De arranged

for the facilifty

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

{f} A schedule of planned cccupancy dates

{2) For facilities costing over $500,000, the non-profit .
organization prepares, prior to the acquisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular A-110, which shows that a financed purchase or capital
lease is less costly Lo the organization than other leasing alternatives, on a
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipated interest rates and should be mno higher than the fair
market rate aveilable to the non-profit organization from an unrelated ("arm's
length") third-party. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of Doth
zlternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs {including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase opticn, operating
and maintemance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished. over the period definsd
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organization directly or &s part of the lease
arrangement.
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(51 Reimbursaments are limited to t£he ieast costly alternative besed
or the total cost analysis required under subparagraph (bj. For example, 17 an
opevating ieasz 1s determined to be less costly than purchasing through debt
finanzing, then reimbursement i1s limited to the amount determined if leasing had
been used. In all cases where a lease/purchase analysis is performed, Federal

reimbursement shalil bhe based upon the least expensive alisrnative.

{6; Nom-profit organizations are also subject to the following
cunditions:

{a} Interest on debt incurred to finance or refinance assets
acguired hefore or reacquired after September 29, 1995, is not allowable.

[b) Interest attributable to fully depreciated assets is
unallowable.

(c) For debt arrangements over $1 million, unless the non-
profit organization makes an initial eguity contributicn to the asset purchase
of 2% percent or more, non-profit organizations shall redute claims for interest
expense by an amount sgual to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit corganizations shall
prepare # cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
{usually 12) that the building is in service for monthly amounts. OQutflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall ke
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

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

{e) The allowable costs to acquire facilities and equipment
are limited to a fair market value available to the non-prefit organization from
an unrelated ("arm's length") third party.
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(1) Fe-acguired zsseis= means asssts held by the non-profit
organization pricr to September 29, 1995 thet have again come to be held by
the crganization, whether through repurchase or refinancing. It does not include
zesetrs acquired to replace clder assets.

{2) Initial egquity contribution means the amount or value of
contributicons made by non-profit organizations for the acquisition of the zsset
or priocr to occupancy of facilities.

(3} Bhsset costs means the capitelizable costs of an zsset, including
construction costs, acquisition costs, and other such costs capitzlized in
accordance with GAAP.

24, Labor relations costs. Costs incurred in mazintaining satisfactory
relations between the organization and its employees, including costs cof labor
management committess, employee publications, and other related activities are
z1llowabl

allowable.

25, Lobbying.

a. Notwithstanding other provisions of this Circular, costs associated
with the following azctivities are unailowable:

{1} Attempts to influence the ovrtcomes of any Faderzl, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsemsnts, publicity, or similar activity:;

{2) Establishing, administering, contributing to, or paying the .
expenses of a political party, campaign, pclitical action committee, or other
organization established for the purpose of influencing the cutcomes of
elections;

{3) &ny attempt to influence: (i) The introduction of Federzl or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or employee of the
Congress or State legislature (including efforts to influence State or local
oificlials to engage in similar lobbying activity), or with any Government
official or employee in connectionm with a decision to sign or veto enrolled
legisletion; ' '

4] Bny attempt to influence: (i} The introduction of Federal or
ion; or (il) the enactment or modification cf any pending Federal
lat:on by preparing, distributing or using publicity or

=
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. The following activicies are excepted from the covzrage of
subparagraph a:

"33 Providing a technical and factual pressntation of informatiarn -on
a toplc directly related to the performance of a grant, contract or other
agreement through hearing testimony, statements or letters to the Congress or a
State legislature, or subdivision, member, or cognizant staff member thereof, in
response to a documented request {including a Tongressional Record notica
requesting testimony -or statements for the record at a regularly scheduisd
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant steff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
to wffer testimony at a regularly scheduled Congressicnal hearing pursuant to a
written request for such presentaticn made by the Chairman or Ranking Minority
Member of the Committee cor Subcommittee conducting such hearing.

{2) Any lobbying made unallowable Dy subparagraph a(3} to influence
State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization's autherity to perform the grant, contract, or
other agresement.

{3} Any activity specifically authorized by statute to be undertalan
with funds from the grant, contract, or other agreement.

c. {1} When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be separately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures cf subparagraph B.3 of Attachment 2.

{2} Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the reguirements and standards of this
paragraph have been complied with.

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

{4} Time logs, calendars, or similar records shall not be required
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying {as defined
in subparagraphs {(a) and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and (2} within the preceding
five-year period, the organization has not materially misstated allowable oxr
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records
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26. Losses on other sponsored agreements or contracts. Any excess of CosStTs
over income On any award is unallowable as a cost of any other award. This
includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements oI any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Maintenance and repzir costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment {including Federal property unless
otherwise provided for) which neither add to the permanent value of the property
nor apprzciably prolomg its intended life, but keep it in an efficient operating
condition, are alleowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or apprecizbly prolong their
intended life shall be treated as capital expenditures (see paragraph 15}.

28. Materizls and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts necessary
to carry out a Federal award are allowable.

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

¢. Only materials and supplies actually used for the performance cf a
Federal award may be charged as direct costs.

d. Where federally-donated or furnished materials are used in periorming
the Federzl award, such materials will be used without charge.
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Memberships, suoscriptionsg, and professiconal activity costs.

4. Coscs of the neon-profit organizetion’s membe
technizal, and professional organizations are allowab

b. CTosts of the non-profit organicaticon’s subscriptions to businzss,
profzssional, and technical periodicals are allowable.

=. Costs of membership in any civic or community organication are
allowable with prior approval by FPederal cognizant agency.

d. Costs of membership in any_cduntry club or social cr dining club er
organization are unallowable.

31. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organization, in connection with establishment or recrganization of an
organization, are unallowable except with prior approval of the awarding agency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowable as a necessary part of research costs, where:

a. The research papers report work supported by the Federal Government;
and

b. The charges are levied impartially on all research papers published by
thz journal, whether or not by federally-sponsored authors.

33. Participant support costs. Participant support costs are direct costs for
items such as stipends or subsistence allowances, travel allowances, and
registration fees paid to or on behalf of participants or traineses {but not
employees) in connection with meetings, conferences, symposia, or training
prejects. These costs are allowable with the prior approval of the awarding
agency.

34, Patent costs.

a. The following costs relating to patent -and copyright matters are
allowable: {1) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent
cosfLs in. connection with the filing and prosecution of a United States patent
application where title or royalty-free license is reguired by the Federal
Government tc be conveyed te the Federal Government; and (iii} general
counseling services relating to patent and copyright matters, such as advice an
patent and copyright laws, requlations, clauses, and employee agreements (but

42 .
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and copyrights).
35, Plant and nomeland security coosts. Necesgsary and reasonable ezpenses
incurred for routine and homeland security to protect facilities, perscnnel, and

work products are allowable. Such costs include, but are not limited to, wa

and uniforme of personnel engaged in security activities; eguipment; barriers;
contractual security services; consultants; etc. Capitel expenditures for
homeland and plant security purposes are subject to paragraph 15., Equipment and
othar capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred pricr to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs zre necessary Lo comply with the
proposed delivery schedule or period of performance. Such costs are allowable
enly to the extent that they would have besn allowable if incurred after the
date of the award and only with the written approval of the awarding agsncy.

37. Prcfessional services costs.

a. Costs of profeszsional and consultant services rendered by persons who
are members of a particular profession or possess a special zkill, and who are
not officers or employees of the non-profit organization, are allowable, subject
tc subparagraphs b and ¢ when reasonarle in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Govermment.
In addition, legal and related servizes are limited under Attachment E,
paragraph 10.

b. In determining the allowability of costs in a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

{1) The nature and scope of the service rendered in relation to the
service reguired, '

(2} “The necessity of contracting for the serv1fe, con51der1ng the
norn-profit organization's capability in the particular area.

t3) The past pattern of such costs, particularly in the vears prior
to Federsl awards.
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{87 Adequacy of the contractual agreznent for the service le.g.,
descriptior of the service, sstimate of time reguired, rate of compensation, and
termination provisions).

. c. Ip addition to the factors in subparagraph b, ratainer fees to be
allowable must be supported by evidence of bona fide services available or
rendered

38. Publication and printing costs.

a. Publication costs include the costs cof printing {including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs also include page charges in professional
publications. '

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs to all bemefiting activities of the
non~profit organization.

c. Page charges for professional journal publications are allowable as a
necessary part of research costs whers:

{1} The research papers report work supported by the Federal
Government: and

(2) The charges are levied impartially on all research papers
published by the journal, whether or not by federally~sponscred authors.

39. Rearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval cof the awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition

existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable. ' :
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£. Subject o SUDpEragrapns b, <, and &, anc provided that ThNE file o
Trhe £taff recruited and meintained is in keeping with worrloal regulryements,
soste of "nelp wanted” advertising, operating costs of an employment office’
netessary 14 SeCure and mEinteln an adequate steff, zZosts of operaTing an
TlTud educstional tesTting program, Lravel costs o emplovess whols
gaged i I ing personnel, traveld costs of appliicants for interviews for
prospective employment, ang relocatlion costs incurred incldent to recruitment of
new employees, ere allowable to The sutent that such costs are incurred pursuant
o a well-managed recruitment program. Where the crganization uses employment
agencies, costs that zre not in excess of standerd commerciel rates for such
services are zllowable.
b. In publications, costs of help wanted adverticing that includes color,

includes advertising meterizl for other than recruitment purpceses, or is
excessive in size (taking into consideration recruitment purposes for which
intended and normal corganizatiocnal practices in this respect), are unzllowable.

c. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary zllowances incurred to attract professional personnel from other
crganizations that do not meet the test of reascnableness or dec not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment cf a naw
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his contrcl within twelve
months after being hired, the organization will be required to refund or credit
such relocaticn ceosts to the Federal Government.

42. Relocation costs.

a. Relocatlon costs are costs incident to the permanent change of duty
aszignment (for an indefinite pericd or for a stated period of not less than 12
months) of an existing employsze or upon recruitment of a new employee.
Relocation costs are allowable, subject to the limitation described in
subparagrapns b, ¢, and d, provided that:

{1) The move is for the benefit of the employer.

(2} Reimbursement to the employee is in accordance with an
established written policy consistently followed by the employer.

{3} The reimbursement does not exceed the employee's actual (or
reascnably estimated) expenses.

L. Allowable relocation costs for current employees are limited to the
following: ' ' .

{1) The costs cf transportation of the employee, members of his
immediate family and his housshold, and personal effects to the new location.

™
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noideni T the zition ¢f the empioysze's former home. Tnes- costs, together
with Thn3ze ﬂnSyrlDDJ ;n 4y, are limited te B percent of the sales price i ths

amployes's fgrmer home.

ownership of the vacant former home

(4, The continuing cests of
afzer the Settlemeﬂt or lease date of the smployse's new permanant home, suth zs
maintenance of buildings and grounds [exclusive of faxing up expenses),
utilities, taxes, and pProperty insurance.

t5} Other necessary and reasonable expenses normally incident to
reloczation, such as the zosts of canceling an unexpired lease, disconnecting and
reinstalling household appliances, and purchasing insurance against loss of or
damaqes to parsconal property. The cost of canceling an uneXpired lease is
limited to three times the monthly rental. ‘

¢. Allowable relocation costs for new smployees are limited to those
described in (1} and {2} of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been allowed éither zas a
direct or indirect cost and the employse resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. Howsver, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependsnts arzs
not permitted at the location for any reason and the costs do not include costs
of transporting housshold goods.

d. The following costs related teo relocation are unallowable:
{l; Fees and other costs associated with acquiring a new homes.
(Z) A loss on the sale of a former home.

{3) Continuing mortgage principal and interest payments on a home
peing sold.

{4) Income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

a. Subject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the ar=a; alternatives available; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine 1f circumstances have changed and
other options are available.

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization
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z. Rentel costs under “Iess-than-erms-lendth" lezses
oo othie amount fes erxplélned Ln subperagraph . ol This pe
pe zilowed had Titie LC The Lroperty vested 1L The NON-EXCIZT crgaln
Thie purpocse, & lesSé-thnan-arme-iengtl: leaSe LS ONe unaer whicl one zerty o Lhe
lease agreement is able o control or substantially influence the actions of The
oTher . Such leases include, but are not limited to thuse betwesr (1) divisions
ol & non-profit organizataich; {i:) Lon-prolil Crganziailons under COMmOI: ZOnRtrol
tnrough common officers, directors, or members;.and (iii) & non-prof-t
organization and & directoer, trustees, officer, or key employvee of the non-profit
crganization or his immediate family, eitner directly or through corporations,
trusts, or similar arrangements in which they heold & controlliing Interest. For
erxample, @ non-profit organizaticn may establish & separate corporation for the

s50le purpose of owning property and leasing it back t¢ the non-preif:it
organization.

d. Rentzl costs under leases which are required to be trezted zs capital
leases under GAARP are zllowable cnly up to the amount (as explained in
subparagraph b} that would be zllowed had the non~profit organizatiomn purchased
the property on the date the lease agreement was executsd. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are azllowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-preofit
organization purchased the facility.

44. TRoyalties and other costs for use of patents and copyrights.

a. Royalties on a patent or copyright or amortization of the cost of
acquiring by purchase a copyright, patent, or rights thereto, necaessary for the
proper periormance of the award are allowable unless:

{1) The Federal Government has a license or the right to free use of
the patent or copyright.

{2} The patent or copyright has been adjudicated tc be invalid, or
hzs been administratively determined te be invalid.

{3} The patent or copyright is conside:éd to be unenforceable.

{4) The patent or copyright is expired.

b. Special care should be exercised in.détermining reazscnableness where
the royalties may have arrived at as & result of less-than-arm's-length
bargaining, e.qg.: '

{1) Poyalties paid to persons, including corporaticns, affiliated
with the nen-prefit organization. '

{2) Royzlties paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that a Federal award would be
made.
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they are necessary for Lh f

Tederal programs.
1¢. Speclalized service facilities.

a. The costs of services provided by highly complex or specialized
fazilities operated by the non-profif organization, such as computers, wind
tunnels, and reacrors are allowable, provided the charges for the services meet
the conditions of zither 46 b. or c. and, in addition, take invoc account any
items of income or Federal financing that gualify as applicable credits under
httachment A, subparagraph A.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodology that (i) does not discriminate
against federally-supported activities of the non-proiit organization, including
usage by the non-profit organizaticn for internal purposes, and (i1} is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied costs of the previous period(s}

c. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary cilircumstances, where it is in the best
interest of the Federal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked out with the cognizant
Faderal agency. ‘

47. Taxes.

a. 1In general, taxes which the organization is reqguired to pay.and which
are pald or accrued in accordance with GAARP, and payments made to local
governments in lieu of tazes which are commensurate with the local government
services received ars allowable, except for (1) taxes from which exemptions are
available to the organization directly or which are available to the
organization based on en exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, [ii) special asszssments on land which represent capital
improvements, and {iii) Federal income taxes.

b, PAny refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the rederal Government.
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agency should consider the non-profit
crganization's plans and orders for current and scheduled activirty.
Contemporaneous purchases of common items by the non-profit crganization shall
be regarded as evidence that such irems are reasonably usable on the non-profit
organization's other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
rezsonable guantitative requirements of other work.

b. If in a particular case, despite all reasonable sfforts by the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of terminatiorn, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination due tc the negligent or willful failure of the non-profit
organizaticn to discontinue such costs shall be unzllowable.

2. Loss of useful velue of special tooling, machinery, and is generally
allowable if:

(1) Such special tooling, specizl machinery, or eguipment is not
reasonably capable of use in the other work of the non-profit organization,

{Z) The interest of the Federal Government is protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

(3) The loss of useful value for any one terminated Federal award is
limited to that portion of the acquisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
special tooling, special machinery, or equipment was acquired.

d. Rentel costs under unexpiréd leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual wvalue of such leases, if:

(1} the amount of such rental claimed does not exceed the reasonable
use value of the propserty leazsed for the period of the Federal award and such
further period as msy be reasonable, and

(2; the non-profit organization makes 211 reasonaple efforts to
terminate, zssign, settle, or otherwise reduce the cost of such lease. There

zlsc may be included the cest of alterations of such lezsed property, provided

P
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(b} The termination and settlement of subawards.

12) Reasonable costs for the storage, transportation, protection,
and disposition of property provided by the Federal Government or acguired or
produced for the Federal award, except when grantees or contractors ars
reimbursed for disposals at a predetermined amount in accordance with Subparts
__-32 through __ .37 of Circular A-110.

(3} Indirect costs related to salaries and wages incurred as
sectlement expenses in subparagraphs (1) and {2). Normally, such indirect costs
shail be limited to fringe benefits, occupancy ceost, and immediate supervision.

f. Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

An appropriate share of the non-profit organization's indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense s¢ allocated shall
exclude the same and similar costs claimed directly or indirectly as settlement
expanses,

49, Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocatiomal effectiveness of employess, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program 1s conductied by the organization;
or (ii) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

b, Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reascnably be expected to work, zand are
limited to:

(1) Training materials.

(2) Textbooks
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c. Costs of tuition, fees, Treining materials, and textbooks (but not
subsistence, salary, or any other emcluments) in connection with full-time
education, including that provided at the organization's own facilities, at a
post-graduste (but not undergraduate) college level, are allowable only when the
course or degree pursued i1s related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval cf the awarding agency. Such costs are limited to the costs
artributable to a total period not to exceed one school year for sach employee
so trained. In unusunal cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the efifectiveness oi
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

e. Mzintenance expense, and normal depreciation or fair rental, oun
facilities owned or leased by the organization for training purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations to educational or training 1lnstitutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and educaticn costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be zllowed with prior approval of the awarding
agency. To be considered for approvel, the organizetion must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued i1s relative to the
field in which the =mplcovee is now working or may reasonably be expected to
work.

50. Treansportation costs. Transportation costs include freight, express
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items involived, they may be directly charged as transportation costs cr
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a. General. Travel costs are the sxpenses for transporiation, lodging,

supsistence, and related items incurred by employees who are in travzl siatus on
official husiness cf the non-proiit organization. Such costs may be charged on

an actuai cost basis, on a per diem or mileage pasis in lisuv of actual zosts
incurred, or on a combination of the two, provided the methed used is applied to
an eptire trip and not to .selected days of the trip, and results in charges
consistent with those normally allowed in like circumstances in “he non-profit
organization’s non-federally-sporsored activities.

b. Lodging and subsistence: Costs incurred by employees and officers for
travel, including cests of lodging, other subsistence, and incidental expanses,
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular cperaticons as the result of the non-profit organization’s writien travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code {“Travel and Subsistence Expenses;
Mileage Allowances®™), or by the Administrator of General Services, or by the
President {(or his or hsr designee) pursuant toc any provisions of such subchapter
shall apply to travel under Federal awards {48 CFR 31.205-46fa)).

c. Commercial air travel.

{1) Airfare costs in excess of the customary standard commercial
airfare {coach or equivalent), Federal Government contract airiare {whers
authorized and available), or the lowsest commercial discount airfare are
unallowable except when such accommedations would: (a) reguire circuitous
routing; {b) require travel during unreasonable hours; (c) ezcessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or (e) offer accommodations not reasonably adequate for the traveler’s
medical needs. The non-profit organization must justify and document thess
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2) Unless a pattern of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-preiit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organlbatlon s overall practics
to make routine use of such airfare.

d. Air travel by oti.er than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] ¢., is unallowable.

. — s Y
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NORN-PREOETT ORSANTSATTONS MOT 5UBJEST TO THIS CIRCULAR
Advance Tachnology Institute fATIH,

Aerospace Corporatiocn, Bl Segundo, CTalll

American Institutes of Researcn (BIR), Weshington D.C.
Ergonne Me-ional Laboratory, CThizago, Illinols
Atomiz Casualny Commission, Washingtorn, D.T.

Bac“ells Mamoria) Inscitute, Hsadguarzered in ZTolumbuis, Dhilo

Brookhaven National Laboratory, Upton, New York

Charles Stark Draper Laboratory, Incorporated, Cambridge, Massachuset

5
CNA Corporagion (CNBRCY, 2lexandria, Virginia
Environmental Institute of Michigan, Ann &rbor, Michigan

Georgia Institute of Technology/Georgia Tech Applied Research Corporation/
Georgia Tech Research Institute, Atlanta, Georgla

Hanford Environmental Bealth Foundation, Pichland, Washington

IIT Rescarch Institute, Chicago, Illinocis

Institute of Gas Technology, Thicage, Illinols

Institute for Defense Analysis, Alexandria, Virginia

MI, Mclean, Virginia

Mitre Corporation, Bedford, Massachusettis

Mitretek Systems, Inc., Falls Church, Virginia

National Radiological_hstronomy Observatory, Green Bank, West Virginia
National Renewable Energy Laboratory, Golden, Colorado

Qak Ridge Associated Universities, Oak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Reszarch Triangle Institute, Research Triangle Park, North Cafolina
Riverside Research Institute, New York, New York

Seuth Carolina Research Authority (SCRA}, Charleston, South Carolina
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LLIMInGLEln, Alalals
LovTnwest Lhesearzn lnstitute, Lar Antoric, Taxecs

Urbar Instizute, Washington L.C.

Non-profit imsurance companies, such as Blue C

+

O

tn

5 and Elue Shield CQrgarizations

Cther nen-profit organizations z& negotiated with awarding ageucies

n
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ion and SuDEfsess on. This Circular rescinds Circular A-128,

te and Local Governments, " issued April 12, 19E5, and supersedes
r A-123, "Audits of Institutions of Higher Education znd
nstitutions," issu=d April 2z, 199%6. For effective dates,

Hon Wi
c
Ot
. o

v. Ercept as provided herein, the standards set forth in this

be applied by 21l Federal agencies. I1f any statute

rescribes policies or specific reguirements that differ from zhe
ded nerein, the provisions of the subseguent statute snzll

éd b
i-‘ H

Federal agencies shall apply the provisions of the secticons of this
Circuler to non-Fedsral entities, whether they are recipients expending
Federal awards received directly from Federal awarding agenciss, or are
subrecipients expending Federzl awards received from a pass-through emticy (=
recipient or another subrecidisnt).

This Circular doess not apply to non-U.S. based entities expending
Federal awards received either dirsctly as a recipient or indirectly zs &
subrecipient.

5. Definirions. The definitions of key terms used in this Circular zare
contained in § .105 in the Attachment to this Circular.

€. Eeguired Action. The specific requiremsnts nnd lesDonclbllltles of
Federal agencies and mon-Federzl entities are set forth in the Attachment to
this Circular. Federsl agencies

making awards to non-Fedsral entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
Section 10 (below!, unless different provisions are reguired by Federal
statute or are approved by the 0ffice of Management and Budget (OME).

7. OMB Pesponsibilities. OMB will review Federal agency regulations and
implementation of this Circular, and will provide interpretztions of policy
reguirements and assistance to ensure uniform, effective and eificient
implamentation .

B. Information Contact . TFurther information concerning Circular 2-1323 may
be.cbteained by contacting the Financizl Standards and Reporting Branch, Office
of Federazl Financial Management, Office of Management and Budget, Washingtom,

DC 20503, telephbqe,(zDQJ ’95 3983 ' '

-
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. peview Date . Tris Tiroular will have & Dolicy review tnrec s

the date DI lssuance.

0. Efifective Dates. The stapndards sgt forth in §_ .2400 of the Rttachmen:
o Tals Circular, which appliv directly to Faderal agencies, shall be effertive
July 1, 1936, and shail appiy to audits of fiszal vears begimning al-zxy Juns
30, 1996, except as otharwise specified in §_ . 400(a)

The standards set forth in this Circular that Federal agencies shall
apnly -0 non-Fedzral entitiszs shall be adopted by Federzal agencies in codilflied
regulations not later than 60 days after publication of this final revision
in zhe Federal Register, so that they will apply to audits of fiscal years

the

Atcachment applies to audits of fiscal years beginning after June 30, 1998.
The requirements of Circular A-128, although the Circular is regcinded, and
the 1290 version of Circular A-133 remain in effect for auvdits of fiscal years
beginning on or bkefore June 30, 199%6.

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. Smythe
Acting Director
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Subpart L--Genersl
§ .100 Purpose.

scandards
~he audit

r-Faderal entity that expends Fedeval awards which

Auditoy m=ans an auditor, that is a public accountant or a Federal,
Staze or local government audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GRGEASY . The term auditor does not incliude internal avditors of nen-profit
organizatijions.

hudit finding means deficiencies which the auditeor is reguired by
§ .510(a) to report in the schedule o2f findings and guestioned costs.

CFDA number means the number assigned to a Federal program in the
Catalog of Federal Domestic Assistance (CFDA}.

Cluster of programg means a grouping of closely related programs that
share common compliance raguirements. The types of clusters of programs are
research and desvelopment (R&D), student financial aid (SFA), and other
clusters. *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 ite 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 §_  .400(d) (1) and §__ .400(d}{2), respectively. A cluster of programs
shall be consgidered as one program for determining major programs, as
described in §___.520, and, with the exception of R&D as described in
§ .200{c)., whether a program-specific audit may be elected.

Cognizant agencv for audit means the Federal agency designated to carry
out the responsibilities described in § .400 (a) .

Cowmpliance supplement refers to the Circular A-133 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents as
OME or its designee may issue to replace it. This document is available from
the Govermment 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 same meaning as the term agency in S=ction 551(1}
of title &, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Faderal entities receive directly from
Pederal awarding agencies or indirsctly from pass-through entities. It doe=s
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Ainc aqgencv meang The Federal asgency thet provides an award
CiLient ’ :

Federa. f-rnapnc.al ascistance means aSsisrance that non-Federa! ept .ries
receive or admiriscer  in the form of grants, loans, lcan JUaYENnLess, Property
{inciuding donated surplus property), cooperative agreements, InLerest
subsidies, insurance, food commodities, direct appropriations, and ether
zseistance, but does not include amounts received as reimbursement for
services rendered to individuels as described in § L20E () and € LZDE (L) .

Federzl] progqram Means:

{1 211 Federal awards to a non-Federalentity assigned & single
number in the CFDE. : o .

{2} Whan no CFDE number is assigned,. all Federal awards from rhe =ame
agency made for the same purpose should be combined and considersd one
program.

{3) Notwithstanding paragraphs (1) and {2) of this definition, a
cluster-of programe. The types of clusters cf programs are:

(i) .Research and develcpment (R&D);
{ii) Student. financial zid (SFR); -and
{i1i} "Other clusters," zs described in the definition of cluster

of p*Dgrams in this section.

FAGAS weans general‘y acceptad govprnmen* audﬂtlnu 5t andafds 1ssued Dy
the Comptroller Géneral of the United States’ which are aDp71cab1e £o
financial audits. : .

Generallv accepted accounting primciples has the meaning é@écified in
generzlly accepted auditing standards 1ssued by the Ame*lfan Tnstlhute of
Certified Pfublic Accountants (LTCPA), .

Indian tribe means any Indian tribe, band, nation, or ‘bther organized
group or community, including any 2laskan Native village or regiomal or
village corporation’ {as deflned in, or establlshed under, the Blaskan Native
Claims Settlement Act) that 1s pcognlzed by the United States as eligible for
the special programs and services p*ov1ded by ‘the United Szates to Indians
because of their status as Indians-

Anterpel. contrcl MEeEns a DYOCESE,. & facted by an entity's management and
other personnel, designed to prov1de reasorable assurance rega?dlng the
achwevemcnt of ObjECth”S in the followlng categor¢es.. - )

(13 ELfeCElVEﬁEES and efflcwency of g
(2} Reliability of financial Ceporting; dnd”
{3y~ Compliance with applicable laws and regulations.

Iﬁte al control pertaining to the comnl-ance reguirements for Federzl
orograms (Internzl control ove:ﬂFede*‘l pvograms) means & p*ocess-~e fected by
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an =nt.oTy': management and otner personnel--aesigned 1o Drovlde rsasonan.s
azfurance regarding the achievement of tne Igilowing objectives for Federal

Drograms :
1 Transactions are properly recorded and aczounted for Zo:
{1} Permit :the preparation of reliable finaneiai stazements and
Faderal raporis;
fii1) Maintainm acecountability over assets; and

(i11) Demonstirate compliance with laws, regulations, and other
COMp. Lante reguirements;

(2) Transactions are executed in compliance with:

(i) Laws, ragulations, and the provisions of contracts or grant
agreements that could have a direct and matzrial effect on a Federal program;
and

{ii) Any o her laws and regulations that are identified in the
zompliance supplement; and

(3) Funds, prop=srty, and other asssts are safequarded against loss
from unauthorized use or disposition.

Loan means a Federal loan or loan guarantee received or administersd by
& non-Federal entity.

Logal ggvernment means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parigh, lozal
public authority, special district, school district, intrastate distric:t,
council of governments, and any other instrumentality of local governmentc.

Maior program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program idsntified as a major
program by a Federal agency or pass-through entity . in accordance with
] 215 (e} .

Management decision 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
organization. '

Non-profit orgsanization means:

(1) any corporation, trust, association, cooperative, or other
organization that: .

(1) Is operated primarily for scientifie, educational, service,
charitable, or similar purposes in the public interest;

(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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OME mezns Lnse Executzve DEficze of the

zndé Budget.

Dversignt sgency for audit means rhe

Federel awardl v that
provides the DT:Qdm nant amount of direcr funding to &z re not asgigned
& cogrnizant agency for azudit. Whern there ie no direct fu: ne Federal
agency witkh the D,euom_nant indirect funding shail azssume rsight
resp i ] itieg. The duties of the ovexrsight agency foz re desgribed
in § 400 (D) . )

Effective Juiy 24, 2003, the following is added to this definition:
z Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantizl funding and agress to

be the oversight agsncy for audit. Within 20 days after any
rezssignment, both the old and the new oversight agency for audit shall
notify the auditee, and, if known, the audl or of the rezsgignment "

Pzzs-throudl entifVv means & non-Federzl entity that provides & Federsl
award To & sUbrefipient to carry out & Federal -program. '

Procramfspec1f ugit means anh audit of one Federel program as provided
q : - B

cC & e
for in §  .200(e) and §__ _.235.

Ouestioned cost means a2 cost that is guestioned by the auditor because
cf an audit finding: - o

11 Which resulted from a viclation or possible viclaticn of a
provision of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal fund ., incliding: -

funds used to match Federal funds; ) T

(2) Wnere the.ccsts, at thertime:of the:auditr*afe=n@ﬁf$uppo;ted by
adeguate ddcumentdtion; or ’ ST e R e TR T

(3) Where the cocsts 1ncurred appear unreascnabTe and do- not eflect
the actions a prudent person would take in the circumstances.

Recigient means & Non- Federal Dntlty thqt eypends Federal-awaxds
received directly from a Federgzl awardlng agency to cﬁrry cut ar Fede*al
program. :

Resezrch and development {(R&D) means all resezrch activities, both basic
and' applied, and z2ll: ‘development activities that are performed by a non-
Federal ‘entity. . Resesrch is definéd as asystématic -study directed toward’

fuller scientific:knowledge or understandlng of the subject stadied... The term
researchi alsv includes activities 1nvolv:Lng the tralnlng “of lndlv1duals in
research technigues where .such aCtJVltlES utlllze the' same fadilities as othsr
resedrch ang develbpment activities aﬁd where such activities are not. included
~in - the instruction functicn. Develonment RN the ‘systematic use ‘of Pnowledge
and understidnding gained from researc irected toward the production.of .
usefvl materials, devices,: sysiems.. thods,  including dedign’and: -« ..+
development of prototypes and’ processes. . " R A SR

i

51ng1e aud1t means an aud
Tatements and the Federal awards as

~- -State means any. State of the United States, the Distriet of Columbia,
the Commdnwealfhrnﬁ,PpeIthEiCOL the Virgin Islands, Guam, American Samoa, the
Commonwealth. of the Nortihern M ana Isiands, and the Trust Territory of the
L R : e o .
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Studeny Tapancial id (3FA) incluades Those programs of general student
‘.3lance, such as those suthorized by Titlie IV of the Eigher Educaztion Azt
1365, as amended, {20 9.3.C. 1070 2t s=d.) which is administered by the
Jepartment of Sducation, and similar programs provided by other ¥Faderal
agencies., It does not inglude programs whicn provide fellowships or similar
"aneral awards o students on oa compeTlitive baesis, or Jor speciflied studiss or

searsh.,

Supracipient means a non-Federal entity that expends Federal awards
reczived from a pass-through entity to carry out a Federal program, but does
not include an individual that is a beneficiary of such a program. A
subrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing hetween a subrecipient
an¢ a vendor is provided in § _ .210.

Types of compliance reguirements refers to the types of compliance
regquirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; =ligibility.; matching, level of effort, earmarking; and,
reporting. -

Vendor meazns a dealer, distributor, merchant, or other seller providing
goods or services that are reguired for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
between a subrecipient and a vendor is provided in § _ . 210,

Subpart B—--Audits
& .200 hudit requirements,

{a) dudit reguired. 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 singlz or preogram-specific audit conducted for
that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in §___ .205.

(b} Single audit. MWon-Federal entities that expend $300,000 (sS500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall have a single awdit conducted in accordance with § .500 except
whent they elect to have a program-specific audit conducted in accordance with
paragraph {(c) of this section.

{c) Program-specific audit election. When an auditee expends Federal
awards under only one Federal program -(excluding R&D}) and the Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §  .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

{d) Exemption when Federal awards expended are legs than $300,000
(5500,000 for fiscal vears ending after December 31, 2003), Non-Federal

B
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SepErs purpsses ol This part
& 205 Bzsisz for determining Federzl awards expended.

Te; Derermining Federzl azwarde expended. The determination of when &an
awarG 1f expended should be based on when The activity related to “he award
ocours.  Generzlily, the activity pertains to évents tThat reguire the non-
Federzl entity To comply with lawse, regulations, and the provisions-cf
contrachs or grant agreements, such &5: expenciture/expsnse trangactions
zesociated with grants, cost-reimbursement contracts, cooperative agreements,
and direct appropriatioms; the disbursement of funds passed through to
subrecipients; The use of leoan proceeds under lean and loan guarantee
Programs; the receipt of property; the receipt of surplus propérty; the
rece

ipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts pn itling the ncon-Federal entlhy to
an interest subsidy; and, the period when insurance is in force.

[§%))] Loar and loan guarantees (lgans). Since the Federal GoOVernment is
at risk for loans until the debt is repaid, the following guidelimes shzll be
used tc calculate the value of Federal awards expended under loan programs,
except &s noted in paragraphs {(c) and {(d) cf this sectlon:

(1) Value of new loans made or re:eivedrduringjthe j;sqél YEBI;
plus o '

(2} Balance of loans from previous yesars for which the Federal
Government impuses continuing ceompliance requirements; plus ‘ '

13 2ny interest subsidy, cash, or administrative cost allowahce
received. '

tehy Losn and loan odasrantees {lpans) at institutions of higher
education. When loans are made o students of ap institution of Ligher
education but the institution does not make the-leans, then only the value cof
loans made during the year shall be considered Federal awaxds expended in that
year. The balance of loans for previous y=ars is not included as Federal
awzrds expended hecause the lender -accounts for the prior. balanﬂes._

(d) Frior lpan and loap cuarantees (loans). Loans, thp proceéds of
which were received and "expended in.prior-years,. are not r*r:)n,sndered Federal
awards expended under this part when the laws, regu1atlon ,and! ‘the p;ov1=1on=

of contracts or grant agreements pertaining to such loans impose no continuing
compliance requirements othér than to repay the loans,

{ef Endowment funds. The cumulative balance of Federal awards for
endowment funds which are fedérally restricted zre considered awards expended
in each yezr in which the funds are still restricted.

o LEY Free rént. - Pree rent received by itself is not considered a
Federal award: Hended under.this part. However, free rent received as pert




Fadera: non-cash azszis-ance, such a3
donated propsrty, or donatsd suroluos
value a1t Ihe time o recelipt ¢¥ tThsa
ency.

{3} Medicgid. Medicaid paymenis to a subrecipient for providing

patient care services to Medicaid eliigible Individuals are not considered
Federal awards sxpended under this part unless a 3tate reguires the funds <o
e treated as Federal awards 2xpended because reimbursement is on a cost-
reimbursement basis.

(1) Certain loans provided by the Natiopal Credit Union
sdministration. For purposes of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liguidity Facility that are

funded by contributions from insured institutions are not considered Federal
awards expended. -

#

5 .210 Subrecipient and vendor determinations.
{a) General. An auditee may be a recipient, a subrecipient, and a
vendor. Federal awards expzsnded as a recipient or a subrecipient would be

subject to audit under this part. The payments received for goods or servicas
provided as a vendor would not be considered Federal awards. The guidance in
paragrapns (b) and (e} ¢f this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services,

{h) Federal award. Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Determines who is eligiblez to raceive what Federal financial

(2} Has its performance measured against whether the okjectives
of the Federal program are met;

(3) Bas responsibility for programmatic decision making:

{4) ° Has responsibility f&r adherence to applicable Faderal
program compliance reguirements; and

{(3) Uses the Federal funds to carry out a program of the
organizaticn as compared to providing goods or services for a program of the
pass-through entity.

{c) Pavment for goods and services. Characteristics indicatjve of a
payment for goods and services received by a vendor are when the organization:

{1) Provides the goods and services within normal business
operations: :

10 ATTACHMENT . &
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g, Provides goods or services Lhel are entililary to The
operzTion I ihe Federel progran; -ghd

idi Uee of Judeoment ar mekinc determinstion. There may be unusual
circumstences oI exceptions to the listed characterzstics. In making the
determination wneLher & subrecipient or vender relatlionship exists, the

}_

o

supstance of relationship is more importent then the form of the

agreement. 1t ig not expected that &il of the characteristics will be present
and judgment should he used in determining whether an entity is a subrecipient
or vendor.

{e} For-profit subrecipient. Since this part does mot apply to for-
profit subrecipients, the pass-through entity is responsible for establishing
requirements, as Decessary, .to ensure compliance by for-profit subrecipients.
The coniract 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 du*lng the
contract, and post-award aud‘ts

{f) Compliancge responsibility for vendors. In most cases, the
auditee's compliance responsibility for vendors is only to ensire that ‘the,
procurement, reﬁe1pt,.and payment for goods aznd services comply w*th igws)
requlations, and the provisipns of contracts or grant dgreemantuﬁ Prégram
compliance requirements normally do not pass through to- venddts.” BHowever; the
auditee iz respomsible for eénsuring compliance for vendor tramsattions which
are structured such:that the vendor is responsible for program’ tompliancei or-
the vendor's records must be reviewed to determine program compiiante::.Rlso,
when these vendor transactions relate to a major program, the scope of the
audit shall incluge determining whether these transactions. are in- ‘compliance
with laws, regulations, and the provisions of comtracts or grant agreements.

§ | .215 Relation to other audit reguirements.

(&} Audit under this part in Jieu of other audits.’ En audit made in
accordance with this part shall be in lieu of any financial audit reguired
under individue) Federal awards. To tne extent this audit meets a Federal
agency's meeds, it shall rely upon and use such audits. The provisions of
this part peither 1imit: the autherity of Federzl agencies,-lnclud1ng their .
Inspectors Ganeraljfér GA0 to conduct or arrange for additional audits {e.qg.
financiel audits, performnnce audits, evaluaticons, 1nspectlo_s_'or rev1ews)
nor authcorize eny authee to constrain Federal agencigs. Erém ca*ry ng" out:

-addltlonCT audlfs dddlt*onal audits sha?l be pTanned and perfofmed ln:
such a i s

: {b) Federal duénﬁv to pev for aad4tﬂonal audﬁts. A Federal'ag_ iy
that ] for additional audits shall, .consistent with other
applLCaDle laws and edLLa+lons, errange for funding the full cost of such
ﬂdd_L onel audﬂts. : ’ '
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5 . 220 Frequency of audits.

Except for the provisions ior biennial auvdits provided in paragraphs (a)
and (b) of this s=ction, audits reguired by this part zheall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

ta) A State or local government that is required by constitution or
statute, in effect on January 1, 1987, to undergo its audits less fraquentliy.
than annually, is permitted to undergo its audits pursuant to this part
Biennially. This resguirement must still be in effect for the biennial period
under aud:t.

by Any non-profit organization that had biennial audits for all
biennial periods ending betwezn July 1, 1892, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially. .

g . 225 " Sanctiomns.

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. 1In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
enitities shall take appropriate action using sanctions such 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 Andit costs.

{a) Allowable costs. Unless prohikited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The chargzss may be considered a direct cost or an allocated

indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acquisition Regulation (FAR} (48
CFR parts 30 and 31), or other applicable cost principles or regulations.

12
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14 Toe ceost oI &ly &uCcLT uULder Zhe foingle Ludit Aol AmendmentTs
of %Gy (I U.E.C. 7501 er_see.. nOT zonducied iT alcGorZanceé with thic pars

12 Tne cost of audiilng & LoL-Federel entiily which nas
cwards erpsnded of resge tnan 5500, 0006 (500,000 for fiscel yvears ending arfter
Dezemper 31, 2003} per veer ent ¢ thereby exempied uhder § . 200(2) from
nev_ng an audit conducted und&r trls part. However, tnic doeg not prohiibint &
pese-througn entity from charging Feasrel awards for the cost of limited scops
&LCiis Lo mMOnitor its subrecipients in accordance with §  .400(d) (2),
provided the subrecipient does not hLeve & single audit. For purposes of Tnis
part, 1 only include agreed-upon prOPedLres engagements -
conducted 1D acco:dance with either the RICPE' = generally sccepted auditing
standards or attestation standards, that &re pzsid for and arrznged by & pass-
“hrougl entity and address onrly cnhne or more of the followd ing types of
compliasnce reguizemants: activities zllowed or unallowed; zllowable
sests/cost prineiplés; eligibility; matching, level of sffort, eazrmarking
zngd, reporting. o : =
§_ .235 Program~snecl'1c audits.

{z) Brogrem-specific audit oguide avail bWe. In many cases, a program-
specific audit guide will be aveilable to provide specific guidance to the
auditor with respect to internal control, compliance requirements, suggested
audit procedures, and audit reporting requifements.w The -auditor'should

contact the Office’ ¢f Inspector Generzl of the Vederal auency to determine
whether such a ‘Quide is available. When a cur*ent_program 5pec1f1c audit’
guide is available) the auditor shall follow GAGAS and the gUJde when

performing a program~ pecific audit. : :

(b Program— 5D951f1c audit guide not aval1able._ {1} - “Whén a program-
specific andit guideé is'not available, the auditee and’ audltor shall have
basically the ‘same- responelbllltles for the Federal program a5’ thpy would have
Tor an audit of a major program in a single audlt : e

2) ‘The audltee shell prepare rhe flnanClal statement(s) for the
Federzl program that includes, at a minimum, a schedule of ezpenditures of -
Federal awards- for+the: prog*am and notes that describe the significant
aﬂﬁoun+“hg policies” used ip' preparing the SPhEdule, A summary schedule oI

prior andit findings- consistent with the reguirements of -§_ - 315(b}! and a
corrective’ dCtlDD plan consistent with the. *ﬂqulrements of § : 315(c)
(3} The ‘auditor shall: .
(i) Perform an audit of the flnanc*al statement( Y for the

Federal program fn accordance With GAGAS

_ Obtain anp undarstandﬂng of 1n ,rnal conLrol andﬁ
gl control ‘over the Feds *al program cons lstent w
00 c) or_a major pIogram,--v'

o _ (iii}-Pe form procedures to determine whetheT the audites
hzs complie d“w1tbfTEWB, “requlations, and the provisions of contracts or grant
agreements that could-have -z direct and material effect on the Federal program
Consi sLent Wﬂth the requirements of §  .5D00¢(4a) for & major program; and
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or oaudir fond
o

) pigey
DrEnE s L dit finding, when the
aud.nor concludss schedule of proor esudit Zindings matzsrizily
nisrepresents the st i of anv pris: audit finding in accordance with The

rements 5% &

{4) The auditor's reportcl
rombxined or separate reports and may De
presentaed in this sz2cilon.  The auditor
was conducted in accordance with this part =z

(1) in opinion {or disclaimer oi ocpinion] &s to whether
the financial statement{s} of the Federal program is presented fairly in ali
material respects. in conformity with the stated accounting policies;

. {ii) 2 report on internal contrel related to the Federal
program, which shall describe the scope of testing of internal control and the

results of the tests;

{1ii) A report on compliance which includes an opinion (or
disclaimer of opinion) as to whether the audites complied with laws,
ragulations, and the provisions of contracts 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 gquestioned costs consistent with the requirements of §  .505(d}{3}.

(c} Report submission_for program~specific audits.
{1} The audit shall be completed and the reporting required by paragraph
{c} (2) or (e} (3) of this section submittsd within the sarlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the aundit
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-
spacific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the raquired 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, the auditee shall make report copies available for public
inspection.

{2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with § .320(b), as applicable tc 2
program-specific audit, and the reperting required by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit to the rederal awarding agency ox pass-through entity the reporting
reguired by the program-specific audit guide,

(3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s} of the Federal program, a summary schedule of prior audit
findings, and a c¢orrective action plan as describsd in paragraph (b} (2} of
this section, and the auditor's report(s) described in paragraph (b) {(4) of
this section. The data collection form prepared in accordance with

14 :
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b 320 (b)), =zt ar; —il
TERLITING nathkage o
Ly OME to be retéi SLIvVEL Copy
Tindlngs ARG guestionec <esStE drsclosed &
o prior sudit findings reporied £ SL&st
shall supmit obe capy of The repuriing pa
Lenzlf i the Fegsral awerding eQency, or :
in onhe sese Subrévipient. Instesd. of -sul
the pezse I entity, when & supzecipient is no re.Li__c LG subm
reporti v the pass-lhrough entity, the subrecipient shall
writ:gn‘ te the pasc-through entity, consistent with the
require .320{e) {2}. &k subrecipient may submit. a. copy of the
reporti the pass-through entity-to comply with this notification
reguire '
(d)  -Other sections of this part mev aDDlG::*Prog:ammspecific-audits
are suplect to § .100 through §__ 2¢5(n), § - .220 through §  .230,
§_ .300 thréugh §  .305, §  .315, §_ 320(%). through §_ .320(%), §__ 400
through §_= ) "405 g -510 through & ~~.515, and other.referenced provisiprs

cf this part Gnless contrary to the prov1=1on5 of this section, a program-
specific audit guide, or prsgram_laws and-regulations. : :

Subpart C--2Auditees
& L300 Audites responsibilities.

The audiZes sheall:

{al Identify, in its accounts, zll Federel awafds received and )
erxpended and the Fede*aW programs under which they were received. Federal ..
program. and award identification shall include,, -applicable, the CFDA title
and numberj award number and year; mname of..the-F; deral agency,'
pass-through entlty. EECERPPC .

L

(b .. Malntdln internal control over Federal programs that provﬁaﬁs
rezsonable ‘assurance. -that the audltee is manag¢ng : : e .
Federal awards in r‘C)In.plj.ar:u*s.=: with laws,_;egulatlons,-and the4prov sions;pf

contracts or grant agreements that could have' & Material effedct: on each. of dts

Federal: programs

(c? _ r‘c>rn.ply w1th laws:,. __gulatlonsr ,W;ov151ons Df cont*acts or
Grant ag*eemen*s related to nach of.its 1-'Bclev’al pzograms ' '

e

(d)‘ Prepn?e approprlate flnan01al Sbaté ents, 1nc1ud1ng the schedule
ot expendltures of Pederal awards in accordance.wikth. § SEi0.

{e} - Ensure that the audits requlled by- thls part are propnrly
performnd and.’ submltted when due. When "tens;ons tD the ?eport submlsslon
dué’ date - requlred by & .320(a) aze gra' : :
dgency for gudis -promptly notify the. Fed:
‘and’ each pﬂss through ‘entity prov1d;nc Fe

tF) oll

-ummary 5chedu1e of leOI audlt f1nd1ngs und 3 cor rectlve
action plan,;n .adtofdance with § i _315(b) and 5 315(c), __spectlvely

T selsction.’

and name of the




A Audiz oy LIocurementy in UTITIG AUnLT E Loen, sudliaes g
fr.iow the prosurament standards prescribed by tne Srants Mansgement TOWMOT
Pus= ineveinafwer referrad to as the "A~10Z Ruite": vpuklished March

208 and amended April 1%, 1995 [insaxt appropriate CFR cotation?, Tirzul
t form kBdministrative Reguirsment Grants and Agraemenis with
of tHigher Education, Hospitals and Dther Nem-Profiz
anizations," or the FAR (48 CFR part 42), as applicable (IMB Zirculzrs zre
v irom the Ofifice of Administration, Publications Office, room 2200,
Mew Erecutive 0ffice Building, Washingion, DC 203%03). Whenever possible,
auditess shall make positive efforts to utilize small businesses, minoricy-

owned firms, and women's business entarprises, in procuring audi: servizess as
statad in the A-102 Common Rul=s, OMB Circular A-1:i0, or the FAR {48 CFR part
42), as applicable. In regquesting proposals for audir 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 reguest for proposal, relevant experience, availability
of staff with professional gqualifications and technical abilities, the resulcs
of external gquality control reviews, and price.

(b) Restriction on auditor premaripg indiye¢t cost proposals. An
auditer who prepares the indirect cost proposal or cost alleocation plan may
not also be selected to perform the awdit required by this part when the
indirect costs recovered by the auditee during the prior year exceeded §1
million. This restriction applies to the base yesar used if the preparation of
the indirect cost proposal or cost allocation plan and any subseguent yesars in
which the resulting indirect cost agreement or c<ost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph appliss to audits of fiscal years beginning after
June 30, 1%98.

{c) Use of Federal avditors. Federal auditors may perform all or part
of the work required under this part if they comply fully with the
reguirements of this part.

§  .310 Financial statements.

(al Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
shanges in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the gawe organizational unit
and fiscal year that is chosen to meet the reguirements of this part.
However, oprganization-wide fimancial statements may also include departments,
agencisg, and other organizational units that have separate audits in
accordance with §_ .500(a) and prepare separates financial statements.

{b) Schedule of expenditures of Federal awards. The auditse shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements, While not reguired, the
auditee may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the gschedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for sach award yesar separately. At a
minimum, the achedule shail:

(1} List individual Federal programs hy Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended
shall be shown either by individual award or by Fsderal 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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ypended for ezcn individual
and the CFDEL number or itefylng number wnen tne CFDL

not aveilakle.

in i notes That descripe the significant acoounting

5 To the extent practical, pass-through entitieg.should
identify in the schedule the total amount provided to subrecipients from each
Federal program. o b : T

16} “Include, in either the schedule or a note ic: the gchedule,
the value of the Federal awards expernded in The- form of non-cash &selstance,
the amount of insurance in effect durlng the vear, and loans or: loan
guarantees.outstanding at year end. "While nmot reguired; it is preferable to
present-thzs. information in the scnedule - ‘ -7 -

w

5

15 audit findings followéup.~“
(&) General . The audltee 45 resnonsleE for TDTlow—up and correctlve
action.on gll audit Flndﬁngs As part of this respons’blllty, the auditee
shall prepare a summary schedule of prio¥ gudit f: indings. The auditese shall
also prepare & corrective action plai for current year audit, ndlngs . The .
summary schedule of prior audit flndlngs ‘and the corrsctive. actlon Llan. sha11
include the reference numbers the aud1torqas=1gn5 to audit findings under
§__ .510(c). Since the. summary schedule may inclnde audit findings, from.
multiplie years, it shall rnc1ude the fﬂscal ynar in whlch the f-ndlng
Wnrtﬂally occurrad. - ' :

(b)~~'5ummarv schedule of prigr-audit+Ffindings. . ThHe summary - scheduie.
prior audit flndlngs shall- TEeport ‘the ‘status cof all:audit fimdings-included. in
the prier audit's achedules of Flndlngs and “giisstionad costs-relative-to,
Federal awards. The summary schedule shall alsc include andit- findings: ..
reported:in the prior audit's- summary schedule of prior auwdit findings’ except
audit findings listed as correctsd in AccoTdance with paragraph Ab) (1) of this
section, or no longer valid or not Warrantvng further action in accordance. .
with paragraph {b) (4), of this sectronu

il) Wh=n audit f.nd?ﬂgs were _ﬁ;ly corrected, - the: Sumﬁary
SthdLln.ueed only list the audit r_ndlngs and- state that correc*;ve zaction”
WEaS. ta}en :

(2) . When audit f_ndlngs were nét torrected ‘or were only
partially corrected, the summary gchedile shall describe the: plianned
corrective. .action as well as any partlal correctﬂve act*on taken

(3) When corrective action “taken is 51gn1flcantly dlfferent from
correct1ve actlon prev1ou51y reported in a correctlve action plan or.in the
dex nagement de015ron the . summary

ﬁ)l' ‘When the audltee bellevesfphe audlt.flndlngs are no longer
valid or do riot warrant further actiom, . ‘the ¥easons for th15‘po=1t10n shall- be
described in the Sunary schnaule A valiad d reazson for coiisidering an audit

finding . g5 not warranting further actlon rs_that all of the following have
occurred: ‘ ’ '

T D) Two,. years have passed since the audit report in which




e Tonding oocurred was submitted o Lne Federwl oiearinghoussz

sg2ncy Or pass-ihrough entity 135 nou

(i1} The Federail :
= ditee on the audlt Iinding; and

Turrantly following up with
7iii; B management decision was not issusd.

o) Zorrective aztion plan. At the zompletion of the audit, The
audizee shall prepare a corrective action plan :fo address each audit Finding
included in the gurrent yzar auditor's resports. The corrective action plan
shall provide -he name!s) of the contact personf!s} responsible for correctlve
action, the corrective action planned, and the anticipated compietion date.
if the auditee does not agree with the auvdit findings or velieves corrective
action is not required, then the covrective action plan shall include an
explanatian and specific reasons.

5 .320 Report submission.
(a) Geperal. The audit shall be completed and the data collection

form described in paragraph {b) of this section and reporting package
described in paragraph (c) of this section shall be submitted within the

earlier of 30 days after receipt of the auditor’s rzport (s), or nine months
after the end of the audit period, unless a longer perjiod 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 completed 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 restricted by law or regulation,
the auditee shall make copies available for public inspection.

{2} Date 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 ghall be approved by OMB, available f£rom the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive cfficer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: ‘the auditee complied with the requirements of this
part, the form was prepared in accordance with this part {and the instructions
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data

{1} The type of report the auditor issued on the financial statements of
the auditee (i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

(ii) Where applicable, a statement that reportable conditlons in internal
control were disclosed by the audit of the financial statements and
whether any such conditiong were material weaknesses,

(iii) A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the audites.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

() The type of report the auditor issued on compliance for major

18




programs gualiiiel omrnion, adverse
opiniol.
ke L iist of the Federzl awarging agsncies which will receave & copy of
the reporting packagse pLrsusnt oo § 320047 (Z) of OME Circuler
E-333

d used vco distinguish betwsen Type Z-and Type E

viiii The dcliar threshol
programs as defined in § . .520{b) of OMB Circulax 2:-1232.

Lix) The Catelog of Federal Domestwc zseistance (CFDA) number fé¥ each
Federal program, -as applicakle.

() The name of each Federal program and identification of each major
program. Individualw programs within e cluster of programs should be
listed in tbe same level-of detzil as they are listed in the scheouee
of expenditures of Federal awards .

{xi) The amount of eyPendltures in the schedule of eypendﬂrures of Federel
awarde associated w1th each Federal p?ogram

{zid) For each Federal p*ogram a yes or nd s_atement as toc whether there

are audit findings in each of the following types of complianca -
reth*ements and the tOtal amount of any cguestioned costs:

(&) (Activities allowed ar unallowed.

{B) ‘Allowable costs/cost principleés.

{C) * Cash management:

(D) Davis-Bacon Act.

(E) Eligibility.

{7} Equipment: &nd real property. management.

(G) . Matching; -level of effort, earmarking.

(H} Period-of awvailability of Federal funds.

(I) _Procurement'and suspeneion and debarment. .
Hup] 'Program ifcome:

(¥} ‘Real’ property acqulsltlon and relocation assxstance
(L) Reporting: - :

{M) Subrecrplent monltorlng

(1) Spec1el tests and prov1slons

(xiid) Auditee Name, EmpTDye* Identlflcatlon Number (s}, Name and T;tle of
‘ Certifying 0ff1c1a1 Telephone Number, Slgnature and Date

{xiv) zuditor Name, Name and Tlt‘e of Contact Person, Audltor Addrese
auditor Telephone Number, Slgnature and Date.

{xv) Whether the audltee has elther a cognlzant or-ovefe-gﬁt}egeﬂcy for
audit. . u : S

{xvi} . The name of the cognizant o ove*51ght agency for au it defermined in
accordance with s - DD(a) and § 400{b), ot

(2} . 051ng the 1nformatﬂon 1ncluded im- the rep‘
desc11bed in paragraph (¢} of £his section, the: auditor” s T € s
applicable sections of the form. The auditor shall =ign a sta*ement to be
included as part of the data collectlon form that indicates, at & mln;mum[ the
source of the 1nformat*on 1ncTuded in™the form, the auditor’s reésponsibility
for the information, that “Yhe form is not a substitute.for the reporting
paghage described ;nqperagr"h o)} of ‘this section, ang that the content oi
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o] Reporoing pagckage. Ths reporiing package shail Include thed
§ Financ:ial statements and scheduls of expend::u a5 DI
Faderal awards discussed Iin § 310(a) zand § .310(b), respectively;
{2) summary schedule of prior audit findings Zdiscussed in
§ .315 (b} ;
12} sduditlor's report's! discussed in § .505; and
f4) Corrective action plan discussed in § _ .215(e).
() Submission to clearinghouse. All auditees shall submit to the

Faderal clearinghouse designated by OMB the data collection form described in
paragraph {(b) of this section and one copy of the reporting package described
in paragraph (¢) of this section for:

(1) The Federal clearinghouse to retain as an archival copy;
and

{2) Each Federal awarding agency when the schedule of findings
and guestioned costcs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Fnderal
awards that the Federal awarding agency provided directly.

{=} Additional submission bv subrecipignts. (1) 1In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also subrnc1p:=nfs shall submit to =sach pass-through entlty one copy oi the
reporting package described in paragyaph {c) of this section for each pass-
through entity when the schedule of findings and guestioned costs disclosed
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings re porbnd the status
of any audit findings relating to Federal awards that the pass-through =sntity
provided,

(2) Instead of submitting the reporting package to a rpass-
through entity, when a subrecipient is not reguired to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1} of this section,
the subrecipient shall provide written notification to the pass-through entity
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 CFB2
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and guestiomed costs disclosed no audit findings relating
to the Faderal award{s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit f£indings relating to the Federal award(s) that the pass-through entity
provided. A subrescipient may submit a copy of the reporting package described
in paragraph (e¢) of this section to a pass-through entity to comply with this
notification requirsment.

(£} Reguests for report copies. In response Lo requests by a Federal
agency or pass-through entity, auditees ghall submit the appropriate copies of
the reporting package described in paragraph (e} of this section and, if
requested, a copy of any management letters dissued by the auditor.

(g) Report retention reguirements. Auditees shall keep one copy of

the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph {c¢} of this section on
file for three years from the date of submission to the Federal clearinghouse
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) Clezringnouss Tesnon__lilzci ringhouse
designatec DY OME shzll  distr ne x eived in
accorGance with peragraph {d) (2} of this {c) (2) o
app:icaLls Fad&:al awarding agencies, ma conpl gt ed
auds: . provide appreopriate-information and focllow up
with known auditeeg which hsve not submi a collection
forms ang TEHOItlJC Hd"ragec ' : R

fij Clea rlnqhouﬂe add
currently assignated by OME i

T The adéress of the Féderzl cled ringhouse
. :
Cansus, 1201 E. ;Dtn StVeet J

55
Federzl hudit Cleari nghouse Bhreau of uhe
ffersonv;lie, IN 47122,

{31 Electronic fiTinq Kothing in this part shall pveﬁlhde electrdnic
submissions to the Federal clearinghouse in such manner as may be approved Dy
OME. With OME approval, the Federal clearinghouse may pilot test methods of
elecrronic submissions.

Subparr D--Federzl Agencies and Pass-Through Entities
5 -3 Respongibilities.

{a) Cognizant agency for . audit responsibilities. Recipients expending
more than $25 million (550 millicn for fiscal yesars end ng after December 31,
2003) a vear in Federal awards shall have a cognizant agency f£&r audit. Theé
designated cognizant agency for audit shall be the Federal awarding agency
that provides thE predomlnant amount of direct funding to a recipient unless
OME makes z specific cognlzant agency for audit assignment. .

Following is e*fectlve for fiscal years ending om oxr before. Decnmbev 31, 2002:
To provide for contimuity of cognizance, the determination of the” p*edomrnant
amount of direct 'funding shall be based upon diresct.Faderal awards expended. . in.
the recipient's fiscal years endlng imn 1995, 2000, 2005, an Ty -£ifth.-vear
thers a*ter For example, audit cognizance for pericds endﬁng 1n.7997 ‘throwgh
2000 will be determined based on Federal awards eyp=nded in ﬁ99‘ : (Howevar,,
for States and local governments that expend more than $25 million a year An
Fedzral awards and have previously assigned cognizant adencies for aualt the
requirements of this paragraph are not effective until fiscal VEATYS beg1nplng
after June 30, 2000. )

Foliowing is ﬁffsctlve for fiscal years ending after Decemb&r 31 2003

The de_erm nation ipf .the predomlnant amount of direct funding 'shall be based
upen direct Federal ‘awards txpended Ain" the rec1p1ent‘s fiscal- YERTS EDdng in
2004, 2009, 2014, and every fifth year thereafter, . For- example, audit -
cognizance for pEIlDdS end-ng 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 predomlnant amount of
direct Federal awards eypenaed in the recipient's ilscal year endlng ln ZDDD)

Notwithstanding the manner in which audit cogrlzance is determlned a Fed 24-%
awarding agency with gognizance for an zuditee may reassign cognizance ‘to
another Federal anrdlng agency which provides substantial direct fund_ng and
agrees to be the cognﬁzgnt agency for audit: -Within! 30 -Gays: after FBAY
reassigomznt, both the old and the new cognizant agency for audit shall ,
the audites, and; if khown, the auditor of the reass1gnment_- Tne cognl ant
agency for audit shall PR : : Huls :

A1} . Prowlde_technl 21l awndit advice and 1iaison'to auditees and

auditors.

_Consider .auditee reguests for extensions to the report

21
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4
1)
L
ot

supm, s on gue date reguirad by § L220(a) . The CogniZant 80ency
mav Trant for guoa caus=.

(3 Obtain oy conauct guality controi reviews of szlzcted

aud. ~s made by non-Fedérzl auditors, and provide the resuits, when
approbriate, to other interested organizations.
(4) T inform other affected Federal agencies and
ederal law rcement officials of any direct reporting by the
3
=

el

1

"%
e
=
g

appropriate
audize2 or 3
or laws and v

€f )

auditor of irregularities or illegal acts, as reguired Dy GAGES
guiacions.

(5 bdvise the auditor and, where appropriate, the auditee oI
any deficiencies found in the audits when the deficisncies reguire corrsctive
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corresctive action. If corrective action is not
taken, the cognizant agency Ior audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequacies or
repetitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
action.

(6) Coordinate, to the extent practical, audits or revizsws
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 accordance with this part,.

{7} Coordinate a management decision for audit findings that
affect the Federal programs of more than ome agency.

(8) Coordinate the audit work ané reporting respongibilities
among auditors to achieve the most cost-effective audit. :

(9) For biennial audits permitted under § .220, consider
auditee requeste to gualify as a low-risk auditee under § .530(a} .

() Oversight agency for andit regpongibilities. An auditee which
does mot have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
§ _ .105. The oversight agency for audit:

{1) Shall provide technical advice to auditees and auditors as
requested.

(2} May assume all or some of the responsibilities normally
periormed by a cognizant agency for audit. -

(c} Federal awarding agency respongibilities. The Federal awarding

agency shall perform the following for the Federal awards it makes:

{1) Identify Pederal awards made by informing each recipisnt
of the CFDA titls and number, award name and number, award year, and if the
award is for R&D. When some of this information is not avazilable, the Federal
agency shall provide information necessary to ¢lesarly describe the Federal
award.

(2) Advige recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

(3) Znsure that audits are completed and reports are recsived
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“lmelv MAnher anud in

oL aUBAT
and ensure

'csuﬂ a management decision.
The aud* report
SGrrestive 2CTIOn.

ndings witnin =ix
mMonTIs The reciplienmt takes

EOpropTiane

that

and t*m&,y

(63 gsign a person responsiple for providing anouzl updates
of the compliance supp¢amﬁnt to OME. o P i
g Fass-through entitv regpons 1b111:195 2 pass-through entity shall
perficrm the following for the Federal ards it makres:

(1; . Identify Federal awards made by informing each
subrecipient of CFDA title and number, award name and number, award year, =i
the award is R&D, and name of Federal agency. When, some of 1'h:l.s informacion |
is not availgble,, the pass-through entlty snall prov1ae thke best lnformat;oni

avaiialble LO Q“SCIlbe the Federal awzrd.
12y . hdvige subrecipients of requﬂrements ﬂmposed on them by
Federal lawe, Iegulatlons ‘and the provisions-of contracts or grant agTreements

as well a= . any supp!emental requiremsnts 1mposed by the pass th;ougn entlty

(3) Monitor
ensure that Federal awards
laws, regulations, and the

the activities of SubIECTPlEDES as necessary to
are used for authorized purposes in compliance with

provisions of contracts or. grant agreemﬂnts and

achieved.

that performance'goals are

(£} . E sure that SLDrec1D1ents.5ypend1ng $300 000 500 ‘000 - for
fiscal years endlng Zfter December 31, 2003) orrmore in Federal awards dix; lng
the subrec*plent's fisgcal yaar have met the audlt *Equlrements othhls p:*t
for that fiscal. Year: - . T

(5) “Issue a ‘management decision on mudit findings within six
months after recewpt of the subrecipient's audit. . Ieport and ensure that th=
subreciplent takes approprlate and timely’ corrEﬁtlye actlon

(6) ‘Consider whether subrecipient audits nece551tate
adjustment of the pass-through entity's own records. i ;

: : \7)-Q-?Requ re . each suprecipient t@ permit ths pass-through
Ent¢hy and auditors. to have access to the recordsand:financial statements zs
necessary for *helpass through entity to comply’-with 'this-part. :

5 . 405 Mahagéméﬁt decision.
cision shall'éiearly state whether or
for:the decision, and the

(z). - General. The managemesnt de
not the audit - flndlng lS sustained, the reason
expected: auditeg. ‘action to repay disallowed cdsts)" ma}e finangi; 1 adj Stmentg
or take other,action.. . If the auditee has not "comp: ]
timetable for-fallow-up.should be given. Prid
de21510n *he Federa agency or, pass through

for audlfor assuran
dﬂsanDwed cosfs_

AOO(G}fT), the cognizant'




An provided in §
SuULnT a wanagsment

nASis DY agreement

T} faps-through entity. L3

prorided in § .400{4) {5}, =z=he pass-
nrough 2niity shalil be responsible for m making the managemant decision
audit findings that rzlate to Federal aw ards it makes —o subrecipients.

) Time reguirements. The entitly responsible f01 making the
management decision shall do so wizthin six monthe 0f receipt of the audit
report. Correcgtive action shouid be initriated within six monchs alfter receipt

of the audiz report and proces=d as rapidly as possible.

(e Referance pumbsrs. Management decisions shall include the
nﬁe numbers the auditor azssigned to sach audit finding in accordance

h s . 510 (c) .

T

re
wi

Subpart E--puditors

5§ .500 Scope of audit.
(a) General. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administerzd Federal awards during such fiscal year, provided thax:
each guch audit shall encompase the financial statements and schedule of
expendicures of Federal awards for sach such department, agency, and other
organizational unit, which shall be considered to be a non-Federal =sntity.
The financial statements and schedule of expenditures of Federal awards shall

be Ffor the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are pregented fairly inm all material
regpects in conformity with generally accepted accounting princivles. The
auditor shall also determine whether the schedule of expenditurss of Federal
awards is presented fairly in all material respects im relation to the
auditee's financial statements taken as a whole.

(c) Internal control. {1} In addition to the requirements of GRGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programg sufficient to plan the audit to support a low
assessed level of control risk for major programs.

{2) Except as provided in paragraph {c)(3} of this section,
the auditor shall:

(1) Plan the testing of internal control over major
programs to support a low assessed level of contrel risk for the assertions
rzlevant to the compliance rsquirements for each major program; and

{1i) rerform testing of internal control as planned in
aragraph {(c) (2) {1} of this section.

(3) When internal control over some or all of the compliance
reguirements for a major program are likely to be ineffective in preventing or
d=tecting noncompliance, the planning and performing of testing described in
paragraph {c){(2) of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
{including whether any such condition is a material weakness) in accordance
with §  .510, assess the related comtrol risk at the maximum, and consider
whether additional compliance tests are required because of ineffective
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) The principsl compliance reguil gpplicable to most
Federel programs and the compliance re_uiveménps,oi'&he 1araes* Federsl
programs a&re incliuded in the ”JmDiLah“& supplement . i

NEF ‘For -the compliance -reguiremsnts relared to Federal

pvogvamc contalned in the comp11anﬁe supplpmnnt an audit of these compliance
reguiremencs will meet the reguirements of. this part. Where There have been

changes to the compliance reguirements and Tthe changes are not reflécted in
the complLance supplement, the audi tor. shail.determine the currsnt compliance
reguirements and modify the audit prodedures”aqcordingly. For those Federal
programs not covered in the complianc squlﬁmﬂnL, the auditor should ise the
tyvpes of comp11ance Treguirements contnlned in the compliance supplement as
guidanee for identifying the” types’ of: compliance reguirements. £te test, and
determine the requirements governing the RBederal, program by rev;ew1ng the
provisions of contracts and grant agreements and the laws and regulations
referred to in such contracts and grant agreements.

(4} ~ The compliance testing shall include.tests of. transacticmns
and such other aualtﬂng procedures nNecesSssry to p*OVWdE the auditor sufficient
ev;dencn £O support am ‘opiniocn’ on compiﬂancn

(e} Zudit folliow-up. The auq1tor Shdll Iollow up on leOI audit
findings, perForm procedures to assess the' rezsonagblensss of the summary
schedule of prior audit findings D*epa*ed by the auditee in accordance with
5 .315(b), ahd report as z currentyear.audit -finding, when the auditor
concludes that the summary ‘schedule of prior: audit Flndlngs materially o
mlsrep*esnnts the status of any prior aud;t finding. The audltor ehall .
perform audit follow- up procedur=5 regardless -of whether a prior audit k*nding
relates to a major program in the current yeari. o o G :

(f)  Data Collection Form. "Bs Tequlred‘;n §. . .320(b) (3), the auditor
shall complete and eign specified sectlons oivthe data co¢lecLlon form.

§ .505 Audit'rEpofting. .

’ The auditor's report(s) may be ifh the form. oF e;ther commlned or
SEpaTate Teportsiapd may be organlznd dlfﬁe*ent = manner presented in
this section.. The auditor! s repert {g) shaill state.that the. audit was,

conducted in accordance Wﬂth this part‘ ihd ’nclude the fo lqy+ng'

) as to whethéf‘ﬁhe financial
réspects in conformity w1th
and anopinion ~{or: dlsclalmer

(a) An oplnlon (or dlscWalmer of Oplnl

0p1nlon)'as to
presented fairly. i
statements taken as a whole

tbe flnanClal statements
scope OF. teStlng of’

{p) 2 report on internal control reiated t
and major programs... This. report shall. dﬂscrlbe th_
1nternc.l control and the ?esults of th Ltests‘

(F)'; A ?eport on compl ance W1th iaw 'rEgulat?ohs, aﬂd th= p?ovisions




maTer_oai elfeft on the IZinar: ~aments. shali s1s0C

an opilnisn jor disclaimer of a5 TO whneiner the auciceze oompli
laws, regulations, and the pry ZONLYacis oY grant agveements whic
2ouid havs a direct and material eZ7f=ct on =zacn mejor program, and, whers
applizaple, refer —o the separate schedule of findings and guestioned costs
described in paragramh (4} of this section.

idi A schedule of findings and guestioned costs which shatl includs
the following three components:

£l A summary oI the auditor's results which shall include:

(i} The type of rzport the auditor issued on the
financial statements of the auditese (i.=., unqualifizd opinion, qualified
opinion, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a statement that reportable
conditions in internal control were disclosed by the audit of the financial
stat=ementd and whether any such conditions were material weaknesses;

(iii) P statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the auditc
and whether any such conditions were material weaknesses;

{v) The type of report the auditor issued on compliance
for major programs (i.e., ungualified opinion, qualified opinion, adverse
opinion, or digclaimer of opinion);

{vi} B statement as to whether the audit disclosed any
audit findings which the auditor /is reguired to report under § .510({a};

{(vii} An identification of major programs;

{viii)The dollar threshold used to distinguish betwzen
Type A and Type B programs, as described in § .520(b}; and

(ix) I statement as to whether the auditees qualified as
a low-rigk auditee under § .530., .

(2) Findings relaiipg to the financizl statements which are
required to be reported in accordance with GAGAS.

{(3) Findings anquuestioned costs for Pederal awards which
shall include audit findings as defined in § .510(a).

£
(1)} pudit ‘findings (e.g., internal contrel findings,
compliance findings, guestioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through esntity.

(ii) hudit findings which relate to both the fingncial
statements znd 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 in
summary form with a reference to a detailed reporting in the other section of
the schedule.

§ .510 audit findings.
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= Auzit

e auiii flndings

i internzl controel dver major

guditor's determination of wnether & de'i:;en"v in. AnRTErnal
zportablie condition for the purpose of, *eport ing an augit
reizrtion to & Type of compliance reguirement for & maljor program
jecrive identiiied in the compiiance supplement. The auditor
reporrapie conCitions which  arg individuslly or cumulatively
nesses e :

12 Material noncompliance wi*r the provigions cof laws,
regulationg, coniracts, OY Jgrant agreements related to a major program. The
auciToY 'S determinaticon ©of whether a noncomp:l rance with the provisions of
lawe, regLWat\ors,;ﬂontr‘cts, or. grant ‘mgreements-is material for the purpose

of _mpore_ng an audit finding is in relaticon:to a type of “ompl;ance .
requirement for a major program or an audlt ob]ectlve 1dent;fred in the
compliance supplement. ‘ L -

(3 “Known gquesticned costs whlch .are greater than . £10,000 for
a type of . compllance reguirement for a major: pzog”am ¥nown questloned COsSts
azre those spe01f1c317y identified by the rawditor: . In evaluatlng the” effect of
gu=sticned costs on the opinion on compliance,. the audltor CODS“dEIS the: best
estimate of total costs guestioned (likely questloned costs), not Just the
guestioned costs specifically identified (known guestioned costs), The
auditor shall alsc report known guestiomed ‘costs when likely ‘guestioned costs
are greater than 510,000 for a type of compliance requirement for a major
Program. In reporting qunstﬂoned costs, the anditor shall incliude information
to provide proper perspective for judglng the preva1ence and congequences of
the questloned costs. ERRS TS S :

: B (a)'
a Federal progr &

follow-up, the auditor is not: requlred*under‘thla partwto Derrorm.andlt SR
procedures for such a Federal program; therefore, the aunditor will normalTy
not find gquesticned costs for a program which-ds-mot apdited as, a majoer.
program. . However, if the auditor does bec0me aware of questloned costs for a
Federal, program which'is mot audited ast :
audit follow-Up. or other audlt procedﬁre
grea*er than $10, 000 then tnE anditor sii

Known questloned costs Whlch a

5. rePort on
O amless
he schedule of

such c1rcumstances'are otherw1se TeQ
flndwngs and questioned costs for Federal awards

, b6l Known fraud affecting a Federal award, unless such fraud’
is;otherwiseAreported as an andit findin e schedule of £lnd1ngs and

guestioned . costs for Feaeral awards = ) :
auditor -t
fraud was;r

‘dlscrosed that the summary scheduﬁe of’ prﬁDr aud;t flndlngs prepared by the:
audltee in accordance with § - ’15(b)_mater;alky misrepresents:the. status of
any prlor auﬁlt Flndlng T R T T .

Audlt Lﬂnd_ngs shall be presenred in .
‘the atiditee to Drepare 8 ©w6rrectivé action plan and tzke
for Fedex a} agenc1es @nd-past-through entities to arrive
onc S f ' 1 information ghall be




snoiuned, as applizaniz, In auvdl: findings:
{%} Fadera. program and =pv-¢'i: fa2deral award id=ntification
inoivding the ZFDR title and number, Federal ard number znd year, nams oI

'bﬂp’di agency, and name of the applicable mass-:h ocugh 2ntizy. When

rmatcion, such as the CFDB Ciz: and number or Rederal award number, Lz not
. .aple, the auditor shall onr che best information avallable to
duscribe the Pederal award.

teria oY specific requirement upon which the audit

{2} The oz b £
sratutory, regulatory, or other citation.

find:ng is based, inciuding

i3} The condition found, including facts :that support the
deficiency identified in the audit finding.

{4) Identification of guestioned costs and how they were
computed.

() - Information o provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall be related to the universe and the
number of cases examined and be quantified in terms of dollar wvalue.

{6} The possible asserted effect to provide sufficient
information to the auditee and Faderal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate promot and proper corrective actionm.

{7} Recommendations to prevent future occurrences of the
deficiency identified in the audit Llndlng
(8) Views of responsible officials of the audites when there

is disagreement with the audit findings, to the extent practical.

(c) Referenge numbers. Each audit finding in the schedule of findings
and guestioned cogts shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

B ___ .515 Audit working papers.

{a) Retention of workina paperg. 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 the auditee, unless the auditor is notified in
writing by the cegnizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. Wnen the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

{(b) Access to working papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAD at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities congistent 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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g LEEC Mzjor program dstdrminacicn.

zi- Genersl .  Trhs mJC‘FS% shall Use a.risk- nased appvcacn_:é dezermine
wnich Fsderal programs are mEior p*’g*ans Thie risk-based approach shall,
include congideration of ;. Currsnt “and pricr audit experlence,. oversight by
Federa! zgencies 2nd pass-through entities, and tne inherent risk of the
Federszl program. The Process in pavag*apns (b} through {i) of this section
shall be followed

"B Sren 1. {1} The auditor shzil identifv 1hne "*ge* Federzl
programe, which shell be labeled Type 2 progZams. Type A programs are defined

as Federzl programs with Federal aw§ra= ETanGQG during the: auq1t period
exceeding the larger of: L

1i) $300,000 or thresipércent !.0%) of total Federal
awards =ypended in the case of an auditee for which total Federal awards.
eypended equal or exceed 5300, 000 bur are less than or egual to $1DO million.

(ii) €2 million or three-tenths of one percent (.002) of
total Federzl awards =xpended in the case of an auditee for wh¢ﬂh total
Federal awards expended eycecd 5100 mlW 1on but aTle less than or Equn7 tc §10
billion. ’

(131) $30 million or 1E hundredths of omne pe*cnnt_( 0015)
of teotal Federal awards expended in the case of an auditee for which total
Federal awards expsnded excesd $10 billion.

(2} Federal programs not labeled Type A under Dardgraph (b)(l)
of this section shall be Wabeled Typ= B prog*ams

{2} The 1nclu510n ‘of 7arg= ‘loan and loan guarantees (loau'
should mot result in the exclusion' of other ‘Brograms as Type XK PTOITANS
a Federal program providing loans.significantly affects the number or:size
Type & programs, the -anditer ghall .consider - this Federzl program as a Type A
program and exclude its valu=ss ln derermlnlng cther Type iy programs

{4) For biennial audlts pe:mltted under § 22D * the )
determlnatlon of Type & and: Type] programs shall be based upon the Fede 1
awards expended duIan the tw__ . B - _

{c) Step 2. (1) The” audltor Shall” 1dentlfy Type A programs wh ch aIE
low-rigk. For a Type & program to be considered low-risk, it shall have been
audited as a mejor Program im.ah legst ne of the twe most recent. audit
p=r10d5 (in’ the most: recent audlt.perl '_D the case ofia blennlal audlt)
and;” in the most recent -awdit pery i
under § .510{a}. However, I ‘}N‘ 'I may use judgment and cons;de
audit findings from questioned costs Under § o 510 (a¥43) - and 8§y 0°{a
fraud under § ° .510(a}) (6), apd ;udlt Follow:up for the summary sahedule of
prior audit findings. under: § - . :
from being low-risk. :
5 L5251d)(1), § 0 L .5254d) (2},
follow up; whether any changes

42y NotWithStandlﬂg pa:agraph :
approve z Federal awardiiig agency s’ request’ thdt a Type- B
IEClDlEﬁtS may not pe considered dow-risk. For example, i
for.a large 'Type A program.tg he audited as major each year at’ partlcular
fecipients to zllow.the Pede fagendy to cohply with the Governnmnt N
Management  Reform Aet.of 1594431 U.5.C. 3515). The Federal agency shall.
‘notify the recipient  and, /i nbwn “the auditor at least 1BD days prlor Lo Lhe




ar oo onE oavdiied T DM3's approval.

2l wloone Siscal vea
td; Step 3. ‘1 The auditor shell ladantliyv Type B programs which are
sgh-risk using professionzl judgment and Zhs crizeria in § .525. However,
arougd the auditor select Option 2 under Scep ¢ {paragraph Tey (2) (1) (BY o2

this s2ction), the auditor iS5 not reguired fo identify more high-risk Type B

oDrograms “han the number oI low-risk Type B programs, Bxcept for Knovn
reportable conditions in internal control or compliance problems as discussed
in §___.525(b) (1}, & .525{(b)(2), and §___.525(c) (1}, a single criteria in

§ .525 would s=2ldom zause a Type B program to be considered high-risk.

t2) The auditor is not expected tc perform risk assessmen:ts ot
relacively small Federal programs. Therefore, the auditor is only reguired to
verfsym risk assessmencs on Type B programs that exceed the larger of:

(iy $100, 000 or three-cenths of one percent f.003] of
total Federal awards 2xpended when the auditee has less than or equal to 3100
million in total Federal awards expended.

{ii) 5300, 000 or three-hundredths of one percent (.0003}
of total Federal awards expended when the auditee has more than $300 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 B programs, except the auditor may exclude any .
Type A programs identified as low-risk under Step 2 (paragraph (e} (1} of this
section) .

{2y {i) High-risk Type B programs as identified under
either of the following two options: .

(A} Option 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 (e) (2) (i) (A} does not reguire the auditor to audit wmore
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B} Opticn 2. One high-risk Type B program for
2ach Typ= A program identified as low-risk under Step 2.

(ii) When identifying which high-rigsk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e} {(2) (i) {a) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a period of

time,

{3} Such additional programgs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (f) of this
section. - This paragraph (e) {(3) may reguire the auditor to audit more programg
as major 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 50 percent of total Federal awards expended. If the
auditee meets the criteria in §__ .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggrsgate, encompass at least 25 percent of total

Federal awards expended.

{g) Documentation of risk. The auditor shall document in the working
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wELErs LhE risk anglveig i prossse used In GELEXTRIT.ANG msj:r pzograms,

an' ClET.E"’m lxa[’._ﬂ: R )
The ;auditor’s. judgment
programs shalil be

&

nj Zuditoris Sudament . When the mEior pro
perfiormec and documented in aczordance wit 4
in applying the. risk-bassd approach o determi
JV:Sdm&O correct. Cha lengec by Federal agenci . s2s-through entities
shall 1y be for clearily improper use of the g ce.ln this part. However,
Feaerai agﬂnﬂr_s and pass-througk entities may provide auditors guwaen:e abour
the risk of & particylar Fedsral program and the auvditor shall consider this
guidance Ln détermi 'Dg m&jor qug’ams in guditeE nou yet o

19y Deviation from use of rigk criteriz’. For first-year audits, the
auditor may elect to decermine major programs as .all Type L programe plus. any
Type B programs as necessary tc meet the percentage of  coverage rule discussed
in partagraph (f) of this section. Under this option; the auditor would not be
required to perform the procedures discussed in paragraphs {¢),. (d),. and {e} .
of thig sectlon. '

(1) - P flISt year audit is the first year The entlty is audited
under this part or the first year of & change of’ audwtors T

{2} TG énsure that & frequent change of audltors would not:
preclude audit of high-risk Type B programs, this election for first-year
audits may not be.used by an auditee more than once in every three years.

§ .525 Criteria for Fedéral program risk.

(a) General. The auditor's determination should be based-oﬁ'ah'
overall evaluation. of the.risk of noncompliance occurring which could be
material to the Federal - prog*am The auditor shall use.alditor judgment and

consider criteria, such as described in paragraphs. &), (), -and (d)iOﬁ.thlS
section, to identify risk in Federal programs. 1lsc, as part of the risk..
analysis, the auditor may wish to discuss a.particular Eederal program w1th
auditee management and the Fedsral agency or pass-throigh entityr- &

(b) “urrent'and prior. andit experience. © (1} Weaknesses:in intermal
control cver Federal:programs ‘would indicare higher risk, -iConsideration: e

should be given to the control enmvironment over Federal” programs -and sy
factors as the expectatlon of management*s zdneremnce ©O appllcable laws. and
regulationg and the.provisions of contracts and grant agreements’ and the.
competence and- exper;ence ot - personnel who admlnlster th ‘Federal programs

(1}' A pedernl program admlnlstered under mnltlple
internal control struciures may have hidher risk. Whgn' aESPSEllg'IlSkuln -
large single -audit,»the auditor shall consider whether weaknesses are. isolated
in @ single Dperatlng'unlt le.g., one college campus) -
the entwty 5 . .

{311} When significant parts of & Federai'program ar :
passed through to subreciplents a weak system for mOHltDIlng subrec1p1ents
would indicate.hfgherrrisk,..

5adm“nﬂst=r Federal programs,
should be considered by the audltor in a550551ng r*sk.
modlr;ed computer systems may a1se Wndlcate rlsk

C(z2) Prlor'audlt flndlngs would 1nd1cate hlgher rﬂs? : y
partﬁcu7ar7j when-' ‘tuatlons identified ipn the audit. -findings cou‘d have a
sxgnlflﬁant 1mpact on a‘Feéeral program or have not been corrected




may pe of higher risk than Federal programs receni.v oauditsd a: matiory DYOframs

w.othour gudlc findings.

) Oversiaht exercised pv rFederal agencies and pasg-chrouan entities .

ersight sxercised Dy Federal agenciesg or pags-through enzities could
risk. For esxtampie, recent monitoring or other reviews perlformed oy

ight sntity which disclesed no significant problems wouid indiczate

¥

h

However, monitoring wihich disclosed significant probliems would
igher risk.

123 Federal agsncies, with the concurrence of OMB, may
eral programs which are higher risk. OMB plans to provide this
tion in the compliance supplement.

(d) Inherent risk of the Federal program. (1) The nature of a
Federal program may indicate risk. Consideration should be given to the
complexity of the program and the extent to which the Federal program
zontracts for goods and services. For example, Federal programs that disburse
funds through third party c¢ontracts or have eligibility criteria may be of
higher risk. Federal vrograms primarily involving staff payroll costs may
have a high-rigsk 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 Pederal program with new
or interim regulations may have higher risk than an established program with
time-tested regularions., Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may incrzase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last years that
an auditee participates in a Pederal program, the risk may be higher due to
start-up or clossout of program activities and staff.

{4) Type B programs with larger Federal awards expendsd would
be of higher risk than programs with substantially smaller Federal awards
axpended . :

§ .530 Criterlia for a low-risk auditee.

An zuditee which meets all of the following ceonditions for each of the
preceding two years {or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with § .520:

{a} Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not dualify as a low-risk auditee, unless agreesd to in agdvance by the
cognizant or oversight agency for audit.

(D) The auditor's opinions on the financial statements and the
scheduls of expenditures of Federal awards were ungualified. However, the
cognizant or oversight agency for audit may judge that an opinion
gqualification 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 reguirements of GAGAS. BHowever,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide
a waliver.
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gramsz nas audit findings Iro
TWL YESTE 0Y, LI: The cazse
ir. whiZI Thiey were o_agglf:
[l In-ernal conire: aefzcrenclies whizh were igentified z=
material weakniesses;
iz Roncomp: ignce with the provisions of :WE, TE&gUlETions,
d i L3

[=]
oL or the TyvDe k

Zob have &

COnLIEcLE,
progran; or

12y ¥nown or l1ikely guestioned cosTe that exceed five psrcent
of the Totzl Federal awards expended for a Type 2 program during the year.

Appencix L o Part - Data Ccllection Form [Form SF-SAC)
{insert SF-SAC after finalized]
Lppendix B to Part - Circular R-133 Tompliance Supplement
Note: Provisiomasl OMB Circular 2-123 Compliance Supplemsnt i available

fronm the Qfifice of hdministration, Publications Offiice, room 2200, New
Executive Office Building, Washingteon, DC 20503.




ATTACHMENT “F”



Health information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement”) is made and entergd as of Qctober 1

2009 by and between foop FinloeYls, e .. a_(ady ) F

[corporatlon partpershiprdbal, whose business addressis: _ S¢2Y A-tla, Ao e .

; gnz? & ot CHA- AU 1] (hereinafter referred to as “Business Associate”),
and the CHY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or
*Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and
related services; and

WHEREAS, in the course of providing health care and related services the City obtains
protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 ("HIPAA”"} and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this
Agreement, the parties agree as follows: '

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

~a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Asscciate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate's compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information refated to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE,

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Asscciate may disciose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)}{(2)(i)(B).

Business Associate may use protected health information to report violations of [aw to
appropriate federal and state authorities, consistent with § 164.502()(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate's use or disclosure of protected heaith information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’'s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION,

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity’'s knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the
Secretary.

c. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health

information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business

Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the

protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.

-—k

ATTACHMENT F
PAGE 3 of 5 PAGES




10.

11.

12.

13.

14.

MISCELL ANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hoid City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’'s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. if it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney's fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD_PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

{Name of Business Associate)

a /:006{’ F}Tﬁ!cf’e/‘s’, IMC«

{corporation, partnership, individuat)

11-23 éooq M%/ Loty

(person legally allowed to bind organization)

Title: /(;/'/;uz.‘/'

Ay 23 2009 By: %;%za b fHeresy

(5erson legally allowed to bind organization)
Title: Féa,mcéem/ i rector

CITY OF LONG BEACH, a municipal corporation

, 20 By:

City Manager or designee
‘City”

The foregoing Agreement is hereby approved as to form this Q-.?M‘Z day of
ecembe.  20CA.

ROBERT E. SHANNON,

City Attorney gf esig%
By: NN s
Deputy
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT
THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement”) is made and entered as of October 1
2009 by and between o0 (WO EES, NC. a

[corporation, partnership-dbal, whose business address is: Y2 Y ,4,7‘{4\.\.:6.«,«. - |
. A 72§02 (hereinafter referred to as Busmess Assomate)
and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a muttitude of health care and
related services; and

WHEREAS, in the course of providing health care and related services the City obtains
protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 ("HIPAA™) and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.
NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by {aw.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’'s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’'s request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’'s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disciosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate. _

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(()(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected-heaith information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate's capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected heaith information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obiigations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and loca! governmental authorities.
ENTIRE _AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City") harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’'s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’'s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. [f it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. |[If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney's fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Bivd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever flrst
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subseguent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a_fond Buder<s, Tye,

corporatlon partnersﬁsp, individual)

N

(person legally afiowed to bind organization)

Title: r\)m S \devrt'

N 43, ,2009 By: Wm tuW‘&lMA/

{person legally allowed to bind organization)

Title: loumd EY‘/DPI !"ccjt'bf‘

CITY OF LONG BEACH, a municipal corporation

‘ Assistant City MQBaGSE msuanT
(Z?O 2009 By: ém/_* Tosecno‘;um o

C@/}Aanager or designee  THE GITY GHARTER
1 it 13

The foregowent is hereby approved as to form this 123 day of
De 20 0/ .

ROBERT E. SHANNON,
City Attorney or designee

Deputy -
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment. -

. The recipient of Federal assistance funds shall provide immediate written notice to the

person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily exciuded,” as used in this clause, have the meanings set out in the

Definitions and Coverage sections of rules implementing Executive Order 12549.

. The recipient of Federal assistance funds agrees by submitting this document that it shall

not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, uniess authorized by the departmental or agency with which this transaction
originated.

. The recipient of Federal assistance funds further agrees by submitting this document that it

will include the clause titied “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

. A participant in a covered transaction may rely upon a certification of participant in a lower

tier covered transaction that it is not debarred, suspended, ineligible, or voluntarity
excluded from the covered transaction, unless it knows that the certification is erroneous,,
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in 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, deciared 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 ceriification, such participants shall attach an explanation to this
document. '

Agreement Number: Contract Agency:

Name and Title of Authorized Representative:

/MW [-23-0F

Signature

Date
Fh s s m&cw /N -38-0F
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeies County code Chapter 2.160 (ordinance 83-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is famitiar 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 immediatety terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Depariment of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regutations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL "Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the ianguage of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered info. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency:

N and_ it?\uthorized Representative:

12309

Signature Date

Milens € Wocer  Msv 23, 2027
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