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SHELTER PLUS CARE CONTRACT

32784
THIS SHELTER PLUS CARE CONTRACT (this "Contract") is made and

entered into, in duplicate, as of August 16, 2012 for reference purposes only, pursuant to

a minute order adopted by the City Council of the City of Long Beach at its meeting on

August 9, 2011, by and between MENTAL HEALTH AMERICA OF LOS ANGELES, a

California nonprofit corporation ("Organization"), with offices located at 100 W. Broadway,

Suite 5010, Long Beach, California 90802, and the CITY OF LONG BEACH, a municipal

corporation ("City").

WHEREAS, the City received Grant No. CA1132C9D0611 00 (the "Grant")

from the U.S. Department of Housing and Urban Development ("HUD") Shelter Plus Care

Program (the "Grant Agreement"); and

WHEREAS, the City and Organization desire to complete the work required

by the Grant and enter into this Shelter Plus Care Contract for that purpose; 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

NOW, THEREFORE, in consideration of the terms and conditions

contained herein, the parties agree as follows:

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

incorporated herein by this reference. Organization shall comply fully with the terms of

the Grant.

Section 2.

28

A. Organization shall perform or cause to be performed work in

accordance with the terms of the Grant Agreement, Attachment "A" entitled

"Scope of Work", Attachment "B" entitled "Compliance with Federal Regulations",

Attachment "C" entitled "Office of Management and Budget ("OMB") Circular A-

110", Attachment "0" entitled "OMB Circular A-122", Attachment "E" entitled

1
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"OMB Circular A-133", Attachment "F" entitled "Health Information in Compliance

with the Health Insurance Portability and Accountability Act of 1996 (HIPAA) and

the Health Information Technology for Economic and Clinical Health Act

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

"Certification Regarding Debarment, Attachment "H" entitled "Certification

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

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

been separately provided to Organization and are incorporated by this reference.

B. Organization shall be responsible for adherence to all

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

limited to the OMB Circulars, Code of Federal Regulations, United States Codes,

City of Long Beach Grants Monitoring Guidelines, this Contract, the Grant

Agreement, the Request for Proposal ("RFP") and Organization's proposal in

response to the RFP. In addition to and without in any way limiting the

foregoing, Organization shall comply with all laws and regulations set forth in 24

CFR Part 582.

Section 3. The term of this Contract shall commence at midnight on

August 15, 2012, and, unless sooner terminated as provided herein, shall terminate at

11:59 p.m. on August 14, 2018.

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

available to continue the services identified in this Contract.

B. Total rental assistance and supportive services to be

provided under this Contract shall not exceed Four Hundred Eleven Thousand

One Hundred Thirty Dollars ($411,130) in Grant funds over the term of this

Contract. The City's obligation herein is contingent upon the City's receipt of

Grant funds from HUD.
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C. No later than thirty (30) days after the completion of each

twelve-month period ("Operational Year") during the term of this Contract,

Organization shall submit to the City an APR certified by one of Organization's

officers or by its Executive Director.

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 or HUD reveals that

Organization has not used these grant funds for the purposes and on the

conditions stated in this Contract, then Organization covenants, agrees to and

shall immediately repay all or that portion of the grant funds which were

improperly used. If Organization is unable to repay all or that portion of the grant

funds, then the City will terminate all activities of Organization under this

Contract and pursue appropriate legal action to collect the funds. Alternatively,

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

continue to withhold such funds equal to the amount of improperly used grant

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

improperly used.

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
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the program funded by this Contract, including by way of example but not limited

to, case files, program files, policies and procedures. Organization shall provide

all reports, documents or information requested by the City within three (3) days

after receipt of a written or oral request from a City representative, unless a

longer period of time is otherwise expressly stated by the representative.

C. Organization shall comply with HUD's Homeless

Management Information System (HIMIS) requirements and ensure full

participation in the City's HMIS. Organizations that provide domestic violence

and legal services have been permitted by HUD to use a comparable database

to capture required data elements that comply with HMIS data and HUD

reporting requirements.

D. If Organization spends Five Hundred Thousand Dollars

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

shall submit an audit report to the City in accordance with 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 Five Hundred Thousand

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

the audited financial statement is required.

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, HIV Status, 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
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transfer; recruitment or recruitment advertising; layoff or termination; rates of pay

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

apprenticeship.

B. Organization shall permit access by the City or any other

agency of the County, State or Federal governments to Organization's records of

employment, employment advertisements, application forms and other pertinent

data and records for the purpose of investigation to ascertain compliance with

the fair employment practices provisions of this Contract.

Section 7.

A. In performing services hereunder, Organization is and shall

act as an independent contractor and not as an employee, representative, or

agent of the City. Organization's obligations to and authority from the City are

solely as prescribed in this Contract. Organization expressly warrants that it will

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

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

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

any authority to bind the City for any purpose.

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

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

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

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

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

rights, benefits or privileges of City employees.

Section 8. This Contract contemplates the personal services of

Organization and Organization's employees. Organization shall not delegate its duties or

assign its rights under this Contract, or any interest in it or any portion of it, 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 the attempted
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1 assignment or delegation.

Section 9. Organization shall indemnify and hold harmless the City, its

Boards, Commissions, and their officials, employees and agents (collectively in this

Section "City") against any and all liability, claims, demands, damage, causes of action,

proceedings, penalties, loss, costs, and expenses (including attorney's fees, court costs,

and expert and witness fees) (collectively "Claims" or individually "Claim") arising, directly

or indirectly, out of any negligent act or omission of Organization, its officers, employees,

agents, subcontractors or anyone under Organization's control (collectively "Indemnitor"),

breach of this Contract by Organization, misrepresentation or willful misconduct by

Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers'

compensation. Independent of the duty to indemnify and as a free-standing duty on the

part of Organization, Organization shall defend the City and shall continue such defense

until the Claim is resolved, whether by settlement, judgment or otherwise. Organization

shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify

Organization of any Claim, shall tender the defense of the 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 for the duration of this Contract the following insurance and bond

against claims for injuries to persons or damage to property that may arise from

or in connection with the performance of this Contract by Organization, its

agents, representatives, employees, volunteers or subcontractors.

(1) Commercial general liability insurance (equivalent in

scope to ISO form CG 00 01 11 85 or CG 00 01 11 88) in an amount not

less than One Million Dollars ($1,000,000) per occurrence and Two Million

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

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

contractors liability, and products and completed operations liability. The

6
LT:bgA12-01746
L:\AppsIClyLaw32IWPDocsID021 IP016100340514. DOC



1

2

3

4

5

6

7

8

9

10

11
>,'->-(1)0wc..Q

12zoLL"<t
O::~:E~
o >,~ "<t

131- .•..• -N
~O"Eg
>-z-~oI-O~Ol 14oz::1«ZOOW IXlI«c.c 15I-I(1)ULL(/)(I)(1)
ou.i8~
WI-t)O: 1600:: (I)c
-wsoLLIXl -lLLO(V) 170o::~

18

19

20

21

22

23

24

25

26

27

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

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

(4) Professional liability or errors and omissions insurance in

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

(5) Commercial automobile liability insurance (equivalent in

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

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

combined single limit per accident.

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

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

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

safeguard the proper handling of funds by employees, agents or

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

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

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

Organization's Commercial General Liability insurance shall not exclude coverage 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

28 of the City's Risk Manager that Organization has no exposure, that the coverage is

7

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

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

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

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

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

and Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.
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unavailable, or that the coverage is unaffordable. If a request for a waiver is desired,

Organization must submit a signed document on Organization's letterhead to the Director

of the City's Department of Health and Human Services, who will forward it to the City's

Risk Manager, providing reasons why the insurance coverage should be waived.

Waivers will be considered on a case by case basis.

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

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

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

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

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

retention or deductible provisions. Each insurance policy shall be endorsed to

state that coverage shall not be reduced, non-renewed, or canceled except after

thirty (30) days prior written notice to the City, and shall be primary and not

contributing to any other insurance or self-insurance maintained by the City.

Organization shall notify the City in writing within five (5) days after any

insurance required herein has been voided by the insurer or cancelled by the

insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

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

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

Organization shall deliver to the City certificates of insurance and required

endorsements for approval as to sufficiency and form. The certificate and

endorsements for each insurance policy shall contain the original signature of a

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

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

furnish to the City certificates of insurance and endorsements evidencing
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renewal of the insurance. The City reserves the right to require complete

certified copies of all policies of Organization and Organization's contractors and

subcontractors, at any time. Organization shall make available to the City's Risk

Manager or his/her designee during normal business hours all books, records

and other information relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

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

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

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

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

sole opinion, the amount, scope, or types of coverages 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 provide reports as required by the City

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

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

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

for services pursuant to 24 CFR Part 582, and except as described in Section

11.C. below, Organization shall not:

1. Represent that it is, or may be deemed to be, a

religious or denominational institution or organization or an organization

operated for religious purposes that is supervised or controlled by or in

connection with a religious or denominational institution or organization.

2. In connection with costs of services hereunder, engage

in the following conduct:

9
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(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

or related supportive services only on the basis of religion and will

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

religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings;

3. In the portion of the facility used for services assisted in

whole or in part under this Contract or in which services are provided that

are assisted under this Contract, contain sectarian religious symbols or

decorations.

C. Organizations that are religious or faith-based are eligible,

on the same basis as any other organization, to participate in the Shelter Plus

Care program. However, an organization that participates in a HUD funded

program shall comply with the following provisions if it is deemed to be a

religious or faith-based organization.

1. Organization may not engage in inherently religious

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

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

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

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

of the HUD funded programs or services.

2. A religious or faith-based organization will retain its

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

10
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continue to carry out its mission, including the definition, practice, and

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

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

religious instruction, or proselytization.

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

facilities to provide HUD funded services, without removing religious art,

icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority

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

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

include religious references in its organization's mission statements and

other governing documents.

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

providing program assistance, discriminate against a program beneficiary or

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

4. HUD funds may not be used for the acquisition,

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

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

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

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

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

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

rehabilitation that are attributable to eligible activities in accordance with the

cost accounting requirements applicable to HUD funds herein. Sanctuaries,

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

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

improvements. Disposition of real property after the term of the grant, or
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any change in use of the property during the term of the grant, is subject to

government-wide regulations governing real property dispositions.

D. 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 from time to time may be

promulgated byHUD.

E. Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment "G".

F. Organization shall execute a Certification Regarding

Lobbying in the form shown on 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 Organization's budget and

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

Section 14. All notices given under this Contract shall be in writing and

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

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

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

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

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

3 same manner as stated for other notices.

4 Section 15. The City Manager or hislher designee is authorized to

administer this Contract and all related matters, and any decision of the City Manager or

hislher designee in connection with this Contract shall be final.

Section 16. Either party shall have the right to terminate this Contract at

any time for any reason by giving ninety (90) days prior notice of termination to the other

party. 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.

Section 18. 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 19. 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 20. 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 21. In the event of any conflict or ambiguity between this Contract

and one or more attachments, the provisions of this Contract shall govern.
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IN WITNESS WHEREOF, the parties have executed this document with all

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

---:l-2----1!~¥----,2012,P

MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofit

;~~
~qVI /rr»:

Type or Print Name
__________ , 2012 By _

Secretary

Type or Print Name

"Organization"

LONG BEACH, a municipal'

Assistant City Man<;Jger1------___________ , 2012 By__ ...:...........t.+- _

City ManagelxECUTEDPURSUANT
TO SECTION 301 OF

"City" THE CITYCHARTER.

Approved as to form on GJ-i--i-It..L/_'i> , 2012.1/

ROBERTE.S~

By -------\-------::;;,.L-----
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City of Long Beach - Shelter Plus Care Program
2011 SPC

Scope of Work

Agency: Mental Health America of Los Angeles SPC11

HUD Grant: CA 1132C9D0611 00 CLB Contract:

Program Objective: The Shelter Plus Care New Project as proposed for the Permanent
Housing Bonus will provide permanent housing to homeless individuals disabled by serious
mental illness. Tenant-based Rental Assistance provides an opportunity for self determination
along with structure and support to help individuals integrate into community housing. The
project will provide eight total units of studio/efficiency type apartments. Supportive Services,
provided by MHA's Homeless Assistance Program will consist of street outreach, case
management, life skills, mental health and health services, employment placement and
transportation. The project will benefit from a new Homeless Innovations Project that
integrates mental health, physical health and substance abuse recovery services.

Outcomes/Performance Measures

Universe # Taraet # Target %

Persons remaining in permanent housing as

1
of the end of the operating year or exiting to

8 6 75%
permanent housing (subsidized or
unsubsidized) during the operating year.

Persons age 18 and older who maintained or

3
increased their total income (from all

8 4 50%
sources) as of the end of the operating year
or program exit.

4
Program Participants have increase in

8 1 13%
educational/vocational skills at exit.

5 HMIS Data Quality: Reduce Null data values 80 4 5%

Note: Universe number reflects project participant chart PIT
HMIS - Universe number is established by mUltiplying the number of adult (in families and singles) and children as program
participants x 10 data elements for each client record.
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EXHIBIT 1

Codified Shelter Plus Care Program Regulation

S+C is subject to the changes made by
the Homeless Definition Rule that is at
the end of this Rule.

24 CFRCh. V (4-1-09 Edition)

Subpart D-Program Requirements

582.300 General operation.
582.305 Housing quality standards; rent

reasonableness.
582.310 Resident rent.
582.315 Occupancy agreements.
582.320 Termination of assistance to

participants.
582.325 Outreach activities.
582.330 Nondiscrimination and equal

opportunity requirements.
582.335 Displacement, relocation, and real

property acquisition.
582.340 other Federal requirements.

Subpart E-Administration
582.400 Grant agreement.
582.405 Program changes.
582.410 Obligation and deobligation of funds.

AUTHORITY: 42 U.S.c. 3535(d) and 11403·
11407b.

SOURCE: 58 FR 13892, Mar. 15, 1993, unless
otherwise noted.

PART 582-SHELTER PLUS CARE
Subpart A-General

Subpart A-General
§ 582.1 Purpose and scope.

(a) General. The Shelter Plus Care program
(S+C) is authorized by title IV, subtitle F, of the
Stewart B. McKinney HomelessAssistance Act
(the McKinney Act) (42 U.S.c. 11403- 11407b).
S+C is designed to link rental assistance to
supportive services for hard-to-serve homeless
persons with disabilities (primarily those who
are seriously mentally ill; have chronic problems
with alcohol, drugs, or both; or have acquired
immunodeficiency syndrome (AIDS) and related
diseases) and their families. The program
provides grants to be used for rental assistance
for permanent housing for homeless persons
with disabilities. Rental assistancegrants must
be matched in the aggregate by supportive
services that are equal in value to the amount
of rental assistance and appropriate to the
needs of the population to be served. Recipients
are chosen on a competitive basis nationwide.

(b) Components. Rental assistance is
provided through four components described in
§ 582.100. Applicants may apply for assistance
under anyone of the four components, or a
combination.
[58 FR 13892, MiJr. 15, 1993. as amended al b l fR 51169, Sept. 30,
1996J

Sec.
582.1 Purpose and scope
582.5 Definitions ..

Subpart B-Assistance Provided

582.100 Program component descriptions.
582.105 Rental assistance amounts and payments.
582.110 IYlatching requirements.
582.115 Limitations on assistance.
582.120 Consolidated plan.

Subpart C-Application and Grant Award

582.200 Application and grant award.
582.230 Environmental review
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Ofc, of Asst. Secy., Comm, Planning, Develop., HUD

§ 582.5 Definitions.

The terms Fair Market Rent (FlvlR), HUD,
Public Housing Agency (PHA), Indian I-lousing
Authority (IHA), and Secretary are defined in 24
CFR part 5,

As used in this part:
Acquired immunodeficiency syndrome

(AIDS) and related diseases has the meaning
given in section 853 of the AIDS Housing
Opportunity Act (42 USc. 12902).

Applicant has the meaning given in section
462 of the McKinney Act (42 U.S.c. 11403g).

Eligible person means a homeless person
with disabilities (primarily persons who are
seriously mentally ill; have chronic problems
with alcohol, drugs, or both; or have AIDS and
related diseases) and, if also homeless, the
family of such a person. To be eligible for
assistance, persons must be very low income,
except that low-income individuals may be
assisted under the SRO component in
accordance with 24 CFR 813.105(b).

Homeless or homeless individual has the
meaning given in section 103 of the McKinney
Act (42 U.S.c. 11302).

Indian tribe has the meaning given in
section 102 of the Housing and Community
Development Act of 1974 (42 U.s.c. 5302).

Low-income means an annual income not in
excess of 80 percent of the median income for
the area, as determined by HUD. HUD may
establish income limits higher or lower than 80
percent of the median income for the area on
the basis of its finding that such variations are
necessary because of the prevailing levels of
construction costs or unusually high or low
family incomes.

Nonprofit organization has the meaning
given in section 104 of the Cranston-Gonzalez
National Affordable Housing Act (42 U.s.c.
12704). The term nonprofit organization also
includes a community mental health center
established as a public nonprofit organization.

Participant means an eligible person who
has been selected to participate in s+c.

Person with disabifities means a household
composed of one or more persons at least one
of whom is an adult who has a disability.

,,"W\I'. hud,goy

§ 582.5

(1) A person shall be considered to have a
disability if such person has a physical, mental,
or emotional impairment which is expected to
be of long-continued and indefinite duration;
substantially impedes his or her ability to live
independently; and is of such a nature that such
ability could be improved by more suitable
housinq conditions.

(2) - A person will also be considered to
have a disability if he or she has a
developmental disability, which is a severe,
chronic disability that-

(I) Is attributable to a mental or physical
impairment or combination of mental and
physical impairments; ,

(ll) Is manifested before the person attains
age 22;

(iii) Is likely to continue indefinitely;
(iv) Results in substantial functional

limitations in three or more of the following
areas of major life activity:

(A) Self-care;
(8) Receptive and expressive language;
(C) Learning;
(D) Mobility;
(E) Self-direction;
(F) Capacity for independent living; and
(G) Economic self-sufficiency; and
(v) Reflects the person's need for a

combination and sequence of special,
interdisciplinary, or generic care, treatment, or
other services which are of lifelong or extended
duration and are individually planned and
coordinated.

(3) Notwithstanding the preceding
provisions of this definition, the term person
with disabilities includes, except in the case of
the SRO component, two or more persons with
disabilities living together, one or more such
persons living with another person who is
determined to be important to their care or
well-being, and the surviving member or
members of any household described in the first
sentence of this definition who were living, in a
unit assisted under this part, with the deceased
member of the household at the time of his or
her death. (In any event, with respect to the
surviving member or members of a household,
the right to rental assistance under this part will
terminate at the end of the grant period

espanol.hud.gov

AIT ACHMENT : B. '
2. lCf 'PAGE OF t PAGES



,
I § 582.100

under which the deceased member was a
pa rtici pant.)

Recipient means an applicant approved to
receive a S+C grant.

Seriously mentally ill has the meaning given
in section 462 of the fvlcKinney Act (42 U.S.c.
11403g),

Single room occupancy (SRO) housing
means a unit for occupancy by one person,
which need not but may contain food
preparation or sanitary facilities, or both,

Sponsor means a nonprofit organization
which owns or leases dwelling units and has
contracts with a recipient to make such units
available to eligible homeless persons and
receives rental assistance payments under the
SRA component.

State has the meaning given in section 462
of the McKinney Act (42 U.S.c. 11403g),
Supportive service provider, or service provider,
means a person or organization licensed or
otherwise qualified to provide supportive
services, either for profit or not for profit.

Supportive services means assistance that-
(1) Addresses the special needs of eligible

persons; and
(2) Provides appropriate services or assists

such persons in obtaining appropriate services,
including health care, mental health treatment,
alcohol and other substance abuse services,
child care services, case management services,
counseling, supervision, education, job training,
and other services essential for achieving and
maintaining independent living,
(Inpatient acute hospital care does not qualify
as a supportive service.).

Unit of general local government has the
meaning given in section 102 of the Housing
and Community Development Act of 1974 (42
u.s.c. 5302),

Very low-income means an annual income
not in excess of 50 percent of the median
income for the area, as determined by HUD,
with adjustments for smaller and larger families.
HUD may establish income limits higher or lower
than 50 percent of the median income for the
area on the basis of its finding that such
variations are

www.hud.gov

24 CFRCh, V (4-1-09 Edition)

necessary because of unusually high or low
fami/I' incomes.
[61 FR 51169. Sept. 30, 1996; 62 FR 13539, Mar. 21, 1997J

Subpart B-Assistance Provided

§ 582.100 Program component descriptions.

(a) Tenant-based rental assistance (TRA) ,
Tenant-based rental assistance provides grants
for rental assistance which permit participants
to choose housing of an appropriate size in
which to reside, Participants retain the rental
assistance if they move, Where necessary to
facilitate the coordination of supportive services,
grant recipients may require partidpants to live
in a specific area for their entire period of
participation or in a specific structure for the
first year arid in a specific area for the
remainder of their period of participation,
Recipients may not define the area in a way
that violates the Fair Housing Act or the
Rehabilitation Act of 1973, The term of the
grant between HUD and the grant recipient for
TRA is five years, .

(b) Project-based rental assistance (PRA),
Project-based rental assistance provides grants
for rental assistance to the owner of an existing
structure, where the owner agrees to lease the
subsidized units to participants, Participants do
not retain rental assistance if they move, Rental
subsidies are provided to the owner for a period
of either Five or ten years, To qualify for ten
years of rental subsidies, the owner must
complete at least $3,000 of eligible
rehabilitation for each unit (including the unit's
prorated share of work to be accomplished on
common areas or systems), to make the
structure decent, safe and sanitary. This
rehabilitation must be completed with in 12
months of the grant award.

(c) Sponsor-based rental assistance (SRA).
Sponsor-based rental assistance provides grants
for rental assistance through contracts between
the grant recipient and sponsor organizations. A
sponsor may be a private, nonprofit
organization or a community mental health
aqency established as a public nonprofit
o~ganization, Participants reside in housing
owned or leased by

espanol.hud.gov



Ofc. of Asst. Secy., Comm. Planning, Develop., HUD

the sponsor, The term of the grant: between
HUD and the grant recipient for SRA ISfive
years.

(d) Hoderate I'ehabilltation for single room
occupancy dwellings (SRO), (1) The SRO
component provides grants for rental assistance
in connection with the moderate I'eliabilitation
of single room occupancy housing units.
Resources to initially fund the cost of
rehabilitating the dwellings must be obtained
from other sources. However, the rental
assistance Covers operating expenses of the
rehabilitated SRO units occupied by homeless
persons, including debt service to retire the cost
of the moderate rehabilitation over a ten-year
period.

(2) SRO housing must be in need of
moderate rehabilitation and must meet the
requirements of 24 CFR 882.803(a). Costs
associated with rehabilitation of common areas
may be included in the calculation of the cost
for assisted units based on the Proportion of the
number of units to be assisted under this part to
the total number of units.

(3) SRO assistance may also be used for
efficlencv units selected for rehabilitation under
this program, but the gross rent (contract rent
plus any utility allowance) for those units will be
no higher than for SRO units ·(i.e., 75 percent of
the O-bedroom Moderate Rehabilitation Fair
Market Rent).

(4) The requirements regarding
maintenance, operation, and inspections
described in 24 CFR882.806(b)(4) and
882.808(n) must be met.

(5) Governing regulations. Except where
there is a conflict with any requirement under
this part or where specifically provided, the SRO
component will be governed by the regulations
set forth in 24 CFR part 882, subpart H.

§ 582.105 Rental assistance amounts and
payments.
(a) Eligible activity. S+C grants may be

used for providing rental assistance for housing
occupied by participants in the program and
administrative costs as provided for in
paragraph (e) of this section, except that the
housing may not be currently receiving Federal
funding for rental assistance or operating costs
under other HUD programs. Recipients may
design a housinq

§ 582.105

proorarn that includes a range of housing types
with differing levels of supportive services.
Rental assistance may include security deposits
on units in an amount up to one month's rent,

(b) Amount of the grant. The amount of
the grant is based on the number and size of
units proposed by the applicant to be assisted
over the grant period. The grant amount is
calculated by multiplying the number of units
proposed times the applicable Fair Market Rent
(FMR) of each unit times the term of the gr·ant.

(c) Payment of grant. (1) The grant
amount will be reserved for rental assistance
over the grant period. An applicant's grant
request is an estimate of the amount needed for
rental assistance. Recipients will make draws
from the reserved amount to pay the actual
costs of rental assistance for program
participants. For TRA, on demonstration of
need, up to 25 percent of the total rental
assistance awarded may be spent in anyone of
the five years, or a higher percentage if
approved by HUD, where the applicant provides
evidence satisfactory to HUD that it is finanCially
committed to providing the housing assistance
described in the application for the full Ave-year
period.

(2) A recipient must serve at least as many
participants as shown in its application. Where
the grant amount reserved for rental assistance
over the grant period exceeds the amount that
will be needed to pay the actual costs of rental
assistance, due to such factor as contract rents
being lower than FMRs and participants are
being able to pay a portion of the rent,
recipients may use the remaining funds fOI' the
costs of administering the housing assistance,
as described in paragraph (e) of this section, for
damage to property, as described in paragraph
(f) of this section, for covering the costs of rent
increases, or for serving a great number of
participants,

(d) Vacancies. (1) If a unit assisted under
this part is vacated before the expiration of the
occupancy agreement describecf in § 582.315 of
this part, the assistance for the unit may
continue for a maximum of 30 days from the
end of the month in which the unit was vacated,
unless occupied by another eligible person. No
additional aSSistance

(·spallol,huJ.go\' Pave x
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§ 582.110

will be paid until the unit is occupied by another
eligible person.

(2) As used in this paragraph (d), the term
"vacate" does not include brief periods of
inpatient care, not to exceed 90 days for each
occurrence.

(e) Administrative costs. (1) Up to eight
percent of the grant amount may be used to
pay the costs of administering the housing
assistance. Recipients may contract with
another entity approved b)1 HUD to administer
the housing assistance.

(2) Eligible administrative activities include
processing rental payments to landlords,
examining participant income and family
composition, providing housing information and
assistance, inspecting units for compliance with
housing quality standards, and receiving into
the program new participants. This
administrative allowance does not include the
cost of administering the supportive services or
the grant (e.g., costs of preparing the
application, reports or audits required by HUD),
which are not eligible activities under a S+C
grant.

(f) Property damage. Recipients may use
grant funds in an amount up to one month's
rent to pay for any damage to housing due to
the action of a participant.
[58 FR 13892, Mar. 15, 1993, as amended at 61 FR 51170, Sept. 30,
1996)

§ 582.110 Matching requirements.

(a) Matching rental assistance with
supportive services. (1) To qualify for rental
assistance grants, an applicant must certify that
it will provide or ensure the provision of
supportive services, including funding the
services itself if the planned resources do not
become available for any reason, appropriate to
the needs of the population being served, and
at least equal in value to the aggregate amount
of rental assistance funded by HUD. The
supportive services may be newly created for
the program or already in operation, and may
be provided or funded by other Federal, State,
local, or private programs in accordance with 42
U.s.c. 11403b. This statute provides that a
recipient may use funds from any source,
including any other Federal source (but
excluding the specific statutory subtitle from
which S+C

www.hud.ur»
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funds are provided), as well as State, local, and
private sources, provided that funds from the
other source are not statutorily prohibited to be
used as a match.

(2) Only services that are provided after
the execution of the grant agreement may
count toward the match.

(3) It is the responsibility of the recipient to
ensure that any funds or services used to satisfy
the matching requirements of this section are
eligible under the laws governing the funds or
services to be used as matching funds or
services for a grant awarded under this
program.

(b) Availability to participants. Recipients
must give reasonable assurances that
supportive services will be available to
participants for the entire term of the rental
assistance. The value of the services provided to
a participant, however, does not have to equal
the amount of rental assistance provided that
participant, nor does the value have to be equal
to the amount of rental assistance on a
year-to-year basis.

(c) Calculating the value of supportive
services. In calculating the amount of the
matching supportive services, applicants may
count:

(1) Salaries paid to staff of the recipient to
provide supportive services to S+C participants;

(2) The value of supportive services
provided by other persons or organizations to
S+C participants;

(3) The value of time and services
contributed by volunteers at the rate of $10.00
an hour, except for donated professional
services which may be counted at the
customary charge for the service provided
(professional services are services ordinarily
performed by donors for payment, such as the
services of health proresslonals, that are
equivalent to the services they provide in their
occu pations);

(4) The value of any lease on a bu i1ding
used for the provision of supportive services,
provided the value included in the match is no
more than the prorated share used for the
program; and

(5) The cost of outreach activities, as
described in § 582 .325( a) of this part.
[58 FR 13892, Mar. 15, J993, as amended ilt 73 FR 75325, Dec. 11,
2008)

cspunol.hud.gov Page 4
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§ 582.115 Limitations on assistance.

(a) Current occupants, Current occupants
of the real property are not eligible fOI'
assistance under this part. However, as
described in § 582.335, persons displaced as a
direct result of acquisition, rehabilitation, or
clemolltion for a project under the S+C program
are eligible for and must be provided relocation
assistance at Uniform Relocation Act levels.

(b) Amount of assistance provided within a
jurisdiction. HUD will limit the amount of
assistance provided within the jurisdiction of
anyone unit of local government to no more
than 10 percent of the amount available,

(c) Faith-based activities. (1) Organizations
that are religious or faith-based are eligible, on
the same basis as any other organization, to
participate in the S+C program. Neither the
Federal government nor a State or local
government receiving funds under S+C
programs shall discriminate against an
organization on the basis of the organization's
religious Character or affiliation,

(2) Organizations that are directly funded
under the S+C program may not engage in
inherently religious activities, such as worship,
religious instruction, or proselytization as part of
the programs or services funded under this part.
If an organization conducts such activities, the
activities must be offered separately, in time or
location, from the programs or services funded
under this part, and participation must be
voluntary for the beneficiaries of the
HUD-funded programs or services,

(3) A religious organization that
participates in the S+C program will retain its
independence from Federal, State, and local
governments, and may continue to carry out its
mission, including the definition, practice and
expression of its religious beliefs, provided that
it does not use direct S+C funds to support any
inherently religious activities, such as worship,
religious instruction, or proselytization. Among
other things, faith-based organizations may use
space in their facilities to provide S+C-funded
services, without removing religious art, icons,
scriptures, or other religious symbols, In
addition, an S+C-funded religious organization
retains its authority over

§ 582.,120

its internal governance, and it may retain
relioious terms in its organization's name, select
its board members on a religious basis, and
include religious references in its organization's
mission statements and other governing
documents.

(4) An organization that participates in the
S+C proprarn shall not, in providing program
assistance, discriminate against a program
beneftclarv or prospective program beneficiary
on the basis of religion or religious belief.

(5) If a State or local government
voluntarily contributes Its own funds to
supplement federally funded activities, the State
01' local government has the option to segregate
the Federal funds or commingle them, However,
if the funds are commingled, this section applies
to all of the commingled funds,

(d) Maintenance of effort. No assistance
received under this part (or any State or local
government funds used to supplement this
assistance) may be used to replace funds
provided under any State or local government
assistance programs previously used, or
designated for use, to assist persons with
disabilities, homeless persons, or homeless
persons with disabilities.
r58 FR 13892, Mar. 15, 1993, as amended at 68 FR 56407, Sept. 3D,
2003J

§ 582.120 Consolidated plan.

ea) Applicants that are States or units of
general local government. The applicant must
have a HUD-approved complete or abbreviated
consolidated plan, in accordance with 24 CFR
part 91, and must submit a certification that the
application for funding is consistent with the
HUD-approved consolidated plan. Funded
applicants must certify in a grant agreement
that they are following the HUD-approved
consolidated plan. If the applicant is a State,
and the project will be located in a unit of
general local government that is required to
have, or has, a complete consolidated plan, or
that is applying for Shelter Plus Care assistance
under the same Notice of Fund Availability
(NOFA) and will have an abbreviated
consolidated plan with respect to that
application, the State also must submit a
certification by the unit of general local
government that the State's application is
consistent with the unit
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§ 582.200

of general local government's HUD-approved
consolidated plan.

(b) Applicants that are not States or units
of general local government. The applicant must
submit a certification by the jurisdiction in which
the proposed project will be located that the
jurisdiction is following its HUD-approved
consolidated plan and the applicant's application
For funding is consistent with the jurisdiction's
HUD-approved consolidated plan. The
certification must be made by the unit of
general local government or the State, in
accordance with the consistency certification
provisions of the consolidated plan regulations,
24 CFR part 91, subpart F.

(c) Indian tribes and the Insular Areas of
Guam, the U.S. Virgin Islands, American Samoa,
and the Northern Mariana Islands. These
entities are not required to have a consolidated
plan or to make consolidated plan certifications.
An application by an Indian tribe or other
applicant for a project that will be located on a
reservation of an Indian tribe will not require a
certification by the tribe or the State. However,
where an Indian tribe is the applicant for a
project that will not be located on a reservation,
the requirement for a certification under
paragraph (b) of this section will apply.

(d) Timing of consolidated plan certification
submissions. Unless otherwise set forth in the
NOFA, the required certification that the
application for funding is consistent with the
HUD-approved consolidated plan must be
submitted by the funding application submission
deadline announced in the NOFA.
[60 FR 16379, I~ar. 30, 1995]

Subpart C-Application and Grant
Award

§ 582.200 Application and grant award.

(a) Review. When funds are made
available for assistance, HUD will publish a
notice of fund availability in the FEDERAL
REGISTER in accordance with the requirements
of 24 CFR part 4. Applications will be reviewed
and screened in accordance with the guidelines,
rating criteria and procedures published in the
notice.

W\\W.hUlJ.!(OV
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(b) Rating criteria. HUD will award funds
based on the criteria specified in section
455(a)(1) through (8) of the McKinney Act (42
U.s.c. 11403d(1)- 11403d(8) and on the
following criteria authorized by section
455(a)(9) of the fvJcKinney Act (42 U.S.c.
11403d(9)):

(1) The extent to which the applicant has
demonstrated coordination with other Federal,
State, local, private and other entities serving
homeless persons in the planning and operation
of the project, to the extent practicable;

(2) Extent to which the project targets
homeless persons living in emergency shelters,
supportive housing for homeless persons, or in
places not designed for, or ordinarily used as, a
regular sleeping accommodation for human
beings;

(3) Quality of the project; and
(4) Extent to which the program will serve

homeless persons who are seriously mentally ill,
have chronic alcohol and/or drug abuse
problems, or have AIDS and related diseases.
(Approved by the Office of Management and Budget under control
number 2506-0118)
[61 FR 51170, Sept. 30, 1996J

§ 582.230 Environmental review.

(a) Activities under this part are subject to
HUD environmental regulations· in part 58 of this
title, except that HUD will perform an
environmental review in accordance with part
50 of this title prior to its approval of any
conditionally selected applications from PHAs for
Fiscal Year 2000 and prior years for other than
the SRO component. For activities under a grant
to a PHA that generally would be subject to
review under part 58, HUD may make a finding
in accordance with § 58.11( d) and may itself
perform the environmental review under the
provisions of part 50 of this title if the recipient
PHA objects in writing to the responsible entity's
performing the review under part 58.
Irrespective of whether the responsible entity in
accord with part 58 (or HUD in accord with part
50) performs the environmental review, the
recipient shall supply all available, relevant
information necessary for the responsible entity
(or HUD, if applicable) to perform for each
property any environmental review required by
this part.
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The recipient also shall carry out mitigating
measures required by the responsible entity (or
HUD, if applicable) or select alternate eligible
property. HUD may eliminate from consideration
any application that would require an
Environmental Impact Statement (ElS).

(b) The recipient, its project partners and
their contractors may not acquire, rehabilitate,
convert, lease, repair, dispose of, demolish, or
construct property for a project under this part,
or commit or expend HUD or local funds for
such eligible activities under this part, until the
responsible entity (as deAned in § 58.2 of this
title) has completed the environmental review
procedures required by part 58 and the
environmental certification and RROF have been
approved or HUD has performed an
environmental review under part 50 and the
recipient has received HUD approval of the
property. HUD will not release grant funds if the
recipient or any other party commits grant
funds (i.e., incurs any costs or expenditures to
be paid or reimbursed with such funds) before
the recipient submits and HUD approves Its
RROF (where such submission is required).
[68 FR 51)130, Sept. 29, 2003J

Subpart D-Program Requirements

§ 582.300 General operation.

(a) Partlclpatlnr, of homeless individuals.
(1) Each recipient must provide for the
consultation and participation of not less than
one homeless individual or formerly homeless
individual on the board of directors or other
equivalent polley-making entity of the recipient,
to the extent that the entity considers and
makes policies and decisions regarding any
housing assisted under this part or services for
the participants. This requirement is waived if
the applicant is unable to meet the requirement
and presents a plan, which HUD approves, to
otherwise consult with homeless or formerly
homeless individuals in considering and making
such policies and decisions. Participation by
such an individual who also is a participant
under the program does not constitute a conflict
of interest under § 582.340(b) of this part.

\\'ww.hlld.gm.
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(2) To the maximum extent practicable,
each recipient must involve homeless individuals
and families{ through employment, volunteer
services, or otherwise, in constructing or
I'ehabilitating housing assisted under this part
and in providing supportive services requirad
under § 582.215 of this part.

(b) Ongoing assessment of housing and
supportive services. Each recipient of assistance
must conduct an ongoing assessment of the
housing assistance and supportive services
required by the participants, and make
adjustments as appropriate.

(c) Adequate supportive services. Each
recipient must assure that adequate supportive
services are available to participants in the
program.

(d) Records and reports, (1) Each recipient
must keep any records and, within the
timeframe requlreo, make any reports (including
those pertaining to race, ethnicity{ gender, and
disability status data) that HUD may require.

(2) Each recipient must keep on Ale, and
make available to the public on request, a
description of the procedures used to select
sponsors under the SRA component and
buildings under the SRO{ SRA, and PRA
components.

(3) Each recipient must develop, and make
available to the public upon request, its
procedures for managing the rental housing
assistance funds provided by HUD. At a
minimum{ such procedures must describe how
units will be identified and selected; how the
responsibility for inspections will be handled;
the process for deciding which unit a participant
will occupy; how participants will be placed in,
or assisted in finding appropriate housing; how
rent calculations will be made ancl the amount
of rental assistance payments determined; and
what safeguards wi/I be used to prevent the
misuse of funds.

(Approved by the Office of Management and Budget under control
number 2506-0118)
[58 FI{ 13892, Har. 15, 1993, as amended at 61 FR 51171, Sept. 30,
1996J

§ 582.305 Housing quality standards;
rent reasonableness.
(a) Housing quality standards. Housing

assisted under this part must meet the
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§ 582.310

applicable housing quality standards (HQS)
under § 982.401 of this title-except that §
982.401U) of this title does not apply and
instead part 35, subparts A, B, K and R of this
title apply-and, for SRO under § 882.803(b) of
this title. Before any assistance will be provided
on behalf of a participant, the recipient, or
another entity acting on behalf of the recipient
(other than the owner of the housing), must
physically inspect each unit to assure that the
unit meets the HQS. Assistance will not be
provided for units that fail to meet the HQS,
unless the owner corrects any deficiencies
within 30 days from the date of the lease
agreement and the recipient verifies that all
deficiencies have been corrected. Recipients
must also inspect all units at least annually
during the grant period to ensure that the units
continue to meet the HQS.

(b) Rent reasonableness. HUD will only
provide assistance for a unit for which the rent
is reasonable. For TRA, PRA, and SRA, it is the
responsibility of the recipient to determine
whether the rent charged for the unit receiving
rental assistance is reasonable in relation to
rents being charged for comparable unassisted
units, taking into account the location, size,
type, quality, amenlties, facilities, and
management and maintenance of each unit, as
well as not in excess of rents currently being
charged by the same owner for comparable
unassisted units. For SRO, rents are calculated
in accordance with 24 CFR 882.805(g).
[58 FR 13892. ~1ar. 15, 1993, as amended at 61 FR 51171, Sept. 30,
1996; 64 FR 50226, Sept. 15, 1999)

§ 582.310 Resident rent.

(a) Amount of rent. Each participant must
pay rent in accordance with section 3(a)(1) of
the U.S. Housing Act of 1937 (42 U.s.c.
1437a( a)( 1)), except that in determining the .
rent of a person occupying an intermediate care
facility assisted under title XIX of the Social
Security Act, the gross income of this person is
the same as if the person were being assisted
under title XVI of the Social Security Act.

(b) Calculating income. (1) Income of
participants must be calculated in accordance
with 24 CFR 5.609 and 24 CFR 5.611(a).

\\"\\·\,-.JI1IJ.gnv

24 CFRCh. V (4-1-09 Edition)

(2) Recipients must examine a participant's
income initiall}/, and at least annually thereafter',
to determine the amount of rent payable by the
participant. Adjustments to a participant's rental
payment must be made as necessary.

(3) As a condition of participation in the
program, each participant must agree to supply
the information or documentation necessary to
verify the participant's income. Participants must
provide the recipient information at any time
regarding changes in income or other
circumstances that may result in changes to a
participant's rental payment.

[66 FR 6225, Jan. 19, 2001)

§ 582.315 Occupancy agreements.

(a) Initial occupancy agreement.
Participants must enter into an occupancy
agreement for a term of at least one month.
The occupancy agreement must be
automatically. renewable upon expiration, except
on prior notice by either party.

(b) Terms of agreement. In addition to
standard lease provisions, the occupancy
agreement may also inciude a provision
requiring the participant to take part in the
supportive services provided through the
program as a condition of continued occupancy.

§ 582.320 Termination of assistance to
participants.
(a) Termination of assistance. The recipient

may terminate assistance to a participant who
violates program requirements or conditions of
occupancy. Recipients must exercise judgment
and examine all extenuating circumstances in
determining when violations are serious enough
to warrant termination, so that a participant's
assistance is terminated only in the most severe
cases. Recipients are not prohibited from
resuming assistance to a participant whose
assistance has been terminated.

(b) Due process. In term inating assistance
to a participant, the recipient must provide a
formal process that recognizes the rights of
individuals receiving assistance to due process
of law. This process, at a minimum, must
consist of:

cspanol.hud.gov
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(1) wrltten notice to the participant
containing a clear statement of the reasons For
termination;

(2) A review of the decision, in which the
participant is given the opportunity to present
written or oral objections before a person other
than the person (or a subordinate of that
person) who made or approved the termination
decision; and

(3) Prompt written notice of the final
decision to the participant.

§ 582.325 Outreach activities.

Recipients must use their best efforts to
ensure that eligible hard-to-reach persons are
served bll S+c. Recipients are expected to make
sustained efforts to engage eligible persons so
that they may be brought into the program.
Outreach should be primarily directed toward
eligible persons who have a nighttime residence
that is an emergency shelter or a public or
private place not designed for, or ordinarily
used as, a regular sleeping accommodation for
human beings (e.q., persons living in cars/
streets/ and parks). Outreach activities are
considered to be a supportive service/ and the
value of such activities that occur after the
execution of the grant agreement may be
included in meeting the matching requirement,

§ 582.330 Nondiscrimination and equal
opportunity requirements.
(a) General. Recipients may establish a

preference as part of their admissions
procedures for one or more of the statutorily
targeted populations (i.e., seriously mentally ill/
alcohol or substance abusers/ or persons with
AIDS and related diseases). However/ other
eligible disabled homeless persons must be
considered for housing designed for the target
population unless the recipient can demonstrate
that there is sufficient demand by the target
population for the units, and other eligible
disabled homeless persons would not benefit
from the primary supportive services provided.

(b) Compliance with requirements. (1) In
addition to the nondiscrimination and equal
opportunity requirements set forth in 24 CFR
part 5, recipients serving a designated
population of

\\'\\'\\',huu.g{)v

§ 582.330

homeless persons must, within the designated
population, comply with the prohibitions against
discrimination against handicapped individuals
under section 503 of the Rehabilitation Act of
1973 (29 U.S.c. 794) and implementing
regulations at 41 CFR chapter 60-741.

(2) The nondiscrimination and equal
opportunity requirements set forth at part 5 of
this title are modified as follows:
(i) The Indian Civil Rights Act (25
USc. 1301 et seq.) applies to tribes when they
exercise their powers of self-government/ and
to IHAs when established by the exercise of
such powers. When an IHA is established under
State law, the applicability of the Indian Civil
Rights Act will be determined on a case-by-case
basis. Projects subject to the Indian Civil Rights
Act must be developed and operated in
compliance with its provisions and all
implementing HUD requirements/ instead of title
VI and the Fair Housing Act and their
implementing regulations.

(iI) [Reserved]
(c) Affirmative outreach. (1) If the

procedures that the recipient intends to use to
make known the availability of the program are
unlikely to reach persons of any particular race/
color, religion/ sex, age/ national origin, familial
status/ or handicap who may qualify for
assistance, the recipient must establish
additional procedures that will ensure that
interested persons can obtain information
concerning the assistance.

(2) The recipient must adopt procedures to
make available information on the existence and
locations of facilities and services that are
accessible to persons with a handicap and
maintain evidence of implementation of the
procedures,

(d) The accessibility requirements/
reasonable modification/ and accommodation
requirements of the Fair Housing Act and of
section 504 of the Rehabilitation Act of 1973, as
amended.

[50 FR 13892, Mar. 15, 1993, as amended at 61 FR 5210, Feb. 9,
1996J
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§ 582.335

§ 582.335 Displacement, relocation, and
real property acquisition.
(a) Minimizing displacement. Consistent

with the other goals and objectives of this part,
recipients must assure that they have taken all
reasonable steps to minimize the displacement
of persons (families, individuals, businesses,
nonprofit organizations, and farms) as a result
of supportive housing assisted under this part.

(b) Relocation assistance for displaced
persons. A displaced person (defined in
paragraph (f) of this section) must be provided
relocation assistance at the levels described in,
and in accordance with, the requirements of the
Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA) (42 U.S.c.
4601-4655) and implementing regulations at 49
CFR part 24.

(c) Real property acquisition requirements.
The acquisition of real property for supportive
housing is subject to the URA and the
requirements described in 49 CFR part 24,
subpart B.

(d) Responsibility of recipient. (1) The
recipient must certify (I.e., provide assurance of
compliance) that it will comply with the URA,
the regulations at 49 CFR part 24, and the
requirements of this section, and must ensure
such compliance notwithstanding any third
party's contractual obligation to the recipient to
comply with these provisions.

(2) The cost of required relocation
assistance is an eligible project cost in the same
manner and to the same extent as other project
costs. Such costs also may be paid for with local
public funds or funds available from other
sources.

(3) The recipient must maintain records in
sufficient detail to demonstrate compliance with
provisions of this section.

(e) Appeals. A person who disagrees with
the recipient's determination concerning
whether the person qualifies as a "displaced
person," 01' the amount of relocation assistance
for which the person is eligible, may file a
written appeal of that determination with the
recipient. A low-income person who is
dissatisfied with the recipient's determination on
his or her appeal may submit a written request
for review of that determination to the HUD
field office.

ww« .hud.gov
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(f) Definition of displaced person. (1) For
purposes of this section, the term "displaced
person" means a person (family, individual,
business, nonprofit organization, or farm) that
moves from real property, or moves personal
property from real property permanently as a
direct result of acquisition, rehabilitation, or
demolition for supportive housing project
assisted under this part. The term "displaced
person" includes, but may not be limited to:

(I) A person that moves permanently from
the real property after the property owner (or
person in control of the site) issues a vacate
notice or refuses to renew an expiring lease, if
the move occurs on or after:

(A) The date that the recipient submits to
HUD an application for assistance that is later
approved and funded, if the recipient has
control of the project site; or

(B) The date that the recipient obtains
control of the project site, if such control is
obtained after the submission of the application
to HUD.

(ii) Any person, including a person who
moves before the date described in paragraph
(f)(l)(i) of this section, if the recipient or HUD
determines that the displacement resulted
directly from acquisition, rehabilitation, or
demolition for the assisted project.

(iii) A tenant-occupant of a dwelling unit
who moves permanently from the
building/complex on or after the date of the
"initiation of negotiations" (see paragraph (g) of
this section) if the move occurs before the
tenant has been provided written notice offering
him or her the opportunity to lease and occupy
a suitable, decent, safe and sanitary dwelling in
the same building/ complex, under reasonable
terms and conditions, upon completion of the
project. Such reasonable terms and conditions
must include a monthly rent and estimated
average monthly utility costs that do not exceed
the greater of:

(A) The tenant's monthly rent before the
initiation of negotiations and estimated average
utility costs, or

(B) 30 percent of gross household income.
If the initial rent is at or near the maximum,
there must be a reasonable
basis for concluding at the time

cspanul.hud.puv
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the project is initiated that Future rent increases
will be modest.

(iv) A tenant of a dwelling who is recuired
to relocate temporarily, but does not return to
the building/complex, if either:

(A) A tenant is not offered payment for' ali
reasonabls out-of-pocket expenses incurred in
connection with the temporary relocation, or

(8) Other conditions of the temporary
relocation are not reasonable.

(v) A tenant of a dwelling who moves from
the building/complex permanently after he 01

she has been required to move to another unit
in the same building/complex, if either:

(A) The tenant is not offered
reimbursement for all reasonable out-oF-pocket
expenses incurred In connection with the move;
or

(8) Other conditions of the move are not
reasonable.

(2) Notwithstanding the provisions of
paragraph (f)(1) of this section, a person does
not qualify as a "displaced person" (and is not
eligible for relocation assistance under the URA
or this section), If:

0) The person has been evicted for serious
or repeated violation of the terms and
conditions of the lease or occupancy agreement,
violation of applicable Federal, State, or local or
tribal law, or other good cause, and HUD
determines that the eviction was not undertaken
for the purpose of evading the obligation to
provide relocation assistance;

(ii) The person moved into the property
after the submission of the application and,
before signing a lease and commencing
occupancy, was provided written notice of the
project, its possible impact on the person (e.g.,
the person may be displaced, temporarily
relocated, or suffer a rent increase) and the fact
that the person would not qualify as a
"displaced person" (or for any assistance
provided under this section), if the project is
approved;

(iii) The person is ineligible under 49 CFR
24.2(g)(2); or

(iv) HUD determines that the person was
not displaced as a direct result of acquisition,
rehabilitation, or demolition for the project.

(3) The recipient may request, at any time,
HUD's determination of whether
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a displacement is or would be covered under
this section.

(g) Definition of initiation of negotiations.
For purposes of determining the formula for
computing the replacement housing assistance
to be provided to a residential tenant displaced
as a direct result of privately undertaken
rehabilitation, demolltton, or acquisition of the
real property, the term "initiation of
negotiations" means the execution of the
agreement between the recipient and HUD, or
selection of the project site, if later.

§ 582.340 Other Federal requirements.

In addition to the Federal requirements set forth
in 24 CFR part 5, the following requirements
apply to this program:

(a) OMB Circulars.1 (1) The policies,
guidelines, and requirements of OMS Circular
No. A-8? (Cost Principles Applicable to Grants,
Contracts and Other Agreements with State and
Local Governments) and 24 CFR part 85 apply
to the acceptance and use of assistance under
the program by governmental entities, and OMS
Circular Nos. A-11D (Grants and Cooperative
Agreements with Institutions of Higher
Education, Hospitals, and Other Nonprofit
Organizations) and 24 CFR part 84 and A-122
(Cost Principles Applicable to Grants, Contracts
and Other Agreements with Nonprofit
Institutions) apply to the acceptance and use of
assistance by private nonprofit organizations,
except where inconsistent with provisions of the
f"1cKinney Act, other Federal statutes, or this
part.

(2) The financial management systems
used by recipients under this program must
provide For audits in accordance with the
provisions of 24 CFRpart 44. Private nonprofit
organizations who are subl'ecipients are subject
to the audit requirements of 24 CFR part 45.
HUD may perform or require additional audits as
it finds necessarv or appropriate.

(b) Conflict of interest. (1) In addition to
the conflict of interest requirements

lQ;;;;-~-;-oTOMBCircular$ may be obtained from E.O.P. Publications,
room 2200. New Executive Office BlIilding, Washington, DC 20503,
telephone (202) 395-7332. (This is not a toll·free number.) There IS
a iimit of two free copies.
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in 24 CFR part 85, no person who is an
employee, agent, consultant, officer, or elected
or appointed official of the recipient and who
exercises or has exercised any functions or
responsibilities with respect to assisted
activities, or who is in a position to participate in
a decisionmaking process or gain inside
information with regard to such activities, may
obtain a personal or financial interest or benefit
from the activity, or have an interest in any
contract, subcontract, or agreement with
respect thereto, or the proceeds thereunder,
either for himself or herself or for those with
whom he or she has family or business ties,
during his or her tenure or for one year
thereafter. Participation by homeless individuals
who also are participants under the program in
policy or decisionmaking under § 582.300 of this
part does not constitute a conflict of interest.

(2) Upon the written request of the
recipient, HUD may grant an exception to the
provisions of paragraph (b)( 1) of this section on
a case-by-case basis when It determine that the
exception will serve to further the purposes of
the program and the effective and efficient
administration of the recipient's project. An
exception may be considered only after the
recipient has provided the following:

(i) For States, units of general local
governments, PHAs and IHAs, a disclosure of
the nature of the conflict, accompanied by an
assurance that there has been public disclosure
of the conflict and a description of how the
public disclosure was made; and

(ii) For all recipients, an opinion of the
recipient's attorney that the interest for which
the exception Is sought would not violate State
or local law.

(3) In determining whether to grant a
requested exception after the recipient has
satisfactorily met the requirement of paragraph
(b)(2) of this section, HUD will consider the
cumulative effect of the following factors, where
applicable:

(I) Whether the exception would provide a
significant cost benefit or an essential degree of
expertise to the project which would otherwise
not be available;

(ii) Whether the person affected is a
member of a group or class of eligible persons
and the exception will permit
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such person to receive generally the same
interests or ben eflts as are being made available
or provided to the group or class;

(iii) Whether the affected person has
withdrawn from his or her functions or
responslbtlltles, or the decisionmaking process
with respect to the specific assisted activity in
question;

(lv) Whether the interest or benefit was
present before the affected person was in a
position as described in paragraph (b)(l) of this
section;

(v) Whether undue hardship will result
either to the recipient or the person affected
when weighed against the public interest served
by avoiding the prohibited conflict; and

(vi) Any other relevant considerations.

[58 FR 13892, Mar. 15, 1993, as amended at 61 FR 5210, Feb. 9,
1996; 61 FR 51171, Sept. 30, 1996; 62 FR 13539, Mar. 21, 1997J

Subpart E-Administration
§ 582.400 Grant agreement.

(a) General. The grant agreement will be
between HUD and the recipient. HUD will hold
the recipient responsible for the overall
administration of the program, including
overseeing any subrecipients or contractors.
Under the grant agreement, the recipient must
agree to operate the program in accordance
with the provisions of this part and other
applicable HUD regulations.

(b) Enforcement. HUD will enforce the
obligations in the grant agreement through such
action as may be necessary, including
recapturing assistance awarded under the
program.

§ 582.405 Program changes.

(a) Changes. HUD must approve, in writing, any
significant changes to an approved program.
Significant changes that require approval
include, but are not limited to, a change in
sponsor, a change in the project site for SRO or
PRA with rehabilitation projects, and a change
in the type of persons with disabilities to be
served. Depending on the nature of the change,
HUD may require a new certification of
consistency with the CHAS (see § 582.120).
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(b) Approval. Approval for such chances is
contingent upon the application I'anking
remaining high enough to have been
cornpetltlvefv selected for funding in the Ileal'
the application was selected.

§ 582.410 Obligation and deobligation
of funds.

(a) Obligation of funds. When HUD and the
applicant execute a grant agreement, /-IUDwill
obligate funds to cover the amount of the
approved grant. The recipient will be expected
to carry out the activities as proposed in the
application, After the initial obligation of funds,
HUD is under no obligation to make any upward
revisions to the grant amount for any approved
assistance.

(b) Deobligatlon. (1) HUD may cieobligate
all ai' a portion of the approved grant amount if
such amount is not expended in a timely
manner, or the proposed housing for which
funding was approved or the supportive services
proposed in the application are not provided in
accordance with the approved application, the
requirements of this part, and other applicable
HUD regulations. The grant agreement may set
forth other circumstances under which funds
may be deobligated, and other sanctions may
be imposed.

(2) HUD may readvertise, in a notice of
fund availability, the availability of funds that
have been deobligated, or may reconsider
applications that were submitted in response to
the most recently published notice of fund
availability and select applications For funding
with the deobligated funds. Such selections
would be made in accordance with the selection
process described in § 582.220 of this part. Any
selections made using deobligated funds will be
subject to applicable appropriation act
requir'ements governing the use of deobligated
Funding authority.

(Approved by the Office of Management and 8ud\let under control
number 2506-0118)
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The 2011 Amendments to the
Shelter Plus Care Codified Regulation

PART 582-SHEL TER PLUS CARE
PROGRAM

3. The authority citation for 24 CFR part
582 continues to read as follows:

Authority: 42 U.S.c. 3535(d), and
11403-11407b.

4. In § 582.5, the definition of Homeless or
homeless individual" is removed, the definitions
of "Developmental disability" and "Homeless"
are added, and the definition of "Person with
disabilities" is revised to read as follows:

§582.5 Definitions.

* * * *
Developmental disability means, as defined

in section 102 of the Developmental Disabilities
Assistance and Bill of Rights Act of 2000 (42
u.s.c 15002):
(1) A severe, chronic disability of an individual

that-
(i) Is attributable to a mental or physical

impairment or combination of mental and
physical impairments;

(ll) Is manifested before the individual
attains age 22;

(iii) Is likely to continue indefinitely;
(iv) Results in substantial functional

limitations in three or more of the following
areas of major life activily:

(A) Self-care;
(8) Receptive and expressive language;
(C) Learning;
(D) Mobility;
(E) Self-direction;
(F) Capacity for independent living;
(G) Economic self-sufficiency; and

(v) Reflects the individual's need for a
combination and sequence of special,
interdisciplinary, or generic services,
individualized supports, or other forms of
assistance that are of lifelong or extended
duration and are individually planned and
coordinated.

www.hud.go.
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(2) An individual from birth to age 9, inclusive,
who has a substantial developmental delay or
specific congenital or acquired condition, may
be considered to have a developmental
disability without meeting three or more of the
criteria described in paragraphs (l)(i) through
(v) of the definition of "developmental disabilltv''
in this section if the individual, without services
and supports, has a high probability of meeting
those criteria later' in life.

* * * *

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

regular, and adequate nighttime residence,
meaning:

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

(ii) An individual or family living in a
supervised publicly or privately operated shelter
designated to provide temporary living
arrangements (including congregate shelters, .
transitional housing, and hotels and motels paid
for by charitable organizations or by federal,
state, or local government programs for
low-income individuals); or

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

lose their primary nighttime residence, provided
that:

(i) The primary nighttime residence will be
lost within 14 days of the date of application for
homeless assistance;

(ii) No subsequent residence has been
identified; and

(iii) The individual or family lacks the
resources or support networks, e.g., family,
friends, faith-based or other social networks,
needed to obtain other permanent housing;
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(J) LJllaccompanied \'outh under 25 years of
age, or Families with children and youth, who do
not otherwise qualify as homeless under this
definition, but who:

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

(ii) Have not had a lease, ownership
interest, or occupancy agreement in permanent
housing at any time during the 60 days
immediately preceding the date of application
for homeless assistance:

(iii) Have experienced persistent instability
as measured by two moves or more during the
60 ..day period lmmediately preceding the date
of applying for homeless assistance; and

(lv) Can be expected to continue in such
status for an extended period of time because
of chronic disabilities; chronic physical health or
mental health conditions; SUbstance addiction;
histories of domestic violence or childhood
abuse (including neglect); the presence of a
child or youth with a disability; or two or more
barriers to employment, which include the lack
of a high school degree or General Education
Development (GED), illiteracy, low English
proficiency, a history of incarceration or
detention for criminal activity, and a history of
unstable employment; or

(4) Any individual or family who:
(i) Is fleeing, or is attempting to Aee,

domestic violence, dating Violence, sexual
assault, stalking, 01' other dangerous or
life-threatening conditions that relate to
violence against the individual or a family
member, including a child, that has either taken
place within the individual's or family's primary
nighttime residence or has made the individual
or family afraid to return to their primary
nighttime residence;

(ii) Has no other residence; and
(iii) Lacks the resources or support

networks, e.o., family, friends, and faith-based
or other social networks, to obtain other
permanent housing,

www.hud.go.

Person with dlsebilltie: means a household
composed of one or more persons at least one
of Whom is an adult who has a disability,

(1) A person shall be considered to have a
disability if he or she has a disability that:

(i) Is expected to be long-continuing or of
indefinite duration:

(ii) Substantially impedes the individual's
ability to live independently;

(iii) Could be improved by the provision of
more suitable housing conditions; and

(iv) Is a physical, mental, or emotional
impairment, including an impairment caused by
alcohol or drug abuse, post-traumatic stress
disorder, or brain injUlY,

(2) A person will also be considered to have a
disability if he or she has a developmental
disability, as defined in this sedion.

(3) A person will also be considered to have a
disability if he 01' she has acquired
immunodeficiency syndrome (AIDS) or any
conditions arlsinq from the etiologic agent for
acquired immunodeficiency syndrome, including
infedion with the human immunodeficiency
virus (HIV).

(4) Notwithstanding the preceding provisions
of this definition, the term person with
disabilities includes, except in the case of the
SRO component, two or more persons with
disabilities living together, one or more such
persons living with another person who is
determined to be important to their care or
well-being, and the surviving member or
members of any household described in the first
sentence of this deAnition who were living, in a
unit assisted under this part, with the deceased
member of the household at the time of his or'
her death, (In any event, with respect to the
surviving member 01' members of a household,
the right to rental assistance under this part will
terminate at the end of the grant period under
which the deceased member was a participant.)

5. A new § 582,301 is added to read as
follows:

§ 582.301 Recordkeeping.

(a) [Reserved.]



(b) Homeless status. The recipient
must maintain and follow written intake
procedures to ensure compliance with the
homeless definition in § 582.5. The procedures
must require documentation at intake of the
evidence relied upon to establish and verify
homeless status. The procedures must establish
the order of priority for obtaining evidence as
third-party documentation first, intake worker
observations second, and certification from the
person seeking assistance third. However, lack
of third-party documentation must not prevent
an individual or family from being immediately
admitted to emergency shelter, receiving street
outreach services, or being immediately
admitted to shelter or receiving services
provided by a victim service provider, as defined
in section 401(32) of the McKinney-Vento
Homeless Assistance Act, as amended by the
HEARTH Act. Records contained in an HMIS or
comparable database used by victim service or
legal service providers are acceptable evidence
of third-party documentation and intake worker
observations if the HMIS retains an auditable
history of all entries, including the person who
entered the data, the date of entry, and the
change made; and if the
HMIS prevents overrides or changes of the
dates entries are made.

(1) If the individual or family qualifies as
homeless under paragraph (1)(i) or (ii) of the
homeless definition in § 582.5, acceptable
evidence includes a written observation by an
outreach worker of the conditions where the
individual or family was living, a written referral
by another housing or service provider, or a
certification by the individual or head of
household seeking assistance.

(2) If the individual qualifies as homeless
under paragraph (l)(iii) of the homeless
definition in § 582.5, because he or she resided
in an emergency shelter or place not meant for
human habitation and is exiting an institution
where he or she resided for 90 days or less,
acceptable evidence includes the evidence
described in paragraph (b)(l) of this section
and one of the following:

(i) Discharge paperwork or a written or oral
referral from a social worker, case manager, or
other appropriate official of the institution,
stating the beginning and end dates of the time
residing in the institution. All oral statements
must be recorded by the intake worker; or

II'IVII.hud.go\'
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(ii) Where the evidence in paragraph
(b )(2)(i) of this section is not obtainable, a
written r-ecord of the intake worker's due
diligence in attempting to obtain the evidence
described in paragraph (b)(2)(i) and a
certification by the individual seeking assistance
that states he or she is exiting or has just exited
an institution where he or she resided for 90
days or less.

(3) If the individual or family qualifies as
homeless under paragraph (2) of the homeless
definition in § 582.5, because the individual or
family will imminently lose their housing, the
evidence must include:

(i) (A) A court order resulting from an
eviction action that requires the individual or
family to leave their residence within 14 days
after the date of their application for homeless
assistance; or the equivalent notice under
applicable state law, a Notice to Quit, or a
Notice to Terminate issued under state law;

(8) For individuals and families whose
primary nighttime residence is a hotel or motel
room not paid for by charitable organizations or
federal, state, or local government programs for
low-income individuals, evidence that the
individual or famil,' lacks the resources
necessary to reside there for more than 14 days
after the date of application for homeless
assistance; or

(C) An oral statement by the individual or
head of household that the owner or renter of
the housing in which they currently reside will
not allow them to stay for more than 14 days
after the date of application for homeless
assistance. The intake worker must record the
statement and certify that it was found credible.
To be found credible, the oral statement must
either: (1) be verified by the owner or renter of
the housing in which the individual or family
resides at the time of application for homeless
assistance and be documented by a written
certification by the owner or renter or by the
intake worker's recording of the owner or
renter's oral statement; or (II) if the intake
worker is unable to contact the owner or renter
be documented by a written certification by the'
intake worker of his or her due diligence in
attempting to obtain the owner or renter's
verification and the written certification by the
individual or head of household seeking
assistance that his or her statement was true
and complete;
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(ii) Certification by the individual 01 head of
household that no subsequent residence has
been ~enbfied; and

(iii) Certification 01' other written
documentation that the individual 01' family
lacks the resources and support networks
needed to obtain other permanent housing.
(4) If the individual or family qualifies as

homeless under paragraph (3) of the homeless
deflnition in § 582.5, because the individual or
family does not otherwise qualify as homeless
under the homeless definition but is an
unaccompanied youth under 25 years of age, or
homeless famll}' with one or more children or
youth, and is defined as homeless under
another' Federal statute or section 725(2) of the
lv1cKinneyVento Homeless Assistance Act (42
USc. 11434a(2», the evidence must include:

(i) For paragraph (3)(i) of the
homeless definition in § 582.5, certification
of homeless status by the local private nonprofit
organization or state or local governmental
entity responsible for administering assistance
under the Runaway and Homeless Youth Act
(42 U.S.c. 5701 et seq.), the Head Start Act (42
U.S.c. 9831 et seq.), subtitle N of the Violence
Against Women Act of 1994 (42 U.S.c. 14043e
et seq.), section 330 of the Public Health
Service Act (42 U.S,c, 254b), the Food and
Nutrition Act of 2008 (7 U.s,c. 2011 et seq.),
section 17 of the Child Nutrition Act of 1966 (42
U.S.c. 1786), or subtitle B of title VII of the
McKinney-Vento Homeless Assistance Act (42
USc. 11431 et seq.), as applicable;

(ii) For paragraph (3)(11)of the homeless
definition in § 582,5, referral by a housing or
service provider, written observation by an
outreach worker, or ceriification by the
homeless individual at' head of household
seeking assistance;

(iii) For paragraph (3)(iii) of the homeless
definition in § 582.5, certlflcation by the
individual or head of household and any
available supporting documentation that the
individual or family moved two or more times
during the 60-day period immediately preceding
the date of application for homeless assistance,
including: recorded statements or records
obtained from each owner or renter of housing,
provider of shelter or housing, or social worker,
case worker, or other appropriate official of a
hospital or institution in which the
individual or family resided; orr where these

statements or records are unobtainable, a
written record of the intake worker's due
diligence in attempting to obtain these
statements or records. Where a move was due
to the individual or family fleelno domestic
violence, dating violence, sexual assault, or
stalking, then the intake worker may
alternatively obtain a written certification from
the individual or head of household seeking
assistance that they were fleeing that situation
and that they resided at that address; and

(iv) For paragraph (3)(;v) of the homeless
definition in § 582.5r written diagnosis from a
professional who is licensed by the state to
diagnose and treat that condition (01' intake
staff-recorded observation of disability that
within 45 days of the date of application for
assistance is confirmed by a professional Who is
licensed by the state to diagnose and treat that
condition); employment records; department of
corrections records; literacy, English profiCiency
tests; or other reasonable documentation of the
conditions required under paragraph (3)(iv) of
the homeless definition,
(5) If the individual or family qualifies under

paragraph (4) of the homeless definition in §
582.5, because the individual or family is fleeing
domestic violence, dating violence, sexual
assault, stalking, or other dangerous or
life-threatening conditions related to violence,
then acceptable evidence includes an oral
statement by the individual or head of
household seeking assistance that they are
fleeing that situation, that no subsequent
residence has been identified, and that they
lack the resources or support networks, e. g.,
family, friends, faith-based or other social
networks, needed to obtain other housing. If
the individual or family is receiving shelter or
services provided by a victim service provider,
as defined in section 401(32) of the
MCKinney-Vento-Homeless Assistance Act, as
amended by the HEARTH Act, the oral
statement must be documented by either a
certification by the individual or head of
household, or a certification by the intake
worker. Otherwise, the oral statement that the
individual or head of household seeking
assistance has not identified a subsequent
residence and lacks the resources or support
networks, e.g., family, friends, faith-based or
other social networks, needed to obtain housing
must be documented by a certification by the
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individual or head of household that the oral
statement is true and complete, and, where the
safety of the individual or family would not be
jeopardized, the domestic violence, dating
violence, sexual assault, stalking or other
dangerous or life-threatening condition must be
verified by a written observation by the intake
worker or a written referral by a housing or
service provider, social worker, health-care
provider, law enforcement agency, legal
assistance provider, pastoral counselor, or any
other organization from whom the individual or
head of household has sought assistance for
domestic violence, dating violence, sexual
assault, or stalking, The written referral or
observation need only include the minimum
amount of information necessary to document
that the individual or family is fleeing, or
attempting to flee domestic violence, dating
violence, sexual assault, and stalking,

(c) Disability,-Each recipient of
assistance under this part must maintain and
follow written intake procedures to ensure that
the assistance benefits persons with disabilities,
as defined in § 582.5, In addition to the
documentation required under paragraph (b),
the procedures must require documentation at
intake of the evidence relied upon to establish
and verify the disability of the person applying
for homeless assistance, The recipient must
keep these records for 5 years after the end of
the grant term. Acceptable evidence of the
disability includes:

(1) Written verification of the disability from
a professional licensed by the state to diagnose
and treat the disability and his or her
certification that the disability is expected to be
long-continuing or of indefinite duration and
substantially impedes the individual's ability to
live independently; Written verification from the
Social Security Administration;

(2) The receipt of a disability check (e.q.
Social Security Disability Insurance check or
Veteran Disability Compensation);

(3) Intake staff-recorded observation of
disability that, no later than 45 days of the
application for assistance, is confirmed and
accompanied by evidence in paragraph (c)(n
(2), (3), or (4) of this section; or

(4) Other documentation approved by HUD,
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respect to data, information or re-
portts) required under subpart E of this
part (but that are not roquired by sec~
tions 30fJ(m)01' (n) of the Fannie Mae
Oharter Act or by sections 307<e)or (f)
of the Freddie Mac Act), the Secretarj'
may pursue any civi] or administrati ve
remedies or penalties against the GSE
that may be available to the Secretary.
The Secretal'j' shall pursue such rem-
edies under appl ica.hle law.

(3) Procedures. The Secretary shall
comply with the procedur-es set forth in
subpart G of this part in connection
with any enforcement action that he or
she may initiate against a GSE under
paragraph (e) of this section.
[69 FR 63612, Nov, 2, 2004J
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§ 84.1

SubpartA-General

~K<1,! Purpose.

Thi~ Pfl.J't f)Rtfl.hliRlwR llnifol'nl u.rimill·
IHtl'utiV(J I'(-Jquil'ement;s 1'01' Pnrlco1',,)
':TCI.l1ts and arrreemen ts awarded to in-
stitutionfl of hig'hel' educat.tou, 1108-
pi (;fLlB. and ot.ne:: non-prori t ortrantza-
tionA. Acldlt;lOlllLi 01' Inoonatutent, 1'8-

quil'f1I11P-nl;R shal) not be impoaed. ex-
(\npt its pl'ovlrl(Jr] In ~~84A. n.nrl 84.1'1 01'
nnl(JH8 fl]JflGlf'ior,lIy I'(~quil'er) hy P'(?d(Jrfl.1
s1'.it1;\lte01' exocuttve Ol'(j(JI'. Non-prof'it
ol'g'itnizRl;iol1fl Chat implement. P(ideJ'I).)
protrrums 1'01' the 8ta.\;08 are also aur»
wet to ,StiL\;(" l'Aquirements.

~M.2 Definitions,
Accrued crperuliture« means the

ei1a.rg'H8incurred by the recipient dur-
ing' a Riven period requiring the provi-
sion of funds for:

(1) Goods and other tang-ible property
received:
(2) Servines performed by employees,

conn-actors, subrecipients, and other
pav ees: and
(:;) Other amounts becoming owed

under programs for which no current.
services 01' performance is required.
Accrued income means the sum of:
(1) Earnings during a g-iven period

from:
(i) Services performed by the roctpi-

ent: and
(ii) Goods and other tangible prop-

erty delivered t.o purchasers: and
(2) Amounts necomi ng owed to the

reeipient for which no current. services
or performance is required by the re-
cipient.
Acquisition cost of equipment means

the net invoice price of the equipment,
incruding the cost of moclifica.tions, at-
tachments, accessories, 01' auxiriarv
apparatus necessary to make the prop-
erty usable for the purpose for which it
was acquired. Other charges, such as
the cost of installation, transportation,
taxes, duty 01' protective in-transit in-
surance, shall be included or excluded
from the unit acquisition cost in ae-
cor dance with the recipient's regular
acoountring practices.
Advance means a payment made by

Treasury cheek or other appropriate
payment mechanism to a recipient
upon its request either before outlays
are made by the reeipient or through

24 eFR Subtitle A (4- 1-1 1 Edition)

tilr, use of pJ'(,<lel,el'lllinHr]))i1..\'1110nt.
RdwrJu)88.
;11J1urd means financial iLHSif:LfU'lce

ti'lfJ.t, provides support. 01' at.imula.ti on 1',0
:wcomplisll a public, purpose. Awa.rr!s
include grants and other i,gT6elYlH1H,f;in
the form of money 01' propert;:\, in l iou
of money, by HUD to an eligible roctpi-
ont. The term does not Include: t.ech-
nical anststance. which provides serv-
joeH mst.ead of money; other' aSHigt.anoo
in t.he 1'01'111of loans. loan g'ual'itnV~fls.
oa.ptt.al advances under the Seel;ions 202
and fll 1 prog'I'D,mS,111t8l'es1.subatdios. OJ'

msurance: du-ect pavmenta or any kind
(,0 individuals; and, oontracts whiuh
are required to be entered into and all-
mtnist.er-ed under procurement la.ws
and regulations.
Cash contrilruium» means the )'eci pi-

ant's cash out.Iav, including' the outlay
of money contributed to the recipient
by third parties.
Closeout means the process by wh ich

HUD determines that alJ applicable a.d-
mintstrattve actions and all roquirHd
wor )r of the awar-d have been comple tcrl
by the rHcipient and HUD.
Contract. moans a procurement ('011-

tract under an award OJ' subaward, fj,nd
CI. proour-emen t subcnntract under 8. re-
ctpients 01' subrecipient's contract.
Cost. stusviru; or mntcil.inq means t.ha.t

portion of pr-oject, 01' prom-am cost» not
borne by BUD.
Do.te of cimvpietion means the da.t.e on

whi ob 8,1) work under an award is com-
pletHcl or the dat.o on the a.ward docu-
ment, or anv supplement or amend-
ment thereto , on which BUD sponsor-
ship ends.
Disallowed costs meana those charges

to an award t.ha.t HUDdetermines to be
una.Ilowable , in accordance with the
applicable Federal east principles or
other terms and conditions contained
in the award,
Equipment means tangible nonexpend-

able personal proper-ty including ex-
empt property charged directly to the
award having' a useful Jif'e of more than
one year and an acquisition cost of
$5000 or more pel' unit. However, con-
sistent with reeipient policy, lower
limits may be established.
Excess property means property under

the control of HUD that, as determined
by the Seeretary, is no longer required
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for its needs or the discharge of its re-
sponsibilities.
ExemJJi proJJert.y means tangible per-

sonal property acquired in whole 01' in
part with Federal funds, where BUD
has statutory authoritJ' to vest title in
the recipient without. further obliga-
tion to the Federal Government. An ex-
ample of exempt property authority is
eont.ained ill the Federal Grant and 00-
operative Agreement Act (31 U.S.O.
6306), for property acquired under an
award to conduct basic 01' applied re-
search by a non-profit institution of
higher education or non-profit organi-
zation whose principal purpose is con-
ducting scientific research.
Federal a.wa.rding agency means the

Federal agency that provides an award
to the recipient.
Federal f1tnds a1ithorized means the

total amount of Federal funds obli-
gated b:\' HUD for use by the recipient.
This amount may include any author-
ized carryover of unobligated funds
from prior funding periods when per-
mitted b:\' HUD regulations 01' imple-
menting instructions.
Petieral share of real property, equip-

ment, or supplies means that percent-
age of the property's acquisition costs
and any improvement expenditures
paid with Federal funds.
Funding JJeriod means the period of

time when Federal funding is available
for obligation by the recipient.
intangible property and debt instru-

ments means, but is not limited to,
trademarks, copyrights, patents and
patent applications and such property
as loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, wnether considered tang'ible or in-
tangibl e.
Oblirlaiiom means the amounts of or-

ders placed, contracts and grants
nwarded, services received and similar
transactions during a given period that
require payment by the recipient dur-
ing the same or a future period.
Oui.l(l.y~ or e.1:pendil.1iTes means charges

made to the project or program. They
may be reporteel on a cash 01' accrual
basis. For rsports prepared on a cash
basis, outlavs are the sum of cash dis-
bursements for direct. charges for goods
ancl services, the amount of indirect. ex-
pense charged, the value of third party

§ 84.2

in-ldncl contributions applied and the
amount of cash advances and pa)'ments
made to subrecipients. For reports pre-
pared on an accrual basis, outlays are
the sum of cash disbul'semellts for di-
rect charg'es for goods and services, the
amount of indirect expense incurred,
the value of In-kind contributions ap-
plied, and the net increase (01' de-
crease) in the amounts owed bJ' the re-
cipient for goods and other proper-tv re-
ceived, for services performed by em-
ployees, contractors, sunrectrnente and
other payees and other amounts be-
coming owed under programs for whrcn
no current services or performance are
required.
Personal propeJ'ty means property of

any kind except real property. It may
be tangible, having physical existence,
or intangible, having no physical exist-
ence, such as copyrights, patents, or
securities.
Prior aJ)proval means written ap-

proval b:\' an authorized officia.) evi-
dellCing prior consent.
program income means gross income

earned by the recipient. that is directly
generated by a supported activity or
earned as a result of bhe award (see ex-
clusions in §§84.24 (e) and (h). Program
income includes, but is not limited to,
income from fees for services per-
formed, the use or rental of real or per-
sonal property acquired under feder-
ally-ftmded projects, the sale of com-
modities or items fabricated under an
award, license fees and royalties 011
patents and copyrighte, and interest 011
loans made with award Iunds. Interest
earned 011 advances of Federal funds is
not program income. Except as other-
wise provided in EUD regulations or
the terms and conditions of the award,
program income does not include the
receipt of principal 011 loans, reba.tes,
credits, discounts, etc., OJ' interest
earned on any of them.
Pvtnect costs means all allowable

costs, as set forth in the applicalile
Federal cost principles, incurrecl b;\' a
l'eCJpient anel the value of the contribu-
tions made by tnirct parties in accom-
plishing the objectives of the award
during the project period.
Prince! JJerioc/ means the period nst.ab-

lished in the award document during'
which EUD sponsorship begins and
ends.
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§ 114.2

/'l'o7J1')" 1,1/ l1'1tmnf" llnifl8~ otlWl'wiHCe
,~t.;I.\,Bd,rClfl.1propel't.\', p,quipJ1lent, in-
\,ll.ng'!i)iElproperty and debt. instru-
mOIHs,

fl,(w.I propertJl means la.nd, inctutlina
i!l.ncJirnprovements, structures and ap-
purtcnnnces thereto, but excludes mO\1-
a.hl e machinerv and equipment,

i?ecipienl. means lin orr;,a.nizatiol1 re-
op,1vlnp; financial asstntance directly
rrom HUD to carry out; a. project or
j)rogTam, The term includes public and
private institutions of hijrher odu-
eil.tion, puhlic and prtva.te hospitals,
anr) other quasi-public and private 11011-
jJI'ofJt; org'anization8 such as, but not
limited to, communitv action ag'cnciea,
reaoarch instf tutea, educa.ttone.l [LB80-
eia.tfons. and health centers, The term
includes commercial organizations,
international organizations when oper-
ating domestically (suoh as agencies of
the United Nations) which are recipi-
ents, subreoipients, or contractors or
subcontractors of recipients or sub-
recipients. The term cloes not Include
g'overnment-owned contractor-operated
racil: ti es or research centers provicling
continued support for mission-oriented,
Iarg'e-eca.le programs that are govern-
ment-owned or controlled, or are des-
irmatecl as federally-funclecl research
and development centers. The term
does not include mortgagors that re-
ceive mortgages insured or held by
HUD or mortgagors or project owners
that receive capital advances from
HUD under the Section 202 and 811 pro-
grams,

Research and. de1)elopment means all
research activities, both basic and g,P-
plied, and all clevelopment activities
that. are supported at universities, col-
leges, and other non-protit institu-
tions. "Research" is defined as a sys-
tematic study directed toward fuller
scientific knowledge or understanding
of the subject stuclied. "Development"
is the svstemattc use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and processes. 'I'he term
research also includes activities in-
volving the training of individuals in
research techniques where such activi-
ties utilize the same facilities as other
research and development activities

24 CFR Subtitle A (4- 1-1 1 Edition)

ILnd whor-e suoh act.ivi(;ieR are not. in-
cl udod in \,]18 inst.ructf on function.

SlIwJI (}.wu.rrls meana a gra.nt. or coop-
erative a.~Teement not flxcep,ding'
$]00,000 or the small purchane t'.hroHhIJici
Ilxerl at '11 U.S.C, 403(J.] J. whichever i~
gTeat;Ell'.

SU,/Ja.1J)(J.l'iJ means:
(1) An award of flnn.ncia) Itflsisl;lJ.nc:()

in the form of money, 01' property in
lieu of money, made under an a.wa.rd hy
a recipient to an eligible subreciptent.
01'by a subroci pient to D lower tl er 8\1 h·
rectpiont. The term Includes finan(~i:L)
assnstaneo when provlrled by anv 1(If-ial
ag'1'e(-Jment, even if the agl'flflmen1, if;
oa.lled a cont.ract, but does not Include
procurernen t of goods and services no!'
cIoes it include anv form of i),ssist[Ll1ce
which is excluded from the definition
of "award".
(2) For Community Development

Block Grants, the term "subaward"
does not include the arrangement.
whereby the prime recipient transfers
funds to another entity and that entity
is the projeot. A distinction is made be-
tween such a transfer [or the further·
ance of the prime recipient's goals and
the transfer of funds to a subrectpient.
who carries out activities and is a.c-
countable (;0 the prime reclpierit. For
example, in a. CDBG award where a
prime recipient has as its prog-ram goal
the revitalization of a downtown [),I'Sa,
the funds transferred to a businesa in
the downtown ares, to remodel its store
would not be conaidered a subawa.rd
subject to this part 84.

Siuwecipient. means the legal entity to
which a subawarrl is made and which i8
account.abl e to the recipient for the use
of the funds provided. The term in-
cludes commercial organizatf ons and
mternauional organizations operating
domestically (such as agencies of the
United Na'tl oris).

Supplies means all personal property
excluding equipment, intangible prop-
erty, and debt instruments as defined
in this section, and inventions of a con-
tractor conceived or first actually re-
duced to practice in the perfor-mance of
work under a funding agreement
("subject inventions"), as defined in 37
OFR. part 401, "Rights to Inventions
Made by Nonprofit Organizations and

456

ATTACHMENT c.. ·.-=l
PAGE ..... Y. .... OF .. :k.J PAGES



Office of the Secretary, HUD

Small Business Firms Under Govern-
ment Grants, Contracts, and CooperH-
tive Ag'reemellts,"

Suspension means an aot.ion by HUD
that temporarily withdraws HUD spon-
sorship under an award, pending cor-
rective action b;y the recipient or pend-
ing a decision to terminate the award
by HUD, Suspension of an award is a
separate action from suspensions under
HUD regulations implementing' KO,
12549 and E.O, 12689, "Debarment and
Suspension," at 2 OFR part 2424,

Terminatio1l means the cancellation
of HUD sponsorship, in whole or in
part, under an agreement at any time
prior to the date of completion,

Third party in-kind contributions
means the value of non-cash oontrIbu-
tions provided lJy non-Federal third
parties, Third party in-kind oontr'ibu-
tions mao' be in the form of real prop-
erty, equipment, supplies and other ex-
pendable properto', and the value of
goods and services directly benefiting
and specifically identifiable to the
project or program,

Unliquidated obligations, for financial
reports prepared on a cash basis, means
the amount of obligations incurred by
the recipient that have not been paid.
For reports prepared on an accrued ex-
penditure basis, they represent the
amount of obligations incurred bJ' the
recipient for which an out.lav has not
been recorded.

Unobligated balance means the por-
tion of the funds authorized by HUD
that has not been obligated by the re-
cipient and is determined b;y deducting
the cumulative obligations from the
oumulabive funds authorized.

Unrecovered indirect cost means the
difference between the amount. awarded
and the amount which could have been
awarded under the recipient's approved
negotiated indirect. cost rate.

Woricing cCipi/,al ae/,vance means a pro-
cedure whereby Iunds are advanced to
the recipient to covel' its estimated
disbursement needs for a given initial
period.
[511Pp. 17011. 5epL. 13. 1991, as amended at 72
PH 73492. Dec, 27, 2007)

* 84.3 Effect OD other issuances.
For awards subject to this part, a.ll

aelministrative requirements of codi-
fieel program reg'ulations, program

§ 84.10

manuals, handbooks and other 1101'1-

regulatory materials which are moon-
sist.ent with the requirements of this
part shall be superseded. except to the
extent t.hey are required by statute, or
authorized in accordance with the devi-
ations provision in § 84.4.

§ 84.4 Deviations.
The Office of M_anagement and Budg-

et (OMB) may grant exceptions for
classes of grants 01' recipients subject
to the requirements of this rule when
exceptions are not. prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this rule shall be per-
mitted only in unusual circumstances.
BUD may apply more restrictive re-
quirements to a class of recipients
when approved by OMB. HUD may
apply less restrictive requirements
when awarding' small awards and when
approved by OWIB,except for those re-
quirements which are statutory. Ex-
ceptions on a case-by-case basis may
also be made by HUD.

§ 84.5 Subawards.
trnlees sections of this part specifi-

cally exclude subrecipients from cov-
erage, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, 11Ospitals, commercial organiza-
tions and international org amsations
operating' domestically, or other n01'-
profit organizations. State, local and
Federall:\' recognized Indian tribaJ gov-
ernment subrecipients are subject to
the provisions of reg'ulations imple-
menting the grants management com-
mon rule, "Administrative Requrre-
ments for Grants and Cooperative
Agreements to State, Local anc1 Feder-
ally Recognizeel Indian Tribal Govern-
ments," (24 OFR part. 85).

Subparl B-Pre-Award
Requirements

§ 84.10 Purpose.
Sections 84.11 througn 8'1.17jn-escrt be

forms and instructions and other pre-
award matters to be used in a)Jpl~ring
for HUD awards.
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§ 84, 11

o H1,J J 1"'('-IlWIU'cI pol j"je~,

I !I.) IIsI! of Grant,.\' inu! C()opmu,tivI!
"llfreellllm/"I', and Crnuro.cts. In cacl: in-
'lCn,liel!. HUn shn.lJ !Ioeieif! OJ] tile [J,PPI'O-
pl'ia,te aWiL)'!1 instrument (i.o. g'1'"nt,
"()O)lel'fl.tive ag-1'80mont, 01' (;0 n tl'!.Wt.),
T'he )i'(;riel'll.l UI'H,J] I, and Coopera.t: ve
Ag'l'ool11ent Ar,1. (81 U.S,C. GaOl-OB)g'ov-
nl'118 I,h(, URO 01' g'J'ILl1\;8,ooopera.tive
11g'l'Oementsand contracts, A m-ant 0)'
l,oojJfll'a.1;ive a,g-reement shall be used
only when 1,11(! prtnctpn.l purpnse of a
trunaaction is 1,0 accorupl ish a. public
nu 1'1108(']of support 0)' Htimllla\;ioJ] au-
LllOl'izmlby ji'Achwalst.a.tu i.e. 'I'he stur,u-
:,O)':\, criterion for choosing- between
gTants and cooperatdve ag'reements is
tha.t [01' the latter, "subatant.ial in-
volvement is expected between the ex-
ecutlve ag-ency and the State, local
grrvemment, or other recipient when
carrvrng out the activity contemplated
in the agreement," Contracts shall be
used when the principal purpose is ac-
quisrtion of property or services for the
direct benefit or use of the Federal
Government,
(11) Public Notice and. Priority Settinq,

fIUD shall notify the: publ ic of jts in-
tended funding- priorities for discre-
tionary grant prorrrurns. unless funding-
priorities are established by F'eclera,l
stat.ut«.

j g4,12 Forms for applying for Federal
assistance.

(iJ,) HUD shall comply with the appli-
cable report clearance requirements of
S CFR part 1320, "Controlling Paper-
work Burdens on the Publ ic;' wi th 1'e-
Rn,rd to O,lJforms used bv HUD in place
of 01' as a, supplement to the St.O,ndO,rd
Form 424 (SF-424) series,
(b) Appl icarrts sha.Il use the SF-124 se-

ries or those forms and instructions
prescribed by HUD,
(c) For Federal programs covered by

E.O, 12372, "Intergovernmental Review
of Federal Programs," the applicant
shall complete the appropriate sections
of the SF-424 (Application for Federal
Assistance) indicating whether the ap-
pli cat.ion was subject to review by the
StO,te Single Point of Contact (SPOC),
The name and address of the SPOC for
8. par-ticular State can be obtained from
the Cauuoo of Federal Domestic Assist.-
ance. The SPOC shall advise the a.pplr-
cant whether the prog-ram for which

24 CFR Subtitle A (4-1-11 Edition)

itppl iC'II.(;\011is mfJ.de has ilfl("fl Helw,t;ml
lIy t.hn.t. 8tn,1;e. I'D]' review.

~H1,]:1 Deharment. and suspens ion:
Dl'ug--Pree Wor-kplace.

(a) Ti,ecipients and HulJl'fJoipients sllali
nornp lv wit.h the govornmeutwide no n-
procurement rlebarment a.nrl sns}JOI1SiOli
I'[-Jqnirements in 2 CPR part 2121.Thmw
g-overnmentwide reqnirements restr ict
subawarrls and contracts wi th eOI'UL1n
pa.r t iea tha.t. are debarred, sllsponci(Jd, or
othe)'wlfl8 excluded Irnrr: 01' lnflllg'llIlc,
1'01' pal'\;i cipn.t.ton In fHdera,1 a,flflistil.l'l('"

progTf),l11H or aoi;ivitjss
(ll) Reelpisnts and Rubrfleipients 81111.11

comply wit.l: the requirements of 1;111'
Drua-Pr-ee Workplace Act of 19f1f1(12
U,S,C. 7(1), as set fOI'\;hat 21 CF'R par!.
21.

[72 FR 73191, Dec. 27, 2007J

§ 84,14 Special award conditions,
If an applicant or recipient:
(a) Has a history of POOl' perform-

ance:
(b) Is not ff nanciallv stable:
CC) Has a. ma.naaemerit svstem tIm.t.

does not meet tne standarrta prescri hAd
in this part:
(d) Has not, conform eel \,0 tho \,erms

and conditions of R previous award: or
(e) Is not ot.herwise responsible, HUD

may impose addrttonal requirements as
needed, provided that such applicant or
reciptent is notified in writing as to:
the nature of the addi ttona) require-
ment.s, the reason why the addttional
requirernents are being imposed, the
nat-ure of the corrective action needed,
the time allowed for comple ting the
corrective actions, and the met.hod for
requesting reconsideration of the a.ddi-
tional requirements imposed, Any spe-
cial conditrio ns shall be promptly re-
moved once the conditions that
prompted them have been corrected,

§ 84.15 Metric system of measurement,

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competit.iveness Act (15 U,S,C, 205) de-
clares that the metric system is the
preferred measurement system for U,S,
trade and commer-ce, The Act requires
each Federal agency to establish a, date
or dates in consultation with the Sec-
retary of Commeroe, when the metric
system of measurement will be used in
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the ,cg'enc)"sprocurements, grants, and
other business-related activities. Met-
ric iJ11]Jlementati011 may take longer
where the use of the system is initiall)'
impractical or lil,ely to cause sig'nifi-
cant inefficiencies ill the acccmpltsh-
ment of federally-fUJlded activities,
BUD shall follow the provisions of E,Q,
12770, "Metric Usage in Federal Gov-
emment Programs. "

* 84,16 Resource Conservation and Re-
covery Act,

Under the Resource Conservation and
Recovery Act (RCRA) (Pub, L, 94-580,
42 U,S,C, 6962), anv State agency or
agency of a political subdivision of a
State which is using appropriated Fed-
eral funds must comply with SectiOll
6002, Sectio11 6002 requires that pref-
erence be given in procurement pro-
grams to the purchase of specific prod-
ucts containing recycled materials
identified ill guidelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247 through 254),
Accordingl\', State and local institu-
tions of higher education, hospitals,
commercial organizations and inter-
national organizations when operating
domestically, and non-profit organiza-
tions that receive direct Federal
awards 01' other Federal funds shall
give preference in their procurement.
programs fundee1wrth Federal funds to
the purchase of recycled products PlU'-
suant to the EPA guidelines,

* 84,17 Cm,tifications and representa-
tions,

Unless prohibited by statute 01' cedi-
fieel reg-ulation, HUD is authorized and
encouraged to allow recipients to sub-
mit certHications and represe11tations
required b;l' statute, executive order, 01'
regulat.ion 011an annual basis, if the re-
cipients have ongoing- and continuing
relationships with the agency, Annual
certifications and representations shall
be signed )):1' responsible officials wit11
the autllority to ensure recipients'
compliance with the pertinent require-
ments,

§ 84,21

Subpar! C-Post-Award
Requirements

FINANCIAL AND PIWGHAM MANAGEMENT

* 84,20 Purpose of financial and pro-
gram management.

Sections 84,21 trn-ougn 84,28 prescribe
standards for financial management
svstems, methods for making pay-
ments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making audits, de-
termining allowability of cost, and es-
tablishing fund avatlabilf ty.

* 84.21 Standards for financial man-
agement systems,

(a) HUD shall require recipients to
relate financial data to performance
data and develop unit cost information
whenever practical.

()))Recipients' financial management
systems shall provide for the following:

(1) Accurate, current and complete
dtsclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth in §84,52, If
a recipient maintains its records 011
other than an accrual basis, the recipi-
ent shall not be required to establish
an accrual accounting system, 'I'hese
recipients may develop such accrual
data for their reports on the basis of an
analysis of the docmnentatiOll on nand.

(2) I{.ecords that identify arlequa.telv
the source and application of funds for
feelerally-sponsored activities, These
records shall contain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligatecl bal-
ances, assets, outlays, income and in-
terest,

(3) Effective control over and ac-
countabi Iity for all funds, proper-ty arid
other assets, Recipients shall ade-
quately safeguard al l such assets and
assure they are used solely for author-
izcd purposes,

(4) oomparrson of outlays wlth budg-
et amounts for each awarrl. Whenever
appropriate, financial information
should be related to pertormance ancl
unit. cost. data.

(5) Writtell procedures to minimize
the time elapsing- between the transfer
of funds to the rectpi ent from the U,S,
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§ 84.22

'r1·Oll.Sl1]'V ;I,lId Lhn iRRmLIHl(' ()I' I'H<lHITIP-

I.ioli of ci1e(lics, WiLl'I'a,nCs OJ' pn,YllIoll\,R

hy ot.her moans for pl'ogTam PUJ'I)(lsef;
hv LlH' I'ocipient. 'I'o \,h(\ flxLflllL LlJil.t. t;]H'l
nrov isions of \;hf1 CfLSiJ iVla,lHlg'f)lTlBIlt. lm-
provnment Act (ClIUA) (Pnb, L. ]()1-1fJ3)
i(,ovorn, payment rnet.hods of 8ta,L(\
<l.g·BI'JGiB8, matr'umento.lf ties. anrl fiROfll
ILrfents shD.1Ibe oOllsistent wl th CMIA
']'J'(,asury-StD,,\;e Ag'reomen ts OJ' tho
CMIA def'ault procedur-es oocllfiocl at ~11
CPR part 206, "Wl tndrn.wa.l of CaRb
1'1'0111the Treasury [01' Arlvo.noes under
fo'oclol'al Gl'ant and Ouher PJ'OrlTfl.I1lS, "
ill) Wl'lt\;en nrooertnrea 1'01' dot,er-

minll1[(' t;he l'Elfl.flOnflllleneRfJ, al loca.hi l ity
and ,111owabl ll l;y of coats in fWGol'dn,nGe
wi th the prnvisicns of the appl ioable
f<'edel'al coat, principles and the terms
and condttion« of the award.

(7) Accounting records including' cost
aocouuttng' records that. are supported
by ROUrGedocumentation,

(C) Where the Federal Government
guarantees or insures the rapavmont of
money borrowed by the recipient. ROD,
at its disoret.ion, may require adequate
bonding and insurance if the bonding-
and insurance requirements of the re-
cipient are not deemed adequa.te to
protect the interest of the Federal Gov-
ernment
(cl) BUD may require adequate fidel-

ity bond coverage where the recipient
lacks sufficient. coverage to protect. the
Federal Government's interest.
(e) Where bonds are required in the

si tuations described above, the bonds
8119,lJbe obtained from companies hold-
ing' certifica,tes of authort tv as accept-
able sureties, as prescribed in 31 CFR
part 223, "Surety Companies Doing-
Business with the United Sta.te8,"

~84.22 Payment.
(a) Payment methods shall minimize

the time elapsing' between the transfer
of funds from the United States Treas-
ury and the issuance or redempt.ion of
checks, warrants, or payment by other
means by the recipients. Payment
methods of State agencies or instru-
mentalities 8h9,11 be consistent with
Treasury-State CMlA agreements or
default procedures codified at 31 OFR-
part 205,
(b) R-ecipients are to be paid in ad-

vance, provided they maintain or dem-
onstrate the willingness to mamte.in:

2Li CFR Subtitle A (Li-1-11 Edition)

(J I Wl'it\,en pJ'oc:edures th8,t, minimi ?,(,

t.ll" trme ela.psiru; between the tJ'fLlIf)j'()),
of funds and dtshuraement by the ),("
"ipient: and

(?, I Pinn,ncial management ~V~;L"ITJC"

thu.t. 111(;el.the'l st.anrla.rds Inr fund con,
tl'ol a.nd fl,ocounL8.lJilit~r a.a es\,[l,hliHlwd
in §fH.21. Cl~811advances \,0 8, reclpirmt.
ortranizat.io» slmll be Jimlj;e'lrl LO t.lw
minimum amounts nosdod lend 11,1
tlmed to bE, III accord ance wit,h tile, n,r:·
tual , im mnd ia.t,« cash I'Gquil'Elll1el1Ls oj

the I'eel plmlt orr\,anlzat;ion in en,)']'vl nv:
nut. th« PUI']JOHG of the approvnd )11'().

gram or project T'he tl mi nt; 'tnt!
amount; of caah advances shall he m;
close as is admtniatra.ttvelv feasible \'0
the aotual disbursements by the recipi·
ent organize.tion for direct projrru.m or
project costs and the propor't.iona.t.«
share of any allowable indirect. G08t,S,
(0) Whenever possible, advances sha.l)

be consolidated to cover ant.icmat.ert
cash needs for all awards made by HUD
to the recipient.
0) Advance payment mechanisms in-

elude, but. are not, limited to, Tre3.Hury
check ant] electronic funds transfer,
(2) Advance payment mechamams are

subject. to 31 CFR. part; 205,
(3) Recipients shal) be authorized t(l

aubmrt r-oqueats for adva.nces a.nrl rairn-
buraernente at Ieant morrthl v when
electronic fund transfers are not used.
(d) Requests f'or 'l'reaaury check a.rl-

vance payments shall be submitted
through electa-orric means determ ineo
by the au tho rizfng BUD pr-ogram. or on
forms as may be authorized by OlvIB.
This form is not to be used when Trea.s-
ury check advance payments are made
to the recipient. automa.ticallv througb
tile use of a predetermined payment
schedule or if precluded by special BUD
instructions for electronic Iunds trans-
fer.
(e) Re.Imbtu-serncnt is the preferred

method when the requh-emerrts in para-
graph (b) of this section cannot be met.
HUD may also use this method on any
construction agreement, or if the
major portion of the construct.i on
project is a.ooornphshed thrcuan pri-
vate market financing or Federal
loans, and the Federal assistance con-
stitutes a minor portion of the project.
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(1) When the reimbursement method
is used, HUDsha.Il rna.leepayment with-
in 3(1 days after receipt of the billing,
unless the billing is improper.
(2) Recipients shall be authorized 1,0

submit request for reimbursement at
least monthly when electronic funds
transfers are not used.
(f) If a recipient cannot meet the cri-

teria for advanoe payments and HUD
has determined that reimbursement is
not feasible because the recipient lacks
sufficient working capital, HUD may
provide cash on a working capital ad-
vance basis. Under this procedure, HUD
shall advance cash to the recipient to
cover its estimated disbursement needs
for an initial period generally geared
to the awardee's disbursing cycle.
Thereafter, HUD shall reimburse the
recipient for its actual cash disburse-
ments. The working capital advance
method of payment shall not be used
for recipients unwilling or unable to
provide timely advances to their sub-
recipient to meet the subrecipient's ac-
tual cash disbursements.
(g) To the extent available, recipi-

ents shall disburse funds available from
repayments to and interest earned on a
revolving' fund, program income, re-
bates, refunds, contract settlements,
audit recoveries and interest earned on
such funds before requesting additional
cash payments.
(h) Unless otherwise required b;l' stat-

ute, RUD shall not withhold payments
for proper charges made by recipients
at any time during' the project period
unless para,graphs (h)(1) 01'(h)(2) of this
section apply.
(1) A recipient has failed to comply

with the project objectives, the terms
and conditions of the award, or Federal
reporting' requirements.
(2) The recipient or subrecipient is

delinquent in a debt to the United
States as defined in 01l'I:BOircular A-
129, "Managing Federal Credit Pro-
grams." Under such conditions, HUD
may, upon reasonable notice, inform
tne recipient that payments shall not
be made for obligations incurred after
a specified da.te until the conditions
are corrected or the indebtedness to
the Federal Government is liCjuic1at,ed.
0) Standards governing the use of

banks and other institutions as deposi-

§ 84.22

torieB of Iunds advanced under awards
are as follows.
(1) Except for st tuattons c]escribed in

paragrapb (i)(2) of this section, HUD
shall not require separate c]epository
accounts for funds provided to a recipi-
ent or establrsh any eligillilit:\' require-
ments for deposit.ories for funds pro-
vided to a recipient, However, recipi-
ents must be able to aocount for the re-
ceipt. obligation and expenditure of
funds.
(2)Advances of Federal fU11c1sshall be

deposited and maintained ill insured
accounts whenever possible.
(j) Consistent with the national goal

of expanding the opportuni ti es for
women-owned and minority-owned
business ent.erprises, rocrpients shall be
enoouraged to use women- owned and
minority-owned banks (a bank which is
owned at least 50 percent ])y women or
minority group members).
(k) Recipients shall maintain ad-

vances of Federal runds in interest
bearing accounts, unless paragraphs
(k)(l) , (k)(2), or (k)(S) of this section
apply.
(1) The recipient receives Jess than

$120,000in Federal awards per year.
(2) The best reasonably available in-

terest bearing account woulc1not be ex-
pected to earn interest in excess of $250
per year 011Federal cash balances.
(3) The depository would require an

average or minimum balance so mgh
that it. would not be feasible within the
expected Federal and non-Federal cash
resources.
(1) For those entities where OllilA

and its implementing regulations do
not apply, Interest earned 011Federal
advances deposited ill interest bearing
accounts shall be remitted annually to
Depa,rtment of Healtb and Human
Services, Payment 1I'Ianagement Sys-
tem, P.O. Box 6021, Roclcville, MD
20852.In keeping' wi th Electronic Funds
'I'ransf'er rules (S1 CFR part. 206), inter-
est. should be remitted to the HRS Pay-
Jl1811tMaJmg'ement S~'steJl1through an
electronic medium such as the
FED\NIRE Deposit system. Recipients
which do not have this capa,bility
should use a check. Interest am ou.nts
up to $250per year mas be retained by
the recipient for administratlve ex-
pense. State universities and llOspitals
shall comply with CM:IA,as it. pertains
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§ 84.23

1.0 11l\'("·,,m.. ! I ».n "nLIL.\' ~;\l!).I("'t 1.0
r:!vT1/\ ll~ns ! tH OWIl [u nrls: to pn:,' pr(,-
:Iw<lrrl CI()flts 10]' cJI~cr0tlonn.I':V a.warrls
w i t.hou t pr+or w)'I1'.I,on iLPPI'ovn,! from
1,1)(·\ Pf-IciHl'aJ :;l.w:.tl'din~),' a~):(~nCV, jt; waives
i \;H l'ig·h1. t.o I'CJcov()r the i111'.81'881, under
C)vTJA.

([,iI PH 'J7011.,'lopl .. J~l. ]!Hl1. ItS arne udorl a.t. 'If>
Ii'n 'IJOII!). ,11l1), Ir,. 20101

9 f{,1,2:J CORt. Aharing- 01' mutch ing.

WI 1\11 cou tr-ibu.t lnns. Including cash
.md Lhjl'cl pD.J'ty in-kind. aha.l) he. ao-
'I,..pteel a,A PiLI'1.of t11(; I'!lcjpient's e081.
~111:u'illg OJ' nlfltchinrf when such con-
Lrll'llll;lons meet. n,l1 of Lhe following' crt-
i.orta.

(J) Are verifiable from th« recipient's
recorda.
(2) Are not included as contributions

1'0),any nther federally-assisted project
or program.
(3) Are necessary and reasonable Ior

proper and efficient accomplishment of
project, or prog-ram obiecttves.
(4) Are allowable under the appl ica-

hle east. principles.
(5) Are not paid by the F'erlera.l Gov-

ernment under another award, except
where authorised by Ji'ederal statute to
be used for cost sharing' or matching'.
(6) Are provided for in the approved

budget. when required by HUD.
(7) 00nfo1'111 to other proviai ons of

this part, as appl icable.
(b) Unrecovered indirect. costs may be

mel uded as part. of cost sharing- 01'
ma.tching' only with the prior approval
of HUD.

(C) Values for recipient. contributions
of servi ces and property shall be estab-
lished in accordanoe with the applica-
b]e cost principles. If HUD authorizes
recipients to donate buildings or land
for construction/facilities acquisition
projects or long-term use, the value of
the donated property for cost sharing
or matching' shall be the lesser of para-
graphs (c)(l) or (c)(2) of this section.
(1) The certified value of the remain-

ing' life of the property recorded in the
recipient's accounting records at the
time of donatton.

(2) The current. fair market »alue. How-
ever, when there is sufficient justifica-
tion, HUD may approve the use of the
current fair market value of the do-
nat.ed property, even if it. exceeds the

24 CFR Subtitle A (4- 1-1 1 Edition)

""l'l,iriori Vcl.lln, ;1,1. I.lw time, ol' drma.t.i o n
',0 Lilo pro.iocL.
Irl) Vo lun t.eer serviG"s furnished Ii.\'

prOfr;flRiona.l a.nrl tec hrrica l personnel.
co nsn II;D.11ts. and othe1' skiUf\f! il.llri nn-
skfl lerl la.ho r miL:\' be counted as COfli.

sharinr; OJ' matching if t.he ae rv icr: iH a n
integrD,l arid neceasarv PlW!. of ,1.11 ;l,P-
prover! proiect. or pI'ogr3.1l1. Rn,1.(1S lor
volunteer sorvicea shall be corials ton t.
with thORO paid 1.'0),gimilfU' work in 1,1)(,
I'flejpient's org'aniz9,1;ion. In thOHP. in-
HLances in wh] ell the requ Ired 8]( ills ,LI'(,
not. round in the recipient on.\'ani~,ilLi()lI.
l'8.1,e8 shall be oonstatenf w: tll 1,lIr)H',
paiel raj' similar wOI'I[ in the labor mal'
ket in which the recipient competes ror
the kind of services involved. In either
case. paiel fringe benefits that are rea-
sonable, allowable, and allocable m8.Y
be included in the valua.ti on.
(e) When an employer other than the.

recipient furnishes the services of an
employee, these services shall be val-
ued at. the employee's reg-ular rate of
pay (pIUR an "mount. of f'ringe benefits
that; are reasonable, allowable. and 8.]-
loca.hl e , but. cxolustve of oVflJ'lwfl,d
oost.s), provided these services 8,]'H in
the same skill ror which the emplovee
if: norrna.lly pa.id.
(f) Dona.ted Hupplies 111A,Y inc) nr18

811Gb rtems as expenda.nle equtpmcnt.
office supplies, laborat.orv supplies 0)'

workshop and classroom suppl: AS.

Va.Iue assessed to dona.ted supplten in-
clurled ill the cost. sharing' 01' mat.chine
sharp, sha.ll he reasonab Ie [J,l1(J sha II n 01
exceed the fair market value of tile
property at. the time of the donation.
(g) The method used for determining-

cost sharing or matching for doriat.ed
equipment, bul.Iding's and land for
which title passes to the recipient may
differ according to the purpose of the
award, if paragraphs (g)(l) or (g)(2) of
this section apply.
(1) If the purpose of the award is to

assist the recipient in the acquisition
of equipment, buildings or land, the
total value of the donated property
may be cla.rmed as cost. sharing' or
matching.
(2) If the purpose of the awar-d if1 to

support activities that require. the use
of equipment, buildings or Ianrl, nor-
mally only depreciation 0)' use charges
for equipment and buildings may be
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Office of the Secretary, HUD

marle. However, t.hr- full value of equip-
ment. or other capital assets and i[.ir
rental charges for Iand may be allowed,
provided that HUD has approved the
charges.
(h) The value of donated property

shall be determined ill accordanoe wrth
tbe usual accounting' policies of the re-
cipient, with the following qualifica-
tions.

(1) The value of donated land and
huijdings shall not exceed its fair mar-
ket value at the time of donatioll to
the recipient as established b~' an inde-
pendent appraiser (e.g., oertified 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 fail' rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
building in the same Iooalrty.
(4) The value of loaned equipment

shall not exceed its fair rental value.
(5) The following' requirements per-

tain to the recipient's supporting
records for in-kind contributions from
third parties.
(i) Voltmteer services shall be docu-

mented and, to the extent feasible, sup-
ported by the same methods used b~'
the recipient for its own employees.
(ii) The basis for determining the

valuation for personal service, mate-
rial, equipment, buildings and land
shall be documented.

~:84..24. Program income.
(a) I-IUDshall apply the standards set

forth ill this sectron ill requiring recipi-
ent organizations to account for pro-
gram income related to projects fi-
nanced ill whole or in part. with Federal
funds.
(b) Except. as provided in paragraph

(h) of this section, program rncome
aarned during' the project period shall
be retained b;ythe recipi ent and, in ac-
cordance witn HUD reg'ulations or the
terms and conditions of the award,
shall be used ill one or more of the
ways listecl ill the following.

§84.24

(l) Acldecl to funds committed to the
project by HUD anrl recipient and used
t.o further eligi ble project. OJ' progTam
objectives.

(2) Used to finance the Don-Feelsra,)
share of the project or program.
(3)Deducted from the total project or

program allowable oost ill determining'
the net allowable costs on which the
Federal share of costs is based.

(C) When HUD authorizes the disposi-
tion of program income as descri beel in
paragraphs (b)(l) or (b)(2) of this sec-
tion, program income in excess of any
limits stipulated shall be used ill ac-
cordance with paragraph (b)(3) of this
section.
(d) In the event that HUD does not

specify in its regulations or the terms
and conditions of the award how pro-
gram income is to be used, paragraph
(b)(3) of this section shall apply auto-
matically to all projects or programs
except research. For awards that sup-
port research, paragraph (b)(l) of this
section shall apply automaticall~' un-
less HUD indicates in the terms and
conditions another alternative on the
award or the recipient is subject to spe-
cial award conditions, as indicated in
§84.14.
(e) Unless HUD regulations or the

terms and conditions of the award pro-
vide otherwise, recipients shall have no
obligation to the Federal Government
regarding program income earned after
the end of the project period.
(f) If authorized by I-IUDregulatiollS

01' the terms and conditions of the
award, costs tncirlent to the g'eneration
of program income may be deducted
from gross income to determine pro-
gram income, provided these costs have
not been charged to the award.
(g) Proceeds from the sale of property

shall be handled in accordance wrth t.he
requirements of the Property Stand-
ards (See §§ 84.30 through U1.37).
(h) Unless HUD regulations or t.he

terms and condition of the award pro-
viele otherwise, recipients sha.ll have no
oblig'atiol1 to the Feeleral Government.
wi tn respect to program income earned
from license fees and royalties for
copyrighteel material, pat.ent.s, patent.
applications, tru.demurks, and inven-
tions produoed uncle]' an award. 110w-
ever, Patent and Trademark Amencl-
merits (3f) D.S.C. 18) apply to inventions
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§ 84.25

11 IiirI(··IJllrlA)'11.11 o):P"I'I'"l\lIl.al. <I<'I!<:lojl
mnnt.n.l OJ' l'm'Wi-LJ'ch a.warrl.

~H'f.2G ft(>ViHIOll of' hudg'ej lind pro-
g'I'Ulll pluu».

,,1.1 ']'1'1" bur!g·E)1. plu,n is LlH; rinanctul
(JX)lI'(;Hsio[)of the project or j}I'Og'l';lJllas
iJ,JlJll'ovodduring' the a.wa.rd prooesn. It
lYla.v incl ude ei ther the F'(,rJel'111and
non-Pedera) shn.re , 01' only the Federa.!
SillLl'fl,c10penciing upon HUD I'equil'o-
menta. It shall be relu.t.erl t;o perf 01'111-
anne 1'01' pl'og'1'am eva.lua.t.l on purpoHoH
whenever apm-oprfa.te.
(h) Recipients are requtred t.o I'P.POJ'j,

cifwin,tions from budrret and provrarn
plans, and request. prior approva)s [01'
h\HIg'eLand protn-am plan revisions. in
accordance with this section.
(e) For nonconst.ructron awards, re-

cipients shall request prior approvals
Irorn I-IUDfor one or more of the fol-
lowing program 01' budget related rea-
sons.
(1) Change in the scope or the objec-

tive of the project. or program (even if
there is no associated budtret revision
requiring prior written approval I.
(2) Change in a key person specifieci

in the apulica.tion or award document.
(3) The absence for more than three

months, or 8, 25 pernent reduction in
time devoted to the project, bv the ap-
proved project director or principal in-
vestigator.
(4) The need for additional Ji'ec1eraJ

funding.
(5) The transior of amounts budgeted

for indirect costs to absorb increases in
direct costs, or vice versa, if approval
is required by HUD,
(6) The inclusion, unless waived by

HUD, of costs that require prior ap-
proval in accordance with OMB Cir-
cular A-21, "Cost Principles for Insti-
tutions of Higher Education," OMB
Circular A-122, "Cost Principles for
Non-Profit Organizations," or 45 CFR
part 74 Appendix E, "Principles for De-
termining Costs Applicable to Research
and Development under Grants and
Oontracts with Hospitals," or 18 CFR
part 31, "Contract Cost Principles and
Procedures," as applicable.
(7) The transfer of funds allotted for

training allowances (direct payment. to
trainees) to other categ'ories of ex-
pense,

24 CFR Subtitle A (4-1-11 Edition)

([J I IIJ) IOHR (Ir~RcI'i hod in the fJ.)1pliCII-
Lion a.nrl fundecl ill tlw 1I.1))'ov(;d
noWILI'elB, (;118 subaward, transior or (IOIl-
\'.),IJ.cting' out. of any work undo)' IJ.n
nwarri. 'Phis provision does not, a.ppl v Lli
th« pureha.s« of suppliea: ITIII,/'.oriILl.
equipment or g-enel'al support. H(~I'VinOR.
(d) No other prior appr-ova) J'w/uil'(C

merits ror sj)f-lcific items may 1)(\ im-
pOHcod unlElHRa deviation has been ;J.p-
proved hy OMB.
IB) illXCBjlt. for J'co(f\lircomonLH liHL"d ill

paJ'fLr.rl'fl,phR (())(]) a.nd (n)(4) of (;hif\Hec-
tion. HUD 18 aut.hortzed. a.t. Its opl;iOI1,
(,0 Wa.iVBcoat-related and adrrrinint.rn-
tive pr+or wl'i(;t,en a.pprovn.lu l'ElC/uirnri
by Circular A-ll0 and OMB Circulars
A-21 and A-122. SUell watvers may in ..
elude authorizing' recipients 1',0 do a.nv
one 01' more of the following.
(l) Incur pre-award costs 90 calendar

days prior to award or more than BO
calendar days with the prior approval
of HUD, All pre-award costs are in-
cur-red at the recipient's risk (i.e .. H'lJD
is under no obligation to reimbur:«.
such costs if for any reason the recipi-
ent c108Bnot. receive an award or if thE'
award is less than anticipated and in-
arlequa.te to novel' such costs).
(2) Ini tia.te a one-time extension of

the expiration elate of the awar-d or up
to 12 months unless one OJ'mOJ'8of t11B
following conditions apply. For O1lH-

(;i111eextensions, the recipient must, no-
tify I-nTD in writing with the R11P-
porting' reasona and revised expirani on
dat.e at. least JO da,ys heforA the expi ra-
tion dat.e specified in the D,W8,1' rl. 'Phis
one-time extenston may not be eX81'-

oised merely for the purpose of uRing'
unobl iga.ted balances.
(i) The terms and conditions of 8,WCLl'el

prohibit. the extension.
(ii) The ext.enaion requires addrtional

Federal funds.
(iii) The extension involves any

change in the approved objectives or
scope of the project.
(3) Carry forward unobligated bal-

ances t.o subsequent funding periods.
(4) For awards that support research,

unless IIUD provides otherwise in
HUD's regulations, the prior approval
requirements described in paragraph
(e) of this section are automatically
waived (I.e., recipients need not. obtain
such prior approvals) unless one of t.he
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conditions included in paragraph (e)(2)
of this section applies,

(0 HUD may , at its option, restrict.
the transfer of funds among direct cost
categories or programs, runctrons and
activities for awards ill which the Fed-
eral share of the project exceeds
$100,000and the cumulative amount of
such transfers exceeds or is expected to
exceed 10percent of the total budget. as
last approved by HUD, HUD shall not
permit a transfer that would cause any
Federal appropriatiol1 or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

(g) AD other changes to nonconstruc-
t.ion budgets, except for the changes de-
scribed in paragrap11 (j) of this section,
do not require prior approval.

(h) For construction awards, recipi-
ents shall request prior written ap-
proval promptly from HUD for budget
revisions whenever paragraphs (h)(l),
(11)(2)or (h)(3)of this section apply.

(1) The revision results from changes
in the scope or the objective of the
project 01' program.

(2) The need arises for additional
Federal funds to complete the project.

(3) A revision is desired which in-
volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable
OMB cost principles listed in §84.27,

0) No other prior approval require-
ments for specific items may be im-
posed unless a devia.tton has been ap-
proved bJ' OMB.

(j) WIlen HUD makes an award that
provides support for both construction
and nonconstructiOl] work, BUD may
require the recipient to request prior
approval from HUD before making any
fund 01' budget transfers between the
two types of work supported,

(k) For both construction and non-
constructiOl] awards. HUD shall require
recipients to notify HUD 111writing
prorupt.Iy whenever the amount of Fed-
era] authorized funds is expected to ex-
ceed the needs of the recipi ent for the
project period l)y more than :;;5000or
five percent of the Ferlcrul award,
whichever is greater. This notification
shall not. be required if an a.pplication
for addl tional funding is submitted for
a continuation award.

§ 84.26

OJ When requesting approva.l for
budget revisions, recipients shall use
the budget forms tnat were usee] in the
appli cati 01] unl ess HUD indi cates a 1et-
tel' of request suffices.

uri) Withi]] 30 calendar days from the
date of receipt of the request for budg-
et revisions, HUD shall review the re-
quest and not.ifv the recipient whether
the budget revisions have been ap-
proved. If the revisiOl] is still under
oonsidera.tron at the end of 30 calendar
days, HUD shall inform the recipient in
writing of the date when the recipient
may expect the decision.

§ 84..26 Non-Federal audits.
(a) Recipients and subrecipients that

are institutions of higher educatacn or
other non-profit organizataon (includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
(31 U.S.C. 7501-7507)and revised OMB
Circular A-13S, "Audits of States,
Local Governments, and Non-Profit Or-
ganizations. "

(1) Non-profit organizations subject
to regulations in the part 200 and part
800 series of this title which receive
awards subject to part 84 shall comply
witll the audit requirements of revised
OWIB Circular A-13S, "Audits of States,
Local Governments, and NOl]-Profit Or-
ganizations." For HUD programs, a
non-profit organization is the mort-
gagor or owner (as these terms are de-
fined in the regulations in the part 200
and part 800series) and not a related 01'
affiliated organization or entity.

(2) [Reserved]
(b) State and local governments shall

be subject to the audit requiremel1ts
contained in the Sing'le Audit Act
Amendments of 1996 (31 D,S.C. 7501-
7507) ancl revisecl OMB Circular A-133,
"Audits of States, Local Governments,
and Non-Profit Organizations."

(c) For-profit hospitals not. covered
by the audit provisions of revised OIl'lB
Circular A-13S sha.ll be subject. to the
audit reCjuirements of tl;e Fec1era]
awat'ding ag'encies,

Iel) Commercial orgurnzataons shal l
be subject to the audit. requirements of
HUDor the prime recipient as incor-
porated into the award c1ocument.
[f)fl FR 17011. Sepl. 13. 18[14. as amended a.t 02
FR 61617, icov. lU,lU87]
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§ 8<'1,27

'1i~1,27 Allowuhl« (,()~I.g,

Po)' eu.ch k ir«! 01' I'HClpionl., LiJo)'" iN H
enl. of F'rod()rnJ principles 1'01' r1(\t.(])'~
m in lnu a.llow a.h}e OOst.s. AlIowH.lJilitv oj'
cOgLR shall be ()()I;el'mined in accord-
anon wltb the cost principles a.ppl lca.ble
III th(, entity lnclUrring' the costs. 'rhus,
;~JlowalJilltJ' of coats incurred by Stat,e,
loca.l 0)' i'edel'u,llY-I'eGog'nizorJ Indian
t;rHJl11 g'overnmonts is determined in
aocorrlance with the provisions of OMB
Clrculal' i\~·87, "Coat Prlncf pleu for
,SLfI,l;e;mel TJOOll,lGOVB1'l1nJonl,H." The a.l-
]nwH,lJllf1;y of eORLR il)()Ul'I'wl by non-
p)'oflt org'anizat;ions is ciet,e)'mlnoci in
ac()oJ'clal1ce with the prnvini ons of OlvTn
Ci)'rmla)' A-122, "Cost, Principles for
Nou-Prof'it, Ol'g'anizations," The allow-
"bility of costs incurred by institutions
of llig-her education is determined in
acoo rdanne with the provisions of OMB
Circular A-21, "Cost Principles for
Educational Institutions," The allow-
ability of costs incurred by hospitals is
determined in accordance with the pro-
visions of Appendix E of 45 CFR. part 74,
"Principles for Determining Costs Ap-
pl icable to Renearch and Development
Unrler Grants and Contracts wJth Hos-
pit.a.ls." The a.Ilowabi li tv of costs 111-
curred by commercia) ol'g'anizations
and those non-profit. onrantzattons Itst-
ACli 11Attachment C to Cir-cular A-·122 is
determined in accordance wrth the pro-
visions of the Federal Acquisition Reg'-
ulat.ion (FAR) at 48 CFR part 31.

~ 84,28 Period of availability of funds,
Where a funding' period is specified, a

recipient mav charge to the gTant only
allowable costs resulting from oblrga
ti ons incurred during the funding' pe-
ri o(] and fWY pre-award oos ts author-
ized by HUD,

PROPERTY STANDARDS

§ 84.30 Purpose of property standards.

Sections 84,31 through 84,37 set forth
uniform standards governing' manage-
ment and disposition of property fur-
nished by the Federal Government
whose cost was charged to a project
supported by a Federal award, HUD
shall require recipients to observe
these standards under awards and shall
not impose additional requirements,
unless speciff cal ly required by Federal
statute, The recipient may use its own

24 CFR Subtitle A (<'1-1-11 Edition)

pI'OlW.l'I·,y n·)anag·eI118111. ~j,ILl'i(hLrrlR and
jJl'Or:Odll)'f1N provided lt. olisflrV('!R til"
pl'()vic!iol1s of' §§ 01,3J tbl'OUg'h (1'1.37.

~;11,1,:11 1l1Hut'HI1ce (loveJ'lIg'e,
H.eeipient;g sha.ll , at a minimum. )JI'o

v idn th« equivalent Insurance oov(·)r:I.>:·('
for roa.l pl'Opel'ty and oquipmcnt ar:-
qutr erl 111'1 th Federal funds as prov ider:
to property owned by t;he l'ecipicmL.
P'CI(]Ell'f.I.I1Y-OWl1G(]properuv nBHrl not Iw.
Insured unless required by t.h« i.errns
and conditions of l;h8 nward.

~114,:l2 Reul pI'opedy,
HUD pl'eHcribes tho f'ollowtru; I'oqnirn

rnen ts for rectp ients concerning t;lH) URCI
and clisj)oHition of real )JJ'OPGl'ty IW'
qui red in whole 01' in part uncle)'
awards:
(a) Title to real propElrty shall vest in

the recipient subject to the conrlit.ion
that the recipient shall use the rea.l
])1'OPEl1'ty for the authorized purpose of
the project as long as it is needed ami
shall not encumber the propert:\' wi th-
out approval of fWD.

(11) The recrptent shall obtain writt.en
approval by HUD for the URe of' I'(·w,l
property in other federa11y-sponrJ01'od
projects when the recipient determines
tI19,1; the property i~ no longer nemirod
for the purpose of the original project
Use in other projects 8hs,11 be limited
to those under Iodera.Ilv-sponso rerl
projects (i.e., awards) or nrograrns that,
have p11rp08e8 consistent wi t11 those
a.ut.hoi-Ized for support by HUD,
IC) When the real property is no

longer needed as provided in para-
graphs ra ) and (b) of this section, the
reci pient 8h8.11 request diaposf ti on in-
structions from HUD or its successor
Federal awarding- ag-ency. HUD shal l
observe one or more of the following-
disposition instructions,
(1) The recipient may be permitted to

retain title without further obligation
to the Federal Government after it
compensates the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable to the Federal nar-ticipe.tton in
the project,
(2) The recipient may be directed to

sell the property under g'uidel ines pro-
vided by HUD and pay the Federal Gov·
ernment for that percentage of the cur-
rent fair mar-ket, value of the property

1fJC
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nt.trfbutable t.o the Federal part.tcipa-
tion in the project (after cleducting ac-
tual and reasonable selling anel fix-up
expenses, if any, from the sa] es pro-
ceeds). When the recipient is author-
izeel or req uired to sell the property,
proper sales proced ures shall be estab-
lished that provide for competition to
the extent practicable and result in the
highest possible return.
(3) The recipient may be directed to

transfer title to the property to the
Federal Government 01' to an elig'ible
third party provided that, in such
cases, the recipient shall be entitled to
compensation for its attributable per-
centage of the current fair market
value of the propert~'.

§ 84.33 Federally·owned and exempt
property.

(a) Federally-owned property. (1) Title
to federall~'-owned property remains
vested in the Federal Government. Re-
cipients shall submit armualry an in-
ventory listing of federally-owned
property in their custody to HUD.
Upon completion of the award or when
the propertv is no longer needed, the
recipient shall report the property to
HUD for further HUD utilization.
(2) If HUDhas no further need for the

property, it shall be declared excess
and reported to the General Services
Administration, unless HUD has statu-
tory authoritJ' to dispose of the prop-
erty by alternative methods (e.g., the
authority provided by the Federal
Technology Transfer Act (15 U.S.C. 3710
(I» to donate research equipment to
educational and non-profit. organize-
tiona in accordance wrth E.O. 12821,
"Improving Mathematics and Science
Education in Support. of the National
Eclucatioll Goals."J Appi-opri ate in-
structions shall be issued to the recipi-
ent by I-IUD.
(b) E:velllp1 JJropel'tll. When statutol';\'

authority exists, }IUD has the option
to vest title to property acquired with
Federal funds in Lhe recipient without
further obligatioll to the Federal Gov-
ernment and under oondttrone HUD
considers appropriate. Sucb property is
"exempt property." Should HUD not
establish conditions, title to exempt.
property upon n.oquis.itron shall vest ill
the recipient without further obliga-
tion to the Federal Government.

§ 84.34

* 84..1)4 Equipment.
([1.) Title to equipment acquired by a

recipient. witb Federal funds snal l vest.
in the recipient. subject. to conditions
of this secti on.
(ll) The recipient shall not use equip-

ment acquired with Federal funds to
provide services to nOll-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifica113' au-
thorized by Federal statute, for as long
as the Federal Government l'etains an
interest in the equipment.
(c) The recipient shall use the equip-

ment in the project or program for
which it was acquired as long as need-
ed, whether 01'not the project or pro-
gram continues to be sUPP01'ted b;VFed-
eral funds and shall not encumber the
equipment without approval of HUD.
WIlen the equipment is no longer need-
ed for the original project or program,
the recipient shall use the equipment
in connection with its other federally-
sponsored activities, in the following
order of priority:
(1) Activities sponsored by HUD

which funded the original project; then
(2) Activities sponsored by other Fed-

eral awarding' agencies.
(d) During the time that equipment

is used on the project 01' program for
which it was acquired, the recipient
shall make it available for use on other
projects 01' programs if such other use
will not interfere wi th the work all the
project or program f01'which the equip-
11181Jtwas originally acquired. First
preference for such other use shall be
given to other projects or programs
sponsoreel by HUD that financed the
equipment; second preference shall be
given to projects or programs Sp01J-
soreel by other Federal awarding agen-
cies. If the equipment. is ownecl by the
Federal Government, use OlJ other ac-
tivities not. sponsored by the Federal
Governmellt shall be permissible if au-
thorized JJJ' HUD. User charges shall be
treated as program income.
(e) W1Jen acquiring rephwement

equipment, the recipient mRY use t.he
equipment. to be replaced as trade-in or
sell the equipment and use the pro-
ceeds to offset the costs of the replace-
ment equipment subject to the ap-
proval of }IUD.
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§ 1l4,34

(1'1Tile' I'(~cipie'n\.'s property nml1ltg'(;'
mnnt. ,(LllIHlill'(iHfor nrjuipl11()nt IWqUil'Bd
wiLI'l JCflriel'ILIf\Jnds and fe(lenLily-owneci
"'1nip11l8n1.RhiJ,I1include ILlI of th« Io l-
.owiuu.

(I i IDquipmon1. rocords shall be! main-
1,J).inmjIWC!l11'H,l'.fdy and shall include the
followlng'lnfortnn,1;ion,
(j) A deacriptto n of the equipment.
(ii) Ml1nufrw\'.Urer's ser+al number,

model number, F'(~dfll'[l,1stock number,
l1o,tiol'1fL1stock number, OJ' other Ideutl-
J'\()J],\;iol1number,
Ii ll) .souroe of t,hc.!equi pmen t. Inol ud-

ing the award number,
(lv) Whether title vests in the recipi-

em. OJ' the Fecleral Government.,
IV) Acquisition date (or date re-

()1~jVI~cI,if the equipment was furnished
by thB Federa,l Government) anel cost.
(vi) Information from which one can

ca) culs.te the percentage of Federal
participation in the cost of the equip-
ment (not appltcable to equipment fur-
nished by the Federal Government),
(vii) Location and condition of the

equ ipmen t and the date the informa-
t.ior: was reported.
(viii) Unit. acquiai tio» cost,
(ix) Urttmate disposition data, in-

eluding- elate of disposa) and sales pi-ice
OJ' the method used to determine cur-
rent fa.!r market value where a. recipi-
ent compensates HUn for its share,
(2) Equipment owned by the Federal

Government shall be identified to inrli-
cat.e Federal ownership,

(8) A phvsioal inventory of oqutpment
sha.ll he taken and the results reo-
onciled with the equipment, reC01'(18at
least once every two years, Any dif-
Ierences between quantities deter-
mined by the physical inspection and
those shown in the aooounting records
shall be investigated to determinB the
causes of the difference, The recipient
Shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and continued need for the
equipment.
(4) A control system shall be in effect

to insure adequate safeguards to pre-
vent loss, damage, or theft of the
equipment. Any loaa, damage, or theft
of equipment sha.ll be investigated and
fully documented; if the equipment was
owned by the Federal Government, the
recipient shall promptly notify HUD,

24 CFR Subtitle A (4- 1-1 1 Edilion)

(5) Ailcl(fUll.te ma.i nt.eriance procedures
sha.l l bA irnpl ementerl to I(eep t.he
8QUjpmcn t in gootl condi tl on.

(G) Wiliwe the recipient is au t;hol'i~e(l
01' ],(1({uil'BC]to Hell the equ ipmont.. prup
OJ' sales prooedures shall he estD,hli!'lilerl
wb ich provide 1'01'oompot.it.ior: to Llw,
()XLBl1t.practn cable anrl l'Elsult in Lhl!
hir\'heflt posAi bl (" r-eturn.
un WI](111 the recl pient. no lon~'or

llHAcls the equipment, t;he B(Jllipment
may b", URN] rot' other Jj,ot,iv1t;ies in s.c-
corrlance with thr, following' fltfmrla.rris.
WOJ' equipment wit.h n, current pSI' unit,
ratr mar-ket. va.l ue of $0000 OJ' more, 1,1'If',
recipient mu.v ret;ain the equipment, 1'01'
other uses pr-ovided the,\' compensn.tf o n
is made to HUD 01' its succesaor. The
amount of compensation shall be corn-
put.ed by applying' the peroentag'8 of
Federal pat'ui cipa'tion in the cost of t.h«
original pr-oject. 01' program to the ClD'··
rent fair market value of the equip-
ment, If the recipient has no need for
the equipment, the recipient shall l'e-
quest disposition instructions from
HUD. HUD shall eletermine whether the
equipment can be used to meet ROD's
requtrernerit,s. If no requirement exists
wit,j1.il1 HUD, the availability of the
equipment shall be reported to j,htl
Gener,11 Servioes Administration hy
HUD t;o determine whether D, l'equil'e ..
ment for the equipment exists in other
Federa,] agenoics. HUD shall issue in ..
structrons to the recipient no In,tel'
than 120 calendar days after the recipi·
ent's request and the following pro GEl-
(lures shall goveru.
(1) If so instructed or if disponit.i 011

inrrtructions are not issued within 120
calendar clays after the i-ectpients re-
quest, the recipient shall sell the
equrpmerrt and reimburse HUD an
amount oomputed by applying' to the
sales proceeds the percentage of Fed-
eral participation in the cost of the
original project or program, However,
the recipient shall be permitteel to de-
eluct and retain from the Federal share
$500 01' ten percent of the proceeds,
whichever is less, for the recipient's
selling' and handling expenses,
(2) If the recipient. is instructeel to

ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Governn1ent by an amount, whioh
is computed by applying the percent-
age of the recipient's part.icipa.tlon in
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the cost. of the oi-iginal project 01'p1'O-
gram to the current Ja.ir market. value
of the equipment, plus anv reaso11,,])J8
shipping' or interim storage costs in-
curred.

(3) If the reoipient is Instructed to
o therwtse dispose of the equipment, the
recipient shall be reimbursed by BUD
for such costs incurred ill its disposi-
tion.

(4) HUD may reserve the right to
transfer the title to the Feder,,] Gov-
ernment or to a third ))"rt;l' named by
the Federal Government when such
third party is otherwise eligible under
existing statutes. Such tr"nsfer shall
be subject to the following' standards.

(i) The equipment shall be appro-
prrately ide11tified in the award or oth-
erwise made known to the recipient in
writing.

(ii) BUD shall issue disposition in-
structions wl thin 120 calendar days
after receipt of a final inventory. The
final inventory shall list all equipment
acquired with grant funds and feder-
ally-owned equipment. If BUD fails to
issue disposition instructions within
the 120calendar day period, the recipi-
ent shall apply the standards of this
section, as appropriate.

(iii) When BUD exercises its right to
take title, the equipment shall be sub-
ject to the provisions for federally-
owned equipment.

* 84.35 Supplies and other eJ..']Jendable
property.

(a) Title to supplies and other ex-
psndable property shall vest in the re-
cipient U]JDnacquisi ti011. If there is a
residual inventory of unused supplies
exoeeding $5000 ill total aggrega te
value upon terminatiOl] 01' c0111p1eti01]
of the project or program and the sup-
pli es are 110tDeeded for any other fed-
erally-sponsored project or program,
the recipient. shall retain the supplies
for use 011non-Federal sponsored ac-
tivities or sell them, but shal.l , in ei-
ther case, compensate the Federal Gov-
ernment. Ior its share. The amount of
compensation shall be computed ill the
same manner as for equipment.

(b) The l'ecipieDt. shall not use sup-
plies acquired with Federal funds to
provide services to non-Federal outside
orgamsations for a fee that is less than
pr-ivate companies charge for equiva-

§84.36

lent services, unless sjJecifimtlJy au-
thorized b;\, Fetlera.] statute, as long' as
the Fede.ral Government retai118 an 111-
terest in tlle suppli es.

* 84.36 Intangible pr-ope'rtv.
(a) T'he recipient may copyrig'llt any

work that is subject to oopvrlg'ht. and
was developed, or for which ownerahip
was purchased, under an award. BUD
reserves a. rOJ'alty-free, nonexclusive
and irrevocable r-ight to reproduce,
publish, or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.

(b) Recipients are subject to applica-
ble regulations governing patents and
inventions, includillg' government-wide
regulations issued by the Department
of Oommerce at 37 CFR past 401,
"Rights to Inventions Made by Non-
profit Organizations and Sma]) Busi-
ness Firms Under Government Grants,
Contracts and Cool)erative Agree-
ments.'

(c) HUD has the right to:
(1) Obtain, reproduce, publish 0]' oth-

erwise use the data. first. produced
under an award; and

(2) Authorize others to receive, repro-
duce, publish, or otherwise use such
data Ior BUD purposes.

(d)(1) 111 addition, in response to a
Freedom of Information Act (FOIA) re-
quest for research data relating to pub-
lished research findings produced under
an award that were used by BUD ill de-
veloping' an agency action that 1mB t11e
force and effect of law, BUD shall re-
quest, and the recipient shall provide,
within a. reasonable time, the research
data so that they Call be made avail-
able to the .publlc tlu'ougll the proce-
durea establ ished UDder the Jl'OlA. If
BUD obtains Lhe i-aseurch data solely
in response to a Jl'OIA request, HUD
may charge the requester H reasonable
fee equaling the full incremental cost.
of obtaining the research data. This fee
should reflect costs incurred by BUD,
the recipient, and applicable subrecir»-
ents. This fee is in addition to a.ny fees
HUD may assess under the FOIA (5
U.S.0.552(a)(4)(A».

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

0) Icesearct: aau: is definecl as the re-
corded factual material COm1l10111yac-
cej)ted in the scientific community as
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§ (Ill 37

1l(~(:OH~n,J'VI',() v a.l idu.t.« l'nH(·~~Ll'ch l'illdil1V:S,

111l1. 1101. ;J,ny or I',lH: rollowillc\': )))'()Iirni
11:1J'y anaIYf18f\, dl'aJI:s of w\ientifje, JlH'
W:I"\. plil.llf' 1'0], rlll,l1!''' rnHHal'Gh, poe]' I'H'
VI"WS. (J)' oo nuuunica.tinns with (\0]'

!n:I.':'llm:. ThIs "rcoeo)'r1ncj"mn,t,orin,] ox-
eludes phvsir:al oh,jer:i;s le,g'" laiJOJ'll.Lory
:·:Il.mpJr'B I. !i.es(!(!,rc/I dato. n.lso do not. in
clu cio:
I A) 'T'rH.clc-)H(;81'(\tS,r:ommo)'cia.1 inror-

ma.t: 011, rnuueriuls necessary to be beld
crmf'iderrt ia.) hy It researcher un ti] I;hey
,'\1'0 published, 01' Rlm1Jn.I'informfl,l;ioll
which iRpl'otectecl unrter ln.w: IUlII
(DI Parsonne) all c) morllca) informu-

tio n and similar information the dis-
closure of wh lol: wculrl GonHI',It;uI,()8.
cleltrJy unwarranted invarrion of pel"
sona) pr-ivacy, such as information that
coulC] be used to identify 8. particular
person in a.research study,
(ii) Pu.blished is defined D,S either

wlJen:
(A) Reaearch findings are published

in a peer-reviewed scientific or tech-
nical journal: or
(B) HUD publicly and officially cites

the r-esearch finding'S in support of an
C1g'()ncyaot.ion tha.t has the Iorce and
\offecot,of law.
(iii) Usee! in! HUD in developing an

aqr.nC1l oction thai has ilu: force onu! ei-
(eel of tau: is defined as when HUD pub..
Iiclv and officially cites the research
finding'H ill support of an arrencv action
tha,t has the force and effeot of law,
(el Title to intang lule property and

debt instruments acquired under an
awar-d or subaward vestH upon a.cquisi-
tion in the recipient. The recipient
shan use that property for the ortgi-
nal lv-aut.hortzed purpose, and the reo
cipient. sha.Il not encumber the prop-
erty without approval of HUD, When no
Ionger needed for the originally au-
thorized purpose, disposition of the in-
tangible property shall occur in accord-
ance with the provisions of §84,34(g),
[59 FE 47011, Sept, 13, lfJ94, as amended at 65
FR. 30499, M9,:I' 11, 2000]

* 84,37 Property trust relationship,
Real property, equipment, Intangible

proper-ty and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the reo
oipient as trustee for the beneficiaries
of the project or program under which
the property was aoqui red 01' improved,

24 CFR Subtitle A (4-1-J 1 Edition)

J IUU IW(.:I' )'Hquire recipients \.(, J'8e~ord
I inn;; OJ' o t.he r a.ppropria.t« not.ioos of
J'''C~()l'd 1,0 indi Gate that personn.l or l'ell.1

pl'ope)'!'.y has been acquired or immov nil
witl) ji'odHraJ funds anel that. (lS('. ;l.nci

cJillpoHition oo nrltt.ions H,]1pJy 1,0 l:Jw
J)l'ope-))'ty.

PH,(Jmm,EMRN'I'S'I'ANJiJ\f(.JiS

* H4,40 Pur-poa« of pr-ocurement st.a n d-
[ll'd~,

,Socl',iens f14.1] throug'lI 114An Hei. ro)'l,],
RI,ftnclftrc18 for use by 1'(-lcipicJnU;ill (,)8,
t;n,\)lJfJi1inr:;proceclures for t;llf, !1),()CUI'C)
mont of supplies a.nd other expencJfJ,IJi(,
J)l'O)J01'ty.oqutproent. real pl'opertj' and
other servicea with Federa,] Iuncls
These standar-ds are furnished to l))'I'
sure that. such materiala and sel'vines
are obtained in an effective manner
and in oomplianoe with the provisions
of appl ir.able F'ederal statutes and ex-
ecutive orders, No additional procur-e-
ment standards or requirements shall
be imposed by HuD upon recipients.
unless speoifioally required by Federal
statute 01' executive order OJ' appr-oveo
by OMB.

§ R4.41 Recipient responaihilff.ie«.

'flu) stundarrls contained in this "0(:

tion do not. relieve. the recipient of' t.h«
oont.raotua.l responsibilities a,rising
under its oon tr-actun. 'I'he recipient is
the responsible author-itv. without reo
course to HUn, regarrlmg the set.t) e·
merit and sat.iafaction of n,ll oont.ra.c-
tua! and adrntrrisurattve issues arisin,~
out of procurements entered into in
support, of an award or other agre e
mont, This inoludes disputes, cla.irne.
protests of awar-d, source evaluation or
other mat ters of a. contractual nature.
Matters concerning' violation of statute
are to be referred to such Federal,
State or loca.l authority as m8,Y have
proper jurisdiotion,

~84.42 Codes of conduct,

The reoipient shall mamtain written
standards of conduct governing the
performanoe of its employees engaged
in the award and administration of
contracts, No employee, offioer. or
agerrt sha.Il par t.ioipate in the selection,
awartl, or adrnirrista-ation of a contr-act
supported by Federal funds if a real or
apparent conflict of interest would be

7
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mvolved. Such a confnct would arise
when the employee, officer, OJ' agent.,
any member of his or her immediate
family, hie or Iier partner, or an orga-
nteation which employs or is about to
employ any of the parties indicated
herein, has a financial or other interest.
ill the nrm selected for an award. The
officers, emplo~Tees, and agents of the
recipient shall neither solicit nor ac-
cept gratuities, Ia.vors, 01' anything of
monetary value from contractors, or
parties to subagreements. However, re-
cipients may set standards for situa-
tions in which the financial interest is
not substantial 01' the gift is an unso-
licited item of nominal value. The
standards of conduct shall provide for
disciplinar~T actions to be applied for
violations of such standards by offi-
cers, employees, 01' agents of the re-
cipient.

§ 84.43 Competition.
All procurement transactions shall

be conducted in a manner to provide,
to the maximum extent practical, open
and free competition. The recipient
shall be alert to organizational con-
flicts of interest as well as noncompeti-
tive practices among contractors that
may restrict or eliminate competdt.ion
or otherwise restrain trade. In order to
ensure objective contractor perform-
ance and eliminate unfair competitive
advantage, contractors that develop or
draft specifications, requirements,
statements of 'II' ork, invitati ens for
bids and/or requests for proposals shall
be excluded from competing' for SUC]l
procurements. Awards shall be made to
the bidder 01' offeror whose bid or offer
is responsive to the solicitation anc1is
most ac1vantageous to the recipient,
price, quality and other factors consicl-
ered. The other factors shall include
the bidder's or offeror's compliance
with Sectioll 3 of the Housing and
Urball Development Act of 1fJ68 (12
U.S.C. ]701u), hei-earter referrec1 to as
"Section 3." Sectioll 3 provides that, to
the g'J'8lttest extent feasible, anc1 con-
sistent with existing Federal, State,
and local laws, and regulations, eco-
nomic opportunities generated by cer-
tain BUD financial assistance shall be
c1irected to low- and very low-income
persons. Solicitations shall clearly set
Iorth all requirements that the bidder

§ 84.44

or offeror shall fulfill ill order for the
bicl or oiler to be eva] uatecl by the re-
cipient. Any and all bids or offers mav
be reject.eel when it is in the recipient.'s
in terest t.o do so.

~84.44 Procurement procedures.
(a) All recipients shall establish writ-

ten procurement procedures. These
procedures shall provide for, at. a min-
imum, that paragraphs (a)(l), (a)(2J and
(a)(3) of this section apply.
(1) Recipients avoid purchasing' lU1-

necessary items.
(2) Where appropriate, an analysis is

made of lease and purchase alter-
natives to c1etermine which would be
the most economical and practical pro-
curement for the Federal Government.

(3) Solicitations for goods and serv-
ices provide for all of the following.
(i) A clear and accurate description

of the technical requirements for the
material, product 01' service to be pro-
cured, In competitive procurements,
such a description shall not contain
features which unduly restrict com-
petition.
(ii) Requirements which the bidder/

offeror must fulfill and all other fac-
tors to be used in evaluating' bids or
proposals,
(iii) A description, whenever prac-

ticable, of technical requirements in
terms of functions to be performed or
performance required, including the
range of acceptable characteristics or
minimum acceptable standards.
(iv) The specific feat.w'es of "Iira.nd

name 01' equal" descriptions that bid-
ders are requirec1 to meet when such
items are included in the so]icita.tion.

(V) The acceptance, to the extent
praeticable and economically feasible,
of proc1ucts and services dimensionec1 in
the metric system of measurement.
(vi) Preference, to the extent prac-

ticable and economically Ieasible, for
products anrl services that. conserve
natural reSOUl'GeSand protect the envi-
ronment. and are energv efficient..

(b) Positive efforts shall be made by
recipients to utilize small businesses,
mlnori tv-owned Iirms, and women 's
business enterprises, whenever pos-
sible. Recipients of Federal awar-ds
shal) tal~e a.ll of the following steps t.o
further this goal.
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III fDllHlll'f' Lim! :,mILiI I1IlHiIHJHHf7C;,mi-
1101'1 t,' -ownor] fl rm». 'I.ncJ women 'H InlRi,
Iln:IH (\l1I,()1'Pl'iH(7R ar« IIARci to \,111:full(7Rl,
I\)~Loll1. pl'acl;ie)fl,ble,

(:)1 MiLlen Inf'ormn.tl on 01'1 fo)'LhcoJ11inrr
"PII()l'l.uni1'.ie,f' :lv:l,IIHhIR arid f),)'J'll.ng-e
Linlf! i'J'lmleR 1'01' purchases aur) 0011-

LI'HnI,R i>o RIWOUI'IJ,g'8 and facill1;H,V,]In,r·
t.ici pat.ion by smal) husineRHflH, minor-
It,V-OWIW(} [jrmH, and worneu'» Im8i11e88

en1'.erp1'if1eH,
(;]1 COl'lRlcior in thee elontnu:t. prO()BHH

whA1'.hel' fil'lns cornpet.inrr for Jll.I'g'fl)'

conllnl,eLf! Int(ll1ri to HuhmJlltraet with
::mall ImsilwHHBs, m Inor: tv-owned
fll'IllS, and womons buslueaa enter-
pl'iml8,
(1) illnoourag-e oontracttrur with COIl-

HOl'tiuJ1lsof small businesses, mtnorttv-
owned firms and women's business e11-
t.srpriflBs when a contract is too large
ror 0110of these firms to handle individ-
ual lv.

(S) Use the services and assistance, as
a.pproprrate, of such organizations as
\;11eSmall Business Administration and
(,rIS Department of Commerce's Minor-
Ity Business Development. Ag'ency in
the sol ioi te.tion and utiliz,f1tiol1 of
smalJ businesses, minor: tv-owned firms
arid women's business enterprises,
(c) The type of procuring instruments

used t e.g., Iixed price contracts, cost.
reirnburun.bl e oorrtracts, purchase or-
rlera, 8J1d incentive contracts) sha.ll be
deterrnined by the recipient but shall
he appropr ia.t« for the partioular pro-
curement and for promoting the nost
mt.ereat of the program or project ill-
volved. The "cost-plus-a-percentage-of-
cost." or "percenta,ge of constnwtion
cost." methods of oontracting shalJ not.
be used.
(d) Contracts shall be made only with

responsible contractors who possess
the potential ability to perform suc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be given to such
matters as contractor integrity; com-
pliance with public policy, including,
where applicable, Section 3 of the
Housing and Urban Development, Act of
HJ68 (12 U.S.O. 1701u); record of past
performance; and financial and tech-
nicalresources or accessibility to other
necessary resources. In oert.atn cir-
cumstanoes, oontracts with certain
part.ies are restricted by implernenta-

24 CFR Subtitle A (4.,.1-11 Edition)

Lion of J:i}xw:utive OrdBl's 12fJ1f! ,1.11<1
J2nOn, "Dehn,rment <J.nclSI1Hpension," 'l.l
2 CPR pn.rt. 2124,
IE) H.eoipients sh'11J.on request, mu.l«.

ava.i lu.b!e for the F'e(leraJ 8.w'I.I'dirw
n,g'Hll~Y\ pr0-8,wH,rd review and pr(J(~uJ'P

merit dooumen ts. such as requests Iot:
proj)oAfI,lROJ' invitations for Ilirls. iud«
pendent cost. Hsti!1lH.tes,et.c.. when a.nv
of I;lw following condlt.tons a.pplv.
(1) A reoipient's procurement pl'O(:n·

dures 01' opel'n.tion fJLils110 complv w it.l:
1;110 Pl'O()UI'()m(3nt atandarrln In HUrl's
impl em()nI;ati011 of Crrculn.r /I-li 0,

(2) '1'1101 proo urnmen I, is eX]JHc:tori [,('
exceed $100,000 or the s!11JLllpurcruu«:
throshold fixed at. 11 U .S,C, '108 (111,
whichever is greater, and is to hfe
a.warrled without competition OJ' on lv
one bie! or offer is received in response
to a, solicitation.
(3) 'I'he 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 hE'
awar-ded to other than t.he apparent.
low hidrler UncleI'll, souled bid procure-
ment,
(5) A proposed contract mnrl if'ioa.t.ion

chang-es tbe scope of a contruct. or in-
creases the contract amount by more.
than the amount. of the small purchase
threshold,
[5[1 PH ,17011. Sept, 13, )9[J4, JLS a.mended n.t. 72
PH 7a192. DBC, 27. 2007]

~84.45 Cost and price analysis,

Some f'o rm of OOSt.or priee amdy"is
shal) be made and docnment.eel in th«
procurement. files ill connection wit.11
every proom-ernent. action. Price anal-
ysis may be accomplished in various
W8,:\,S, including' the comparison of
price quotations subrmt.ted, market.
prices and similar indicia, together
with discounts. Cost analysis is the re-
view and eva.Iu at.iori of each element of
cost to determine reasonableness,
alloeability and allowabtlttv.

Ii84A6 Procurement. records,

Procurement records arid files [or
purchases in excess of the small pur-
chase threshold shall include the fol-
lowing at a minimum:
(a) Basis for contractor selection;
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ATTACHMEt'-lT _ _ C-....__.
PAGE ...?:.?. __OF 3J PAGES



Office of the Secretary, HUD

(b) c1ustification Ior Iack of competi-
tion when competitive bids or offers
are not. obtained; and

(C) Basis for award cost or price.

R84.,47 Contract administration.
A system for oontract administration

shall be maintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract. and to ensure adequate and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether contractors have met.
the terms, oonditions anc1 specifica-
tions of the contraot.

~ 84.048 Contract. provisions.
The reoipient shall include, in addi-

tion to provisions to define a sound and
complete agreement, the following pro-
visions in all oontracts. The following
provisions shall also be applied to sub-
contracts.
(a) Contracts in excess of the small

purchase threshold shall contain con-
tractual provisions or conditions that
allow for administrative, contractual,
or legal remedies in instances in which
a contractor violates 0]' breaches the
contract terms, and provide for such
remedial actions as may be appro-
priate.
(b) All contracts in excess of the

small purchase threshold shall contain
suitable provisions for termination by
the recipient, including the manner by
wrnch termmatton shall be effected
and the basis for settlement. In addi-
tion, SUC11contracts shall describe con-
ditions under which the contract may
be terminated for default as well as
conditions where the contract may be
terminated because of circumstances
beyond the control of the contractor.
(C) Except as otherwise required by

statute, an award that requires the
contracting (01' subcontracting) for
construction or facility improvements
shall provide for the recipient. to follow
its own requirements relatnng' to bid
guarantees, performance bonds, and
pavment bonds unless the construction
contract 01' subcontract, exceeds
$100,000. For those contracts 01' sub-
contracts exceeding sico.ono, HUD mav
accept. the b011ding policy and require-
ments of the recipient, provided l-IUD

§ 84.48

has made a det.ermination t.hat the
Federa] Government's interest if; a.de-
qua.Lely pr-ot.eot.ed.If such a determina-
tion has not been made, the minimum
rsquiremente shall be as Iollows:
(1) A bid guarantee from each biclder

equivalent to five percent. of the bid
price. The "bid guarantee" sha.ll COlJ-
sist of a firm commitment such as a
bid bond, certified check, 01' otner ne-
gotiable instrumelJt. accompanying a
bid as assurance that the bidder shall,
upon acceptance of his bid, execute
such contractual documents as may be
required within the time specified,
(2)A performance bond on the part. of

the contractor for 100 percent of the
contract price . .A "performance bond"
is one executed in connection with a
contract to secure fulfillment of all the
contractor's obligations under such
contract.
(3)A pavrnent bond 011the part, of the

contractor for 100 percent of the con-
tract price. A "payment bond" is one
executed in connection with a contract
to assure payment as required b;r stat-
ute of all persons supplying labor and
material in the executiolJ of the work
provided for in the contract.
(4) Where bonds are required in the

situations described herein, the bonds
shall be obtained from companies 1101d-
ing certificates of authority as accept-
able sureties pursuant to 31 CFR part
223, "Stu'ety Companies Doing Business
with the Ullitec1States."
(d) All negotiated contracts (except.

those for less than the small purchase
threshold) awarded by rucipierrts shall
include a provision to the effeot that
the recipient, BUD, the Comptroll er
Gel1en~]of the Unitecl States, or any of
their duly authorized representa.tives,
shall have access to any books, docu-
ments, papers and records of the con-
tractor which are dircctlv pertinent to
a specific program for the purpose of
making audits, examinattona, excerpts
and transcripti oris.
(e) All contracts, including small

purcha.ses, awarded by recipients and
their contraotors shall contain the pro-
curement provis ions of Appendix A to
this rule, as appl icable.
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§ 84.50

I, fj,U;O PUl'POA(, of 1'''porL~ lind 1·!«'Ol,dR.

.C;(!('.t.ion~01.[,] Lh),Ollg'i1ll'I.S3 801. 1'0)'\,]]

I.il(' p)'oemIU),fJRror monjj,o)'ing' iwd 1'('"

I'OI'r.ill(.ron Uw 1'(;eipi(mt.'Rfinanei,"1 iLllIl

p!'og'l'll,m j)el'fol'maneo il.nd \,he nee-
'1Rf:,U'y s\',anria.)'el1'8)Jol'tinr; 1'01·I11B.They
;i.lHoH(J\,l'o)'Lh )'O(1O!'rl)'e1.en1.iol11'(Jqllil'8-
mel'lliH.

~R,l,.,] MonitOl'inr; lind n~pOl,(;jnr; pr-o-
g'l'fll11perrOl'muuce,

(H.) H.o(1ipiontn are 1'(~f:l1onHlhle1'0),
nmllflg'ing' and 11l0nJ\',(J)'ing' en.ch pl'oj(;nt,
}lI'Or;J'[I.111,suba.warrl. runctton 0)' act.lv-
ILy HUPPOl'j',edby tho award Recipients
Hh,d] monitor auba.wards to ensure sub-
recipient« have met the audit, l'eqlJ.irEl-
ments af\ delineated in § B1.26.
(ll) HUD shall prescr! be the frequency

with which the performance reports
shall be submitted. Except as provided
in §84.5Hf), performance reports 8ha11
not. be required more frequently than
quarterly or less frequently than annu-
8,!]Y.Annual reports shall be due 90 cal-
endar days after the grant vear: quar-
\,8r]y or semi-annual reports shall be
due 30 days art.er the reporting peri od,
HUD may require annual reports hefore
the anniversarv dates of multiple vear
awards in lieu of these requirements.
'rhe finnJ perfor-mance reports are due
gO Dalendar days after the expirat.ion or
t.erminat.ion of the award,

(C) If inappr-opr-iate, a, final technical
01' performance report. shall not be re-
quired after completion of the project.
(ell When reqai red, performance re-

ports aha.ll generally conta!n. for ea.ch
award. brief intorrna.tion on each of the
following:
(1) A oompartson of actual accom-

plishments with the goals and objec-
tives established for the period, the
findings of the investigator, 01' both.
Whenever appropriate and the output
of programs 01' projects can be readily
quantified, such quantitative data
should be related to cost data for com-
putation of unit. costs.
(2) Reasons why est.abl ished goals

were not met, if appropriate.
(3) Other pertinent information in-

cluding, when appropriate, analysis
and explanation of cost overruns or
high unit. costs.

24 CFR Subtitle A (4-1-11 Edition)

(n) H.ADiplent.f;shal) not. he I'(iquil'or! IA)
HuiJmlt. more t.h a.n LIltJol'ig'inal fwd LW(J

COpiASor l1el'foJ'll1fJ.l1Cf\I'npOl't8.
(f) H.(·}{)ipiEml-,f;aha.ll imme(]in.\,(:)\' n o-

Lif.\' HUJ:J of developmAntR LIHl.1.hn.ve "
,:i~'l1ifj(:D,l1timpact on the awa.rrl-sup
perted a.ot.ivf tf es. AlHO, notifieD.Lion
Hh,d] iJe g'iven in the caae of problems.
delays, or a.dvcrae eondltlonH wh iol:
ma.ter'lallv il1'lPf~il'the f],hillt:,V \',0 11'1(\(\\

the oilj(;ntiv8f; of the award. 'rills notHi,
oa.tim1 shall inr.lud« D [1\'[\.1'.eI110ntoj' i.h«
actf on tn.kon OJ' cont.ampla.ted. fwd a.nv
8.SSiR\,al1CCnf)(~rlo(]to resolve Llw sltufl
tion.

If-f) HUD mav make sH,e visits, iI.R

Ilf>AriAd.
(11)HUn sh8.ll eomply with clefLJ'fl.nofc

requiremen ts of G CTi'RparL l~J2(jWIHH1
requesting performance data from re-
cipients.

§ 84.52 Financial reporting.
(a) The Federal rinancial report

(FFR), or such other form as mav he
approved by OMB, is authorized for ob-
taining' f'inaricta.I mfnrrnat.ion from 1'(-)-
cipients. T'he applicability of the Ti'FH.
form shall be determined by the appro-
pria.te HUD program, and the g'l'al1\,ee
will be notified of anv PI'Og1'3,111require-
ments in reference to the Ti'FB.upon I'c'-
ceipt of the award. A HUD program
may, where appropriate, waive the use
of the Ti'FH.for itf.: grantees 8,neJ require
an a.lt.ernauive reporting' system.
(b) HUD shall prencr ibe whether thtl

FFR 8hf111 be on a. cash 01' accrual
basis. If HUD requires accrual inform8.-
tion and the recipient's accounting
records are not normally kept 011 the
accrual basis, the recipient sho.ll not. he
required to convert its accounting sys-
tem, but shall develop such accrual in-
formation through best estimates
based on an analysis of the documenta-
tion on hand.
(c) HUD shall determine the fre-

quency of the FFR for each project or
program, considering the size and com-
plexity of the particular project or pro-
gram. However, the report shall not be
required more frequently than quar-
terly or less frequently than annually.
The reporting' period end dates shall he
March 31, June 30, September 30 or De-
cember 31. A final FFR. shall be re-
quired at the completion of the award
agreement and sh9,11use the end date of
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the project or grant period as the re-
porting end dat.e.

(c1)BUD requires recipients to submit
the FFR no later than 30 davs after the
end of eacb specifiec1 reporting perioc1
for quarterly and semi-annual reports,
and 90 calendar days for annual re-
ports. Final reports shall be submittec1
no later than 90 days aft.er the project
or grant. period end date. Extensions of
reporting due dates may be approved
by HUD upon request of the recipient.
HUD may require awardees to submit
the FFR electronically. Electronic sub-
mission may be waived for cause in ac-
cordanoe with BUD's waiver policy in
§5.110 of this title.

(e)(I) When funds are advanced to re-
cipients HUD shall use the FFR to
moni tor cash advanced to recipients
and to obtain disbursement informa-
tion for each agreement with the re-
cipients. BUD may require foreoasts of
Federal cash requirements 111the "Re-
marks" section of the FFR and may re-
quire recipients to report in the "Re-
marks" section the amount of cash ad-
vanoes received and retained in excess
of three davs and any interest earned
on such cash advances. Reoipients shall
provide short narrative explanations of
actions taken to reduce early
drawdowns and excess balances.

(2) Reoipients shall be required to
submit not more than the original and
two copies of the FFR or submit the re-
port electronical1;y. BUD may require a
quarterly report from reoipients re-
ceiving advances totaling $1million 01'

more pel' year.
(f) W11enBUD needs ac1c1itionalinfor-

mation OJ' more frequent reports, the
following shall be observerl.

(1) When additional information is
needed to oompl y with legislative re-
quirements or governmentwide re-
quu-erncnta, BUD shall issue instruc-
ti ons to require recijnents to submit
such information under the "Remarks"
section of the reports or other means.

(2) When BUD determines that. a re-
cipient's accounting' svsl.om does not.
meet. the standai'ds in § U4.21, additional
pertinent information to further mon-
itor awards may be obtained by written
notice to the recipient until such time
as the s:\'8tem is brought up to stanrl-
ard, BUD, ill obtaining this intorma-

§84.53

ti011, shal) comply with report. clear-
ance requirements of [j CFF: part 1320.

(31BUD may elect to accept the iden-
tical imormntton from the recipients
through it system to system data inter-
face as determine(1);\' HUD.
[7;; FH 110011, July 15, 2010J

* 84.53 Retention and access require·
merits for r-scor-ds.

(a) This sectron sets forth require-
ments for record r-et.errtion and access
to records for awards to recipients.
BUD shall not impose any other record
retention or access requirements upon
recipients.

(1))Financial records, supporting 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 01'
the final expenditure report or, for
awards that are renewed quarterly 01'

annualty, from the date of the submis-
sion of the quarterl:\, or annual finan-
cial report, as authorizec1 by HUD. The
only exceptions are the following.

(1) If anv litigation, claim, or audit is
started before the expiration 01' the 3-
year period, the records shall be re-
tained until all litigation, clai.ms or
audit findings involving the records
have been resolved and final action
taken.

(2) Recol'ds 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 11;1'HUD, the 3-year reten-
ti01J requirement is not applicable to
the recipient.

(4) Indirect cost rate proposals. cost
allocation plans, etc. as specified in
§84.53(g').

(C) Copies of original records may be
substitutecl fa)' the o)'ig'ina] records if
authorizec1 by HUD.

(d) BUD shall request transfer of cer-
tain records to its custody from recipi-
ents w11e11it determines that the
records possess long term retention
value. However, i11order t.o avoic1dupli-
cate i-ecordkeeping , BUD mav make ar-
rang'ements for recipients to ret.am any
records that are cont.inuoualv needed
for joint. use.

(e) BUD, the Inspector Genera],
Comptroller General of the Unitecl
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§1l4.60

.~L".L08.OJ'anv 01' :'11<\1\' rlllly Il.uLiI()!·)Y.ocl
1·(I)lI'11fH1nLn.tivO~. IJf\.VI; 1,i1e ri~·hl. or i.ime-
IV a.nrt n11I'I\f\\;J'ietHd i1.0COHH to B.Il,'

lionka. douu men tu, pl\.pOI'8. 01' other
1'("IOI'cl~ of' )'I\()ipj(11lt;H that. ILI'e p(\I'~;I)')m]t.

t.o \",Iw awa.rdn, in order \'0 mn.lee i\.ndH,H,

nxaminat.ion». cxccrpta, tn1nHCl'ipt;; II.11d

()OpillH or such documents. 'I'rris rh~'hj,
<tJHO ineJllrJeR ttmclv a.nd )'111J.R011a.b)r a.o-
C8HH t;o II. )'f\()Jpicmt's psrsonne! for (;])8

purpose of tn torvtow anrl CUBCu8sionr(,-
lat.od \;0 HUGh docu mnn ts. 'I'he r\r;ht8 of
II.COAHS in 1;11if! jlftl'II.(;)'fl.pl1 I e I 1J.l'f) not.
limf ted \;0 the l'oqni)'rJI1 1'()t,ent;iol'J j)A-

ri od, hut Hlw.1l laut. U.H lon~: IJ.8 1'(1()01'ciR

al'n )'fll;a\neel.
If') Unless )'Oq\l\l'fl<i hy stH.tut',p,. HUD

sha.ll not place )'8stl'\ctions on )'Hcipi-
Imts {;hat limit publ ic aocess to the
records of recipients that are pertinent
t.o an award. except when HUD can
demonstrate that such records shall be
kept eonfidential and would have been
exempted from disclosure pursuant. to
tile Freedom of Information Act (5
U,S.C. 552) if the records had belong'ed
to fTUD.
f.g) indirect. cost rate proposals. cost. al-

location plans, etc. Parngrapus (g')(l) and
(g')(2) of this section apply to the fol-
lowing' types of dooumente, and their
aupport ing' records-indirect cost ra.te
compu.ta.ti ons or proposals, cost alloca-
tion plans, and any similar acoountrnc
oornputatlons of the ra.te ,11, which a
par-tlcu lar group of costs is charaee.nlo
(such as computer usage charg'eback
rat-AS or composite fringe benefit.
ra.tes) .

(1) If submiticti [or 11.P-{!otio.tion.If the
recipient. submits to HUD or the sub-
recipient submits to the recipient. the
proposa.l. plan, or other oompu ta.tron to
form the basis for negot.lat.ion of the
rate, then the 3<\real' retentiol1 period
for its supporting records starts on the
elate of such submission.

(2) If not submitted [o; negotiation. If
the recipient is not required to submit
to HUD or the subrecipient is not re-
quired to submit to the recipient the
proposal, plan, or other computation
for negotiation purposes, then the 3-
year retention period for the proposal,
plan, or other computation and its sup-
porting records sta)'ts at the end of the
fiscal year (or other aocountfng period)
covered by the proposal, plan, or other
oomputat.ion.

<'4CFR Subtitle A (4- 1-1 I Edition)

o fj,j,(j() PtII'1)()RP of (.el'lninni.iol1 lind en-

fOI'(lement.

.';O(;i;)Ol1SB'Ull Il.nr! 1I'1.G2HOt.10)'1;1,1))11
form .':uspensioll, terminat;ion ,1.11(\ U)f-

fO)'(lel1lel1l. procedures.

* R1.m 'I'er-mi nnt.ion.
Ii],) Awar-ds mav he \,enninat.r-,c1 in

who Ie OJ' in part on lv If pn.l'n.[(Tn.pl\s
In)(l), I1t)(2) or 111.)(3) of {;hiH 80,('.\',io11
appl v
(]) By BUD. if a I'edpient rnn.t.ertn.llv

fll.ilf: to comply with the terms <l.nci (;011
rilt;iOllS of an a.wartl.
(2) ByHUD with the COnRGni'. of Llw

recipient., in which case the two pltl'tim;
shall agree upon the termination con
dit.ions, including' the eff'errtive rla.t.e
and, in the case of par-tial t.errmna.tion.
the portion to be terminated.
(3) By the recipient upon sending to

HUD written notifioation setting' fortll
the reasons for such tcrminat.ion. Lhe
effective elate, and, in the case of par-
t.ial termination, the portion to hp. t.er-
minat.eel. However, if HUD det.errntnes
in the ease of partial termination thn.t.
the rcduoerl 01' modified portion of th«
g'l'a.nt. will not accornpliah the purpoaes
for which the g'l'f),nt was made, it mav
terminate the grant in its entiret,y
under either pat-agraphs (a,)(1) or 1".)(2)
of this section.
(ll) If costs are allowed under a.n

awarrl, the rospcnstbtlrtres of the re,
oipient refe1'l'ocl to in ~B4.7JIB,), inc lud-
ing' those 1'01' property management. as
appl icable , shall be oonsidered in the.
terrnina.tdon of the award, and provi ..

sion shall be made for continuing' re-
sponsibilities of the recipient after ter-
mination, as appropriate.

§ 84.62 Enforcement.

(a) Remedies f01' noncompliance. If a. re-
cipient materially fails to comply with
the, terms and conelitions of an award,
whether stated in a Fecleral statute,
regulation, assurance, apphca.tron, or
notice of award, HUD may, in addi t.ton
to imposing any of the special condi-
tions outlined in § 84.14, take one or
more of the following a,ot10118,as 8·P])1'O-
pri at.e in the circumstances.
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(1) Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the r(;cipi811t OJ' more severe
enforcement action by HUD.
(2) Disallow (that is, deny both use of

funds and any applicable matching
credit for) all or part. of the cost of the
activity or action not. in compliance.

(3) Wholl;1' or partly suspend or ter-
minate the current award.

(4) WithllOld further awards for the
project or program.

(6) Take other remedies that may be
legally available.
(b) Hearings ancl appeals. In taking an

enforcement action, HUD snall provide
the recipient an opportunity for hear-
ing, appeal, or other administrative
proceeding' to which the recipient is en-
titled under any statute or regulation
applicable to the action involved.

(c) Effects of suspensio1l and termi-
nation. Oosts of a recipient resulting
from obligations incurred b~' the re-
cipient during a suspension or after
termination of an award are not allow-
able unless HUD expressly authorizes
them in the notice of suspension or ter-
mination or subsequently. Other recipi-
ent costs during suspension or after
termination which are necessary and
not reasonably avoidable are allowable
if paragraphs (c)(l) and (c)(2) of this
section apply.

(1) The costs result from obligations
which were properly incurred by the re-
cipient before the effective date of sus-
pension or termination, are not in an-
ticipation of it, and in the case of 8 ter-
mination, are noncancellable.

(2) The costs would be allowable if
the award were not suspenrled or ex-
pired normally at the end of the fund-
ing period in which the terminatiOll
takes effect.

(d) R.elutionship to debarment arui sus-
pensi.on. The enforcement remedies
ic1entified in this section, including
suspension and termina.tion, (10 not
preclude 8 recipient. from being subject
to debarment and suapensron under
HUD's regulations at 2 CFR part. 2424
(see §84.13).
[fi9 FE ~701J. Sept. 13, 1994. as amended at 72
FE 73492, Dec. 27, 2007J

§84.72

Subpart D-After-the-Award
Requirements

*84.70 Purpose.
Sections 84.71 througll 84.73 conta.in

closeout procedures and other proce-
dures for subsequent dis"llowa.noes and
adjuatment.s.

* 84.7] 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
b3' the terms and conditions of the
award. HUD may approve extensiolls
when requested by the recipient.

(h) Unless HUD authorizes an exten-
sion, a recipient shall liquidate all ob-
ligations incurred under the award not
later than 90 calendar days after the
funding period or the date of comple-
tion as specified in the terms and con-
ditions of the award or in HUD instruc-
tions.
(c) HUD shall make prompt payments

to a recipient for allowable reimburs-
able costs under the awardlJeing' closed
out.

(el) The recipient shall promptly re-
fund any balances of unobligated cash
that HUD has advanced or paid and
that is not authorized to be retained b~r
the recipient for use in other projects.
OMBOircular A-129 governs IDll'eturned
amounts that become delinquent debts.
(e) When authorized by the terms and

conditions of the award, BUD shall
make a settlement for any upward or
downward a.djustments to the Federal
share of costs after closeout reports are
received.

(f) The recipient shall account for
any real and personal property ac-
quired witll Feeleral Iunrls or received
from the Federal Government in ac-
cordance wi th §§84.31 thrOug}l 84.37.
(g) 111the event 8 final audit has not

been performec1 prior to the closeout of
an award, HUD sualr retaan the rig'ht to
recover an appropriate amount after
fully considering the recommendations
on disallowed costs resulting from the
final audit.

* 84.72 Subsequent ad,iustments and
continuing responsibilities,

(a) The closeout of an award does not
affect any of the following.
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I) I 'I'h« l'i~'l1\' of Hlili (,II rlIHiI))O\\, 1:r,~,U,
;!lId I'ncovel' l\llHII' on Ll)" Illl.~j~ oj' ;,

1;l.vll' a.url it. 01' ot;IHII' review
(2, '1'))(; ol,lig'nl.ion oj' t111' l'o"lpIIII'Ji. 1,0

1,(,1.111'11 II,II,V f'\lJldH rill(, iI.P. i1 l'nHul1. of

Iii \.flJ' l'nflll1ric:. r,ol'J'(,(,t;iollS, OJ' ot.hor
Ll'itJ1H(l,eti ons.
(:1,Audit l'oq\lIl'OIlWI11.I' in ~B'1.2().
I'll Property malli',g'(m1HI1I. 1'(1I1\)il'8-

mont;, In ~{iIl1,81LI1l'oug'i1 11'1.87
(51 ]i,()eorc1r; l'otEmLion as J'HCjui1'C1ciin

~ /1'1.;;8
(h) Ai't.or o lnseout of ILll award. II. 1'0130'

LiOIlHhlp ()1'B8,1,(1d L111(I(w an n.wa.rrl ma.v
11(1 modlf'Jed OJ' enciBri In whole 01' in
part with tho consent. of' HUD and thfl
recipient, provided the l'eRpol1sihilities
of the recipient referred 1;0 In §81,7818,),
including' those for pl'opert,V manage-
mont iW appltcahle. are considered and
provinicns made for continuirur respon-
8i lli1ities of the recipient, as appro-
prlat.e.

~84.73 Collection of amounts due,
la.J Any funds paid to a recipient. in

excess of the amount to which the re-
ei pient is finally determined to he ent.i-
t.l ed under the terms and courlrtrons of
the award constitute a debt to the Fed-
oral Government. If not pa.id w: thin D.

reasonable peri od after the demand for
payment, HUD mav reduo« the debt. by
par3.g-ra.phs (a)!1), (n.)IZ) or (n.)13) of this
section,
(1) Making' an adrnintstrative offset

ag-a,inst other reques ts for reirn burse-
ments.
(2) Withholding advance pavrnent.s

otherwise clue to the recipient
(3) 'I'a.lring other action permitted hy

sr.atutc
Ih) Except as otherwise provicied by

law. HUD shan charge interest on an
overdue debt in accordance with 4 CFR.
Chapter n, "Federal Claims Collection
Sta,ndards, "

Subpart E-Use of Lump Sum
Grants

~84,80 Conditions for use of Lump
Sum (fixed price or fixed amount)
grants,

(a) Heads of awarding activities
lHAAs) shall determine and publish the
funding arrangement for award Pl'O-
[':rams having a published program reg-
ulation or Notice of Funding Ava.Il-

24 CFR Subtitle p, (4- 1-11 Edition)

,rhilil;,'. ]i'1l1' ouier aw.u-du, ciiHCl'f;Liou
I11n.)I 1)(; j}l'ovirJod I',() Gnwt Offic:orH t.o
cir:t.C1rminn th(~ Iund ing iLl'l'lJ.rJg-enronL on

LI'fJ.nH;r.cLion has is. In such C;f).Hes.
GJ';r.ni. OJ'f'i()(Jl'Sshall document. Lhe Im3i,.
1'0)' 301ncj;ion of the f'und lnj; a.l'),ll.n;~'p
11'ICI1'I1.in the nejro tia.ti on record Appro
pria.t,f) c;ol1r;irlera.1;ion to fixerl ILl1IOUnI
(] ump sum: awards shall he 111;r,(]0, if 0111,

(}1' more of thll rollowing conrlttions 11.1'1'

pl'OHHnt:
IJ) T'he [,IUD funding' amount. ill cilll'i

nit,ol.\' Inss tha.n i.he Lota,1 ;Let1H1J c()81 o!
thr: pro.iocl.
(2) 'I'h« HUn flJl1ding' al1101Jll1. ciom, 1101

cxcend ~:IOO,OOOOJ' i;he smal) pUl'cha.Hr,
threshnld f'lxocl at 41 U,S.C. 10:J t l l i.
whichever is grea.ter.
(3) The project scope is very s]Jllcif'k

and adequate cost, historrcal. or un i 1.
pricing' data is available to estA.lJlish ~,
fixed amount award with assurance
that the recipient will realize 110 mer-e-
ment above actual cost,
(b) [R.eserved]

* R4.81 Definition,
1.8.} A Jump sum awarr) is an iI,warcl 1'01

a. predetermined amount, a.s sot. )'01'1>11
in the gl'ant agreemerrt. which amount.
does not vary with the amount of the
recipients actual incurred coats. Uncle)'
this type of award, HUD does not p8,~'
the recipient for its incurred costs but
rat.her for ccmpleumg certain clefinocl
events ill the work 01' achievement of
some other well-defined mi lest.one.
,')Olne of the ways in which t.he griJ.nl.
amount. may be paid are, but are not
limited to:
'1) In several par-tia.l payments, t.ha

amount of each agreed upon in 8,(1-

vance. and the "m llerrtone " or event.
trig'g'ering the payment also ag-reecl
upon in advance, and set forth in the
grant:
(Z) On a unit price basis, for a defined

unit or units (such as a housing coun-
seling unit) , at a defined price or
prices, agreed to in advance of perform-
ance of the grant and set forth in the
grant; or,

(3) In one payment at grant compl e-
tion.
(b) The key distinction between a

lump sum and a cost reimbursement
g'l'ant is the lack of a direct relat.lon-
ship between the costs incurred by the
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recipient and the amount paid by BUD
in the lump sum arrangement.

* 84.82 Provisions applicable only to
lump sum grants.

In adelition to the provisions of this
subpart E, subparts A and B of this
part apply to lump sum grants.

(a) Financial ancl program manage-
ment. ParagTaphs (b) through (e) of this
section prescribe standards Ior ftnan-
cia] manag'ement systems, methods for
making' payments, budget revision ap-
provals, and making audits.
(b) Stcmdards JOT jinancialllJa.nagement

systems. (1) Records that identify ade-
quately the source and application of
funds for federally-sponsored activities
are l'equired. These records shall con-
tain information pertaining to Federal
awards, authorizations, olJligations,
unobligated balances, assets, outlays,
income and interest.
(2) Effective control over and ac-

oountamlrtv for all funds, property and
other assets are required. Recipients
shall adequately safeguard all such as-
sets and assure they are used solely for
authorized purposes.
(3) Comparison of outlays witb budg-

et amounts for each award is required.
VVl16neverappropriate, financial infor-
mation should be related to IJerform-
ance and unit cost data.
(4) wnore BUD guarantees or insures

the repayment of 1110neyborrowed bj'
the recipient, BUD, at its discretion,
may require adequate bonding and in-
surance if the bonding and insurance
requirements of the recipient are not
deemed adequate to protect the inter-
est of the Federal Government.
(5) BUD may require adequate fidel-

it;\, bond coverage where the recipient
lacks sufficient coverage to protect the
Federal Government's interest.
(6) Where bonds are required in the

situations descrrbcd above, the bonds
shall be obt.ained from companies hold-
ing- certificates of authority as accept-
able sureties, as prescribed in 31 CPR
part 223, "Surety Oompanies Doing'
Busi11esswitb the Uniteel Stat.es."
(c) P(l.1/lllent. (1) Tbe standarc1 gov-

erriing the use of banks and other insti-
tutions as deposit,ories of funds ad-
vanced under awards is, BUD shall not
require separate depository accounts
Ior funds provided to a recipient or es-

§84.82

t.ablish an.v elig'ibility requirements for
depositories for fU11e18provided to a re-
cipient. However, recipieJ1ts must. be
able to account for the receipt, obl iga-
tion and expenditure of funds.
(2) Consistent wi tl: the national goa]

of e);panding the opportuni ties for
women-owned and rmnorrtv-owried
business enterprises, recipients shall be
encourag'ed to use womell-owned and
minority-owned banks (a banl; which is
owned at least 50 percent by women or
minority group members).

(d) Revision of budget a.nd PJ'0,Q7'WIl

puins. (1) The budget plan is the finan-
cial expression of the project or pro-
gram as approved during the award
process. It may include either the Fed-
eral and non-Federal share, or only the
Federal share, depending' UPOJ1BUD re-
quirements. It shall be related to per-
formance for program evaluation pur-
poses whenever appropriate.
(2) Recipients are required to report

deviations from program plans, and re-
quest prior approvals for budget and
program plan revisions, ill accordance
with this section.
(3) For nonconstruction awards, re-

crpients shall request prior approvals
from BUD for one or more of the fol-
lowing program or budget related rea-
sons.
(i) Change in the scope or the objec-

tive of the project or program (even if
there is no associated budget revision
requiring prior writ.te» approval).
(ii) The need for additional Feeleral

funding.
(iii) Unless described in the applica-

tion and funded in the approved
awards, the subaward, transfer or con-
tracting out of any 'work under an
award. This provision does not apply to
the purchase of supplies, material,
equipment. or general support services.
(4) No other prior approval require-

ments for specific items may be irn-
])08ee1unless a dcviatdon has been ap-
proved by Oll'IB.
(5) Except. for requirements listed in

])aragraphs (d)(3)(i) and (c1)(3)(ii)of this
section, BUD is authorized, at its op-
tion, to waive cost-relatecl and adrmn-
rstratdve pri or written approvals re-
quirerl b~' Circular A-1l0 and OJIIIB Cir-
culars A-21 and A-122. Such waivers
may Include authorizing recipients to
cloanyone or more of the fonowing-.
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Ii) InitliLtn iI (lllf'--Limn rlxtollfJiol1 oj
tilo ()xpira.l;ioll dil.tn of tiln il,wiJ.rd of IJp
1.(112 monthH unless one 01' more of 1;11p,
i'oJ]owin[\, oondf tions applv. )1'01' one-
Linw I1xtensions, the recipient must no-
t;j i'v HUD in wr: ting wi 1'.11 the sup,
)lol'ting' J'eO,HOn8 and revi Red expire.ticn
dat(1 a.t. Ioant ]0 rlrlYH before the cxpira-
t.iun (];,,1;(\R)JH()ifiBil in tlHJ awarrl. 'I'hi«
:1.(ll;lon mav be taken unless:
IA) 'I'ne 1',0rm8 and oonclltions of

n.ward prohibit, th« extension.
(B) The ()XtAl1fliOll ]'(;quil'flH a.drll tional

f<'odm'al funds.
rC) The oXl,ensioll involves IlliY

(JIt8-ng'e in the approved ohjoct.iv eu OJ'

scope of' the project,
(G) )1'01' oonstruction awards. J'Hcipi'

outs shall request prior wrf tten ap-
proval promptly from HUD for budzet
revisions whenever paragraphs (d)(G)(i)
or (d)iG)(ii) of this section applv.
(i I 1'he rovialon results from changes

in the scope 01' the objective of t.he
project or program.
(ji) The need arises [01' additional

P'mlereJ funds to complete the project.
(7) No other prior approval require-

ments for specific items may be im-
posed unless a deviation has been 8,P-
proved by OMB.
(8) WI1EJn HUD ms.kos an award that

provides support for both construction
anrl nonconstruction work, HUD may
require the recipient to request prior
approval from HUD before making' any
funcl or budget transfers between the
two types of work supported.
(e) Non...Feaerti! audits. (1) Puecipients

and subreci pterrts that are institutions
of h igher educat.ion or other non-profit.
organize,tions (including' hospitals)
shall be subject to the audi t require-
ments oont.ained in the Sing'le Audit
Act Amendments of 1996 (31 U,S.C. 7501-
7507) and revised OMB Circular A-133,
"Audits of States, Local Governments,
and Non-Profit Organizations,"
(i) Non-profit organizations subject

to regulations in the part 200 and part
800 series of this title which receive
awards subject to part 84 shall comply
with the audi t requirements of revised
OMB Circular A-133, "Audits of States,
Local Governments, and Non-Profit Or-
ganizations," For HUD programs, a
non-profit organization is the mort-
gagor 01' owner (as these terms are de-
fined in the reg ulatd ons in the part 200

24 CFR Subtitle A (4- 1-1 1 Edition)

<1.1'1(\pa.r t. non ~lI1'jR81n.nrl not 8. l'lJI:Ll,r,cl0)'

n.1Tilin.1'.ed ()l'g'itni~n.tion OJ' rmtity.
( J j ) [R.c1Hervodl
(2) 81,ato and Inof),1 g'ovel'1l1llfmt8 shfdl

he suhject, r.o t.he aud it, 1'(-)qllil'Ol11()llLH
coritatned in t;he Sing'le Audit Act.
Amendments or lfl9n en 0.8.0. 7fiOl-
75(7) and ]'('wiHed OMB Ci rcu lar A-I~j;j.
"Audi ts of Sta.Lc"B, Local Oov(oJ'nmcml;s,
and N 011- Prof'! t, Orguniznt ions: "
(3) Ji'ol'--profit hospitals not (Jovnl'od

hy 1;110 audi t provrsionn of I'B\riRe,cl OMn
Ctrcu lar A-133 shal) he 811l1joc1', I',(JLIHI
audl t requirements of thr: Pllri()r8.)
il.Wfl.l'rlinlf B,g'encieR.

(4) Commercial ol'g'il.nizH.tiom. shn.l l ilc'
subject. (;0 the aurlit J'e(jniJ'emenLR oj'

HUD OJ' the prime recipient as inoo)'-
pora.ted into the awarr: document.

[!if) P'R 17011, 8Apt. 13, llHl1, as a.monrled a.t, G2
li'R 81017, Nov. 18, 1997; 7[, P'R '11090, ,JuIV Iii,
20]0]

~84,83 Property standards,
(a) Purpose of property standards.

Pat-ag'rapha (b) through (g) of this sec-
t.ion set forth uniform st.andarda gov-
erning management and dispcnrti on of
proper-ty rurntsb ed by the F'e(]e1'8.1 Gov-
ernment wbose cost. was cha.rg erl I,() a
project suppor-ted by a Fetlera.l i),W8,)'(1.
HUD shall require rf)cipients to 0\)S8rV8

these standards under awards and ahall
not. impose ivlclitjona,l rflquirements,
unlcsa specificH.lly rnquired by F'erlera.l
stat.ute. The recipient, mav use its own
property management standards anr]
procedures provided it observes the
provisions of par-agraphs (b) through (g)
of this section.
(b) Insurance ctniertu)«. Puecipjents

shall, at a minimum, provide the equiv-
[dent f nam-ance coverage for rea) prop-
erty and equipment. acquired with Feel-
eral funds as provided to property
owned by the recipient. FedemlJy-
owned property need not be insured un-
less required by the terms and condi-
tions of the award,
(c) Real property. HUD prescribes the

following requirements for recipients
concerning the use and dispost tj on of
real property acquired in whole or ill
part under awards:
(1) Title to real property shall vest in

the recipient subject to the oondtt.ion
that the recipient shall use the real
property for the authorized purpose of
the project as long 8,S it is needed and
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shall not encum ]Jel' the property with-
out approval of BUD.
(2) The recipient. shall obtain written

approval b;y HUD for the use of real
property in other federally-sponsored
projects when the recipient determines
that the property is no longer needed
for the purpose of the orig'inal project.
Use in other projects shall be limited
to those under federally-sponsored
projects (i.e., awards) or programs that
have purposes consistent with those
authorizeel for support by BUD.
(d) Federal/y-owned and exempt prop-

erty-(ll Federally-owned property-(i)
Title to federally-owned property remains
vested in the Federal Government. Recipr-
ents shall submit annually an inven-
tory listing of federall;y-owned prop-
erty in their custody to HUD. UP011
completion of the award or when the
property is no longer needed, the re-
cipient shall report the property to
BUD for further BUD utilization.
(ii) If BUD has no further need for

the property, it shall be declared excess
and reported to the General Services
Administration, unless BUD has statu-
t01';\' authority to dispose of the prop-
erty by alternative methods (e.g., the
authority provided by the Federal
Technology Transfer Act (15 U.S.C. 3710
(I» to donate research equipment to
educational and non-profit organiza-
tions in accordance with E.O. 12821,
"Improving Matllematics and Science
Educati0l1 ill Support of the National
Education Goals. ") Appropriate in-
structions shall be issued to the recipi-
ent by HUD.

(2) Ea:empl proJJert)l. When statutory
authority exists, HUD has the option
to vest title to property acquired with
Federal funds in the recipient without
further obligation to the Federal Gov-
ernm ent and under condi ti ens I-IUD
considers appropriate. Such property is
"exempt property." Should I-IUD not
establish conditions, title to exempt
property upon acquisition shall vest in
the recipient. without. further obliga-
tion to the Federal Government.
(e) Equipment. (1) Title to equipment

acquired by a recipient with Federal
funds shall vest in the recipient., sub-
ject to conditions of this section.
(2) The recipient. shall use the equip-

ment in the project or program for
which it was acquired as long as need-

§84.83

ed, whether 0)' not the project or pro-
gram continues to be support-ad b:,' Fed-
eral funds and shalJ 1101encumber the
equipment without approva] of HUD.
When the equipment is ]10Ionuer need-
ed for the original project or program,
the recipient shall use the equipment
in connection wrth its other federally-
sponsored activities, in the following
order of priority:
(i) Activities sponsored by HUD

which funded the original project; then
(Il) Actrvrttes sponsored by other

Federal awarding' agencies.
(3)During the time that equipment is

used on the proj ect or program for
which it was acquired, the recipient
shall make it available for use on other
projects or programs if such other use
will not interfere with the work 011 the
project or program fa]' which the equip-
ment was originally acquired. First
preference for such other use shall be
given to other projects or programs
sponsored by BUD that financed the
equipment; second preference shall be
given to projects or programs spon-
sored by other Federal awarding agen-
cies. If the equipment is owned by the
Federal Government, use on other ac-
tivities not sponsored b;y the Federal
Government shall be permissible if au-
thorized by BUD.
(4) The recipient's property manage-

ment standards for equipment acquired
with Federal funds and federally-owned
equipment shall include all of the fol-
lowing.
(i) Equipment records shall be main-

tained accurately and shall include the
following information.
(A) A description of the equipment.
(B) Manufacturer's serial number,

model number, Feeleral stock number,
national stock Dumber, or other identd-
fication number.
(e) Source of t118 equipment, includ-

ing the award nurnber.
(D) Whet.her tit18 vests in the recipi-

ent or the Federal Government.
(E) Acquisition date (or date re-

ceived, if the equipment. was furnished
by the Federal Govel'nment) and cost.
(F) Location and condition of the

equipment and the date the informa-
tion was reported.
(ii) Equipment oW11ee1bJ' the FeeleraJ

Government snall be ielsntifieel to indi-
cate Federal ownership.
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lili; A pilvsk:1.1 inv'ml.ol'.1' oj' "'1lllp·
n,nn1. ;;ilfl.1lil,) 1,f\.lwn n.nd L1w }'(\flll I ts
}',H:ollc:llfJ(] with t;1w oqnlpmonl. }',JCOl'df:

:I.i. lon.itt onC(-J fJVery \;WO .\'(Hl,l'f:. An,' dlf ..
j'r:l'OJ)(Jm; 11(1\;\\',"on q ua.n \;1 ties doLoI"
111i11'>11 l1:v \;Iw physicta] im1pBcUon :md
LiHJH(, Hilowl1in [;1'18nccount.intr recorrls
HI1:l,}I iJ~ invBstig'u.l,ecl\;0 det.orrnin« the
C:l.UHI7S o:' the riifferenoe. 'rho recipient
sJlll.IL In counect.ion with t.he mven-
Lory, vIJrlfy \,hBexratencc. curr-ent uti-
Iiy.f1.tion,and eon ti nuod nWld ror t.he
nqllJplllflnt.

liv) A control sYfltom shall l1e ill ef-
I'·Jet. ro insure a.dequate Hfl.j'or.;ua)'c!f:t.o
provont IORS, damug'e: 01' theft of tho
oilnlpmont. Any loss, darnarre, or theft
of equipment sha.l) be lnvesttguteo and
Iullv documented: if the equipment was
owned by the Federal Government, the
recipiout shall promptly notify HUD.

IV) Adequate maintenance procedures
shall be implemented to keep the
equipment in good condition.
(5) HUD may reserve the right to

transfer the tltle to the Federal Gov-
ernment or to a third party named by
the Federal Government when such
t,hirc! party is otherwise elig-ible under
existtng statutea. Such transfer shall
he subject to the following standards.
(i) The equipment shall be 8,PP1'0-

priat,ely identified in the award 01' oth-
erwise made known to the r-ecipient in
writ.mg;

(j i) HUD shall issue dispom ti on in-
structions within 120 calendar rl8Ss
a.fter receipt of a. final inventory. The
fina] inventory shall list all equipment
an(juired with grarit funds and feder-
ally-owned equipment. If HUD fails to
iRsue disposition instructions within
the 120 calendar day period, the recipi-
ent shall apply the standards of this
section, as appropriate.
(iii) When HUD exercises its rig'ht to

take title, the equipment shall be sub-
ject to the provisions for federally-
owned equipment.
(f) intangible property. (1) The recipi-

ent may copyright any work that is
subject to copyright and was devel-
oped, or for which ownership was pur-
chased, under an award. HUD reserves
8, royalty-free, nonexclusive and irrev-
ocable right to reproduce, publish, or
otherwise use the work for Federal pur-
poses, and to authorize others to do so.

24 em Subtitle A (4- H 1 Edition)

(~;I H.oc;ipioIlLi: :J.I'(J c\lllljorot t,o applicH'

11I1"}'(lg·nln.Liol114g'ovol'nll1RJlaL(m\~R[1.11i1
i nvenr.ions. inciu(llng g'ovl)rnnHmt-wic1e
l'og·uln.tion14iHfllW()hy t;])(-\ Depn,rtmnl1t
of C(J111m(~J'r:("itt ~n CPR par-t. '10 I.
"Hlg'htR \;0 Inventions Made hy NOll'
profi t Orr.;a.nizations ani] Sma.lI Btlsi
ness Pirms Under Governmen[, Cl':I.lltf:.
Cont:ra,Qi;s <i.nd Cooperut.ive ilg'l'(1H'
men ts. "

(3) Unless wa.ived by HUD. \;lie Feel-
erR] Government has \;he l'ir.;11[,\'0 P:LJ'fl.·

f1'J'fl.phs (1')(3)(1) a.nd (f)(3)(ii) of \;hiR SHCJ-

t ion.
Ii) Obtain, reproduce nubltsh or oeil

erwise use the rla.ta. nrat. proelu(:o()
under a.n a.warrl.
(li) Author-ize others to recerve, 1'0-

produce, publish, or otherwise use such
data for Federal purposes,

(4) Title to intangible property anrl
debt instruments aoquired under <J,J]

award or subaward vests upon acquts i-
tion in the recipient. The recipient.
shall use that property for the orig'!-
nallY-fwthorized purpose,
(g') PropcrtJl trust. telatunishis). R.mJJ

property, equipment, lnt.antrlb!« prop-
ert:l' and clebt instruments tbn.t arp. ac-
quu-ed or improved witn Federal funds
shall he held in trust b:l' the. recipient.
as t.ruat.ee for the beneficia.riefJ of the
project OJ' provram under which the.
pl'Ope1't:l' was acquired OJ' improveci.
HUD may require rectpien ts to record
liens or other apprnprra.te notices of
record to inrli cate that peraona] or reBJ
proper tv has been acquired or improved
with FBcleraJ funds n.ne1 that, DR"" a.nd
disposition conditions 3VPly to the
property.

~84.84 Procurement stand ar-ds,

(a) Purpose of procurement standards.
Paragraphs (b) through (i) of this sec-
tion set forth standards for use by re-
cipients in establishing procedures for
the procurement of supplies and other
expendable property, equipment, real
property and other services with Fed-
eral funds, These standards are fur-
nished to ensure that such mat.errals
and services are obtained in an effec-
tive mariner and in compliance with
the provisions of applrcable Federal
statutes and executtve orders. No addi-
tional pr-ocurement standards or re-
quirements sha.Il he imposed by HUD
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Office of the Secretary, HUD

upon recipients, unl ess specjfi ca.Ilv re-
quired by Federal statute or executive
order 0]' approved by Oll'IB.

(b) Recipien; responsiiJilities. The
standards oontained ill this section do
not relieve the recipiellt of the con-
tractual responsibi.liuies arising under
its contractts). The recipient is the re-
sponsible authority, without recourse
to BUD, regarding the settlement and
satisfaction of all contractual and ad-
ministrative issues arising out of pro-
curements entered into in support of
an award 01' other agreement. This in-
cludes disputes, claims, protests of
award, source evaluation or other mat-
ters of a cOlltractua1 nature. Matters
ooncerning violation of statute are to
be referred to such Federal, State or
local authority as may have propel' [u-
risdi cti 011.

(c) Codes of conduct. The recipient
shall maintain written standards of
conduct governing the performance of
its employees engaged in the award and
administration of contracts. No em-
ployee, officer, or agent shall partici-
pate in the selection, award, OT admin-
istration of a contract supported by
Federal funds if a real or apparent con-
flict of interest would be involved.
Such a conflict would arise when the
emplovee, officer, or agent, any mem-
ber of his or her immediate family, his
or her partner, or an organtzat.ion
which employs or is about to employ
any of the parties indicated herein, has
a financial or other interest in the firm
selected for all award. The officers, em-
ployees, and agents of the recipient
shall neither solicit nor accept gratu-
ities, favors, or anything of monetary
value from contractors, or parties to
subagreements. However, recipients
may set standards for situa.tions ill
which the financial interest. is not sub-
stantial 01' the g'ift is an unsolicited
item of nominal value. The standards
of conduct shall provide for discipli-
nary actions to be applied Ior viola-
tions of such standards by officers, em-
ployees, OJ' agents of the recipient.

(d) C011lpct.it.ion. All procurement
transactions shall be conducted ill a
manner to provide, to the maximum
extent practical, open and free com-
pati tion. The recipient shall be alert to
orgamza.tional conDicts of interest as
well as noncompetitive practices

§84.84

among oont.racl.ors that mav restrict
or eliminate competition OJ' otherwise
restrain trade. In order to ensure o]ljec-
tive contractor performance and elimi-
nate unfair competitive ac]vaJltELge,
contract.ors that develop 0)' draft, speci-
fications, requirements, ste.teme nte of
work, invitations tor bids and/or re-
quests for proposals shall be excluded
from competing for such procurements.
Awards shall be made to the bidder 01'
offeror whose bid or offer is rosponsrve
to the solicitation and is most advan-
tageous to the recipient, price, quality
am] other factors considered. The other
factors shall include the bidder's 01'
offeror's compliance with Sectioll 3 of
the Housing and Urban Development
Act of 1968 (12 U.S.C. 1701u), hereafter
referred to as "Section 3." Section 3
provides that, to the greatest extent
feasible, and consistent with existing
Federal, State, and local laws, and reg-
ulations, economic opportunities gen-
erated by oert.ain HUD financial assist-
ance shall be directed to low- and very
low-income persons. Solicitations shall
clearly set Iorth all requirements that
the bidder or offeror shall fulfill in
order for the bid or offer to be evalu-
ated by the recipient. Any and all bids
01' offers may be rejected when it is In
the recipient's interest to do so.

(e) Procu.rement. proced1lrcs. (1) A]] re-
cipients shall establisb written pro-
curement procedures. These procedures
shall provide for, at a minimum, t11at
paragraphs (e)(1)(i), (e)(l)(ii) and
(e)(l)(iii) of this section apply.

(i) Recipients avoid purchasing U11-
necessary items.

(ii) Where appropriate, all analvsis is
made of lease and purchase alter-
natives to determme which woulcl be
the most economical and practical pro-
curement for the recipient.

(iii) Solicita.tions Ior goods and serv-
ices jn-ovide Ior all of the following.

(A) A clear and accurate description
of the technical requirements for the
material, product or service to be ])1'0-
Clued. 111 competiti ve procurements,
such a description shall not. contain
featuJ'es which undulv restrict. com-
petition.

(B) RequiJ'ements which the bic1cler/
offeror must fulfill and all other fa.c-
tors to be used ill evaluating' bids 01'

proposals.
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re; II IImr(;)'ipl.ion. WI}(II)()VIl), jJI·'I.C

LI<:n.liln. of 1.1·1I1il1JiIHLi l'eqlJil'(JJ11erJLH in
I.<:J'I1'l~ of [n not.1om: t.o he-·.pAJ'forll)(Jd 0)'
pOI'fol'lllltlW(I I'HquiJ'(,d, including' t))(,

),ll.nrrn 01' n.nooptn.hle. r:ilaru.cl,erlsticR or
minimum H.cc(Jp1',IJ.I;)reRtfmrial'(is.
If)) 'I'ue specific f'ea.tures of "Immel

na.m« or «qual" rleflcriptiol1R thili. birl-
d(-II'H ItJ'(J l'equil'Bd to llJeet when such
i\.()mflare Included 111 Ul(' solioitn.t1on.

(E) 'rile acceptance. 1·,0 the ext.ont;
l)J'u.etio.ll.ble and ooonomtoarlv frmsible,
of' products and Rervie)es dimenstonod 111
the I11P.tl'Io.svstom of l11(JElfmrOllJent.
(ji') Preference, to the extent prac-

t.i caule and economica.llv j'oasi])le, 1'01'

proclucts a.nd aervioea that conserve
nn.tu ra l resources and protect. the envi-
ro nment and are energ'y efficient.
(2) Positive efforts shall be made by

rcciments to utilize small businesses,
minority-owned f'irrns. and women's
business enterprises, whenever pos-
sible. Recipients of P'ederal awards
shall take all of the following- steps to
further this g·oal.
(i ) Ensure that small businesses, mi-

nority-owned firms, and women's busi-
ness enterprises are used to the fullest
ex tant pract.icable.
Oi) Make information on forth-

coml ng oppor tunrti es ava.il.a.ble and ar-
ra.nge time frames for purchaues and
eontt-acts to encourage and fao.ilita.t.e
participation by small businesses, mi-
nority-owned firms, and women's busi-
ness en terprisee.
(iii) Consicler ill the contract process

wbp.ther firms C1ClI1l]Jeting'for la,rger
contracts intene! to subcontract with
smal l bustnessca, minority-owned
firms, a.nrl women's business enter-
prises.
(iv) Encourage eontr-actinc with con-

sortiums of small businesses, minority-
owned firms and women's business en-
terprises when a contract is too larg-e
for one of these firms to handle individ-
ua.lly.
(v) USe the services and assistance, as

appropriate, of such organizations as
the Small Business Admintstratton and
the Department of Oommerce's Minor-
ity Business Development Ag-ency in
the solicitation and utrlizat.ion of
sma.Il businesses, mtnorrt.y-owued firms
arid women's business enterprises.
(3) The type of procuring' instruments

used (e.g.. fixed price contracts, cost

24 CPRSubtitle A (4-1-11 Edition)

I'einlhlln:ahici contrac(:s, pUl'chw-IP OJ'-
rlul's. <end mcont.lve ccntructs ) shall l,e
r1oLermine<l by the rec ipicnt hut. Sllll.ll
ilr·, Jl.jJjJl'opri n.lop.for the pfI,rti cu ln.r PJ'o
()\1)'o)11e-1l1tlwd [oJ' promotirur Lhu IJ(I~II.
i ntc·!I'eHi. of (;h(, jn-ojrram or Pl'o.I(""1. In
vo lvod . The, "eosl,-plns-fl.-peJ'()(mlon.[!.""oj'
oost" or ")Jewctllltag'e of C1onstJ'l](!l.ion

corn.' met-hods of contrlwting shn,ll 1I0!

be uaed.
(4) Contrfwts shall be made only wl t.h

l'Bflponsible oontractors who POHi-1(J~l~
(;he potential abili(;y too perfol'm ~nl<'

(leRRl'u]]y under (;he terms a.nd lIolvl i-
(;)Onf; of (:he proposed pi-ocur-ement.
Consic1flJ'll.tion shall be [riven t.o slJch

matt.ers as contractor lnteg'l'i tv: corn
plf arice with public poliey, molud lua.

where appl loable , Section 3 of the
Housing' and Urban Development Act of
U)68 (12 U.S.C. 1701n); record of past
pel'forn13.nce; and rinancie.l and (-,p,eh-
meal resources or 8,ccessibility t.o other
necessary r'esources. In certain cir-
cumstances, contracts with oert.ain
parties are restricted, as set forth 801. 2
CFR part 2424.
(5) Recipients shall. on requeat. make

avs.lla.hle for the F'erlera.l n.wardiru;
ajrencv. pre-a.ward review a.nd pr-ocure-
ment. documents, Buell n,li rp.Cju(-)stflror
proposals or invtt.at.tons tor bidn, inde-
pendent. cost eat.ime.tes. etr.., when any
of the fol1owing conditions apply.
(i) A recipient's procurement pi-oce-

elures or opera.ttcn fails to comply with
the procurement standards in HUD's
implementation of Circular A-llO.
(ii) The procurement is expect.ad t.o

exceed $100 ,000 or the 81118,11purchase
threshold fixed at 41 U.S.C. 403 .n».
whichever is g'reater, and is to he
awar-ded without. competition or only
one bid or offer is reoe ived in response
to a solicitation.
(iii) The procurement, which is ex-

pected to exceed the small purchase
threshold, specifies a "brand name"
proe!uct.
(iv) The proposed aware! over the

small purchase threshold is to be
awarded to other than the apparent
low bidder under a sealed bid procure-
ment.
(v) A proposed contract modification

changes the scope of a contract or in-
creases the contract amount by more
than the amount of the 8ma11 purchase
threshold.
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Office of the Secretary, HUD

(f) Cost (mel price aiuihtsis. Some form
of cost OJ' price analysis shalJ be made
and dooumented in the procurement
files in connecuion wi tl: every procure-
ment actron. Pr-ice analysis may be ac-
oomplished in various ways, including'
the comparison of prrce quotations sub-
mitted, market prices and similar indi-
cia, together with discounts. Cost anal-
ysis is the review and sva.Iua.tfo» of
each element of cost to determine rea-
sonanleness, a.Ilocabi li ty and allow-
abil it.y.

(g) Procurement records. Procurement
records anel files for purchases in ex-
cess of the small purchase threshold
shall include the following at a min-
imum:

(1) Basis for oontractor selection;
(2) Justification for lack of competi-

tion when competitive bids or offers
are not obtained: and

(3) Basis for award cost or price.
(b) Contract administration. A system

for contract administration shall be
maintained to ensure contractor con-
formance with the terms, conditions
and specifications of the contract and
to ensure adequate and timely follow
up of all purchases. Reci]Jients shall
evaluate contractor performance and
document, as appropriate, whether con-
tractors have met the terms, condi-
tions and specifications of the C01]-
tract.

(i) Contract provisions. The recipient
shall include, in addition to provistons
to define a sound and complete agree-
ment, the following provisions in all
contracts. The following provisions
shall also be appliecl to subcontracts.

(1) Oontracts in excess of the small
purchase threshuld shall contain 0011-
tractuaJ provisions or conditions tbat
allow for administrative, contractual,
or legal remedies in instances in which
a contractor violates or breaches the
contract terms, and provide 'for such
remedial actions as may be appro-
priate.

(2) All contracts in excess of the
small purchase threshold shall contain
suitable provisions for termination by
the recipient, including the manner by
which t.errnuiat.i on shall be effected
and the basis for settlement. In addi-
tion, SUCllcontra.cts shall describe 0011-
dittons under which the contract. mas
be terminated for default as well as

§84.84

oondi tf ons where the contract Il1RY be
t.ermtnaterl beOfLUseof ciroumst.ances
beyond the control oJ the contractor.

(3) Except as otherwise required by
statute, an award tliat requires the
contracttnz (or subcontr[Lcting) for
COl1stl'UCtiOllor facility improvements
shall provide for t.he recipient to follow
its own requirements r-elut.ing to bid
guarantees, performance bonds, and
payment bonds unless the construction
contract 01' SU]}C011tract exceeds
S100,000. For those contracts or sU]J-
contracts exceeding S100,000, HUD may
accept the bonding po.licy and require-
ments of the recipient, provided HUD
has made a determination that the
Federal Government's interest is ade-
quately protected. If such a determina-
tion has not been made, the minimum
requirements ahall be as follows:

(i) A bid guarantee from each bidder
equivalent to five percent of the bid
price. The "bid guarantee" shall con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanving a
bid as assurance that the bidder shall,
upon acceptance of Iris bid, execute
such contractual documents as rnay be
required within the time specified.

(ii) A performance bond on the part
of the contractor for 100 percent of the
contract price. A "performance bond"
is one executed in connection with a
contract to secure fulfillment of all the
contractor's obligations under SUCll
contract.

(iii) A payment. bond on the part of
the contract.or for 100 percent of the
contract. price. A "payment bonrl" is
one executed in oonnect.ion with a C011-
tract to assure payment as required by
statute of all persons supplying labor
and material ill the execution of the
work provided for ill the contract.

(iv) Where bonds are required ill the
situations described herein, the bonds
shall be obtainecl from nompanies 1101c1-
ing' certificates of authority as accept-
able sureties pursuant to 31 OFR part.
223, ",surety Companies Doing Business
with the United States."

(4) All neg·otiat.ed contracts (GXCGpt
those for less t.han the small purchase
threshold) awarded b;y i-ociprerrts shal l
inclucle a proviaion to the effect that.
Lhe recipient, HUD, the Oomptroller
General of the Unitecl States, or any of
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§ 1J4.tl5

LllIlll' rlu Iv 1I\J\;1101'1:',,,<11'f>llI·(:~(>,nl,:I.Liv(:~L
,\11:111 hnv« :I I IOI-lm\ 1.0 IlllY IH}okH. dOC\l·
1lV!1l1.f; PII.I1(.)I'H anrl l'O')OI'r1s or Lllf\ I)OIl-

U·:I.O\.OI· 1I'I1111h a.r« (lil'fJoUv pCI'LlllonL 1.0

Ii :'ljJH<:II'ic JlI'Og'I'JI.11l1'01'LlH'. PllI'POHf>of
ll1:drlll~' a.udILR, Ilxflillinn.i;loI1H, (lxoel'pLH

Il.lvl LI'RI1HGI'ipt\ol1r;.

I fJ I ill loon tracts. j ncJ u d i11~ smul) PUI'-
cha.~(;H. awarded nv I'eeipients 8.n<1 \,IJ(Jil'

')ont),fl.ctOJ'H 8ha11 contal n \',)10 m-ooure-
mont. provislons of appond ix A \;0 \,!lis
I'll111, :tR iJ,pplJeftlJlfl.

IflH wn. '171111, f\opL is. l!Hl1. "'" illnOllr\nr\ :t.\. 7"
I"j{ '/:I1!)~,nBC. 27, ?II071

~H'I ,HI) Repor-ts and I'COOl'dB,

Ill,) !'ILrpose of reports and records.
Parag'l'aphs (h) and (e) of this section
Ret forth the procedures for monttormg
fwd reporting on the l'ecipient's finan-
cial and program performance and the
necessary standard reporting forms,
1'11oy also set forth record retention re'
quirements.
(hi Monit.oring and reporting program

Tlcr{ormo,nce. (1) Recipients are respon-
sible for managing and monitoring
fJ:eeh project, pr-ogram, subaward. rune-
t.ion or acttvltv suppor-ted by the
award. Recipients shall mo ntt.or sui"
8W:l,I'c!fJto ensure subreci pi ents have
m81. the audit requtrements as deltn-
ea.t,ed ill § U'UJ2(e).

(2) The F'ederal awarding agency
shal l prescr lbe the frequellcy witb
wnich the performance reports 8h3,1] be
submitt.ed Except as provi ded in para-
g'J'aph !tJ)(6) of thi R sflcti on, perform,
ance reports 8118,11 not be required more
frequently than quart.er lv or less Ire-
qu en tly than annually. Annual reports
shu.ll be due 90 calendar days after the
grant. year: quart.erlv or semi-annual
reports shall be clue 30 days after the
reporting' period. The Federal awarding
agency may require annual reports be,
fore the anniversary dates of multiple
year awards in lieu of these require-
ments. The final performance reports
are due 90 calendar days after the expi-
ration or t.errmna.tf on of the. award.

(3) If inappropriate, a. final t.eormical
or performance report. shall not be re-
quired after completion of the project.

(4) Vilhen requirecl, performance re-
ports shall generally contain, for each
award, brief information on each of the
following:

24 CFP Subtitle P. (4-1-11 Edition)

I i I i\ c)o1l1pn.I'iRon or a.ct.u a.l :":(Jorn-
pl1811mol1t8 w l l.h t.h« g'oll,ls n.nd oh]t«:
Liver> (-lstn.IJllfllwcJ lor the pnriorl, the:
f'lnding's of tile,: invBs\;ig'fl.\,OI',or hot.h
WhlllHWBJ' i\,P]JI'IJ]JI'ia,\'f1 and t.h« ((11t.pi: \
of PI'Og-l'Jtlllf\01' PI'Oj()r,tflcan 1](: l'ulI.riiI.\'
quanulf'ierl, su cb Cjull,llt;itn.\,lvn clll.1;;\
SllO\11() iJ(; l'olfJ.Lr1dto OOS!. data J'o r com

puta.t.ion oj' unit, OOHtR.

(Ii) Reasons why 8Rtaillifllimi g·oll.ls
were not met, If appropria,te.

(Ii) Recl pten ts shall not he requil'flrl 1.0
SUI1111it111Ol'P. Lh<1.11the ol'ig'illal a.nd two
()Opiflr>of perf'orma.no« reports.

(G) Recipionte sha.ll Immedtn.te lv no-
tify HUD of clevelopments that. h:J.V(1 H

significant. impact on the award-sup
ported ac tlv ltf es. Also, nottricn.tton
shall be g-iven in tile ease of pr-oblems.
delays, or adver-se conditions which
ma.ter'ial lv impair the abilf tv to meet.
the objectives of the award. This notl1'i-
cation shall include a statemflnt of the
action taken or eont.ernpla.ted. anrl any
assistance neecled to resolve the 8itua-
t.ion.
(7) HUD may make site visits, aH

newle(l.
(B) HUD snal l complv with eleal';1]l(J(I

roqui rernen ts of .'i erE part 1320 when
l'equflsting- porrormance da.ta from I'e-
cipients.

ic) R.ctcn1;i()l1 aru! aceess req·LLircml'.nt,';
for records. (1) '1'11i8pH,ragrD,))h I C) set.s
forth requirement.s for record 1'0t011\;io)'1
and access to reeords for awardn to 1'(1-

cipients. Federal awarrhng ag encies
shall not impose any other record re-
tention or a.CC6SS rsquir-emen r.s upon
recipients.

(2) Fl nancia.l r-ecords. support.mp c1nc·
umerrts, stat.ist.ical records, and all
other records pertinent t.o an award
shall be retained for a period of three
years from the elate of submission of
the rmal expenditure report or, for
awards that are renewed quarterly or
annually, from the elate of the submis-
sion of the quarterly or annual finan-
cial report, as authorized by HUD. The
only exceptions are the following.

(i) If any litigation, claim. or audit. is
started before the expiration of the 3-
year period, the records shall be re-
tained until all litigation, claims or
audit finclings involving' the r-ecords
have been resolved and final act.ion
taken.

4fl6
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(ii) Records for real property and
equipment acquired wrth Federa] funds
shall be retained for 3 years after final
dispositiorJ.
(iii) When records are transferred to

OJ' maintaineel by the Federal awarding
agency, the 3-~'ear retention require-
ment is not applicable to the recipient.
(3) Copies of original records may be

substituted [or the original records if
authorized by HUD.
(4) HUD shal l request transfel' of cer-

tain records to its custody from recipi-
ents when it determines that the
records possess long term l'etentiol1
value. However, in order to avoid dupli-
cate recordkeeping, HUD 111a;l'make ar-
rangements for recipients to retain any
records that are continuously needed
for joint use.
(5) HUD, the Inspector General,

Comptroller General of the United
,states, 01' any of their duly authorized
representatives, have the right of time-
ly and unresta-ict.ed access to any
books, documents, papers, or other
records of recipients that are pert.irient
to the awards, in order to make audits,
examinations, excerpts, transcripts and
copies of such documents. This right
also includes bimely and reasonable ac-
cess to a recipient's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph (c)(5) are not
limited to the required retention pe-
riod, but shall last as long as records
are retained.
(6) Unless required by statute, HU~

shall not. place restrictions 011recrpi-
ents that. limit. public access to the
records of recipients that are pertinent
to an award, except when HUD can
demonstrate that such records shall be
kept conficl811tial and would have neen
exempted from disclosure pursuant to
the Freedom of Information Act (5
U.S ,C. 552) if the records had belonged
to BUD,

~84.86 Termination and enforcement.
(a) Terminai.ion. (1) Awards may be

t.ernunatcd in whole 01'in part. only if
paragraphs (a)O)(i), (a)(l)(ii), 01'
(a)O)(iii) of this section apply.

(i ) By HUD, if a recipient. ma.terially
fails to comply with the terms and C011-
c1itions of an award.

§84.86

(ij) B;\' HUD with the C011fiBntof t.he
recipient, in which case the two parties
shall agree upon the terminati011 con-
ditions, including the effective date
and, in the case of partial termination,
the portion to be termillatec1.
(iii) By the recipient UP011sending to

HUD written notincataon setting forth
the reasons for such termination, the
effective date. and, in the case of par-
tial termination, the portion to be ter-
minated. However, if BUD determines
in the case of partial t.erminauion that
the reduced or modified portion of the
"'rant will not accomplish the purposes
for which the grant was made, it may
terminate the grant in its entirety
under either paragraphs (a)(l)(i) 01'

(a)O)(ii) of this section.
(2) If costs are allowed under an

award, the responsibilities of the re-
cipient referred to in §84.87(a)(1), in-
cluding those for prcpertv mana.g'ernerrt
as applicable, shall be considered in the
termination of the award, and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriate.

(3) If costs are allowed, the cost prin-
ciples in §84.27 apply, even though the
award was made on a lump-sum basis.
Alternatively, a terrmnataon settle-
ment may be reached b;\' prorating the
zrant amount against the percentage
~f completion 01'by some other method
as determined by the Grant Officer, as
long' as the method used results in an
equitable settlement to both partaes.

(b) Enforcement-(1) Remedies for n01)-
compliance. If a recipient ma.terially
fails to comply wi th the ter111Sand con-
ditions of an award, whether stated in
a Federal statute, regulation, assur-
ance, application, or notice of award,
HUD may, in addrtion to imposing' any
of the special conditions outlined ill
§84.14, ta.ke one 01' more of the fol-
lowing' actions, as appropriate in the
circumstances.
(i) Temporarily withhold cash pay-

mente pending correction of the defi-
ciency by the recipient or 11101'8severe
enforcement action by HUD.
(ii) Wholly 01' partls suspend or ter-

minate the current. award.
(iii) Withholcl Iurther awards for t.he

project or program.
(iv) Take other remedies that rnay be

leg-a)]y available.
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(~'i l-Ie 0.1'11I.(!.\' (I.n(1 (1))lJlw.I.', In Lii.l;lrw ,1.1"1

1\11lor1:olllnJ] I. H.ntioll. Hun ~IIILII pl'ovid(,
t.1H'. l'eclpi(JJ]t n.n opportunity lor heur-
IIW. n.p)J(IH.l, 01' other arimlnin\'.I'H.I;lvf,
PI'01:0{J(lillg \.0 wilieh thf) I'H<;\plont is en
1'.11.1<:(1under a.nv P,\;il.tutf' 01' l'fJP,'uJa.tion
;1.])pIIGH.hl() 1,0 1;11" a.c ti on involvod.

(~j ) EFfect.s of sv.spcnsion and icrmi-
nuiun: CORts of a rccl pient. I'fJfmlting
1'1'0111 ohl!g'H.tions incu n-ed hy the I'E,·

nlplen\; during' a snapenulon or a.fter
t.ermina.ttou of an award are not allow-
il.\)lo unless HUD cxpresslv a.uthol'lz(jR
th0111 In the notice of suspcnston or tcr-
mtnn.tion or subaequent.lv. Other I'enipi-
cnt costs durtng auspenaion or arter
t.ermina.tion which are nACeHHfJ.J'y[1.11(\
not reaaonablv a.voida.hle are n.llowable
if' pfLmg'mpl1H (\})(3)1i) and (jJ)(3)(ii) of
\;1118 section apply.

(i) 'rho 008\;8 resu lt from oiJligD.tions
which were properly incurred hy the re-
cipient. hefore the effective date of sus-
pension or termination, are not in an-
ti cipa.tton of it, and in the ease of a tel"
minatlon, are noucancel lable.
(ii) The costs would be a.Ilowahle if

t.he award were not ausponderl or ex-
p'i rerl normally <1\, the end of the f'unrl-
ing' period in which the termination
\;akes effect.

(Ij) R.elationship to aebarmen! onul sus-
)Jension. The enforcement remedieR
iclentifiecl in this section, inelud ing
suapenaion and termination, cia not
preclude a recipient from being subject
to debarment and suspension under
HUD's regu lat.ions at 2 CFR. part 2424
(see §84.l3).

rfiB FR. ,17(111.Sept. 13. 1991, as a.mcnd ed at. 72
PH n192, Dec. 27. 20071

~84..87 Closeout procedm'es, sub se-
quent adjustments and continuing
responsibilities,

(a) Closeout procedures. (1) P"ecipients
shall submit, within 90 calendar days
after the date of oompletion of the
award, a.11 financial. performance, and
other reports as required by the terms
and conditions of the award. HUD may
approve extensions when requested by
the recipient:
(2) The recipient shall account for

any real and personal property ac-
quired with Federal funds or reoeived
from the Federal Government in ac-
oordance with §§ 84.83(b) t.hrougl: (g).

24 CFRSubtitle p, (4-1-11 Edition)

I III .\·Iiil.~erflU"1I( (J.il'1lJ.st.11Innt.s aiu! !:(i1I 0-

i.in lI.ill(l ),((.'i))()1/..~il>i/.it.i((s. (I) T'nt: clo~(\ou I.
or u.n iI,Wfl.rr] (]O(jR not ,dT(;()\. n.n\' or 1,11"
['ollowlng':

(i I !\udlt. I'OljUil'(;l1lont.f-; in fiH'\.2(i.
(Ii J F'I'o)mr1.y mn.I1fJ.g·Cj1l'JOJlt. 1'(\'1\111'"

l11(11)\'f; III ~~ il<l.fI:l!1> I I,hr'oug'h lJ.n.
(Iii I H.(;(,(J)'ds rnt.en tl on [l,R )'ofjuil'"d III

~Bi1.53.
(2) After ciosoout or a11 [cW8.)'CI. n rnln

\;10118111p c)'en.t,oel under an a.warr] mnv
be l11o(lificlcl 0)' ended in whole 01' in
part with the consent. of HUD and t.he
I'Hcipient. provided the i-esponalbil it.ies
of 1;11(·,l'fJclpient a.re conRide)'fid i111(1pro-
ViRions made fo1' non ti nul nr: I'~~)'lon-

sij)ilitieR of tl1e l'Aoipifmt, 8.8 n.pprr)·
prrate.

.APPENIJIX .A 1'0 PART 84-CON'I'llACT
PROVIS10NS

All oont.rnnts. award ed by a l'Hcipiont. in-
cluding sl118.11 purchases, sha.ll cont.nrn th«
Io llowtnr; provisions as applicable:
1 Equa! Employmen( OPP01'tn1tii)l-All COl)'

traots sh al l oon t.a.in a. m-oviai on requ iri ng
oompl iance wf th E.O. 11246, "Equo.1 Employ·
rnen t. upport.unt t.v ," as amen tied by E.(J
11375, "AmencUng- Exec\ltive Order 1121(; H.p·
lating- t.o fiqu",l Employment OPPOl't.lllllt.y.·
and as supplom ent.ed hy reg-ula,t,lons n.t. '11
CFR. pa.rt. BO, "Office of Fnde ra.l Oontl·'<'(>i.
Cornpl tnnoe Pl'Og"l'ams, mqua,l mnl}Jloyrnont.
OPPol'tul1it,y, Depa.)'tment of' La.boi-."

2. Cope/a.nll "An/;i ..[(ici:./)(Lc/c" Acl !III [I.S.C
1174 tnu! 40 U.S,C; 27Gc)-A1l contr-acts o.nd snh·
g-1'B.ntR in excess of £2000 for eonstructton 0\
repa.i:: a.warrlerl by rp,eipients a.nd nubrectpi-
ont" shall mclud« a provision for com plf auce
with the Cope la.nd "Allti·Kielrba.cl{" AnI'. ,)fI
U .S.C n7'il. as supplemeuued by Depa.rt.me» 1
of Labor I'eguia.tiollg (2!J CFR part. :1. "Con-
traot.ors anrl Snheontra.ctors on Pu hl lo Bn ilrl-
irur or Puhl lo Work Pina.need in Whole 0\' in
Part by Loans OJ' Grants from the Uu i t.od
St,a.te8" I. The Act provides tua.t each «on-
t.rr.ctor OJ' snln-eorpient sha.I! he prohihit.eci
from inducing, hy anv means. a.ny pel'H011

employed in the constrnotion, completion, or
repair of public work, to give up an}' part 01
the compensation to which he is otberwise
enti tied. The recipient shall report 3,]) sus-
pect.ed or reported violations to HUD.

3. Dosns-Bacon Act, as amended (40 U.S.C'.
2760. to 0-7)-\"11en required by Federal pro-
g ram legislation, all construction cont\'3.cl·,H
awarded by the recipients and subreciplenl,s
of more than .2000 shall Include 0 proviatcm
for compliance with the Davis-Bacon Act. 140
U.S.C. 2769 to a-7) and ",8 su ppl emen terl hy
Depa.rtment of Labor regulations (29 CFR.
part 5, "Labor Sta.ndards Provisions Apprica-
ble to oontracts Governing Federa.lly Fi·
nan ced and Assisted Constrnction"). Unrler'
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Office of the Secrejar~l, HUD

thi~ Act, oontract,or~ shall bl' required t.o pay
wages 1:,0 laborers and mechanics at a l'aLl'
not less than t1H' mintrnum wages specifiec1
in a wag« determination made b)' the Sec·
ret.ary of Labor. In adclition, eontract-oi's
81m]] be requ ired to pa)' wag es not less than
once [I weelr. The recipient. snal) place a cop),
of tile current prevailing wag e det,erminatiol)
issued b)' the Department of Labor in each
snltcitn.tiou and tile award of a contract shall
be condi tioued upon the acceptance of the
wage determination. Tile recipient shall re-
port all suspected 01' reported violations to
BUD.

1. contract Wor]; HOUTS ancl Sa/el.J! StandOTds
Act (40 U.S.C. 327 through 333)-\\,])el'e applt-
cable, all contracts awarded h)' recipients in
excess of 82000 for oonstruction contracts and
in excess of S2500 for other oontraots that in-
volve the employment of mechanics 01'labor-
ers shall include a provtston for compliance
witll Sections 102 and 107 of the Oontract
wort Hours and Sa,fetJ' standards Act (40
U.S.C. 327-333), as supplemented by Depart-
ment of Labor r-egula.tions (29 CFR part 5).
Under Section 102 of the Act, each con-
tr-aotor shall be required to compute the
wages of everv mechanic and laborer on tIle
basis of a standartf workweek of 40 hours.
Work ill excess of the standard workweek is
permissible provided that the worker is com-
pansa.ted at a rat.e of not less Lhan ]1/, times
the basic rate of pa;y for a.Il hours worked in
excess of 40 hours ill tne workweek. Section
107 of the Act is applicable to oonstructton
wort and provides tna.t no taborer 01' me-
chanic snall be required to work in sur-
roundings 01' under working cnnditdous
which are unsanl tarv , hazardous 01' dan-
gerous. These requirements do not apply to
the purchases of supplies or ma.tei-ials 01' ar-
ticles ordinarily available 01) the open mar-
ket, 01' contracts for transporta.tioll or trnns-
mission of intelligence.

5. Rights to tnuentunis Made Under (I C01/'
t.racl or Apreemcnl-Oontracts OJ' agreements
for the performance or oxperimentnl. rlevel-
opmental, OJ' research wort shall provide for
the rights of the Federal Government and
the recipient, in any resulting mventinn ill
acoordnnce witli 37 OFR part 401, "Righ L8 to
Inventionfi lI'lade b)' Nonprofit. Orgnllizations
and Small Business Firms Under Govern·
ment Grants, Contracts and ooopera.tf ve
Agreements," and an)' implementing ragu la-
tions Issuet] b~' HUD.
G. Clewl Air Act (42 U.s.C. 7401 et seq.) unci

the Fetlcru! Welier Pottuium Control Acl (33
U.S.C. 1251 et seq.), ([S Cll1lencled-Oontracts
and subg ranbs of amounts in excess of
SIOO,OOO shall contain a provision tlmt re-
quire" tIle recipient. to agree to comply wi th
all applic"bl e standards, orders OJ' regula-
tions issuccl pursuant to the Oleau Ail' Act.
(12 U.S.O. 7401 ef seq.) and th~ Feder,,] Water
Pollution Oontrol Act as amended (33 U.S.C.
12&1el 8C(j.). Viola.tions shall be reported to

Pt. 85

BUD and tlll- Regional Uffice of l.lll' Environ-
mental Pro t.ect.iou Agcnov (EPA).

7. H!lrci Allti-Lohh,llhl{1 ilmclIe/mellt (3] U.S.C.
1352)-00nCl'itcl.orE who applv Ol' lJicl Ior all
a.warrl of S100,nOn 01' mort- 81m]] file tIle re-
quired certification. Each tiel' cel·tifies to
the tiel' above tnat it will nol [t))(1 llas not
used FedemJ appropi-lat.ed funds to pay ftny
person 01' organization for influencing 01' a.t-
tempting to influence all officer OJ' employee
of allY agency I a 1118111bel'of CongT8ss, officer
01' employee of Oong ress, 01' an employee of a
member of Oongress in connection with ob-
taining' any Federal contract, gr-ant. 0]' any
other a.warrl covered b~' 31 U .S.C. 1352. Eacl:
tiel' shall also disclose any lobbying wit11
nOll-Federa.] funds tha t takes place in con-
nection wi tIl obtaining all)' P'erlera.l award.
Sucll disclosures are Iorwartled from tiel' to
tiel' up to the recipient.
[59 FR 47011, Sept. 13, 1994, as amendecl at 72
FR 73493, Dec. 27, 2007J

PART 85-ADMINISTRATIVE RE·
QUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO
STATE, LOCAL AND FEDERALLY
RECOGNIZED INDIAN TRIBAL
GOVERNMENTS

Subpart A-Generat

Sec.
85.1 Purpose and scope of this part.
85.2 Scope of snbpart.
85.3 Definitions.
85.4 Applicabilit;y.
85.5 Effect OD other issuances.
85.6 Additions and exceptions.

subparl B-Pre·Award Requirements

85.10 Forms [or applying for grants.
85.11 State plans.
85.12 Speoial grant or subgranL conditions

fOJ'"higll-risk" grantees.

subpart C-Post·Award ReqUirements

FlNANCUdJADMINISTRA'fJOI,

8&.20 Standards 101' financial Illfl-nagemcnt
syatcms.

05.21 Payment.
8&.22 Allowable costs.
85.23 Period of nvailabilit.y of funds.
8&.21 Mu.tching or cosl shnring ,
3G.2[1 Progr-am income.
00.20 NOll-Fee1cml audi L.

CHANGES. PROPERTY,AN])SUllAWAEDS

8[,.30 Changes.
8&.31 Real prouertv.
8&.32 EquipmBl)t.
8&.33 Supplies.
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Pt. 230

3. tndirect east allocations 1101 using rat.es.
In certain siLna.tiollS, H govel'nn1enLal unit,
uecause of the nature of its awards. mnv be
required to develop !< cost. allocation plan
tha.t. distributes indirect land. in some cases,
direct: costs to tlie speci Iic funding sources.
In these cases, a narra.tive cost rdlocatioD
methodolog'), shou Id be developed, docu-
mented, mamtuined for audit, or snbmitted,
as appi-opriate. to tne cognizant agency for
review, neg ottation, and approval.

4. Appeals. If a dispute arises in a nago tla-
ti on of all indirect cost rate (or other rate)
between tlle cognizant ag encv and the gov-
arnmcnta.l unit. the dispnte anal) be resolved
in accordanoe with the appeals procedures of
the cognizant agencv.
5. Oollection of unallowable oosts and erro-

neous payments. Oosts specificallj' identified
as unallowable and charged to Federal
awards ei ther dn-eot.Iy 01' indirectly will be
refunded (including interest onargeable in
accordance with applicable Federal agency
regulations).
6. OMB assistance. To the extent tnat prob-

lems are encountered among the Federal
agencies and/or governmental uni ts in con-
nectl on with the negotiation and approval
process, OMB will lend assistanoe, as re-
quired, to resolve such problems ill a timely
manner.

PARTS 226-229 [RESERVED]

PART 230-COST PRINCIPLES FOR
NON-PROFIT ORGANIZATIONS
(OMB CIRCULAR A-122)

Sec.
230.5 Purpose.
230.10 Scope.
230.15 Polic~'.
230.20 ApjJlicalJili t~'.
230.25 Defini ti ons
230.30 OMB responsibilities.
230.35 Federal agency responsibilit;ies.
230.40 Effective date of changes.
230.45 H.ellttionship to previous issuance.
230.50 Inf'ormation Contact.
l\.PPillNDD: A 'fO PAnT 230-GillNEnAL pnlN-

OIPLill8
ApPillNDD: B 1'0 PART 230-SELEC1'ED ITEMS 01'

OOST
ApPENDD: C 1'0 PAn'!' 230-Nol.;-J'nOPl'r OHG/I-

l~lZATJONSNOT SUBJECT TO THJS J>MI.'T

AUTHOIU'rY: 3] U.S.O. 503; 3] U.S.C. 1111:1J
U.S.C. '105;Reorganization Plan No.2 of 1970;
E.O. 1151], 35FE 10737, 3 CFR, H166-1970,p. 939

sounon 70 FE 51927, Aug. 31, 200S, unless
otherwise noted.

2 CFR Ch. II (1-1-09 Edition)

* 280.5 Pur-pose.
'I'his part. estalJJisbes prmcrples for

det.ermining costs of grants, contracts
and other agreements with non-profit
organizations.

* 230.10 Scope.
(a) This part does not. apply to col-

leges and universities which are cov-
ered by 2 CFR part 220 Cost Principles
for Educational Institutions (OMB Cir-
cular A-21); State, local, and federally-
recognized Indian tribal governments
which are covered by 2 CFH part 225
Oost Principles for State, Local, and
Indian Tribal Governments (OJllIE Cir-
cular A-87); or Iiospit.als.
(b) The principles deal with the sub-

ject of cost determination, and make
no attempt to identify the cir-
cumstances or dictate the extent of
agency and non-profit organization
participation in the fmancing of a par-
ticular project. Provision for profit or
other increment above cost is outside
the scope of this part.

* 230,15 Policy.
The principles are designed to pro-

vide that the Federal Government bear
its fail' share of costs except where re-
stricted or prohibited by law. The prin-
ciples do not attempt to prescribe the
extent of cost sharing or matching on
grants, contracts, or other agreements.
However, such cost sharing' or match-
ing sna.Il not be accomplished t.nroug'h
arbitrary limitations on individual
cost. elements by Federal ag oncies.

* 230,20 Applicabilit.y.
(a) These principles shall be useel by

all Federal agencies ill determining the
costs of work performed by non-profit
organizati ens under granta, coopera-
tive agreements, cost. reimbursement
r.ontracta, and other contracts in which
costs are used in pricing, administra-
tion, or settlement. All of these instru-
ments are hereaf'ter referred to as
awards. The prtnciplce do not [I.p]}lyto
awards under wlrich an organiza.t.ion is
not. requirecl to account to the Federal
Government 1'01' actual costs incurred,
(b) All cost reimbursement sub-

awards (subg'ran ts, subcontracts, etc.)
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al'(' 1111bjflet. 1.0 [,llOH(1li'orln),I)'1cost pI'i 1'1'
ciplAS a.pp l ica.hl« \.0 LiI(' jlltJ't;ieuJaI' OJ'·

1~'ll.l1ilo\fl,ti()n eOl'l(18J'J1(;ci Tll\JS, if II
11Iliw.wIU'(] Is to a non-prof] 1. o J'g'an1:7,f\-
i.inn , t;his part sha.ll apply; If fl
sllilflWceJ'ci is 1.0 a commercial orrraniza-
Lion, LlHI Clost principles i),ppllcable 1.0
oommcrc ia) ()0lW8rns sha.l l apply; 11' a
suba wart! is to II (Jolleg'(J or untversf tv.
2 CFR. pI],rt 220 sl)IJ,ll a.pplv: if a.
subn.wn.rd is t.o a. Stu,te, local, 0)' Iedcr-
ullv-r-ecormizod Indian tribal g'overn-
rne n t 2 OFR. part 225 81mll apply,
Ie) Exelusiol1 of Home non-profit 01"

g'IUlizat,ions, Some non-profit, ol'g'anizfl-
ticns, h(-lCaU88 of t;heir size and na.tu r'e
or opera.t.ionn, can he conairlered to be
strn ilar to commercial concerns for
)1ut'p088 of applJ cahl ll ty of cost prin-
ciples, Such non-profit org-anizations
shall operate under Pederal cost prin-
ciples appl: cable to commercial C011-
cerns. A listing of these organizations
is contained in Appendix C to this part,
Other organizations mav he added from
time to time,

~2::l0.25 Definitions,

la) No n-pr-ofi t org'aniza,tlon means
any oOJ'poJ'fl.tion, t.rust.. assoc in.tton, 00-
operative, or other organiaat.ion which:

(1) . Is operated primarily for sci-
entific, educational. service, chart-
Ln,\)le, 01' strm lat' purposes ill the publio
interest;
(2) Is not oraanizod pr ima.r'il V for

»rorit: and
(3) Uses It.s net proceerls to maintain,

improve, and/or expand its operations,
For this purpose, the term "non-profit
orgaruzat.ion" excludes colleges and
universities; hospitals; State. local,
and federally-recog-nized Indian tribal
governmenta: and those non-profit 01'-
g'anizations which are excluded from
coverage of this part in accor-dance
with § 230,20(0).
(b) Prior approval means securing the

awarding agency's permission in ad-
vance to incur cost for those items
that are designated as requiring prior
approval by the part and its Appen-
dices. Generally this permission will be
in writing, Where an item of cost re-
quiring prior approval is speoified in
the budget of an award, approval of the
budget oonstitutes approval of that
oost.

§ 230,50

'i Z:IO,:\O OMB 1'(;8p()llsihiIitie~,

Olvrn mav f,T[l,nt 8x(l0]1tioI18 t,o \,1](' 1'(1·
qui l'f)rnHl1t8 of this P[U't when POI'J'l1Is
sillll) under existing law. HOW8Vf)I', In
tho 111\,81'(1[;1',or achievrrur ma.xrm urn
nniforru l tv, exceptions will be pel'
mitted only in l1ig'illy unusual Gil',
0\1I11R1;ll,I1(1e8.

~2:10.115 Federal ugenev l'espol1E:ibii.
itief;,

The hcud of each j1'ederal D,g-ellc;\,tha.t.
awarrla and administers g'J'D.nts a.nr]
aA'I'eements subject to thts ]In,rt is )'ic1

sponaiule for requeRtlng f),p))rov[J,l fl'()ll'l
and/or consulting with OMB la8 ap pl i
cable) for deviations n-om the g'ulclfmC('
in the appcndf oes to this part. and per-
forming' the applicable functions speci-
fied ill the appendices to thi[; part,

§230,40 Effective date of ehunges.

The provlsl ens of this part are effec-
tive Aug'ust 31, 2005, Implemente.t.ion
shall be phased in by tnoorpora.ting t.hf,
provisions into new awards made after
the start of the 01'ganlz8,tion's naxt. fiN,
ca) vear For existing' awards, the. now
principles may be applied if I1n orrrant
7.8,tion arid the cotrntzant P'edera.l ,,-p;fm,
cy a[;,l'ee, marlier Irnplementato on, or fl
delav in imulement.atdou of Intl iv irl un.J
provisions, is also permitted by m11t,\UI.l
agreement het.ween an orga.nizru.Iou
and the cogrnzant Federal agency.

~230,45 Relationship
issunnoe.

p1'8viOURto

18,) T'h« g-niclance In this part. }l1'f'

vlouslv was issued as OMB Circula), 1\-
122, ApI)(,mclix A to this part contains
the guida.nce t.hat was in At.ta.chrnen t. A
(genera'! principles) to the OMB cir-
cular: Appendix B contains the gutd-
ance that was in Attachment B (se-
lected items of cost) to the OMB cir-
cular; ancl Appendix 0 contains the in-
formation that was in Attachment C
(non-profit organizations not subject to
the Circular) to the OMB circular.

(b) Historically, OMB Circular A-,122
superseded cost principles issued by in-
dividual agencies for non-profit organi-
za.tions.

§230.50 Information contact.

Further information concerning this
part m9,O' be obta.ined by contacting tile
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PI. 230, App. A

Office of Federal Financial Manage-
ment, Oll'I:B, Washington, DC 20503,
telephone (202) 395-3993.

ApPENDU: A TO PAll'!' 230-GENEHAL
PftINClPLES

GENlDl\AL PRINOJPLES

TABLE OF OONTENTS

A. Basic Oonsiderations
1. Oomposition of total costs
2. Factors affecting allowallilitj' of costs
3. Reasonable costs
4. Allocable costs
5. Appli cable credits
6. Advance llnderstanelings
7. Oonditional exemptions

B. Direct Costs
O. Indirect Oosts
D. Alloca.tion of Indirect Oosts and Deter-

mination of Indireot Oost Rates
1. General
2. Simplified allocation method
S. Multiple allocation base method
4. Direct allocation method
5. Special indirect cost rates

E. Negotiation and Approval of Indirect Oost
Rates

1. Definitions
2. Negotiation and approval of rates

GENERAL PRINCIPLES

A. Basic Oonsiderations

1. Oomposition of total oosts. The total
cost of an award is the sum of the allowable
direct and n.llooabl e indirect costs less any
applicable credits.
2. Factors Mfecting allowabilit~' of costs.

To be allowable under an award, costs must
meet the following general cr! tertn:
a. Be reasonable for the performance of the

award and be allocabl e thereto under these
prtnciples.
b. Oonform to any limi tations or sxclu-

sions set forth in these principles or in the
award as to tvpes 0]' amount. of cost items.
e. Be consistent with policies and proce-

run-es that. applv unif ormlv to bot11fBderall~'-
financed and other activities of the organiza-
tion.
d, Be accorded oonsistent. trea.tment.
e. Be determined in accordance wf th g en-

era.lly accepted aocounting urmciules
(GAAP).
f. Not. be included as a cost. 0]' used to meet

cost sharing or ma.tchinp requirement!; of
anv other fBderallj'-finanoe(l pi-ogrn.m in ei-
th er th e oun-enLor R pri or peri orl.
g. Be adequfI,Lelj'documented.
3. Reasonable costs. J\ cost. is r-easonable if,

in its nut.ure 01' amoun t, it. does no! exceed
that which would be incurred IJY a prudent,
person under the otrcumstances prel'ailill£ at.
the time the decisioll was made to incur the

2 CFR Ch. II (1-1-89 Edition)

costs. '!'he question 01 tl18 rsasonal)l e1l8SS01
specific costs must be scrutinizee] witl; par-
ticular cure ill connection with oi-gantz.at.ions
or separate divisions t.hareof wh ich i-ecerve
tllc prepnndcrance of tlleil' support from
award» made b)' Federal agencies. III deter-
lnining the reasona.bleness or n given cost,
consideration shall be given t.o:
a. Whether the cost is of a type generally

recognized as ordinary a.nrl necessarv [0], the
operf.tion of the organization 0]' the perform-
ance of the award.
b. The rentramts or requiremellts imposed

bj' such factors as generally accepted sound
business practices, arms leng'tll barg·aining.
Federal and ,state laws and regulations, and
terms and conditions of the award.
c. whether the individuals concerned acted

witll prudence in the circumstances, consid-
ering their responsibilities to the organiza-
tion, its members, employees. and clients,
the public at large, and tl1e Federal Govern-
ment.
d. ,significant deviations from th e estab-

Itshed practices of the organiza.tion which
mav unjustifiabl)' increase the award costs.
4. Allocable costs. a. A cost is allocable to

a partrcular cost objective, SUCllas a grant,
contract, project. service. or other ac tlvitv,
in accordance with the relative benefits re-
oeived. A cost is allocable to a Federal award
if it is treated consistently wi tll other costs
incurred for the same purpose in like cir-
cumstances and if it:

(1) Is incurred specifically for the award.
(2) Benefits both the award and other work

and can be distributee1 ill reasonable propor-
tion to the benefits received, or
(31 Is necessary to the overall operation of

the organization, although a direct relation-
ship to any particular cost objective cannot.
be shown.
b. AIl~' cost allocable to a partioular award

or other cost objective under these prinCiples
may not be shifLee1 to ot.lier Feeleral awards
to overcome funding defioiencies, or to a.vold
restrictions imposed by law 01' by the terms
of the award.
5. Applicable credi ts. a. The term a.pplicR-

bl e credits refers to those receipts. OJ' reduc-
tion of expenditures wmcn operate to offset
0]' reduce expense items that are allocable to
awards as direcl or inclirect costs. T~'pical
examples of SUClltransaoti ons are: IJurchase
discounts, rebates or allowances, recoveries
or indemnities on losses, insurance refunds.
and adjustments of overpayments 0]' erro-
lleOU5charges. To t.nc extent thn.t SUCllcr-erl-
its accruing 0]' reeeived by the org·alliza.tioll
rela.Ge to allowable cost. tllBY sna.l) be crert-
it.etl to the Federal Govel'nmenl either fLSa
cost i-ednnt.ion or casu refund, as appro-
priate.
b. In some Instances. t.ne a.l1lounLs received

from the Federal Government to finance or-
ganizational activities 01' service o})el'a.tions
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Hho\Jld lw tl'fHI.t.O() Ftf-; a.ppllnll.hlp nl'IH\ief; Spp·
clfll)II,IIV, l;l)(~ 001100]11. of IlnttinR Hl1nh cl'/HlI1.
il,olnl: fl,~ftinHj. J'ulll.LAd m:ponclll-,\ll'm) Bholll{] I)(!

1I,l1pllod b)' 1;11",ol'f,lI,nlv.n,tlon III "ol,0I'mln1l1l:
1,1)(' ]'Il,LHf.; 01' urnoun ts I,n he olHLJ'g'ocJ l',n Fnd-
(~1'1l1 ;I.WIl,\'dH for HOI'vlne!) ,'ondHl'ocl whenever
t.l.« 11v.:llltoloH 01' othol' l'OAOUl'oeB uHed In pro,
vidlng Huoh HOI'vioHl") hn.v« ilHen Fina.nced di-
]'(!()L!v, ill who l« 01' ill pn.r t. hy Jl'Adel'H,] fl1nclg

c r'Ol' l'ulm4 novIH·tnrr pl'oA'l'n,l)l In00111B (1.0.,
~'I'OFtf) ln001110 eal'nod Irorn [e.dBl'[l"llY-Hup-
"ol'l,or) 1I,()t;lvll;lonl HOO ~ 21U,21 of 2 CFR pn,r(,
21G Un iFo rm Aclmlnlot,l'l1t,lvo n,oqu1l'(,mentH
10)' (ll'n,nl,s and Ag'I'1l0mBnts wlt:h lllRtltutlolls
or FIlg'hol' lDdll()II,t;lon, Hospl tn.ls , and Othol'
Hono-P)'ortt. (J)'g·n.nl'l.nt,lonA (OMB CI)'ouln.I' A·
1101.

(i, Adva.nce unrloratanrttnrra. Under 1111"
g'lvP,1l n.wn.rrl , I,he )'(1aSOllfLhlmHlsR a.nd
1I.lloen.hillt,y or certn.in f tems or coats mav he.
d if'Fi cu l t to dcterrntne. 'l'nts is p[l,rtloular)y
1,1'110,In oonneotion with orR'ILni7.l1tions that
rocetve a, prepondernnee or their support
n-om F'ederal fLgenoles, hi orrler t.o 8,voiel sub-
aoqu ent. dtaal lowance 01' dlspl1t,e baaerl 011
nm-eaaonaulnnnas 01' nonn.Iloca.bl lf tv , it, Is
often desirable to seek a wrl tten agr-eement.
with the oognizant or awarding azeucv in ad-
v ance or the inourrence of snectal or unusual
costs, The absence of an advance agreement
0')1 anv element. of cost. will not, In Itself, ar-
(rc1n\. t.ho reaaonableneas or allocability of
l~hn.I, e lcrnen t.
7, Conditional exemptions. a, OMB author-

1"[1" conrlltlonn.l exemption from OMB admin-
Istre.toi ve requtremeu ts e,nd cost pri notples
ror certu.in F'oclel'lL1 progr ams wi t11 statu-
I,orily-a.ntllorlzed consolidated plfLnning' and
conaolitla.tod a.dmtutatra.tive funding, that
,u'p, Identified hy a Ji'edera,l agencv and ap-
m-oved by the head of the Executive depart-
mont, or estn,bl1shmel1t, A Federa,1 agency
slia.l l consul t w[t,l1 OMB during' Its consider-
atinn of whether t.o grant. such an exemption.
h. 'I'o prornot.e efficiency in StD.t,r, and local

prOf,ram admtntatratton. when F'ederal non-
on ti t.Ierneu t programs wi th common PUI"
poses nave specific sta,tnt,orily-authorized
consolidated ple.nuing and oonao lidat.ed ad-
ministra.tive funding and where most ot' the
St3,te agencv's resources come from non-
Ji'ederl11 sources, Federal agencf es may ex-
empt these covered State-administered, non-
entitlement grant programs from certain
OMB grants management requirements. The
exemptions would be from al l but the
allocability of costs provisions of Appendix
A, subsection C.e: of 2 CFR par't 225 COMB
otrcutar A-B?); Appendix A, Section CA. of 2
CFR part 220 COMB Circular A-21): Section
A.1, of this appendix: and from all or the ad-
m intst.rn.tfve requirements provisf ous of 2
CFR pa.r t 215 (OMB Circular A-lIO) and the
agencies' grants management common rule.
c. When a Federal agency provides this

ilexibility, as 8 prerequisite to a, St3,te's ex-
ercising this option, a. StB,te must adopt its

PI 230, App. A

OWII Wl'iLLl\ll ri~nrtl anrl Hdmillif;til'fl.\.lvf' I'P-

qnjl'fll1HHlts lo\' f:XP81Hlill~ and a.ccount.uu: for
111) Iu nrl s, wh tnh ar« conatstnnt. Wit}l t,}w pt'o-
v1910n" oi' 2 CPT( pit)'\. 22" (OMB Ci rou lu.r A·
WI). a.nrt exLcnrl 8uell pnlinics 1.0 ILII Huln'or:ijJi,
ontH T'hmw fiReR] anrl adrm nist.rn.t.tvr: I'P'
qUil'0111Dllt.S must. 1w sufficl cnt.lv lipecific: L()

mHH1I'r~ l.IHlJ: Ji'nndl-' n.}'p mmd in r·.omTlll:ln(~('
wi til a.11 "pjli ica.hle Fedcra.1 Ht.aLu1.0)';: ;llIrl
I'(!~n ln.i.ovv pl'oviRionB, oontiR arn 1'(~n.H{)lIf1ll\I'

[I,lld neOCHf-Hl,ry ror npcra.tlug thoHr~ )Jl'()g'I'H,nl:-!.,

and Iu nrls Il.l·~ not. l-,() tH~!lRM] for f~'Bnnl'il,l0,j:-

Pl)llHBH !'oquIJ'o<} r.o OEll'J'Y out other )'OB\)()J)'
"lhllll',I,," of /I e\l",/lI." OJ' II,R S\lIWHclplonl.s

FI ))1)'",,1. r:oHI~S

1 j)il'{·H~1. COHt;H ,!.l'll t.hosn 1;11n.1. 0/1.,11 \H' J{jnntl'

fil"ld HT}(H~j fica'! IV wil;ll a uartrcu lar finl"l (~OKI,

ubjoct,\VB. i.e .• H PILl'tioulI1l' RWf11'cl, pl'o.i(-wL,
ser'v loc OJ' ot.her direct. nct.ivi tv or an orun.n t-
zn.t.l on . However. D. cost mn.y not, \)C :tBHirrnHcl
to an n.wai-d as a direct. coat If anv other (~()}-:t.

Inour-rnd for t.h e samo purpose. in lilt!, ctr-
cumst.ance . hO,R been a.lloon.t.er] to an /I,wal'd
as an mrl ireot. cost, Costs identifi eel specifi-
cally wltl) a.wa.rd» are direct. costs oC the
awards a.nrl 111'0 to be assigned direct.lv t.ner-e-
to, Oosts Idrmt,ified apecificn.l lv with ot.n er
final cnst. object.tves of the Ol'g'anization n,rr,
eli)'Bot, costs of those cost. objflctives anr! arl'
not, t.o hp. n.HRig-)1fHI to other n.warrls (lil·r.(~t,lV
0" lnd.i rect.lv.

2. ,"..nv d irec t. (:oR1. or [I minor amount. m nv
h(\ t,l'BfI.tnd rt..R a.n indt rect, COAt raj' l'mU-;Onp. of
nract.l cu.If tv wn ero the acooun ttng trcn.trnnn t.
for suou <:ost If) conslstRntly anpl ied ),0 n.ll
Iina.l cost. oIJ,jectives,
3. The COHt of certain activit1eA 3,]'8 not. a.l

lowabl e as charg-es t.o f<'Bdera.l awu.rda (se(J,
[01' exarnpl e , func\raising- cost,s in pal'a,gI'B.pb
17 or Appendix B to this part». However, even
th oug): these costs are una.Ilowable for pur
poses of computing cnn.rg es to Ferlera.1
awar-ds. they n onatheleas muat be tren(,erl as
direcf oost.s for purposes or dot.crm irimg iud]-
rect cost. rn.r.es and be atlocat.ed t,heil' S)18.1'''
of t,he organization's indirect costs if tlley
represent, a.ctf vttnes which include tho sa.l a-
ries of per-sorm.e l. occupy space. and b8J1flf'jt.
from the org an iz a.ti 011's indirect, costs.
4. The costs of activities performed prf-

mar llv 3,8 a service to members, clients, 01'
the general public when slgnif'ioan t and nee-
essary to the organization's mission must be
treated as dn-ect costs whether or not. allow,
able and be a.Il oca.ted an equttable share of
indirect costs. Some examples of these types
of activities include:
a. Ma.in tena.nce of membership rolls, sub-

scriptions, publications, and related func-
tions,
b. Providing services and tnfor'matnon to

members, legislative or administrative bod-
ies, or the publ ic.
c. Promotion, lobbying, and other forms of

public rela.tt ona.

149

i ATTACHMENT ,_ )

L,PAGE ,....Y.._.. OF ..,2i~.PAGES



PI. 230, App. A

d. 1I1eet;ingEand oon Ierences except those'
hcltl to conduct the g en era.l administl'ntio))
or the organizatiOJl.
e. Maintenance, protection, and invest-

menl or special Iun ds 1101used in opel'alion
01'tlle org anizn.tton.
f. Administl'ation of g]'OUPbenefits on ue-

half 01'members OJ'crtents. including life and
hospital iusurunce, annuity or retirement
plans, Iinancin) aid, etc.

C. Indirect Costs
1. Indirect. costs are those that have been

incurred fa]' common 01' joint objectives and
cannot be readil,' identified with a pal"
ticular final cost objective. Direct cost of
minor amounts may be treated as indirect
costs under the conditions described in sub-
paragraph B.2 of this appendix. After direct.
costs have been determined and assigned di-
rectl,' to awards 01' other work as appro-
priate, indirect oosts are tnose remaining to
be allocated to benefiting cost objectives. A
cost mRJ' not be al looabed to an award as an
indirect. cost if any other cost inct1l'red for
the same purpose, in like circumstances, has
been assigned to an award as a direct cost.
2. Beol\,use of the diverse characteristics

and aocounting practices of non-profit orga-
mzations, it is not possible to specify the
t,'pes of cost whioh may be classified as Indi-
rect cost in all situations. However, typioal
examples of indirect cost Ior many non-prof-
it organizations may include depreoiatiol1 or
use allowances on buildings and equipment,
the costs of operatdng and maintaining Ia-
oilities, and general administration and gen-
eral expenses, such as the salaries and ex-
panses or executive officers, personnel ad-
ministration, and accountdng.
3. Indirect costs shall be classified wi thin

two broad cl\,tegories: "Facilities" and "Ad-
ministration." "Facilities" is defined as de-
preciation and use allowanoes on builc1illgs,
8quipmellt and oapi tal improvement, Inter-
est 011debt associated wrtl: oertaill buildings,
equipment anrl capi tal improvements, and
operations and main tenance expenses. "Ad-
ministl'atiOlI" is defined as general adminis-
trutton and general expenses such as the di-
rector's offioe, accountl ng, personnel. lib]'[t.r~·
expenses and all other types of expenrli tures
not listee] speoifioally under one of the sub-
oategories or "Faoili ties" (inolucling cross al-
locations Irom other pools. where appl icn-
bl e). See indirect coat rate reporting require-
ments ill Sllbparagra.phs D.2.e anr] D.3,g of
this n.ppendix,

D. Allooation of Inclirect Oosts and
Determination of Intlu-ect. Oost Rates

1. General. a. Where a non-prof'i t orga.niza-
tion has only one major function, 01' where
all its maior funotions benefit from its mrli-
reel. costs to approximatel,' the same degree,
tne alloca.tion of indirect, costs anrl t.lie COI11'

2 CFR Ch, II (1-1-09 Edition)

puf.a.tiun of an indirect cost I'at!· mal' be ac-
complialred tbl'Ollgh simplifiee} al l coa t.i on
procedures. as (tescl'ilJo(l in 8ubpft,1'H..graph D.2
of this appendix:
u. \Vhel't~ HTJ orga.nization has several mu.icr

Junotions which benc[it n-om i ts indirect.
eoSLE in varvine elegTees, n.l looat.iun of indi-
rect costs may requn-e the acculllulation of
sucn costs into separate cost. gTollpings
which then are allocatee] indivie]ually to ben-
efiting functiom b,' means of [I base wm cn
best measures the relative degree of ben ef'it.
The indireot costs alloca.teel to 81"c11iunotton
are then disbrIbu ted to individual awards and
otner activities included in that fu nc tion by
means of all indirect cost rat.ets).
c. The determination of what constitutes

an organiza.tion's major funotions will de-
pend on its purpose in being; the types of
services it renders to the public, its cl ien ts,
and its members; and tlie amount or effort it
devotes to SUCll activities as mndra.istug ,
public information and membership activi-
ties.
d. Specific methods for allocating indirect

costs and computing indirect cost rates
along witl) the conditions under which each
rne tnotl should be used are described in sub-
paragraphs D.2 through 5 of this a.ppeurnx.
e. The base period for the allocation of in-

direct oosts is the period in which SUCllcosts
are incurred and aooumul at.etl [or al loca.ti on
to work performed in that period. The base
peri od norrna.IIy should coincide with tIle or-
ganization's fiscal year but, in any event,
snal) be so selected as to avoid inequities in
the alJocation of tne costs.
2. Simplified allocation method. R. Where

an organization'S major functions henefi t
from its indireot costs to approximate],' nne
same degree, the alloca.tioll of indirect. ocsts
max be accomplished bj' separating the orga-
nizn.tl on's total costs for the base period as
either direct or indirect, and dividing the
total all owabl e indirect costs (n et. of appl iCEl·
bl e credits) b,' an equitable distributioll
base. The result of this process is all indirect.
cost. rate which is used to distrihute indirect
costs to individual awards. The ra.te shoulc1
be expressed as the nercentuxe which the
total amount of n.llowubln inttnect costs
bears to the base selected. 'I'Iris method
should also be used where an orgn.niza.ti on
has only one major function encompassing a
num bel' of individua) projects 01' act.ivi ties,
ancl mav be used where the level of Ji'seleral
awards ~ to all ol'ganiza.ti 0]1 is rela.ti v ely
small.
b. Bo th the direct coats autl the indirect.

costs sha.ll exclude on.pit.a.l expenditures ane1
uua llowablu costs. However, unallowable
costs whf oh represent aoti\'ities must be ill-
cluderl in the direct. eOSLSunder the ooncti-
tions described in subparagraph n.3 of this
appendix.
c. The distributioTl base may be t.ot.a) tli-

rect. costs (excluding capi tal expendf tureu
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uurl 01.1101' diHt,()l'Linr(' !l:l~mR, :nll;ll iU: mnior
,'·mllnOll\.I'Il,n\;g or Hllill{J'Il,nLHL (\11'(\(:1, f1ldfJ..1'im\

;\1\(1 \\'lI.IKns. or o i.h«:: llluw whinll l'oHultH 11'1 :1.11

"I[IlII.II,I>I" rliRtl'lIlll\,ion, ,),1", rli"\;I'II1\1\;loll "Ii""
!lllnl! JrmlnJ'iL1Jy nxcl urlr: pfl.l't,ir.ip:LllL !inpJlCl}'l,
"""k '1,0"nfinod III pII,I',q;t'II,pli32 01' A Pllnndlx
II

II r!;}!(Jopl. w nnr« H ~IP(H~hl] 1'II,j''(-1Ui) iH I'(~-

IIIIII'nrl In "nor)l'rlll,n'", 11'1th Huh)w,I'Rr;rn,ph f> of
1,1liE».ppendtx , 1,1", Indil'Ao\. nOR\. rn.t.e rip-vol,
O\HII\uud er 1;1](1I1bovo m-tnctples Is ILpplirmblo
(;n a.l l n,wn.rdR a.t. (,hn ol'g-n.nlzn.t;lon, If a spncin.l
l'n(,nIH) Is ruquf rnd. ILPPI'OPI'In.\;o modifinn.tlonA
Hlmll ho made In orrror to (\oV<1lo)) t.he Rlle"In.1
l'Ht.OU~l.

(~ P'Ol' n.n ol'f.!ll.ni~,n,tifo}) tho.1". l'A<lolVHS 1n00'P,

Lhn,1l $]() million in j1'eriOl'al fundln~' or rlll'HCt.
(~()Rl,f\ In II nH(}ftl vun.r, fI hrnnkou t. of t~helnd i-
l'f{01. (l(lf{t. oornponen t, into nwo hrou.rl OH-t,-

{1(,01'les, j1'n.oilltioR and AdmlniAtl'a.tion a" rle-
j'jll~d in SUI)pal'ag-I'aph C.3 of this anpendtx, is
J'nqull'Bd. The l'n.t,e in each case shall be stat.
(lrl as 1;11e percentage wnich the amount, of
I;llf' partioular mdl reot. ccst oatBgory u.c.,
r<'n.eilJ\,ies 01' Administration I Is of the dis-
r,rilmtion haae Identified with the.\, oH,(;eg'orl'.
;). Mu lbiple a.l loca.tton base met.hod.
Do, General. Where an org-anizn.tion's indi-

r-eot. coats benefit Its major functions in
varvinrr derirees, mdtreot costs shall be accu-
1111l1,d,BClin to sepa.rnt.e cost, gl'0\1plng-8, as de,
s cribed In subpurnn rapb D,3.b of this appen-
rl ix. Iilu.ch gl'ouping shall then 11e a.l loca.terl
mrhvldun.llv to benefiting Iuuct.ious by
means of a uase which beat measures the )'el,
a.ti ve henefits. The defl1ul\; allooa,tion haaes
by oost, pool are rlescribCJri in subpru-am-auh
D.3,c or this appendix.
b. lrlen t.if'icat.l ou or In<ilr6e\. costs. Cos\',

[;roupings shall be established so n.R to per-
mit the allocation of each groupmg on the
basie of benefits provided to the major rune,
clans. illac), {<I'ouping shall 00118t,i tute ~. pool
of experiaes tha.t, are of ltke cha.ruct.er in
norms of functions they henefil, and in tnrrns
of the. allocation base which best measures
t,he rela.ttve heneti ts provided to ea.ch Iuno-
r.ion. The g'roupings are classified within the
tw« hroad ca.teg'or-ies: "Facilities" and "Ad-
miuista-a.tf cn," as described In su bpar ag raph
G.a of this appendix. The indirect cost pools
are defined as follows:
(1) Depreoiation and use a.llowances. The

expenses under this heading are the portion
of the costs of the org-fl.nizn.tion's building-s,
capital improvements to land and building'S,
and equipment which are compnted in ac-
cordance with paragraph 11 of Appendix B to
this part ("Deprecia.tion and use allow-
ances" ),
(2) Interest. In terest, on debt associated

wf th certn.in buildings, equipment, and cap,
it.al improvements are computed in accord-
ance with paragraph 23 of Appendix B to this
part. ("Interest").

(3) Opera.tion and maintenance expenses,
Tile expenses under this beading' are those

PI 230, App. A

LI1Il.l h.t vt- l)(--lOli l nuurrud fo)' 1,lw adnliniHL)'lI
(,j on, 0l){!l'll.ti on. mn: n t,OIUl.lIne. pl'nHOl'V n.t.ion.
n.nd PJ'O\'(W,t,iOII or Lllf\ ol'~·n,nil'.Rt.ion·1-) ph~7f)i(al.l
nl an t. 'I'hev mo luri« CXjWllHflf\ nor'ma.l lv in
"n)')wl 1'01' s\101, 1\,0111Sas: ,1f1.nll,ol'in.1 allf] 111',11-
ltv servlces: J'(~P[til'Hand ol'dinnl'Y or norrna.l
(dtA~l\n,tjIOnH of' hu ilrli ngs. fnl'lliturn and ncjllip
mnn t: (Hl,l'P of g"l'0111Hl!-i: mn.tnt.onnnoe a.nd np-
cI'H.\;lon or hui lrl ing s and otllel' nlau t In.cl l i-
ties: H80urll;y: our-thquake and dlsn.strll' PI"',
pal'~(hHH~S: envn-onmonto.i 8uJel,:\,: h~l.,?a.l\c1nllF.
WEtRtie diRPOsl1l; Pl'OpBl't,~', liability Hind OLilO)

insm-anc« l'oin,tinA' t,n nroncrbv: spll.n(~ n.nd
"n.plt,al leIlRlnr;: fa.olllt·,y pla.nutrn; a.ntl m)),II'
ag-mnont; and, oontl'RI racetvl ng. 1'11n opn::
a\;jol1 n.nrl rna.i n Lorlllllcn !n:pBllHof; l:n t.l:I~·ql·','
nhn.]] n.lao inelnrln It.s "lIoun.hle: RI1)).1'1' 1)(

jl'\n~f' bA1Hlflt, nOHtif;, dHTl1'AOlftl-,irlll n.nrl \HH' !II
Iown.noeu. and 1ntiBl'ORti contn.
(1I Gnnorll,1 n,rirniniHt,l'n.t.ion anrl 11'0norll.I ox-

PIJ11HOS.In.) 'I'h e BXPOIlHOHunder thlR houd int:
n.1'0 thoRe) t;hn,t, have boon Incurred (01' t.h o
ovara.l) r;onorn.l ox eoutlv« and {I,rimlnlst)'fl.I;lvc,
offines or the orrraniv.n.tion and other ex,
penaes of a grm er-a.l nature Which do not. re-
la.t.e so lclv to n.nv major runctton of tlw o rtrn-

ntzn.tion. This ca.tegorv shall 11180 Include it.s
nl lonaule share of Irtnge nenertt costs, opel"
atton and maf nt.enance expense. deprec in.ti on
and USB a.Ilowa.nces. and interest, costs. Ex,
ampl os of this cD.t,egor), inolud« oen trn.l of,
fiOOH, such as l;he dir'ecl.ors offloe, tlw olTlcl('
or Imanoo. uust n eas aervtces. I)\Hlg-f-!t; a.n d
pln.nn lng . personnel, safety and rlllit 111111Jl1[{te·
mont, g encra.l oo unacl , mananemcn t mfrir-
rna.tton systems, and lihl'l1ry coats.
(b) In devotorring thts cost pool, spac ia.l

care should be axerotseo to ensure tha.t nosLs
Inourr'erl for the same purpose in lik e ell',
oumst.auoes are trea.terl oonsistent1y n,~ ai-
ther direct 01' indirect costs. Fur cxarnulo .
sa.lar-les of t,cehuiea,) ataff', project supplies
proieot, uub l ioa.t ion , telephone toll nha,)'g'es.
computer (lasts, t.ra.ve) costs, aurl specin.ltzerl
ser-vices costs s na.l I he t,rea,ted as cllt'eoL coste,
wherever Iclentifiable to a. part.icu lar pro,
gram. The salaries and wages of admtrusr.r«.
tive and pooled clcrical sta,f( should nOI'-
mB,)]Y be tr-eat.ed as indirect. costs. Direet.
cnar-g ing' of these costs mav be. a.ppropr-i a.t.e
where a major project 01' activity exp l ic it.l v
requires and uudg ets for administra.tive or
cler-ioal servioes and other Indivtdua.Is in,
vo1ved can be identified with the program 01'
acttvitv. Items such as office supplies, post,
age, local telephone costa, periodicals a.nd
memberships should normally be treo.Lecl as
indirect costs.
a, Alloce.tl on bases. Actual conditions aha.I)

be taken into account in selecting- tlw haae
to be used in allocating the expenses In ea.ch
grouping to benefiting- Iuncuiona. The essen,
tia1 consideration in scleotmg a method or a.
base is tha.t, it is the one best sutnod for a.s-
sig-ning- the pool of costs to cost objectives in
aocordanoe with benefits derived; a. tl'n.oeable
cause and eff'ect, relationship; or log ic a.nd
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reason. wnert- nei tuer the C[l,US[· nor the ef-
fect of the relations]li]) is tlewl'minable.
WI 10)", IW allocation can be made b~' assign-
ment of It cost. grouping tlirectlr to tlw rune-
tio» lienef'it.erl. the a]]ocation shal) 1)(' made
in that manner. When the expenses in a cost
grouping are more general in nature, tne al-
location shall be made througli the use of a
selected base which produces results that are
equi t.aule to uobh the Federal Government
and the organization. The distribu tdon shall
be made in accordance Wit]) tIle bases de-
scr-Ibed herein unless it can be demonstra.ted
that, tne use of a eliffel'ent base would result
in a more equitable a.lIoca.tf on of the costs,
or that a more reaclilJ' available base would
not increase the costs cnm-ged to sponsored
awards. The results of special cost studies
(such as an engineering utilit,' studv: shall
not be used to determine and alf ocat.e the in-
direot costs to sponsored awards.
(1) Depreciation and use allowances. Depre-

ciation and use allowanoes expenses shall be
allocated in the following manner:
(a) Depreoiation or use allowances on

buildings used exclustvelv in the conduct of
a single function, and on capital improve-
ments and eqllipment used ill such buildings,
shall be assigned to that fnnction.
(b) Depreoiation or use allowances on

buildings used for more than one function,
and on capital improvements and equipment
used in such buildings, shall be allocated to
the individual funotions performed in each
building on the basis of usable square feet of
space, excluding COD1monareas, sucn as hall-
ways, stairwells, and restrooms.
(C) Depl'eoiation or use allowances on

buildings, capital improvements and equip-
ment relateel space (c.o : individual rooms,
and la.bora.tories) used jointl,' b,' more tha11
one function (as determined b,' the users of
the space) shall be brea.ted as follows. The
cost of each join tl~' used unit of space shal)
be allocateel to the benefiting Junctions on
the basis of either the emplo~'ees and other
users on a full-time equivalent (I"TE) basis
or salaries and wages of those iudividual
functions benefiting from the use of that
space; or organizatio])-wide employee I"TEs
or salaries and wages applicable to the bene-
fiting functions of the org[mization.
(ell Depreciation or use allowances 0]) cer-

tam capital improvements to lanel, suoh as
pnvetl parking areas, fences, sidewalkS. and
the like, not inclneled ill the cost of build-
ings, shall be alloca.teel to user categories 0])

a F'TE basis and distributeel to major June-
tiOllE ill Pl'OPOl'tjOll to the salaries and wages
of all employees applioable to the lunctions.
(2) Interest. Interest costs snal l he alro-

ca.Led in t]l€ same manner as the doprecia-
tion 01' use allowanoes OJ) the buildings.
equipment a.nd ca.piLal equipmentE to which
the interest, relates.
(3) Operation and maintenance expenses.

Operation and maintenance expenses shall be

2 CFR Ch. II (1-1-09 Edition)

allocaLed in tlw samt- manner as the dcpr'e-
ctnuion nnu lU:H~ rdlow1tllecE.

(1) General ac1ministratioll ancl general ex-
penses. General acln1inist)'n.tioll and generul
expenses shal l iJ~ alloca t,ed \,0 lJ8nefi ting
Iuncttons based (1) modified t.ot.a.l rln-ect
oosts (MTDO), as descri lietl in subparagraph
D.S.f of this appendix. The expenses inoluded
in this oa.tegor,· could he grouped first a.c-
cording to major functions of the organiza-
tion to whlch they render servioes 01' provide
benefi ts. The aggr-ega.t.e expenses of eaoh
group shall the» be allocated to benefiting
Junctions based on MTDC.
d. Order of distribution, (1) Indirect oost

ca.tegories consisting of cleprecia.tion and use
a.Jlowances, interest. opera.tion and mainte-
nance, and genera] administration and gen-
eral expenses shall be allocated in that. order
to the remaining mdtrect cost eategor-les as
well as to the major runctions of the orgaui-
za.tfon. other cost categories could be allo-
cated in the order determined to be most. ap-
propriate by the organization. When cross a.I-
looation of costs is made as provitted in sub-
paragraph D.S.cl.(21 of this appendix, this
order of allocation does not apply.
(2) Norrne.llv. an indirect cost categol'j' will

be oonsidered closed once it has been allo-
cated to other cost objectdves, and oosts
shall not be subsequen tl;y allocateel to it.
However, R cross allocation of costs between
two or more indirect costs oa.tegories could
be used if SUCll allocation will result in a
more equi table auocat.ion of oosts. If a cross
allocation is used. an appropriate modirica-
tion to the composition of the mdn'ect oost
categories is required,
e. Application of indirect oost ra.te 01'

rates. Exoept where II speoial indireot oost
rate(s) is required in aocordance witl) sub-
paragrapll D,5 of this appendix. the separate
groupings of mtlirect. costs alloca.teel to each
major funotion shn.ll be aggregateel and
treated as a common pool Ior that function.
The oosts in the common pool shall then be
distributed to individual awards inclueleel in
tuat mnctton b)' use of a single indirect cost.
ra.t,e.
f. Distribution basis. Indrrect. costs snnl l be

distributed to applicable sponsored a.wn.rds
and other benefiting aotivities wi trnn . oaoh
major function on the basis of MTDC. MTDC
consists of all salaries and wages, Iri ng e ben-
efi ts. materials antl supplies. services. tl'fl vel,
and suln,rants ann subcontJ'ftCts up to tne
first S2G.OO(Jof eacn suugrn.nt or suboontract
(regarelless of the pel'ioel covered b~' tJle
subgrf,nt 01' subcontract). EquipmenL. oa.piLal
expenc1itnl'e~, chnrg es Jor patient. care, rcnt.al
costs and the portion in excess of S2G,OOO
snal) be excluded Irom MTDC. Pm'ticipant.
support costs shall genernl ly be excluded
from MTDC. Other it.ems may only be ex-
clucled when the l"ec1el'a.1 cost cog-nizant
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nlr(\})(~\' c\flCnl')HlnOH 1,1111,1.ILl) nAclllHion i~ nr«:
(\f;~Ull'y Co a,l,loid n Hnl'inlH-\ innqulLy ill UlC'diH-
t.rlhu t.ro n or lllciil'nol, oontifl,
I~ lu dl virlun.l H.n,l;(' CompolHillCH. An i nd i-

l'I~(~1 nOf-lj, \'H.tO l-{\tn,J} IHcl cioI.Bl'minn<i 1'01' rm.ell
,'4(~lJjLl'n.j,(' indi,'oo\' nost pool d(--lVO]Ol)Bd, 1'11e
)';).\',(\in (-moh GfLHP shal l l)(~ Sl;[l,t,o(] <lJ) t;lHl PUl'-

r:IH11,/I,rrll which t,lw amount. of tlw )lfLJ't<,ieuln,l'
Illdll'or,l, OORi. noo) 18 of' t110 (lIHtl'lhn\'ion IIftH!1
IrI"nl',ll'Iod wlL11 tlln,!. pool. mach Indil'oot "OS I,
"111,0nog'ot'in.tlon 01' dot.9t'mll111,t,ion 1L~t'oomont
Hhn.1I Includ« (jovolopmenl. or I,ho "nJ,e r01'
011.011indll·Bn\. oost. pool Ii" 11'.,11I1Hthe oVBl'1l11
IIHli,·oo\. "OHt. l'n,l;o, '1'110 Il1ril,·ont. (lORt; pno ls
"Iudl I", cll1Rfllfind within 1·.Wo bl'oll.1I CII.\.-
,,~o"I"w ")1'Il.dllt,leR·' find "AdmlnIHt;J·n.tlon."
n.s dORm'IIl!;(1 111 f1nllpl1,I'Il[(l'f1,ph C.:I of thl8 n.p-
1)I\llrlix.
'1. UII'flct n-Ilooat,iol'l mot.hod 11. Som" 1)011-

Pl'orit. o)'g-n.nI7,n,t;lonH t,1'09.1.al l nosts a.s rlil'OCt.
nosl;" except. g-0l1l11'111ILdmlnist,r9.tion and g-81'1-
oml expenses. 'I'heae or!llLnizations g-one)'ally
HOlln.l·n.te their costs Into three basto cat-
oKo)'ie": Uenm'l1,l aomtntstratton and g-eneral
expenses. rundratsuur. and other dn-oct func-
t tons r iuoludinrr projects performed under
F'erleral awards). Joint costs, such as depre-
cia.tton, rentu) costs, operabion and mainte-
n an ce of fa.cilities. telephone expenses. anrl
the like are urora.tad Indtvidua.llv as direct
nORtH t.o each ca.teg orv anrl to each n.warrl or
o th er activity using a base most. appr-oprfa.te
l;r, the par-ttculs.r coat heing nrorat.ed.
u. This method is aceeptn,ble. provided each

ioin t, cost. is prora.ted using- fl base whicl) ac-
ourat.erv measures the henefl ts provided to
o acn award or o ther act,lvlty. The bases must
I,,, eHt,ablished in accordance wi til roasona.bl e
cr: ter ia, and be suunort.ed b:l current. da.ta.
T'h in mot.hod is oompn.ttble with the Stand"
a.rd s of Accounting- and F'Inanoia.l Reporting
for voluntarv Hea.l th and Welfa.re Ot'g arriza-
t ions iSHnerl joint,1y by the Na.tf ona.l Hea.ltih
Conncll. Inc" the Ne.t.lona.l Assembly of Vol"
1l11t.n.ry Hes.Ith a.nd Soeia,1 Welfal'8 Org-ani7,9.-
t.io ns, a.nd the United Wo.y of Amertca..
e. Under this method. indtrect. costs COD-

sist. exclusively of ~eneral a.dmtruatr-a.tnon
a.nd general expenses. In 8.11other respects.
t.he org anize.tf ou's indireot. oost. ra.tes shall
be computecl in the same manner as that, de-
scribed in subparagraph D,2 of this appendix.

5. Special indireot cost. rates. In some in-
stances, a. single indirect cost ra.te for all ac-
tivities of an organtzatton a)' for each major
function of the organization may not be ap-
propriate. since It would not ta.lre into ac-
count those different factors which may sub-
st.antta.llv affect the indirect costs applicable
tc a particular segment or work. For this
purpose. a. par-ttoular segment of work may
be tna.t performed under a single award or it
mas oonsist of worlr under a group of awards
performed in a, common environment. These
factors may include the pnvsica.l location of
t.he work, t,he level of artmtntstractve support
required. the na.ture of the facilities or other

PI. 230, App. A

1'(\S(}\1I'(:(!~\ (!lllplOVnd t.hr- HoiollLiri(', diK(;ipllIWk
01' Lnchnj(mJ sk il l s in volvnrl , Llw OI'l.~tl.lli1.H·

r,ionsJ.i lU'I'Rll[..fmTIr·mLH UHACl, 01' a.nv nomhlllH"

I',ion LllOl'BOf. \\111on n pa.l't!icnlal' ~n~'lllon1 of
wo rlt l~: pOl'fOl'mBd in a.n envlronmnnt. wl: lell
f\,])lJ{]f1.t'~: tn g'01l6P[l,te a Hif..fnlfjoll,nl~ly eli rfnl'nnt
leve l or mdirect. costs, pi-ovf sions sl,onld II('
ma.de for H. Ropa.l'fl"t,e indtrect nOB\. pool a,ppii
oa.blc 1;0 sncl: wOI'I" The separa.tc lliclil'()(li
nost. ]1001 should he developed ellll'lnl~ Lhl'
OOll]lH{-\ of liho J'egll1al' a.llocat.trm Pl'OOBHB, ;l,llC!

i,lw A(Jllltl'n,te Inriire!}t. (JORt, l·at.(J 1"lAlli Ling
th<11'81'1'0111nhou lr! he used. provided II. io du-
t(JI'mlnnd r,hlLt Lh<1 I'o,t,e e1iffol'R slg'nif'i'"l,nl,l:v
fl'0111 t.hn.t. which would have bunn obt.u.i nod
under SI1IJPIiI'n-IP'a.phR D.2. 3. and .J or 1,111";tJl
P01HlIx, n.nd t.ho volume ol' W01'lt t,o W1tH:11 L)ll'

l'nCo would apply iH mn.Lcl'ial,

TIl. Nog-ol;I11.tio)) u.nrl A pprova) or Indir'l(ll, C08t
Rat-es

1. Definitions, As usecl in this section. th c
following terms nave the meanings set. fort.h
below:
a. Cognizant. ag encv means the J1'ederal

agency responsible for negotia.ting- and ap-
proving indireot cost. r-ates for D· non-profit.
org'aniza.t.ion on behalf of a.l l Federn.1 arz en-
cies.
b. Pl'edetel'minocl I'a.t.e means an indirec t.

cost. rn.t.e. a.pp li ca.b!e t.o a speclrled cnrren ; or
fl1t,nl'f~ perjo(l, usus.llv r,IlC! ol'g-a.nizAJ,ion ',t; ris-
cal vear. The rB,{it-i iH iHl...He(lall an Bf~tinHl,tlf~ or
the nOHts to be inourr-ad (\nrin[; tho period A
pl'edetel'milWd r'at.e is not subject 1.0 '''!.illst,·
men t.
c. Fixe,J l'a.tf) means an indireot eORI 1'11,1,,·

which has th(, AD.m" cilal'o,ct,eristics [(8 " PI''''
det.ermtned l'a.t,e. except tha.1; tbo. rllfferenor,
net.ween the esbtma.ted costs and the ac tua:
eosts of the peri orl covered hy the l'a.I.8 is oa.r-
riecl f'orwa.rrl a,s an adjnstment t,o t.he 1'3.t.r,
nnmpu t.n.taon of a. su bsequent. per-iod.
d. FIna) rate means an indirect nm:;l 1';1.t,(~

appltcab le to a. specified past period whi cu Ie,
hased 011 the a.ct.ua.l costs of the period. 1\
final ra.te is not. subject 1.0 adjuatmon t.
e. Provisional 1'9.\,8 or billing ra.t« m ca.ns "

tempora.r), mdtr-eot cost. ra.te appltoa.hle (,0 "

specified period whioh is used for Iund ing. in-
terim reimbursement. and reporting' indirect.
costs on awards pending the establishmen t of
a. final rate for the peri cd.
f. Indireot oost proposal means the docu-

mentation prepared by an organizati all to
SUbstantiate its clatm [01' the reimbursement.
of indirect oosts. This proposal provides the
basis for the review and nagotin.tion lea.d in g'
to the establiShment of an orjranizat.ion '8 in-
direct cost rate.
g. Cost objective men.ns a. nmctton. organi·

zational subdivision, conti-act. g-l·a.n\;. or
other work unit for which cost. da.ta ar« de-
sired and for which provisf on is marle (,0 ao-
cumulate and measure the cost. or processes.
projects. jobs a.nd capitalized projects.
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2. Negotiation anrl approval 01 I'll t.es. a. Un-
less dHlel'ent arrnnrrement-s are agTeec1tc>by
L1H' agencies concer-ned. the Fe<lel'al agency
witll til(' largest rlol lar value 01 awards with
an org·!Ulizatioll will be designated as the
cog nizan t. agenc)" 10J' the negouia tion and ap-
prova.l 01 the indirect cost rn t.es and. where
necessary. o the): rat.as such as fringe benefit
and computer charge-out rates. Once an
ag euov is assigned cognizance Ior EI par-
trcular non-profit orgruuza.tion. the assign-
ment will not he cnangc« unless there if R

major long-term shift. in the dollar volume of
the Federal awards to the organization. All
concerned Federal agenoi es shal l be given
the opportunity to pa.rticipate in the neg o-
tta.tion process but. after R rate has been
agreed upon. it. will be accepted bJ' all Fed-
eral agencies. When a Federal agency has
reason to believe that special operatiug rae-
tor-s affecting its awards necessitate special
indirect cost rates in accordance wi th sub-
pm'agraph D.5 of this appendix, it will, prior
to the time the rates are negotiated. notif~'
the cognizant agencv.
b. A non-profit. organizatioll which has not

previously established an indirect cost rate
with a Federal agency shall submit its ini-
tial indirect. cost proposal trnrnedia.t.ely after
the organization is advised that an award
will be made and, in no event, later than
three months after the effective date of the
award.
c. Organizations that have previously es-

taulisned indirect cost rates must submit a
new indirect cost proposal to the cognizant
agency within six months after tne close of
each fiscal year.
d. A predetermined rate mav be negotiated

for use on awards wnere there is reasonable
assurance, based on past experience a.nclreli-
able projection of the organlsati on's costs,
that the rate is not likelJ' to exceed a rat.e
based 011the organizatiol1's actual costs.
e, Ji'ixed rates rnav be nag ot.ia.ted where

predet.ernnued rates are 110t oonsidered ap-
propriate. A fixed rate. llOwever, shall not be
negotiated if all or a substantial portion of
the org anizn tlon's awards are expected to ex-
pire before the caIT~'-lorward acljustment call
be made: the mil; of Federal and non-Federal
work at the organization is too erratic to
permit an equitable carn'-forward adjust-
ment: 0)' tn« organization's opera.tiuns fluc-
tuate significantly Irom year to vear.
f. Provisional and fina.] rates sha.ll be nego-

tiated where nei tner prcdeterll1il18d nor fixed
ra.t.es are appropriltte.
g. The results of each neg ot.la.tion shall be

fOl'n1a..1j~'JB(1in a wrrt.t.en agTeelnenl. uet.wecn
the cognizant agency mH1 tl18 non-profit. 01'-
gani7,,"tion. The cogni7,anl agencJ" shal l dis-
Lrilm te copies of Lhe agreement to all con-
earned Federal ag anoi es.
h. If" dispute a.rise» ill a negotiation of all

inrurect. cost. rate natween tile cognizant.
ag encv nnrl the non-profit organization, the

2 CFR Ch. II (1-1-09 Edition)

dispute shal) 1)(' resolver! in necordancr- wi Lh
tlH~ a ppea.ls jnooudur'es or tlH:' cogmza n t

agency.
i. To the extent tllat problems are encou n-

terccl among tl'" Federal agencies in oonuec-
tron witl) the negotia.tiOlI ami Hpprov,c] proc-
ess, OMB will lend assistance m required t.o
resolve such problems in a timolv manner.

ApPENDIX B 1'0 PART 230-SELEC'l'ED
ITEMS OF COST

SELECTED lTEMS OF OOST

TABLE OF OONTENTS

1. Advertising and public rcla.ttons costs
2. Advisory councils
3. Alcoholic beverages
~. Audit costs and rera.t.ed services
5. Bad debts
6. BD11dingcosts
7. Oommunication costs
8. Oompensa.tion for personal services
9. Oontingency provisions
10. Defense and prosecu t.ion of criminal and

civil proceedings, claims, appeals and
patent il1frin~ement

11. Depreciation antl use allowances
12. DOl1ations and contrilmtions
13. Emplo~'ee morale. health, anrl welfare

costs
14. Entertail1ment costs
15. Equipment anrl other capit.al expend i-

tures
16. Fines and penalties
17. Fund raising and mvestment manage-

ment costs
lB. Gail1s and losses on depreciable assets
19, Goods 01' services for personal use
20. Housing and personal living expenses
21. Idle facilities and idle capacity
22. Insurance and indemnification
23. Interest
2~, Labor relations costs
25. Lobbying
26, Losses on other sponsored agreements

or contracts
27. Main tonance a.nrl repair coats
2B, Materials and supplies costs
29. Meetings and conferences
30, Memberships. subscriptions. and pro les-

sional activi tJ' costs
31, Ol'gflniza tion costs
32. Page cha.rges in professional journals
33. Participant. support. costs
3~. Patent coats
35, PhtnL ann homeland seouri tv costs
3G. Pre-agreemen L costs
37. Prolessional services coats
3U,Pulrli oa.tton and printing costs
39, H.8al'l'angen18nt. and al\..erntioll eosts
10. Itecoln'crsion costs
11. Itecruiting· costs
12. IteloCf,Lioll costs
13. Renba.l costs of Imildillgs and aqui pm cn t
11. P"o~'alties and other costs for use of pat-

ell ts a1](1oop),righ ts
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lr) :~(\lllrll~ a.tttl runrkot.uu:
-Hi ,l)pn(:jn.li'l,orl 1-\1\1'1,111:(' rill~il1 \')01,

'1'1' 'J'iu.:nll
'lH 'l'Ol'J)lillfd;jo\) n()H\'~ il,ppllr:lI,llll\ 1,(1 H1J()Il'

~101'Ocl lLg')'nfnllf!1l j',H

-HI 'l'I'a,111 i III!. r:()Ht.!-:

:,() '1\1'1l11~~P()1't.fl.Lj()n n():i\'~

:d 'Y'J'II,V 0. I no~;U,
rl~~TJ'\lgLoo~

:\1'1'},:Nlll>: T\ 'J'{I PI\II.'J' 2:W··-;'4J,;Ll,;C'J'Jilll J'l\l,~r\'l~, ()V
CO~T

!':U'Il,f:TillJ!U-; 1 L'nl'onrrh fJ2 or \.hir: n.p)J(\llCl1):
Pl'(j\.Iidn j)l'll)cinio!-l Lo I)(~ 1lpplind III OHI.n.h-
il.'i11jng till' idJown.l)llll;v or nHl'\',n.in I t.nm s 01
I'O!-il. '11hn~('pJ'illclnlm.; npply whnLllnr n no~'\\.j,l;
Ll'flllt.OC] ;u; clil'(lnt fIr Inclll'(wL, Ti'a.illl1'f' I.e) mon-

Linn !I IJlu'Linl.llll,l' u.em or on~t if; not. inl.nndod
\'(J ilnph' 1-,11a\'i t. If) n nn.l lown.hl c: ra.t.hcr, de-
1'(~l'mi1)fl,ti()n n,}~ \'(1 aJ}ow:l,hilit,y in Bfl.eh DtI,BP

silould I'" IlaHoci on 1,11(\trnn.tmcnt. or prtn-
",plo" provlde.(1 ror sl))1lllLr or relal;fl(l Items
or cnst.,
I .~dv,,)'t,lslng ,uul publ10 rela.ttons costs. a"

Til(> t.erm fl.dvertlsin~· costs means the costs
01 f1.(lvertislllg media and coro l larv admi n is-
trn.ttve costs. Advertising media include
magazines, n8WS)10.per8, radio and television,
direct. mail. exhibits, eleotronic 01' computer
trausmf t.ta.Is. and the like.
l.. The t.errr; nuulic reln.ti ons includas corn-

munity l'el[:l,tiol1s a.nd means those act.i vi ttes
d(~dj(HH,nd t,(j muint.amtnr: t,hp imarre of t,11E
uou-pror: t. Ol'f,;';l,lli:'Httion 01' mn.in t.arrung or
m-o mot.tuu undcrsranrtnur a.nrl Ia.vora.ul e I'nl,,-
Lions wtt.h tlH) commumtv or public a.t. la.rge
or iCny scg mon t. or the nubl io.

G, 'I'h« only alt owahln a.dvel'tiRing' oosts are
t,lwfH: whinh ,U'B solely for:
III T'he reoru: trnen t, or personne! I'squired

Ior t.he performance by the non-pi-oft t. o rg a.n i-
?,f).t,iOll of ohlig-ations 11l'isin~ under [I F'eder'a.l
a.wa.rd ISec a.Iso pa,rRR'I'ilpit '11 R,eCl'lli ting-
cost.s a.nrl pHl'~l.g'rn.ph 1.2. H.elo()f1,t,joll nop.ts. 01
t,hlS i1.p)1p.1lrlix I:
121 TlH-: pr-ocmeruen t of g'oods e.nd H81'vineB

for t,l1" porf orma.nce of 'I. Ji'ederal award:
(3, 'I'he d iaposa.l or sor'Ll) 01' surplus 111".t,8-

l'hdR acqui rcd in the perf crmauoe of a Ji'8(1-
el'~.) a.wa.rrl except. when non-profit, 01'g8,ni7,fl.~
r.tens 8.1'8 retrn hurseri ror disposal costs a.t. a
predetermined amount: or
14.) Ot.her specific purposes necessa.rv to

meet, the requirements of the Federal a.warrl.
d. The only allowable public relations coats

are:
(1) Oosts specif'ioal ly required by the Fed-

eral awar-d:
(2) Cost.s of communioat.ing with the publ!c

"'110 press pertaining to specHic aot.ivi t.ies or
accompl ishmeu tu which resul t from perform-
f1,nC8 of Federal a,wal'd~ ({~heHp, eOBt8 are con-
sidered necessary a~ PILI'I, of tho outr'each ef-
rort ror the. Federal award): 01'
(3) Oosts of conduot.ing A'enel'al liaison with

news media a.nd government. public re lat.ions
officers, to the extent, that, such act.lvi ti es
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.u-t: IlllliLnd [,0 1~()ll1ll1ll11icn.Lif)\) nn d Hn.i sou
nnnn!--;sn1',V]{onp i.n« pulllic 11ll"01'1l1ncl on lllil.(.-
Lnl'H of pu hl ic <;011001'11, such 'If-i l1(Jt.j<:n~; 01
Pflclnl'ILI nonj',l'H.nL/g-ra.nl. n.wa.l'cl8. nl)~lll(:in.l
mll.1',1.nl's, RtC.
(~. CostH iclont",if'jRd in f1nhpaJ'rtr,'l'H,pilf-; (~ and II

if ilHJIlJ'l'tHl Ior nl01'E! than OlW JI'edel'a ..1 {l\'.'il.)'d
01' for hoI;}) BPOllHOl'Bd wori: anrl nl~ho)'wor): III

tj}w non-jn-otft Ol'g·fLlli7.fJ.tiol1, D.l'(~rdJovnlll]n t.o
t.n« nxt.ont. I,lm\. t.h e principles in I\ppnllfii): ,\
1.0 t,hiB nur t. PfLl't],gl'Rphfl B. ('tDil'BO\. Cm;\is" I

;l,nd C, ('llndl1'!-wt CostR"J D,I'H OilH01'VB(1.

1', Unn.l lowu.hl e a.dveJ'j;lsinA' and pullll<: ,·,,111
LioliH oORI;8 iricl ntl o I;ll(l followillg':

(J I All llrlvel'tising and pullli() ,·,,111.1.1011,
(~O~;t.H other thn.n flf; speelriod in :-lUhpn.I'H
1~T!I.1111Hn. rl , n.nrl 0:
(2) Cm~tF; of lnAot,inrn;, o0l1V(mLI01H\ (~Oll

vocut.ionu. or 011h81' ovonts J'nln.t,ed l.o ot,InJl
a()t',lvltiBS or tho non-prnf'l t, o1'g-lll1i~n.l,iol1. 11I-
eluding:
(II,) CostR or displaY8, dBmnnst;l'}1,j·,ionH. a.nrl

exhibits:
(b I Costs of meeting rnoms. hospi 1;8.lit..V

sui tes. and other specia.l filC[)it.I es \lsee! in
conjunction with shows and other spH"i",1
even ts: and
(0) S8.19,ri68 and wages or employees en-

g-ag'eu ill settillR up and displu.ving exln btt.s.
ma.lcmn dcmonstra.tlons. and providing- bri ef
inRs:
(~~) COAt,~ of pr-orn ot.iona.l it.orns n.nrl 1110rno·

rn.hi l in., mclu di na mO(\H1H. g-if'tH. (J.nd ~()\l.

vnni rs:
(1) Costs or ".dve1'I',iRill~ and puhlt« )'nln.tiol1f'

dcsir,-ned solely 1',0 nromot.e the nrm-rn'ofl I. OJ''
g-n,ntz[l.tion.
2, ArlvlHory oounons. CORtf.: inol1l'l'()cl h:v a.rl-

V1SOl'y councils 01' cornmttt.ees ~U'f~a,11owa.hlp
as 8 di1'8nt cost, where 8.uthol'ir,8fl by the FHd-
eral a.ward ing auencv O\' as an Indi rect. ""HI,
Whm'E! 8.11008.1118 t.o F'ed era.l awar-ds.

~5. Al coh o l ic bevel'tl~ref). CORtH of fj.lnoholk
lJeve'l'ug-BB a.re una.Ilowahle
'1. Aurlil. costs and relat.ed services. ft. T'Iu:

UCH;tHof n.udl ts l'equil'f:Hl b;v, aurl p81'fOl'111fHi in
acoot-danoe with, the Sinr;lo Audit Act .. 'i.P

imnlernent.ed by Circular fI~133. "Andil.>, of
Sta.t.es, Loeal Governments. and Non-Profit,
Org'a.niza.t ions ' are allowable. Also see 3]
U.s.O. 7505(bl and sectton 230 ("Audit. Costs")
of Ciroula.r A~133.
b. Other aurli t costs a.re allowable if in-

eluded in an indireot cost rate proposal. or if
spectrioo.llv approved by the nward ing ag-en-
0)' as a. direct cost to an awar-d,
c. The cost of ag reed-upon procedur-es en-

g-agements to monitor aubrecipten ts who are.
exempted from A-133 under section 200( d I a.re
allowable, subjeot to the ooudtt.ions jist,ed In
A~133, ssctton 230 (11)(2).
5. Bad debts. Bad debts, inclucllng losses

(whether act.u a.l or estimn.ted) n,risinr,- n-om
nnoo lleot.abl e accounts and other clatma. re-
ln.terl collection costs. and re.ln.(,ed logal
costs. are uual lowable.
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G. Bonding OOSLE. a. Boncling oost.s m-ise
when tne Fedcml Govcl'llmcn! requires as-
surance against finn,neial lOSE 1,0 itself 0]'
others by reason 01 tlw act or delault. of the
non-profit organiza.tion. 'I'liev arise aIso In
instances where t1H:' 110H-)Jl'ofjL orp'arnza.ti on
requires similar assurance. Includecl are su cn
bonds as bid, porJormanoe. paymen t. advance
pavment., infring·ement. and fidelity bonds.
b. Costs of bonding req ui red pursuan t to

the terms of the award are n.Howable.
c. Costs of bonding required b~' the 11011-

profit organization il) the genera) conduct of
its operations are atlowaule to the extent
that such bonding is ill accordance wi tb
sound business pra.ctice and the rates a.nd
premiums are reasonable under the cir-
cumstances.
7. Communication costs. Oosts incurred for

tel epnone services. local and lung distance
telephone calls, telegrams, postage, mes-
senger, clectronie or computer transmittal
'ser-vices and the like are allowable.
8. Oompensation ror personal services. a.

Defillitioll. Compellsatioll for persoual serv-
ices includes all oompellsR-tioD pai d cur-
rently or accrued b:l' tIle orgR-llizatioll for
services of employees roudered durillg the
period of the award (except as otherwise pro-
vided ill subparR-grapll 8.1) of this appendix).
It includes, but is not limited to, salartes,
wages, director's a.nd executive committee
member's fees, incentive awards, fringe bene-
fits, pension plan costs. all owances for off-
site pay, incentive paj', Iooa.tion R-l!owances,
hardship pay, and cost of Iiving differentia.ls.
b. Allowabilit". Exoept as otherwise spe-

cificaJ]~' provided in tllis paragraph, the
costs of SUCllcompensa.tion are allowable to
the extent that:
(1) Total compensa.tion to individual em-

ployees is reasonable for tne services ren-
dered a.nd conforrns to the established pol icy
of the Ol'ganizR-tion consisten tl,' applied to
bo tl: Federal and non-Federal activit.ies: and
(2) Ohal'ges to awards wbether treated as

direct or indirect costs are determined and
support.ed as required in this paragraph.
c. Heasonableness. (1) Wnen the organiza-

tion is pl'eclominantl~' enga.ged in activities
other than those sponsored b,' the Federal
GovernmeJ)L, compensa.tion for employees on
ledemll~'-sponsored 11'01');wi11 be considered
reasonable to the ex t.ent that it is consistent
wit11 tha.t paid lor similar work in the org a-
mzntf on's other ,wtivities.
(21 WIlen the organilmtion ts predomimmtly

ongaged in federall,'-sponsored activities and
in cases where the kind 01 emplo,'eBs re-
qutred Ior tl)e Federal activities are not
ioun« in the organization's other activities,
compensation lor employees on fedcrall,'-
sponsored 1I'0r).;wlll be considered reasonable
\.0 the extent that it is comparable to that
paid Ior similar worl: in the labor maructs in
wlrich the ol'g'aniznt;ion competes for the
k intl of employees involved.

2 CFR Ch. II (1-1-09 Edition)

d. Special eOllsidel'a.tiol1P in deLernlini11g
alloll'niJility. Cel'Lain condtuons require spe-
cial consideration ruul possible limit,ations in
clel,Bl'J11ining costs under Ji'ecltwaJ n.wa.rrls
wner« amounts 0]' types or componsaui on ap-
peal' unreasonaule. Among such conditionE
are the Iol lowing :
(ll Oompensation to mornuers of non-prof'i t

organiza.tiollS. ta-ust.ees. dtrect.ors. associa.ces,
officers, or the immecliate families tllereof.
Del,ermina.tion should be made t.nn.t su ch
compensa.tion is reasonable lor the actual
personal services rendered rather tha,n a d'is-
trtbution of aarnmgs in excess of costs.
(21 Anv cnanxe in an organlzati01l's com-

pensation pol icy resulting ill a snlJsta.ntial
increase in the organization's Ievel of com-
pensation. ]JR-I'ticnlarly when it was concur-
rent witn an increase ill the ratio of Federal
R-WR-rdEto other activities of the organiza-
tion or anv change in tne treatment. of al-
10WR-bilit~'of specific tvpes of compellsatiOll
due to changes in Federal policy.
e. UllR-llowable costs. OOstEwhich are unal-

j owable under other paragraphs of this a.p-
pendix shal l not be al lowable under this
paragrap11 snlelv on the basis that tlley con-
stitute personal eompensatriou.
f. Overtime. extra-pay shift, and multi-

shift premiums. Premiums for overti111e,
extra-pav shifts. and multi-shift worl; are al-
lowabl e only wit11 the prior approval of t.ne
awarding' agencv except:
(1) WIlen nscessarv to cope wi t.h erner-

g'enci es, such as those resulting from a.cci-
dents, natural disasters, breakdowns of
equipment, or OCCR-SiOllalopara.t'ioua.l bottle-
necks of a sporadic nature.
(21 When emplovees are performing indi-

rect functiolls, such as adrmutst.rataon, main-
tenancel 01' accounting.

(31 In tile performR-nce of tests. laboratory
procedures, or other similar operati011s
whicl: are continuous in nature and cannot.
reasonaulv be in terrupted or otnerwtse com-
pleted.

(41 Wilen Jower overa.ll cost. to tile Fedel'R-l
Govel'nment will result.
g. Fringe benefi ts. (ll Fringe benafi ts in

tile form of regular compnnen.ti on paid to
employees cluring peri orls of authorized a.u-
sences [rom tile job, such R-Svacat.ion leave,
sict leave. militan' leave. and tl18 like. are
atlowaule. provider] SUCll coats are absorbed
by all org'anization acuvt ties in proporti on
to the relative amount. of time or offor\. n.ct.u-
all,' devoted t.o each.
(21 Fringe benefits in tl)e form 01 employer

contributions or expenses JOl'social securit,',
ernplovue illsnrance, workmen's C0111pelU:iH-

t.ion insurance, ponaion plan costs (see sub-
pal'agTflpl1 U.l)of this appenrllx I, a.nd \;lw like,
are allowable, provided SUCll henefi t.s are
gJ'Rlll>eclin aceorclance witl) esta.bJisbed writ-
ten organization policies. Snch benefi ts
wnctner tr(Ja.t.ed as iururect coat,s OJ' as clirect
costs, shal) be clistributed to pal'tieula)'
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OlvlB Circulars and Guidance

;1\"'l;lI'd~: Ilnd nl,llol' ll,eLivlt.im, III II lllnlllln}' C011-

.'~I.4t.onlwl t.h t,}w plLLLnl')) or l)(illfJI'IL~: ;In(:l'\lin~r
I.Cl !'IH\ JlldividUH,!g O}' ~n'()Up or OlllpJ()V(-W~

wlIOH(\ IiH,l1l1'im~ 1l.IHj Waf(og II.}'(\ ulJiLI'f_roa.llln too
~llClJ H.wHI·d~; H.•nd ol·,h(~l' aot;ivit;im ..;,

(:l)(H) J'rovtsf nus for a. )'BHOl'V(\ lllHlnl' il Holr~
lllf4t11'il)HlO Pl'o~l'ILm 1'01' unemplovrunnt. n0111-

PllllHIJ,j;i()ll 01' workm-»: OOmpntlH,l,{J\on a.l'n [1,)-

lnwn.blr- j;o lilw oxtout. tha.t, Llll\ provistoris
1'1\])1'0140111. I'fHl..Honn,hlH BHtimo.tflH 01 l-,h(~l lubi l-
It,ioH fo)' fluel) HOlnponHlI.tlol}. ;),nd I;h(', tiV)lB!-'. of
(!OV01'[tg'C. oxl,on1. 0(' OOVBl·l.l~O, n.nd j'n,l;nH jJ,nci
pl'omlumf: would 11ILV<JbAon a.l lown hl« 1111,(1in-
RIl]'!L1HH\ hOlm JHll'chu,H(Hl to covnr I;h('. l'if-lIn;.

f-!oWOV()1'. p1'ovislon" fell' Rolf-infll1l'o() 1;11.\)11-
11,IOS wh lnh do not IH-1(}omo plt:vn,b}(~ fol' morn
t.hn.n one von.r nJlifH' t.hn fll'oviBion iH m a.dn
shn.ll not. ">:C1f1"()I;he pI'AHent, "HIIl<' of 1;1)<'11-
a.ni l! tV.

(I" \\11101'0 an ot'f!ll,nizILti{on Io l l own a (JO))-
:;Istonl. nottcv of expenntnrr acnua.) navmcn ts
1,0, 0\' on hehn.lf of, emploYfloH 01' 101'n1f'1' em-
plo),<",s 101' unemployment, oompenan.t.lon 01'
\V01'j{et'H' oompenaa.nion , auol: navments are
a.ll own.hle in I;he vear: of payment with the
prior D.P))1'OVlLiof the awardtng agency, pro-
vided they 8.1'e a.lrocated to aJI activities of
t.im o1'Raniza,(,; all.
(11 Oosts of insurance on the lives of tl'llst-

""8, offinars. 01' other employees holding po-
"it.ions of stmt rar responsibility a.re a.lIow-
:1.1,1" only to th e ex tent the.1, the insurn.noe
I'opnlsents arld f t.ional cornpenan.ttou. The
nORt,f-; of such inam-a.nce when the org-n,ntz9-
LiOIJ Is named A.8 boneficiary are unal lown.hle.
h. Org a.ntzn.tton-Iurruanod o.ntomonl Ies.

Tim\. poruion of t118 coat oC orzantzn.tl on-Iur-
n iahed n.ut.omobtles tha.t. poln.I-,AS1;0 uersona.l
UHf' by employees (including transpor tn.ttnn
r.o and n-om work) is unallowa.nle 8,S fringe
henefi t. or Indirect costs J'8gB,relless of whctn-
r»: th« cost. Is reported a,S taxable tnoom e t.o
tlw crn plovees. These costs are a.llowa.bl e af.1

d ireot, costs to sponsored a.wartl when nee-
rn-H)llry for t,hr. perforrun.noe or t,he sponsored
11.\'1::1..1'(1 and apuroved by awarding agenci es.
1. Pension plan costs. (1) Coats of the otga-

n izn.tl on l,g pension plan wh ich are incurred in
a.ocot-dance wit.b t])e esta,blisherJ policies of
the orgu.nizn.tton are al Iowable. provided:
lai Such polieies meet, the test of reason-

a.blencas:
(b) The methods of cost a.l loca.t.ion are not

discriminatory;
(e) The cost. assigned to each Iisca) vear' is

determined in accordance with generally ac-
oepted accounting principles (GAAP), as pre-
scribed in Accounting' Principles Boa.rd Opin-
ion No.8 issued by the Amerioan Inatri tu te of
Certified Public Accountants: and
(d) The costs asstgned to n given f'iaca.l vcar

are funded for all plan part ictparrts within
six months after the end of that year. How-
ever, increases to normal and past service
pension costs caused by a. dela.y in funding
the act.uarta.l lia.hilit,y beyond 30 clays af'ter
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I~:H~JIq\UU'l,(~I' of' t.hr- .v(~H,l' lot) whinl\ f~IWll (~(JH\'S

iU'" i\.lmil-fllHhk H,J'{~ una.lIowu.bln.
(~) PellHion plan tenrunn.t.ion msuru.non

))1'B111illJnH pfI.id pursuant, 1-,0 LJl{\, mm}JlnVf\(~
Hntil'nrllonL l ncorne SmJU1'it,y Ae1. (li~n.lki\ I of
l!I7'1 (Pull. L. 98-'106) are a.ll owa.liln. L".t.<>pa.y
mont. (;hat'j:re~ on such preml Un1!; 11\'(: una.l lov.
Jl.,iJlu
(~~) mXciR(~ lill.XeS on fl.CCUl1Htln.tf'.d f un dl nr:

dnrinj(-moiHB a.nd other JlOl1a,ILiof-; lmpnHn(\
\llHJc~l' mnJSA a,}'fI unal lowabl e.

j, Incont.tve oornpousnt.ion. l nceu t.lvn nO})1

j)B1HHI.tilon 1,0 Amp1oYHoR haaerl on nOR I. l'ndu{'-
lilon, or officiC':lnL perfovmn.uoe. Allf{'f.('"(~Bj,i()))

n.wa.rrls. Hfl,rnty n.w ards. or,o. , ll,1'l1 u.llown.hl« \'0

ui« OXli0111. (jhn.{·, Lho overn.ll co mucnun.mon 11,

c1nLnl'minnd 1,0 hp I'HflHOlHl,blo and !-l\lnll (:m\\'~',

~1.1·0. paid 01' lLOoruncl J1Ul'HUf),nti t,(J (1}1 ItP.Tflll,
mont. flnl,BI'Bei ln t.o I}) I[ood falt,l) ))01;1''''''' !.)W

oqrnnizntiol1 and tho ernpl ovees I,oiol''' LlII'
H(})'V100fi W(We l'end(wed, 0)' pursuant. r.o iUl p.1-\-

t:n,iJlislie(1 ulan I'ol lowed by thf1 or~[a})izn.I,;()1I
"0 conststentlv a8 ),,0 Imply, in eCfenl,. nn
agrHement to make such payment.
k , Severanee pay. (1) SeVerR})Oe pav. a.lso

commonly referred to as dismtssa) VI",g-O~, if'
a payment in a.ddt tion to regular sILln,rim; an d
waaes. by orjrantza.ttons to wor-kers wnos«
employment is being- term ina.terl. (JOS!.f; of
severance pay are a.l l owa.ule 01110' to l".IHe 0);-
t,ent, that. in each case, It, if; reqllirod hy
(al La.w
(h) mn)ploycr-An1ploye(~ agToenlHllt.
Ie) ERt,u.bliRhsel policy t,lw,\. ocmsr.i tu t.us. in et-
i,eot. an implied ll.f(rflement. on the o1'L(ll.ni-
zn.tio}) 'R part, 01'

(d) Cn-oumatan oe» of 1.11"par-ti cula» nmplov-
mont.
(2) Cost,s or SBVel'{I,nC8 pa.vrnen ts t'U'P, divided

into two eat,er;ol~ies as Iol lows:
(n.) f\r,tuaJ normal turnover severa,110f' pay-

ments s])n,1I be a.l l oca.tatl t.o a.l l aot.ivtt.ies: or
WhR1'8 the ()rg'8.nizal~ioll prov ides for n I'P'R~!'V~'
for norrna.l sevara.nces. Buell ITlHthod wi 11 In'
accep ta.hle if t.he charze t.o QUITen!. 0))[11'-
atf ons is r-easona.b le in Jig-hI. or pavrnenr.s a.n-
tua.Ilv made for normal sever-ances over 8

rcpt-eseuta.tlv c past perIod. and if atuo u nt.s
ahal'p:e<1 2,1'e n.ll ooa.ted to a.l l ac tfvi t.l es of tlw
org anizn.tton.
(b) Abnormal or mass severance pay is of

sucn a conjectural nature triat, measurement
of costs b"' means of an accrual will not
achieve equity to both parties, Thus, accru-
als for this purpose are not a.l lowanle. How-
ever, the Federal Government recognizes its
obliga.tion to par-ttcipn.te, to the extent of its
fail' share, in any specifie payment, Thus, al-
lowabi li ty will be considered on a. case-hv-
case basis in the event 01' occurrence.
(c) Costs incnrred in certain severance. po.o'

packag es (commonly known as "a go 1clon
pe.rachut.e " payment) which are ill an
amount in excess of the normal sever-ance
po." paid hy the organization to an employee
upon terrnina.t.ion of empl oyrneut a,nc1 a.re
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pa,ic1 to the cmplovee contingent upon h

challg{-~in manngenlent. con tro) over. OJ' OWlJ-
8)'s1111) or, tIl(' orgnnizati0l1'S assets art- unnl-
towable.

Cell SeVBl'[UWl' paynlBnts to foreign nn.tion-
als emploved bv 1.11('organization outside the
Un it.ed SLaLes,t.o the extent tha.t. the amount
exceeds the eust.orn arv 0)' prevailing prac-
tioes Ior thl' org-anizati011 in the Unlt.eu
States are unallowabl e. unless the), are nee-
essary lor the performance of Federal pro-
grarns an« approved by awarding agencies.
(e) Severanoe payments to foreig-n nation-

als ernploverl IJ)' tne org'anization outside the
United States due to the termination of the
foreign national as a result of the closing of.
or eurtaiunent of aotivities IJ;\" the organiza-
tion in that country. are lUlallowable, unless
the;y are neoesaary for the performanoe of
Federal programs and approved b;\' awarding
agencies.
1, Training costs. See paragrapll 49 of this

appendix,
m. Support of salaries and wages,
(1) onnrses to awards for salaries and

wages, whether treated as direot costs or in-
direot costs. will be based on documented
pavrolls approved b,' a responsible offioiaHs)
of the organization, The distribution of sala-
ries and wages to awards must be supported
b)' personnel aotivity reports, as prescribe(l
in subparagraph B.m.(2J of this appendix, e}:-
cept when a substitute syatem has been ap-
proved in writing b;y the coguizant agency.
(See subparagraph E.2 of Appendix A to this
part,)
(2) Reports reDeoting the distri1mtiOll of

aotivity of each empiovee must be main-
tained for all staff members (professionals
and nonpl'oJessionals) whose compensation is
charged, ill whole or in part, directlj' to
awards, In addition, in order to support the
n.lIoca.ti on of indirect oosts. SUCll reports
must also be mutnt.aiucd for other employees
whose wort involves two or more Junotions
or activities if a distribution of their com-
pensation between such functions 01' acttvi-
ties is needed ill the determilmtion of the or-
ganization':; indirect cost. rate(s,1 (c ..'/•• an em-
pl oyee eugug ed part-time in indirect cost, ac-
tivities and pnrt-bi me in a direct runotron i.
Repm'ts maintainecl by non-proli t organiza-
tions to sn-tisfJ' tl1ese requirements must
meet, the following st.andartls:
(a) The reports must reflect. an arter-tne-

Iaot determina,tion of tIle ftOtual a,otivit,' of
each employee. Budget estimates (i.e.. estf-
ma Les determined before the services are
performed) (10 not qualif)' as support for
charges Lo awards.
(bl Each report must aocount for tJll' t.ot.a)

activit;\' for wnich emplo)'ees are com-
pcusat.ed and wnich is required in fulfillment
of their Dbligations to the orga.nization,
(c) The reports must be srgued by the mtli-

vidual employee. 0)' by a respDnsible super-
visory official having first nnud lmowledge

2 CFRCh. II (1-1-09 Edition)

of the activities pertorm ed b,' thr' ernplovee.
t;hal the distrilmtion or aot.ivi ty r-epi-eaun Lo a
reusonable nsbimat.e of t,JH"actual 11'01'1: per-
Io rmed b)' the emplovee dt1l'ing LIIBpori orls
covered by tht' reports,
(tll The reports must be prepared at least,

monthly and must. coincide wi tIl one ormore
pav periods,
(31 Oharges for the s"lal'ies and wages of

nonprofessi01H11 emplo~'ees, ill addi tion to
the support-ins dooumentation clescl'ibBd in
su uparagraphs (l I and (2), must also be sup-
ported nv records in(licating the total num-
ber of nours worked aach day ma in ta iund in
conformance with Depfll·tment of La.bor reg-
ulations implementing the Fail' Lahar
Standards Act (FLSA) (28 CFR part 516). For
this purpose, the term "nonprDfessional em-
plovee' shall IJR.ve the same mean iug as
"l1onexempt emptovee.' .under FLSA.
(4) Sa,laries and wages of emprovees used in

meeting' cost sharing OJ' mat.chiug require-
ments on awards must be supported in the
same manner as salaries and wages claimed
for reimbursement from awarding agenoies,
9, Oontingency provisf ons. Oontributions

to a coutdng encr reserve or anv similar pro-
vision made for events the occurr-ence of
which cannot be foretold witl1 oertaillty as
to time, intensity or with an a.ssuranoe of
their happening, are unallowable, The term
"contillgenoJ' reserve" excludes self-iusur-
a110e reserves (see Appe11dix B to this part,
paragraphs 8.g.(3) and 22.a(2)(d.»); pension
funds (see paragraph 8.1): and reserves for
normal severance pay (see paragraph 8.);,)
10, Defense and pl'osecution of criminal and

ctvi) proceedings, claims, appea ls and )1a.tent
infringement,
a. Definitions, (11oonvrctton. as used n ere-

in, means a judgment 01' a 001lVicti011 of a
cr-Iminal offense bJ' auv court of competent
jurisdiotion, wJletl1er entered upon as a ver-
diot 01' a plea, inoluding a oonviction du e to
a pleu of nolo contendere,
(2) Oosts include, but are not Itm ited to,

actmrmstrattve and clerioal eXJJenses: the
cost, of legal services, wne ther llerformecl by
in-house or private counsel; and the costs of
the services of accountants, consultants, or
others retained by the organizu,ti 011t.o n.saist.
it: coats of employees, oIfiocrs and trustees,
and anv snnunr coste incurrer] 1)cfor8, dur-
ing, and alt.er commencement of B juclicial or
ac1ministl'fl.tive ]lroceedi11g that bears [I di-
rect, relationship to the prooeedings,
(31 Fraud, as usee] horein, means [,etli of

Iraud oonuption or attempts to defral)(l tIle
F'e(lel'aJ Gov61'nn1811t· 0]' to corrupt It.s agent.s,
acts that constitute a cause Ior debal'ment.
0)' snspension (as specif ierl in agoncv regula-
tions), an« acts wnicn vi ol a.t.c the Palse
Claims Act. 31 U,S.C" sect.i cue 3728-3131, or
the Antj-Kictlmcl; Act, 1] 'C.S.C" seotions 5]
U1](1 51.
(11Penn.ltv does not include restitution, re-

nnbursement. OJ' c0111pensaLol'Y darriages.
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1[1, l'I'OI~(HHljlll', iIHI!U([llt; n.u lnv(!l-;{.lf~f\,L1IJJJ

1) (1 J fG>:r:npL an oLh(J)'wiHf! (\oH(:l'ilIOcl IW1'IIJrL

(:(Hil,~~IIWU1'1'(~d III nOll11ont,iOl) wlth fl.11~1 e\'ltnl'

un.l cIvil 01' n.dnl1 11iAC)'H,t,j V(-" Pl'OOI-H~fling r in-
I:JtHlitll; riJin~' of H ralHH eOl'tiriufl.t,io)1) OOl))-
mnllco(1 hV !,lIn ji'odnl'a,j Oovnrnlnent, OJ' II
:-;1,111.0.l<loa.) 01' !ol'oig'l1 govo,'nmenL, iLJ'U HOC
;l.llnwlI,])\(> If t,llf' Pl'()(J(HHlill~;: Roln,t,er-; Lo il vio-
l ntfo n of. or fallu1'[' 1.0 t:omply with, ,I F'ed-
(~1':1.1,qt~n,tjo.lncul 0)' rOl'oig'11 ~t,n.tt1te 01' rorru
lilClon Ily 1;1I" Ol'I,/I,n11.11,1:1011 (il1clndlnrr it~
Il,lront.f) fLnd BmploYBP,sl, and l'OfHllts j1) any or
LIi" I'ollownu; ilIHpO~II:loIW:
(nl In n crl rn inn l Dl'OIll'"dll1p;, 11 o"nvlot,lon
(III In n civil Ol' ltilmlnIHCI'n.I:lv(> Pl'ot:ofldlng-

urv olvl na an Idl"~'II,t.lOI1 of fmud OJ' HltnlllLl'
nusoonduot. n ciOliOl'minll.t;ion or ol'lrn,n1:.'.fl-
I,ifllln') I ia.bi III;y
lei III the. "'tHe or ",nO' nll'lI 01' Itdmllli~t,rlt-

1,11'[' pl'oeeedlllf,', 1:l1n imuout tion or II 111011"-
I,,,,"y pcnn.l tv.
Id I A flnnJ doctston by an appl'oprin.t,e Ji'eel-

[)l'a,1 official to dnila1' 01' suspend t,he, orrrnni-
7..Fl,tiioll , to resotnd or void an awartl, or to tor-
mina.te an award for rlefa.ul t by reason of II

violation or Ial lure to comply witl1 [I. la.w or
I'eg'u lat.ion.
le\ A disposition by consent or nom-

promise, If the action could have i-esul ted in
n.n.v of t,he dispositions dAS01'ihed in subpn.ra-
!':1'n,lllJ' 10,1'1.111(0,1,(b), (01 01' (dl of thiH o.p)lBn-
rl ix .
(2; If more than on« pl'oceE:Hling mvo lvos

til<, sn.me alJeg'ed mtsconrluct.. t,hn costH of a.l l
H\lC)), )Jro()"eciinf:(H shn.ll be una.l lowa.ble If a.nv
011n or t.hem results in one of tlu'-\ rliRpositiol1B
shown in subpal'ftg'ra,ph 10,IUll Of' this appen-
dix.
c If a p1'ooe811inl;' I'eferred t.o in subparn-

1;'1'8,pb 10,1'1 of this a.ppeudlx is commenced 1):'1
t.he Fodera,1 Government anrl is resolved by
«ousenf. 01' compromise pursna ..nt t.O an [l,gl'ee-
ITle11t. B11tAl'cd in tn hV thr. ol'g-n.nl7.f1,t,ion a.nd
"Iw, Ji'e.rlel'a,l Government, then the cost.s in-
""l'l'ed hy the organization in connection
w it.h such proceedings that arEl otherwise. not
allowable nnder subparagr'apn lQ,b of this B,P-
pcnrlix may be allowed to the extent spe cifi-
oal lv provided in such agreement.,

C), If a proceeding referred to in subpara-
gra.pl; 10,]) of this appendix is commenced by
a Sta,te, local 01' foreign government, the au-
thorized Federa.l offioial mB,Y allow the costs
incurred by the organtzanion for such pro-
ceedings, if such authorized off'i cta.I deter-
mines tha.t the costs were incurred as a re-
sult of a, specific term or condition of a, fed-
erally-sponsored award. or speoific written
direotion of an authorized offioial of the
sponaorlng agency,

e, Oosts incurred in oonneotion wi til pro-
oeedings desoribed in subparagr-aph 10,11 of
this a.pperidix. but. which 8,1'8 not, made una.l-
lo wa.b le by tha,t, subparagraph, may be al-
lowed by the F'edera) Government, but, only
to the extent. that:

PL 230, App. B

1 TlI(~ co:--;\,~;a.r« 1'(\lUW1IHld(~ ill I'nln.ilion loll

Ll)(~ lLCt.iviLlOfi l'cHIUil'CHI 1.0 don'! wl tl: t,lll~ pro"
<:m~djng' alld LhH ulJdoJ'IYlllH cn.us« or u.ct.ion ;

(~l) Pn.vmeut. or t.h e OORts inCH1'I'C-HI, a,H a.l low
tI.1J1l1a,nel a.l locn.lil« n(JHt~s.if) not. })l'ohihil.n<l lJ:,\,
anv n\,lJol' prov is iout s) of t,hn spon~(}\"~r1
n.wai-rl:
(:~)Thn nORts fU'P not ot,h(!l'Wl}v~ l'~\c(\vm·f'.c1

from t.llB fi\f-lcl~l'n,l Gover'nmnn t. 01' II t.hi1'rl
part,y, eilihBl' dil'enlily ns n j'EHmlLof thfl. Iwn·
coorlf nrr 01' ot.hsrwtsc: and,

((1J 'I'nn )1Bl'(H-}l) t;a.g-u of COStiH a.I lo werl 110m'
HOL (lXOO(-}(} t.ho pel'oGnttlt[e ciot,Ol'111ino(\ IJY a.n

IClll:ilol'I7.<'c) Ji'odOl'n.1 of'Ficln.l 1,0 he n.pprrrprln.t,o.
conRldel'ing 1;110comploxlI;,. or 1:110JILi~'n,Lioll,
IfBl1Cl'u..l lv /l.OOBptiHcl pT'innlpl~~ gov0,)'ninl~ LIlf'
n.wurrl of l<:llro,) rnofi In nlvl) n.c~Cl()n!-: in voivi n~'.
1:l1e Onll;o(\ FlLn.(;c\A a.s II !lnl'i,y, n,nd Rnnh O\',Iler
fll.I)\,Ol'B itA may bo apPI'O!lI'IICt,e, Snell P"I'I:"111.
:tJ,e Ahall not. exceerl 30 percent; }JOI''''VIl1' II'
an o,f:(l'Clement ren.ohed under Hubp!ll'II,g'I'H,pil
10,(; of this appendix has expllcll:ly (,ol1Hicl-
Bred \;hif; !l0 pei-cen t lnntta.tion and pcrnu t,(,e(\
n higher pe)l'centag-e, then the lull a.mount of
costs resul ti ng' from thai, H.g-I'eemll11t simi J no
allowable,
I. Costs inourred by the orguutza.t.i o n in

oonnection with the defense of suits ill'oun'hl,
by ItB employees 01' ex-employees under HOI:-
tion 2 of the Major Fraud Act, of 19111l(Pub L
100-7001, including- the eost of all relief ""(\~
cssary t.o ma.ke such employee whole, wher(~
r,h" orrrnn tzs.tf on was [oullel lin,ble or ~0.I,t,l"rI
al'(\ uun.l lowa.bl e.

g, Oosts of legal, ucoounttug, a.nrl oonHllil.
ant sBl'viees, and I'elateu coats. inOlll'}'fHl in

conncot.ion wi t11 defense ajra.inst. Ji'eclll1'al
Gover'nrn en t cla.Ims or appea.ls , anutt.rust.
suits. 01' t.ho pr-osecu ttm: of cl a.ims or a.ppe a.ls
aga.lnst. nhe F'edel'nJ Gov81'nnlent. fl,l'f\ nIH'Ll-

Iowable.
h. Oost.s of log a.l , a.coount.ing . am] "onR\llt~

ant. servines . and l'ehl,ted cost.s. iIIGUl'1'I-Hl ill
connecnion w1tll pa.t.ent infring-el11P,nt. liLig'n-
tton, ar e unallowable unless othel'wis" pro
videcl for in tuo sponsored awar-ds.
1. Oosts whtch may he una.l l owa.ul e 1J1l(ifll

this paragraph, Incrudina direot,ly a.ssoctat.e«
costs, shall be seg-roga,t,ee! and acoounr.ect IOJ
by the organtza.t.ton sepa.ra.ne.l y. lJuI'inR the
pendencv of anv proceeding covered hy su b-
paragraphs 10, b arid I' of this appendix, the
F'eder al Government, shall generally with-
hold payment of such coats. However, if in
the best interests of the Federal Govern-
ment, t]le Federal Government may provide
for conditional payment upon provision or
adequate seourity, or other adequa.te assur-
ance, a,11(1agreements by the o rgantza.t.ion to
repav al! una.ltowable costs, plus interest, If'
the oosts are subsequently determined t.o htl
una.Ilowa.ule.
11, Depr-ccin.t.ion and UAe al Iowances. a.

Compensa.tton for the use of bnl1dings, other
capital improvements, and equipment, all
hand mav be mane thr-ough use 8,]Jow8,I1Ce 01'
depreola.t.ion. However, except, as provided in
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paragraph LLf 01 l,lliE appendix, fl r.ornuina-
Lion oj the nwo me t.liods mav not bt- used in
connection wrth !I sing'l,- class of fixed n.ssets
(e.!I .. buildings, office equipment, computer
equipment, etc.i.
b. 'The computation of use allowanee~ 01'

depreciation shall be hased OJ] the acqniei-
ticn east of the assets iJ1\'olvod. 'The aeqnisi-
ti on cost of an asset donatee] (,(1 the nrm-jn'cf-
it. organiza.ti on b,,' a thire] part,,' snal) be its
ian market value at the time of the dona-
tron.
c. 'The oomput.at.i o» of use allowaJlces or

dapi-ema.tdon will exclude:
(J) 'The cost of land:
(2) Any portion of the cost of buildiugs and

equipment borne b,,' or donated b,,' the Fed-
eral Government irrespective of where ti tle
was origtnallv vested or where it presently
resides: and
(3) An;\, por-tion of the cost of buildings and

equipment contributed bi' or for the non-
profit organization in satisfaction of a statu-
tor,,' matching requirement.
d. General cri teria where depreciation

method is followed:
(1) The pel'iod of useful service (useful life)

established ill aach case for usable capital
assets must take into oonaiderataon SUCllrae-
tors as type of construction, nature of the
equipment used, teo11l1010gical developments
in the particular program area, and the re-
newal and replacement policies followed for
the mdrvldua) items 01' classes of assets in-
volved. The method of depreciation used to
assign tne cost of a.1l asset (or gTOU])of as-
sets) to accounting periods shall reDect the
pattern of consumpt.ion of the asset during
its useful life.
(2) In the absence of clear evidenoe indi-

cating tnat t.he expected consumptiDll of the
asset will be sign if'icarrtlv greater DJ'lesser ill
the earl,,' portions of its useful life than in
the later portions, the straight-line method
shall be presumed to be the appropriate
method.
(3) DepreciatiDJl methods once used shall

not be changed unless approved in advance
b~' the oogniza.nl Federal agenc,,'. When the
depreciat-ion method is in trottucetl for appli-
cation to assets previously subject to a use
allowance. tlle oornbination of use allow-
ances and depJ'ecin.tioJ1 applic!l.ble to such as-
sets must not exceed the t.ot.al floquisition
cost of the assets.
e. When the depreciation method is used

for buildings. a 11l1i1ding"sshell mav be seg-
regRted from ench bui lding componenl IC ..u..
plumbing svst.em, heating. and ail' condi-
tioning svsl.em, et.c.: and oaoh item depre-
ciRLeelover its estimated useful life: 0)' the
ontire building (i.e .. the shell and ull cornpo-
nents) mav be trea.tecl as a sing-ll-' asset and
deprecial,ee1 01'81' a aingle useful life.
I. When the depreciation method is useel for

a particular class of assets. no depreciation
may be allowed OJl al]J- such assets that,

2 CFR Ch. II (H-09 Edition)

under subpruagruph l1.el of ~llis nppunrllx.
would be viewed as fully depreciat.cd. How-
ever, a i-easonnule use a l Iowanct mav lJC:' ne-
gotia.l,ec1 1'0], sucn asset.s if WH ..ri-ant.e d a.It.er
LRlong int.« consideration the amount of de-
precin tion previously cllarg-ed 1,(1 the Federal
G-overnmellt, the estimated use lul life re-
muininp a t time of negotiation, tn« eHect of
auv increased l)laintenance charges 01' de-
creased efficienco' due to age. anrl any other
Ia.ctors peruiuent to the utilizn.tion of' the
asset for tne purpose contemplated.
g. Oriteria where the use allowance method

is followed:
(1) 'The use .a.]]owanoe for buildings ann irn-

provement (including Iand improvements,
SUCll as paved parking areas, Iences. and
sidewalks) will be cornpu teel at an annual
rate not exceeding two peroent of aoqutsi tron
cost.
(2)The use allowance fOJ'equipment will be

computed at a-n annual rate not exceeding
six and two-thirds percent of acquisition
cost. When t'ne use allowance method is used
for buildings, the entire building' must be
tn-eated as a single asset: the building's com-
ponents (e.g .. plnmbing system, heanmg' and
air conditioning', etc.) cannot be segregated
n-om the building's shel l.
(3) The two percent limita.tion, however,

neeel not be applied to equipment. wnicn is
rnerelv attached or Iast.ened to the building
but not permanen tly fixed to it and whioh is
usee] as mrnishiugs or decorations or for spe-
cialized purposes (e.g .. dentist cha.irs and
dental treatment units, counters. laborn.tory
bouches bolted to tbe Door, elishwashers,
modular furniture, carpeting, etc.). BUC]l
equipment will be consiuerert as not being
permanen tly fixed to the building' if it can be
removed without the need for costly or ex-
tensive alterations or repairs to the building
or tll8 equipment. Equipment that meets
these cri t.eria will be subject to the 0% per-
cent equipment use a.llowance limito.tion.
11.Oharg es for use allowances or deprecia-

tion must be snpport.erl b~' adaqun.Le property
reoords and physioal mvent.orres must be
takel1 at. least once everv two vears (a st.auis-
tic;al sampling basis is acceptable) to ensure
that assets exist and are usable nnd needed.
When the rlepreci a.ticn metllOd if. followed.
adequate ele]lr8cia.tioJl records inrnca.uing the
amount of depreciation taken oach period
must. also he maintainoc\.
12.Donn.tions and cont,ributions.
a. Contributions or clonations i-ondered.

Contrihut,ions Dr dona.tions. including cash,
jnouertv. nnrl services. marle hi' tlle organi-
zat.ion, regardless of tlw recipient, are una.l-
rowaule.
h. Dona.t.ed sorvi ces received:
(1) Donated or volunteer services may be

Iru-niuhed to an ol'ga.niza.tion by professional
and t.echnlca) personnel , consun.an ts. and
other Bl,illed and unslt iIled In.bor. The value
of these services is not reimbl1l'sahle et tner
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;If ;\ rjil'nnL 01' Indll'o(JL r:o~L I-I()wpv(~l' \.lIe·

\';11\1(' or c1011fti.(HI :-H~I'vin(~1-:nlflS lu' Il~nd 1,(1

1111\(\1. nOH\, B}\o'J'inp: OJ' 1lI1l.\,olJillg l'llquil'lmWllt,p,

I JI 1l.(:nOJ·clll,1I0{~ wit;h t,lln Comrn on H,llln
(:!, 'j'llt' va.lue of' dOl1H,{,od HOJ'vlom.; l1LiJi1,nd III

1.11(' jWl'j'Ol'Inll.non 01' it rlt rnct. cont. activit.v
shull. wl10n ma.t.ortn.) III n.mo un t Iw constd-
"1'(1(1 III I,h(, r1(J{'ol'mlnn,tion of' {",11l' no n-prorit.
()1'p:n,nI7,ILl;inn'H inrli rnot. O()Ht~ or 1'1l,t,p.(Rl [1,11(1,

n (:r:Ol'dlnrrly. Rhn,ll hr~ n,l1oGn,ted [l pr'onor-
!.IO}}(I,I." Xhll,l'" of iLpplioa,lJlc indl}'"o\, [J(lHtX
~vhnll Llw r()llowin~;' O}:iHt:

(ILl 'J'hn lll_ml'n~(ftl,(>. vu.lue or Lhr: :-lOl'viOfH; if{

ll'llLLnl'ild:

(Il) Th(~ HI\l'vl(~Hg n.I·{~Hnppol'(',fld l)V II Hig"ntfl-
':H))\ nll)O\lllj', or Lho Illdll'n<l1. (lOR\'f-; ]l1n\lI'l'f~f1

I)',' Lilt! nnn-proft t. ()1'g-n ..ntzn.tl on; lind

"" '1'1", (limn!. no AI, Itotlvlt)' Ix no\. Ilurx\l~d
Pl'Ill1iU'lIO' i'OI' t.he 11Onof[!. 0( U", Ji'odOl'D,1 00\1-
«rn ment
(~{) In ChOBO il1Htn.nGm~ whore t,hOl'll )1-; 110

Ilf,"l~ i'01' r1ol;fll'mlnlng' t,he 1'0.11'mfl,rlwl. val ue
o I I;ho services rnnrlcrud. I;h" reciptnnt. and
t,iHl nogni7,n.nt, agenoy Rho,l\ lH-'lgO\iin,lin an a,p-
IlI'opl'i",te al locn.tton 0[' indtrect. cos t 1;0 tho
sorvioes.
141 Wher« doua.ted services directly benel'i t

[I project. suppor-ted by an award. the indirect
costs a.Ilocatied t.o the services will be consid-
ered a D part, of the t.o ta.l costs of the
urr.jcct. Such indn-eot. costs mo,y be, rctm-
Inn'sod under the award or used to meet, cost.
sllill'in~ 01' matching requh-em euts.
Ifli T'he value 0[' the dona.t.erl services mn.v

1)(, userl t.o meet cost. sha,ring 01' mn.tcul np re-
qutrnments under oonrl1tions rleRcrilled in
Sreotion 215,23 of 2 CFR. part. 2li, (OMB ClI'-
cula.r iI-110), Where doun.ted services a.re
t,rna,t,od as inrlil'eot costs. indit-ect. cost ru.t.os
win sopara.to the value of the dona.t.irms 80

thD,t. rstrnhursement. will not be made,
c. Donn.ted goods Or space (1i Doua.t.erl

g'()Odf;; i.e., expendn.blo peraonn.l m-npert.v.aup-
)1J ieH, a.nrl dOlHl,t.ed UfW of space m8,Y hr~ tur-
n isherl to a non-profl t orgD,niz3,tion, 'I'ne
v8.1u (",0[' the goods and apa.ce is not re im burs-
",hlr, (,I tnrn: as 8, direct 01' indirect cost,
(2( The va.lu e of the dona.ttons 1113,),be used

[,0 meet, cost. shartng 01' ma.tchtng share re-
qnil'Oll1ents under the oondi tto ns deHcribed in
~ eFH pa.rt, 21[, (OMB Ctrou lar A-l10), Where
rronn.ttons are treated as indirect costs, indi-
rect oost rates will separate the value of the
donatf ons so that reimbursement. wm not be
made,

13, Employee, morale, health, and welrare
costs.
a, The costs of employee informa.tiol1 pub-

licataoris. health or Firat.-a.id clinics and/or
infirmaries, recrea.tiona.I acttvrttes, em-
ployee counseling' 8"I'vloes, a.nd any other ex-
penses incurred in nooorrlanoe wi th the non-
profit org'a,nizatlon '8 established nracttoe or
custom [or the improvement of woi-Irlug con-
ditions, emnlover-emplovee raln.t.i ona. em-
ployee mo ra.le , a.nrl employee perfor'm ance
are allowable,
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u. ,SIl(:)1 <;()s(.:--; Villi Ill' (!(glll,ll.I)lv (I·PPoJ'LioIlOd

i,() ;1,)) ilcLJvj1.im; 1)1' l,hf' nOll-profit oJ'r:;';l,ni7,;'-"l-

Lion. lnoomr: g-oncl'ul,r.d n-om anv or l.hoHn t\,(:-

Livi\,ios will IHJ c}'edit,ed t.o t.h« DOH!. 1,1]1~I'O()f

nllJoH~ ~UGh in co m e hn,r.; hoeu il'I'{WOWl.bIV I-Hd

OVB1' Iso 0111plovoe we ltar« OI'g'n,niY,f1.liinnH

Jtl. mnl,Dl'LainnlonL oost.s. CORt'.1-'. or un t.nr
l,n.innlonC, innluclinrr n.mu snmnn t, divm'Hjoll
and ,~()GifLI D,otiivitieH and n.nv conr.s clil'O(~LI:v
Rm:HJcia,tlld wiCIl such eo~ts (sucl: <tH \"iol{f~tH
\',0 ahows or Sl)Ol'tR evcn ts. moa.ls, locl!tinr~.
l'(,mt~rtlf), tl'ful~ql01'1i!l.tion. a.nrl g-ratnILim;J 11.1'('
unn.nnwn.n!«.

If). Jijqnlpl1101lt, a.nrl nt.hor <:o.pil;rll nXJl(~lldi
t',IlI'Of{

a. POl' PIll'llOHO!-; of Lllh~Hnhpa.l'll~;Tll,ph LIlt'
Io llnwlnt; dofinll;loll" a,)1plv

(]) "Cn,l)it;n.l n~x}l(Hld11',lll'(~H" mnn.ns n;.q>nlldj·
1,111'8" ror I;ho iloqn!sltloll COSI, or ca.pl tal n.s-
Bots leqlllp11'lcnl., Illlllrllllf(S, innd ). 01' r~xjlonrli
1;111'OSto ma.ke improvnmonts t.o on,plt,,,,1 a,8--
"P.t,s tho'!, m a.toria.l lv incren.so theil' va.luc 01'
nHolnl ille l\eqnisHion <lost. men.ns {",I1(\nosl,
of the RSHet inolurling' the cost. to pu!. u. in
place, Acquisition cost. for equipment. lor ex-
ample, means the net invoice price of the
equipment, Includtnn the cost. of any rnod i-
f'ica.ttons. a.tt.a.chmen ts. aocessortes. 0)' a.uxl l-
ial'Y appa.ra.tus neoessarv [,0 111al", II. D8ftilire
1'0), the purpose for which It, is ",,,quil'ed An-
eill",ry oha.rg'es , such as taxes. dutv , pl'ol,",,,
ttvo in transi!. insuran cc. fl'eigh!., all(1 1ll81,'LI-
la.tton ma,,, he inc luded in, 01' excluded n-orn
til" n,oquisit;ion cosr, in accordance wit,1I t.1Hl
non-profit ol'g-ani~n,t;i011IR reg-nla,r a.ooon n ttiu;
pl'f'l,nticeA.
(2) "TIlqnipmcn{;" moans an ar-ticlo of non-

expendn.ul e , tu.ngiblo persono.] propertv hn.v-
ln~ a useful Iifn of 11101'e than one yen,l' n.ncl
an acquisition cost. which equn.ls or eXOH"r!s
the lesser 01' t,he capt ta.liza.t.ion Ieve l Ast,a.l,-
lished bv t,hf' non-profit organiza.ttnn 101' f i-
nan ci a.l Rto,l;emenl, )lUl'POHFlS,01' ,1;011110_

(3) "8peoi"'l purpose equipment.' m ea.ns.
equrpmen t wh icn if.. used only for )'8Hen.reh
medtca.l, sci 811 t,ifi e, or other t,nchnimd 11..0t,jv1-

t.ies. Exa.mpl es of spec ia.l PUl'PORP, AqnipnH,nlt.
include miCrORGOpeS, X-l'RY ma.ch ines. ~nr+
g ica) mstr'ume nt.s, and spectrometers,

(,l) "Gonera,] purpose equipment," rnea.ns
equipment, wrnch is not, limited to r-esear-ch.
medica), scientific or other tecnnical acbivi-
ties, Examples include office equipment. arid
furnishings, modular offiaes, telephone ne t-
wor-ks, informa.tion technology equipment.
and systems, ail' conditioning- equipment. re-
product.inn and printing equipment, and
mot.or vehicles,
b. The following rules of al lowabt litv sna.l)

"'pply to equipment. and ot.her on.pf tal ex-
pendi tures:
(ll Capital oxpondtt.ures for g-eneral pur-

pose eqummen t., buildings, a.nd In,ncl ar'e una.l-
lowaule as elireot charges, except. Where ap-
proved in adva.nce hy t.he awa.rdi ng a.g en cy .

If)}

----~'\
" , _,,' ,_, ,-<" h
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(21Cnpit,al expend: t.UJ'CB 10J' special Plll'POS~
equipment an- al lowuul e as direct COSLE. ])]'0-

viclccI thaI items wi t11 [t unit cost. or ~50()(J OJ'

more nave th~ pr-ior approval of the HWfll'ding
ap encx .
(31 Oapital expcnc1itlll'es for illlprovement~

to land. ImiJcling:i. or equipment. wnf ch mat.e-
riall~- Increase their value or useful life are
unallowable as a direct. cost except wi th the
prior approval of the nwnrdlng agency.
(41 When approved as a dn-ect charge pursu-

ant to paragraph 15,lJ.(1), (2), aJl(1 (31 above,
capital oxpendrtures will be charged in the
period in wnicn the expendi ture is incurred,
or as otherwise determined appropriate b~'
anc1negotiatecl wibh the awarding ag ency.

(51 Equipmeut and other capital expendi-
tures are unallowable as indirect costs. HoW-
ever, see paragraph 11., Depreciation and use
allowance. of this appendix for rules on the
allowabilito' of use allowances or deprecia-
tion on buildings, capital improvemenbs, and
equipment. Also, see paragraph 43., Rental
costs of buildings and equipment, of this ap-
pendix for rules on the al1owabilito' of rental
costs for land, builelings, and equipment.
(6) The unam ortneed portion or ano' equip-

ment written off as a result of a change in
capita1iz,ation levels mas be recovered bo'
continuing to claim the otherwise allowable
use allowances 01' depreciation on the equip-
ment, 01' b)' amor-tiztng the amount to be
written off over a period or years negotiated
witll the cognizant agency.
16. Fines and penalties. Oosts of fines and

penalties resulting from violations of. 01'
failure of the organiza.tton to comply with
Federal, State, and local laws and regula-
tions are unallowable except when incurred
as a result or compliance wi tl: specific provi-
sions of an award or instructions in writing
Irorn the awarding agency.
17. Fund raising ami investment manage-

ment costs. a. Oosts of org antzed fund rais-
ing, including fina.ncial campaigns. endow-
ment drives, soli ci tati on or gifts and be-
quests, and similar expenses incurred solely
to raise capi tal or obtain contributions are
unallowable.
b. Costs of investment counsel and staff

and similar expenses incurred solel)' to en-
hance income Irom investments are unallow-
alile.
c. Fund raising and tnvestmeut activities

shall be allooated an appropriate share or in-
direct. costs under the conditions described
in subparngruph B.3 of Appendix A to this
part.
18. GaillE. and losses Oll depreciable assets.

a. (11 Gains awl losses Oll sale, retiremellt. or
other disposition or depreciable propel·to'
shall be Included ill the year ill which they
occur as oriJclits or charges 1,0 cost group-
ingtsl ill which the dojneciubion applioab1e 1,0
SU011pl'operty was incl urlerl. 'I'he a.moun L or
the gain OJ' loss to be Included as a credi L 01'
charg e 1,0 the approjma.t.e cosl grouping(s)

2 CFR Ch. II (1-1-09 Edition)

shal) be 1,1][,dillBrflnee uouweon thr- amount
reallzecl OD the propert.v and the
undeprecia.t.erl uaais 01 the ]lro]lel't~'.
(21 Gains and losses all the disposition or

deprecrabl e prcpert.v shall not iJe l'eoogni'l,ed
as II separate crerlt t or charge' under the Io l-
lowing conditions:
(nl The gaill 01' loss is processef through a

depreciation account and is reflectecl in tlJe
depreciation allowable under pruag raph 11 01'
this appendix.
(b) The property is given in exchange as

part 01 the purchase price of a similar item
an« the gain or loss is taken in to account in
determining the depreciation cost basis of
the Dew item.
(CIA loss results from the Ia.ilure to main-

tain permissible insurance, except as other-
wise provided in paragraph 22 or this appen-
dix.
(d) Oompensation for the use or the prop-

erto' was provided througn use allowances ill
lieu of depreciation ill accordance wl tl: para-
graph 9 or this appendix.
(el Gains and losses arising from mass or

extraordinaro' sales, retirements, or other
dispositions shall be considered 011a case-by-
case basis.
b. Gains or losses of anv nature arising

from the sale 0)' exchange of property other
than the property covered in subparagraplJ a
shall be excluded in oomputing award costs.
19. Goods 01' services Ior personal use.

costs of goods 01' servi ces Ior personal use of
the organization's employees nre unallow-
able regardless of whether the cost is re-
ported as taxable income to the enlployees.
20. Housing and personal living expenses. a.

Oosts of housing ie.n., depreciation, matnte-
nance, utilities. furnishings, rent, etc.),
housing allowances and personal Iiviug ex-
penses for/of the organiz,ation's officers are
unallowable as fringe benefit. 01' indirect.
costs regardless of wnct'ner the cost is r'e-
porteel as taxable inoome to the employees.
These oosts are allowable as direct costs to
sponsored award wnen necessary for the per-
formance of the sponsored award and ap-
proved b~' awarding agencies.
IJ.Tile term "officers" moludes current. and

past officers and employees.
21. Idle facilities and ielle oapacl tv . a. As

used ill thfs section the following terms nave
tile meanings set Jortl1 below:
(1) "Facili ties" means Ianr] and building's

01' anv portion LllereoL equipl11enc mrliv id-
unl lr 01' ool lecuively , or any other tangible
capita) asset. wherever located. and whether
owned 01' leased by the non-proff t orga.niza-
tion.

(21 "Idle faciliLies" moans oomplet.cl y un-
usecl Iucrlf ti es 1,11at. are excess to tlw 1I0ll-
prorlt organiz,atioll'S current needs,
(3) "Ielle capn.ci tv' means the unused ca-

pacit)' of ]lartiall~' useel Jaoili ties. It is the
difference ue tween: That whicb a Jacilit~'
could achieve under 10(1 percent operating
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Linlf' ou n ()llf"'HhlfC llllHh: j(~S!' (Jl)(~l';lL)llE

111\.(l1'I'Upti01W l'nHIl]tlnl', lrnm i.un« ]()f{1. ('01' l'f~

Illlll'~, Hnl'ltlp~;, llnBltCiHfHnLol'Y IllHI,(!l'iall), and
IlI.!Jnl' uormu) eloln.VR: Il.11cl l,hn nxt.nnt, 1,0 wh inh
1.11(- IU.(:lJlt·,.v W;U~ n.ei;l1fl.lIV tHHlcJ fin m(lot d«-
11l!lllds clUl'inR thp. n,l:counLing' )lOI'jor) A
lllldt,j-~l1if'1. lJaflh; Hllotlld l}(~ lHUH] if II', (~a,ll IJ{~

nh own t.hn.t. thi~ n.mount. of 11:--\1lf.{1' would nor
mnl lv 1H' m:ponl.fHl rOl' t.h« ty}W or fn,(!il1ty tn-
\1f)lvncl
I'i) "Co,,!. 01 lello In.cliil,log 0)' iell" en.pH.nit,,,'

nlllJl,IlH nOHliH Annll /lH mn.fnliOnn,})Oo. I'opn.ll',

lH)lll-{ing', punt" lLnd ol,}lOl' )'c1In,t.nd cOHI~H. «.u.
Illfllll'ILlHW, inLrWHH\i, Pl'Ol)Ol't,y \'.llxm~ n.nr! d(l~
Pl'CH:il\.,t,ion 01' l1HO nl lownnons

I) TllO COR1;f) or id lr: flu!lllt.lm-i ;Ll'{~ u na.l lnw-
:lljl(~ n;{(;op1. t.o Lhn nxl.onL 1,1111,1;'

;'J) 'J'llOY /1.1'(\ l)(IOOHfml'V 1,0 mnnt. rlnnl;ua\'101lH
I)) wrn-k lond: or
(21 i\1i,houlfil HO\' IH,cllHf:n.I·)' 1,0 moot. f'l uc-

r,\1u.tions 111 worlr lon.d. tJhcy wero nonessH,ry
when n.cqnt retl n.nd are now Idle iJHcnnHe 01
llilB.llg'eH in projn-am I'elquil'ement,s, efforts to
nnhirWH mnre aoonomtoa! O})Al'fl,tJions, reorga-
ntzat.i on, r.ermina.tton, 01' other cauaes which
(;emld not nave been reasonably foreseen.
Under the exception stated in this subpara-
<::I'il.ph, oosts of idle facilities are a.l lowable
101' a rea.sona.b le period of time, ordinar ilv
not. tel oxeeed one vcar , depending on thp. l ni-
tin.J.ivp. ta.lten to use, leaae. at' disnose of such
(Anilities
c. The costs of idle on.paoity arr: normal

<~oAtR of dot ng business and are R faet,ol' in
:~hc. normal DuctuD,tiono of usali" 01' indit'eot.
CORi, I'D.I,e8 from period 1,0 pOI·ioe!. S\leh oosts
"I'll a.ll owab le. pr-ovided t,]1O.(.the capn.cl tv is
l'r-!fi.H01l9.hly 8.nticip8,t,p.<1 to he nr~eeSFHl,T'Y or
was orig'inRlly reasonable and io not. subject.
,,0 rerluot.i on or ellmina.tion Ily URe on other
P'eclcnd awards. subletting', renting. 01' sa.le ,
in a.ccortlance with sound nustness, eco-
norn ic, or securttv practices. Wiclespref,cl idle
<:ftp8.eit,y throurrnou t, B,11 8l11.il'e Ia.cil t tv 01'
amoru: a g'l'Ol1P of aSHets havinjr Rtlbstant.irdly
the SH.111e,runct.ton mav be constdered idle ta-
cili ti es.

22. Inarn-arice 3,nd mdemni Ii cntirm. 8" Insur-
anee includes insurance wh ich the org amza-
tion is required to carry, or which is ap-
proved, under the terms of the a.ward and
any other insurance wnich the or-gantza.t.ion
main tarns in oonnection with the general
conduct of its operations. This pa.ragr-auh
does not apply to insurance whioh represents
fringe benefits for employees (see subpara-
graphs B.g and 8.i(2) of this appendix):

(11 Costs of insurance required 01' approved,
and main tamed, nursuant. to the award are
a.llowable ,
(21 Costs of other Insurance mn.iuta.inerl by

the orjran tza.tton in connection with the gen-
eral conduct of its opern.t.i ons are. a,l1owa.ble
subject to the following' limi ta.ttona:
Ia.) Types and extent, of coverage sha.l l be in

accordance wit/h sound husi118SR practice and
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1.11 f' )'(J,Lr!~ ;1.1)(1 Jll'(~m i \1 nw :illa! I Ill' l'nlLNOll{l.\)\<'

lllldnl' t.lu: ni ,'(:\1 IYl !-)l,ll,n (;ClH.

n,) COf;Lr .• tJl()wud 101' IHlSllJOHf) int,(lJ'J'upUolt
01' nLIHll' Hilnijn.)' insurn.neo shn.l] lj(-~linliLnd t,C)

nxol ud« OnVB1'(l,g'n or mauagumen t. l(~{-Hi.
((~J C!(H~t~; or inH111'f1.l1nn 01' or anv P"()vjBl()n~'

1'01' fl l'OHOl'Vt:.' oovorrnrr the )']};\< 01' lfH-:s OJ

cln.lTtfl,p'"P t.o ]!'nclBrn.i p1'opcrt~y al'!' H.llowill) I p

only to tho extent that. thp ortran iY.fl.Lioll i:-;
lin.ul e lor sucb loss or damasrc.
Idl ProvlBions for n I'CS8rve under n. Hoi1'-\1'1-

suru.no« }Jl'Og'l'f1.n1 ll,j'(-l n.llowa.hle t.o I~hf:-'oxLonl

t.nn.t. t,:,{POH or OOVO),llg'C, extent. or (lOVCll'ltl.rO.

l'rd,m'L n.nrl }won"li n ms would hn.v« hnnll ;1,1+

iOWR(\ hflc\ mam-a.noe bonn purchaaerl 1.0 novo)'
t,}w l'l:-\ICl:). HOWAVBl', urovtatou 1'01' k nown or
l'OII.Honn.llly BHtiilnlLtAd Holf~illn\]l'od l in.hil li.io».
whlnh do no t, hnc ome pel)",I)le1 1'01' morn :,II;l.1l
01'" )'(J[t1' lLfj,OI' the pnoviuion iH 1111"\". HIl:LlI
110\. en:"(J,,(1 the ]ll'flsent. value of tho IIO.hilit)'

(0) OOSI;S of manranoe on th e nves or \,I·I]RI.-
oes, offioers, 01' other employees hol d inp po-
st tions of aiml Ia.r responatbi ll tles fl.)'" a.l lo w-
able only \',0 t,118 extent tha,t, tlH' insur-a.nce
represents addi tional compensn.ttou (Hee S\1b-
paragraph B.g(1) of this appendix). The. cost,
of such insm-ance when the org>tnize.l;ioll i8
Identified as the beneficiary is unal lowaule.
(f) Insurance agai nst. defects. Oosts or in-

suranee wi th respect. to anv (JORtJR incurred r.o
nort~ect, clefects in the org-fl,ni7JH.t,)0l1 'H mn.r.«-
ri n.l s 0)' worlcmannlrip are u nn.l lown.hl«
(g') Med ica.l lia.bility tma.lpracta oe : msu r-

ance Medl ca.l l ia.bi Iitv msur-a.nce iF; a.n a.l lo w-
anlo coat of Ji'edGrRI reHca.rch nrorrrn.ms on lv
\·,0 t')l(J n'i~t;ent, tlhn,f", t,he F'fHlel'n.] J~mHHJ,)'nll }Jl'O-
g')'n.111f;involve human slliJ.iects 0)' trnJnil1g' 01
pn,l'ticiTHl,nt~ in rHRH~,rch t,f)ohniqueg, Mp.rliea,]
lia,hilit,,, msur-a.nce aostH shall he tren.l',ed fl.R n
direct cost 1L1Hl aha.ll be assumeo to indi-
vidual projects based on the manner in wn ich
the insurer a.l l o oa.t.es the rtsl: to th e po pn
la.ti on cover-ed by the inaurance.
(3) Acl,Uil,l losses 11'111011cou lrl have I".,,,,,

covered il), permissible msurnnce (tl1l'oup;11
the uurchase of insurance 01' a. selr-Insura.ncc
pl'ogTalnl 3,rn unn.Ilowahle un less expl'e~p,ly
provf derl for ill tl1 c a.wa.rd, except:

(a) Costs incurred beoauae of JOSHes not
covered under norn inal deductible Inaurunoe
coverage provided in keeping with sound
business praotioe are a.Ilowable.
(b) Minor losses not covered by insurance.

such as spo ila.g e. breakage. and disappear-
ance of supplies, which occur in the ortlma.rv
course of opera.tions, are allowable.
h. Indemnifioation includes securing tho

org antzat.ion ag afnat lia.bilities to third per-
sons o,nd RBY other loss 01' damage, not corn-
»cnsa.ted by insur-ance 01' otherwise. 'rho F'ed-
eral Government. is obligat.ed to indemnify
the org an lza.t ion only to the extent expressly
provided in the aw artl.
23. Inter-eat. a. Oosts incurred for inter-est.

all borrowed ca.pt ta.l. temporary use of en-
dowment funds. 01' the use of the non-profit
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org'anizn.tl on'e OWl1 Iunrls. however )'SP-
J'Bsent.ec1,al'v una)lowablf:!. However. int.erest
all elebl inourred art.er SepLembm' 2U, 1!l9[' t.e,
acqu h'e or replace uajrit.a.l assets (including
renovations. aJLerations. equipment. land.
and oa pi tnl assets acquireel tm-ougl: capital
leases). acquired af't.er September 29, lU9" antl
usert in suppor-t. of Federal awards is aHow-
able. provided that:
(ll For facilities ncoutsttions (exclncling

renovations and alterations} costing over S10
million where the Federal Government's re-
imbursement is expected to equal or exceed
40 percent of all assets cost. the non-proff t
organiant.ion prepares. prior to the acqutsi-
tion or replacement of the capital assett s), a
justification that demonstrates the need for
the facilit)' in trie conduct of Iedcralrv-spon-
sored activities. Upon request, the needs jus-
tifi cation must be provided to the Federal
agellc~' with oost oog nizance authority as R

prerequisite to the continued al lowabil itv of
interest on debt and deprecia.tion related to
the facili t~', The needs justification for the
acquisition of a fa.cilit~' should include, at a
minimum, the following:
(a) A statement of purpose and justifica-

tion for fRcility acquisition or replacement.
(b) A statement as to whj' current facili-

ties are not adequate.
(C) A statsment of planned future use of

the facility.
(dl A description of the financing agree-

ment to be arranged for the Iacihtv.
Ie) A summary of tlle building con tract

with estimated cost information and state-
ment of source and use of funds.
(f) A schedule of planned oecupaucv dates.
(2) For facilities costing' over £500,000, the

non-profit organization prepares. prior to the
acquisition or replacement of the Iactlrtv, a
lease/purchase analysis in accordance witll
the provisions of §§ 215.30 through 215.37 of 2
OFR 215 (OMB Oircular A-DO), whi cb shows
that a financed purchase 01' capital lease is
less cosblv to the org amsatdon than other
Jeasing alternatives, on a net present value
basis. Discount rs.t.es used should be equal to
the non-profit org ruuzn.tiun's anticipated in-
terest rates and should be 110higher than the
fail' market rate available to the non-profit.
organization Irorn an unrelated ("arm's
longtll ") tllird-part". The lease/purchase
analvsts shall include a comparison of the
nel present value of the projected total cost
comparisons of both alternatives over the pe·
riorl the asset. is expected to be used b,' the
non-profit organization. The cos I comparl-
sons associateel with purchasing the facility
shu.I) include the estimatecl purchase pi-lee,
anticipaLecl operating and maintenance costs
(including propert,' taxes, if appl icnbl e ) not
included in the debt, financing, les» any esti-
mated asset salvage va.lue at the end of tlle
period defined above. The cost comparison
for a capi Lal Iease shall include the est.i-
mated t.otn) lease pavments, anv estimated

2 CFRCh. II (H-09 Edition)

hru'ga.m purcliase option, O}Jel'HLing and
mam tenance coats. and t.axes not incl udetl ill
t)H~ c:a.piLal leasillf~ ru-rangcment. lass any es-
tinmtee] Greditf. due under the lease a.t the
end of the period cleillled above. Projected
Dperating lease coats shall be based on the
anticipated cost of leRsing oompa.rabl e facili-
tres at fail' market rates under rental agree·
ments that wou ld be renewed or reestab-
lished over the periorl defined above, and an,'
expected maintenance costs and allowable
property taxes to be borne b,' the non-prolf t
org an.iaa.tion elirectl,' or as part of the lease
arrangement.
(3) 'I'he actual interest cost claimed is

predtcated upon interest rates that are 110
nig'her than the fail' market ra.te available to
the rron-ju-off t organization irorn an unre-
lated ("ar111's length" I thinl party.

(4) Investment earniugs. including interest
income, on bond or loan principal. pending
payment of the construotion 01' acquisit.ion
costs, are used to offset allowahle interest
cost. Arbitrage earnings reportable to the In-
ternal Revenue Servioe are not required to
be offset against allowable interest costs.

(5) Reimbursements are limi ted to the
least oostlv alterne.tive based 01) tne total
cost analvsis required under subparagrapn
23,b. of this appendix, For example, if an op-
era.ting lease is determineel to be less costly
tnan purcnaslng through debt. financing,
then reimbursement is limited to tlle
amount determineel if leasing hac! been used.
In all cases where a lease/purchase analysis
is performed, Feder-al reimbursement. shall
be based upon the least expensive alter-
native.

(6) Non-profit organizations are a.lso sub-
ject. to tlle following conditions:
(a) Interest OJldebt incurred to finance or

refinance assets acquired before or i-sac-
qurretl after September 29, 199G, is not allow-
able.
(b) Interest. attributable to fully depre-

ciated assets is unallowable.
(CI For debt. arrangements over £J million.

unless the non-ju-oli t. orgamzn.tiun makes an
initial equit,y contribution to the asset. pur-
chase of 2:1 percent or more, non-pro lit. org a-
mzatrons shall reduce claims for interest ex-
pense by an amount equa) to im)JuLecl inter-
est earnings on excess cash Dow. which is t.o
be ca.lculabed as follows. Annuallv. non-prof-
it. organizations shall prepare a eumula.tiv e
(from the inoeptl on of the project I report. of
moutulv cash Il ows tlml inclucles mnows and
outflows, regardless of the lumling source.
Inflows consist of depI'ecia.tioJl expense, am-
oJ'tiza.tion of capitalized const,ruction inter-
est, anrl annual in Lerest expense. For cash
flo\\' calculations. the annual ninow figures
sn al 1 be dl vitlerl b,' the number of months ill
the vcar (usual lv 12I tna.t tne ]lllilc\ing if; ill
service lor monthly amounts. Outfl ows con-
sist of ini tial euu: t.y con trilm Lions, debl·
principal paymen ts (less tne pro ra.t.a shar-e
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1l,I.Ll'ill\ll,nlll(~ t.o I,\)n unu.ll own.til« OOHt.s o!
llllHli n.ncl int.Ol'OH\. pflYlllonl,H Wh01'(1 (~tlnl\l'

laUv(' IllrlOWH oxnoocl cumu ln.nivo OUl,flOWH,
IllLnl'fH41 HIlI\,l] h« cn.lou ln.l.etl on t,hn ~!XOHHH

Illrlow,l; 10,. t.hn.t. pm'locl n.,nd hn Jil'on,Cnrl a!-: II ]'0-

dlln1.lo11 \-,0 u.l l owa.hle Int,oreFtL cxpanae. 'The
1';1,1,(' of inLOregl-, no ~)P mmd f.n oompu t« earn-
lng',l', Oll oxneHP, cnah flowf-l !-lilA,1) bn tho thl'ne
month rrJ'BflRU1'j! B1I1 nloBln~r "u,tiP. Il,g or thA
illH\' Il\1HinORR riDY or i,hIL\' month.
Ill) HlliJflto.nl,ioJ re locn.tl on of [(J(if)rally-

Hllf)nHOrrHI II.M,lvlt,leo Irnrn II fa"i1 II,"' Ilna.noed
I,), lIHlo),I,odnofls, tho "OR\' oC wh ich \V!LA rund-
I'd In wn o!n 01' pILI'I, l,hl'OUllh P"riol'al i-otrn-
blll'H0l1'l(111tH, LIl fl,nothol' frwillty prlol' to I;ho
nxpil'ILt,jOll or a. nm-l otl or 20 vnn.rs roqnil'oR 110-
I.i<:!! 1.0 Lhn Jl'odol'n,J ooim tznu t arrcncy, Thn m:~
I,on!. of U", 1'<>looo,I;lon, [,hn amount. of' I,h"
[<'r;dm',LI p!!I'I;icipfLt,lon In [,hn fino,tlelnr:;, iLnel
~h" doprnotn.tl ou ILIHIIntr;}'(JHL ohttl'g"ld 1,0 d!lte
mav 1'0qnl1'0 11(3g-otl0,tlon and/or downwa.rr)
".djllfll;motl tR or l'oplo.oem0nl. HPiWH ch!lrg'"r] to
Pr;rio)'(L1 PI'0f(I'",m8 In the fu ture.
lei T'h« a.l l own.hle COAt,s 1,0 0.oquil'8 fa,cillties

:uHi equipment are ltrn l terl t.o n fa,l)' mB,)'ltet.
value available to the non-m-ont ortran iza-
tion n-om an unr'ala.t.erl ("al'm's length")
[,hlrcl partv.
li. Por non-profit, org-anizo,tionA snilject to

"full oovera.g e " under the COAt Accountinr:;
:-i1;fLndards (CAS) as defined at 18 CFR
!lf1O:1.201, the in terest. alIowabi ll tv provisions
of Huhpn,rag-rapl1 3 do not. a.pply, instead,
[,I1Gs" org antze.ttous' sponsored am-coment.s
arc subject to CAS 111 (40 CPR. 9fJ03,111), cost
of money as an element of the cost. of In.of li-
tl es ou.pl ta.I. a.nd OAS 0\17 (41) OFF. 9fJ03A17),
cost, of money a,p,an element, of tlie cost. of
capi ts.l assets under construcnion.
c. T'he [allowing riefinitlons are to he. used

f01' PU!,]'OS8S of this ps.rag'ra.ph :
(1, Re-3,cquirecl assets means assets held hy

the nnn-prof'i t, organization prior to Sep-
tornber 29, 199D that have al':8.in come to be
held hy tbe ot-gantza.tion. whe th er' throu!(h
repurchaae or refinancing, It. does not in-
clude assetF, aoqutrod to rcpln.ce older assets,
(2) Initial equity eontrlhutlon means the

amount or value of oontributions made by
n on-m-ortt. o nrantza.tious for the acquiai tiou
of the asset. or prior to occupancy or Iaci li-
ties.

(3) Asset costs means the capitalizable
costs of an asset, including oonstruction
costs, acquisition costs, and other such costs
capltahzed in accordance with GAAP,
24, Labor relations costs, Oosts incurred in

matn tatn ing sa.ttstaotorv relations between
the organiza.tl on and Its employees, in olurl-
ing costs of la.bor management. comrrut.tees.
employee pub l l ca.t iona, and other relat,ed ac-
tivities are al lowable.
25, Lobbying, a, Not,withstanding other

provisi ons of this appendix, costs associated
with the following acttvi ttes are una.ll ow-
able:
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(1) /\1".t.Olllpk, 1.0 InflllnlWP t.hr: otlt,nnl11ef.; of
Il,n~r Jl'Bdol'a.l. ,~l,[l.I-,Q. 0)' l ocn.l oJ(H~1;ion, l'nf-
OI'I}JHlnn1, 1I1it;iH,t~jV(-!, 01' 8imlln.1' pJ'o(~oc1\1r(~.
t,hl'()UgoJI in lcind 01' (msh oont,rillllt.iong, on-
r101'Hol11(JnLs,publici I;:\" 0)' sl nu la:: lI.otivit.y:
(2) reHl',n,hllshing, admin ist.cr injr. eontl'i1)

l.ltilng \',0.01' pn.yillg the nX11fnmoB or n polil
ica.l pn,l'\",y, en,n1r)[l,ign, pnl iI;iord n.ct.ion f;orn
mlt(ifH1, OJ' o{-;hcw ortrnntzat.l on 814t.n,hliHlwd I'm"
th" pUI')JOHn of influencing- t,he ou tcomes nf'
eleol,lollH;
(3) Any 0,1;I,ol11pl. t.o lnfluenoe: T'he Inl;I'o(}ll<

I,loll of Po(\ol',d or SI,ILI;e laR·iHIIl.tion: 01' I.I){'
nnnotmont. 01' l1IorlifiC!Ltlon of any ucurluu;
\Corleral 01' Hl;o,I',() log·lgin.I;lon l;hl'oUg'h oornmu-
ninn.t,ion w1th n.nv m omber 01' omploVI-'.(' oj
th{-I COl)g')'HSf) 0)' 8ttlttn log-iRln,t,nl'p, <1no\\1dilH'.
ef'Ior ts t.o tuf'lunuoo m,ILt," 0)' loco.1 offiei,,!>: 1.<>

ong-allo in ~iml1iLl' lobbying activity), 01' wit.l:
any Oovernmen t. off'i cin.l or amploveo In n(lIl'
noot.ion with It doctaion to sign or vol',o 011'

rulled leg-ialo,tion:
(1) Any n,ttem]lt. to tnuuenoo: The mm-odu«-

tirm or Pederal OJ' St,n,t,e leg-iRln,t,ion: 01' I,he
enactment 01' mocl\ficn.tloll of any peudi njr
Pedera,1 or 81;at,(; 18!(islation by menaruur.
distributing' 01' using publicity or pro pn-
ganda. 01' by ut'g-ing members of tho R·ener".1
public or anv R(;g-meJ1t. ther-eof t,o oontrlhu I,e
to or pILl'ticipate in anO' mass dOl11o)ull;l'al;\oll,
march, rally, ftllHil'ajging- drive, lobbying'
oampatrrn 01' Intt.0.:l' wl'H,ing or t.Hlcpho)1(\ earn
paurn: 0)'

(5) J.J8g'isla,tive liaison act.lvf t.Ies. includi ru:
[l,et,sndanne ar. leg'lsin,t;ivB RHSHionH 01' oo m-
nljt,1',8B hmu'ing'H, ga.thering' mrormo.ttou J'f\~

g-arrllng leg-isln,tion, and 3,nH.lyzing I;ho effenl.
of legisla!;ion, when such O.cti,rities are car-
rierl on in AUPP01't, of 01' In knowing PI'Bll'U'H"
tion for an effort, t.o engag-e In una.l lowa.o!e
lobhying.
b. 'I'he following' a,etl"i!;les are eX081'l;BCi

from the cover-ag e of Rllhp[Lrflg-rapl, 25,H of
thi, append ix:
i1) Providi.ug a teclmtce.i and Iact.ua.l we,-

snt.a.tton of m ror-ma.tton on a topic directly
rclat.ed to the. performance of a grant, co n-
tract 01' other a.g reernent through 11Oal'ing-
test,imony, stn,t,ements 01' letters to the Con-
gress 01' 3 State leg ialn.tur-e. or subdivision,
member: or oormtzunt. s taff member thereof.
in response to a. documented request, (includ-
ing a Congressional Record notice requesting
testimony 01' sta.tements for the record a.t a
regularly scheduled hearing) made hy the re-
cipient memher, Ieg iala.tive body or subdivi-
sion, 01' a cognizant staff member thereof;
provided such tnrormanton is readily onta.tn-
able and can he readily put in del ivera.ul e
form: and furth er provided tha,t costs under
this section for tr-avel. lodgmg or mca.ls "'I'"
unal lowa.ble unless incur-red to offer [,esl;l"
monv at a reg-ularly scheduled Congressiol19.1
hear-mg pursuant to a. written request for
such presentation made by the Chairman 01'
Ranking Minority Member of the Comrn itt.ee
or Subcommittee conducttru; such hearing',

Hi5
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(2) A1Jo'lobbying made unallowable by sun-
pfLl'ngTRpll 25.fL.(3) of tJlir nppendix L(1 influ-
ence Statl' legislation in order to directly re-
duce the cost, OJ' t,e, a.voirl ma.t.erial impair-
menlo of the Ol'ganiza tiou'a authorito' to per-
form the grant. contract. 01' other agree-
menL.
(3) Anv activity speclff cal lv authorized bo'

stat.u t.e to be undertfLken wi th Iunds from
tne grant. con tract , 01' other agreement.
c. (1) When an organization seeks reim-

bursement for indirect costs, total 10blWing
costs shall be separately identified in the in-
direct cost rate proposal. and tnerea.iter
treated as other unallowable activity costs
in accordance with the procedures of sub-
paragraph B.3 of Appendix A to this part.
(2) Organizn,tions snal) submit, as part of

tlie annual indirect cost rate proposal, a cer-
tification that the requirements and stand-
ards of this pa.ragrapll nave been complied
with.
(3) Organizations shan maintain adequate

records to demonstrate that the determina-
tion of costs as being a))owable 01' unallow-
able pursuant to paragraph 25 complies wltl:
the requirements of tlns Appendix,
(4) Time logs. ca.]endars, or similar records

shall 110t be required to be created for pur-
poses of complying wi tIl this paragraph dur-
ing any part.lcular calendar montn when: the
employee engages ill lobbo'ing (as defined in
subparagraphs 25.8.. and b. of tms appendix)
25 percent 01' less of the employee's com-
pensated hours of employment during that
calendar month, and wi thin the preceding
five-year period, the organization has not
ma.tertallv misstated allowable 01' unallow-
able costs of any nature, including legisla-
tive lobbying costs. When the conditions de-
soi-lbed in this subparag raph are met. organi-
zations are not required to ast.abl ish records
to support the a)]owability of claimed costs
in addition to records arrendv required or
maintained. Also, when tne conditions de-
scribed in this subparagraph are met. the all-
sence of time logs. calendars, 01' similar
records will not. serve as II basis for dis-
allowing costs b)' oon t.esbin]; estimate}; of
Iobbving' time spent bo' amplovece during n
calendar month.
(5) AgeJlCies shall establisl) procedurns for

resolving ill nrlvrmce , in consultation with
OMB, anJ· significant. questions 01' disagree-
men ts concerning the rn terpre tn tion 01' ap-
plioatdcn of parug raph 25. AnJ' such advance
resulu tiun shall be binding in anv subsequent.
settlements, audits 01' investigations witll
respect to that. grant. or contract Ior pur-
poses of interpret,a.tiOll of tllis Appeudix: pro-
vided, nowever. thn.t. this shall not be con-
strue« to prevcnt. H oon tr-act.or or grnritee
from contesting the lawfulness of such II de-
termination.
d. Executive lobbying oosts. Oost.s mcurred

in at.t.cmptint; to irnproperlv influence ei tner
directly or inelirectl;l', n.n employee or officer

2 CFR Ch. II (H-09 Edition)

01 the ExecutiVe' Branch 01 thl' Federal GOI'-
ernment tCJ givf:' oonsirlera.tion 01' tIC! act )'e-
gardjng E\ s])onsored ag ruemen t or a regu-
latory ma t.t.er arc unallowable. 1l1l111'Opel'in-
fluence meant: anr Influence that induces or
tends t.o induce a :r'edel'lll employee or om cer
to give consieterauton 01' to act regareling fI
lederlLll)'-sponsored agruement 01' regulatory
matter 011anv basts other than the merits 01
the mntter.
26. Losses on ot.her sponsored agreemel1ts

or contracts. Any excess of costs over in-
come on anv award is unallowable as a cost.
of ano' other award. This includes, but is 110t
limited to, the orgamaa.tton's oontributed
portion ll)' reason of cost sharing agreements
or any under-recoveries tnrough neg·otia.tion
of lump sums for, or ceilings on, indirect
costs.
27. Maintenance and repair costs. Costs in-

ourred for necessarv maintenance, repair, OJ'
upkeep of buildings and equipment (includ-
ing Federal proper-ty unless otherwise pro-
vided for) which nertner add to the perma-
nent value of the propert)' nor appreciably
prolong its intend eel life, but keep it in an ef-
ficient operating condition, are allowable.
Oosts incurred for improvements wmcl: add
to the permanent value of the lmildings and
equipment or appreciably prolong their in-
tended life sna.ll be trea.ted as capital ex-
pendi tures (see paragraph 15 of this appen-
dix).

2B. Materials and supplies costs. a. Costs
incurred for materials, supplies, and fab-
ricated parts necessary to carry out a Fed-
eral award are allowable.
b. Purchased materials and supplies sha.Il

be charged at their actual prices. net of ap-
plicable credits. Witlldrawn,ls from general
stores or stockrooms should be charged at
their actual net cost under ano' raoogn ized
method of pricing mventorv withdrawals,
consisten tl)' applied. Incoming transpor-
tn.tion charges arc a proper part. of ma.terials
and supplies costs.
c. Only materials and supplies actually

used Ior the parform ance of 8 FecleJ'al award
mao' be charged ali direct costs.
<1.Where federally-elonaLed OJ' lurnished

mn.teriuls are used ill performing the Fec1eral
award, SUCllmaterials will be used without
onarg e.

2D. Meetings and confcrences. Costs of
meetings anrl conferenoes. thl' pi-imarv pur-
pose of wnf ch is the dissemilmLi OJl nf- t.ecn-
nica) information, are arlowaule. ']'his in-
orunes costs of meals, transportation. rental
of fa.cilitics. spea.k crs fees. and otuer Hems
incielental to such meetings or conferences.
But see paragraphs 11., Entertainmellt. coats.
and 33., Participan t support costs of tllis ap-
penclix.
30. Memberships, subscriptions, and pro tes-

sioual acti vi t~' costs. a. Cost.s of the non-
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pl'One (}1'f~·H,nil',:t.Lj(jll'S n](11111J(\1'~~lJiJl III II\lHl-

Ill~H~; 1./I{lllninn,j. u.nr! pl'()r(\H~;i()nltl (In.:'!l.lliy,;I-

Lil)ll~: ILI'(~ n l l owu.ble
11 (~op.l;s of 1;11n IHmMl1l'ofi L nl'!!ltnii',n.t,ion i~

~\UllfH!J'ipLinns to bUHillflH8, Pl'OfCRRionn.l, a.nrl
1.('(;hniofl.J pOl'iodic:n.lH n,I'e rtllowa,b!n

C(HI\iii of n10n1bOl'H1l1p in a nv ci vic OJ'

(~(ll1Im\lnll;:v ol'[.fH,n1?Al.t.ioll a.rr- a.llowa.hl« with
prior n.nprova! hy F'(\d{~l'it) oO~fni7.n.nl.ltg-one:\,.

d Cm;\'h of tnp.1111H-ll'RhilJ ill a.nv oonnt-,l'Y eIuh
OJ' ,<mojll..} OJ' d I n l ng elnll 01' (Jl'~'ani7IFLj;iol1are
nnn.llowa.hle.

31 CJ1'lfftni7.n,l,ioll (){)~I;~ ill x pOll rl I tUI'(," , Much
lU: iuoorporn.tf on f'HOH, 1Jl'Oltot'f-.j' fO!Hi, fSOH tin

pl'omOLol'H, Ol'A"fLlli7.01'R 01' mn,n1l.v,ornAnt non-
sult.n.n t». n.li!,OI'llBVH, n,(~OO\1n\~flllt;H, 01' 11lVf"'~t-
1111111t. fHHlllHniol'H, whntihol' 01' not. omploVHAf1
III 1;110Ol'I(ftI11zn,(;!on, In oonnoClI;lon wltl) (JR-

tILl>1Is 11mon I, 01' 1'(JOI'1f1tI117,n,I;lol101' 1lJ1 OI'p,'llnl-
7.IlUOl1, a.),R n nn.l l own.hln HXOf~pC witil\ prior n,p-

prova.) or the n.\l.,'al'cling· ll"f:;oney,
:12, Pa,g'o chftl'g'es In p1'ofossiol1rLi ,Iournul s.

i'Il,l<o Ghal'geR for proressional journn.l publ i-
(~fL1,lon:-; H,rc~a.l lown.hle RH 8 nAOORRH.l'Y rmrfj of
researoh costs. where:
it, The. I'eseo,rch papers I'aport. work sup-

po\'t,eci by the FedeJ'1L1 Governmen t: and
il, The oharg es are levied impartially on all

l'f"SP'fl,I'Clh papers publ inhed by the journal,
whether or not, by federally-sponsored au-
tlro rs.

:-::1. P{l,rticipn,nt support. OOHtS. Pa.rtnoipant
,mppor(, nostH ar-c rlil'AGt. oosts 101' It.erns such
a.s i-\tiipBnciH 01' subststeuoe u.llowances. trn.ve l
a.llowa.ncea. and l'eg-iAtl'ation [ReR paid t.o 0)'
Oll 1",IIILli of part.tcipants or trn,llmeR (but not,
employees) in connect.ton 1'.'11.11 meetinf(s,
conrerences, svm poaiu., 01' tl'fLining proieots.
Thm", costs. a.re a.l lowab le II'It1l the prior n,jI-
nrovn.l of tlHI a.wa.rrltna H,gency,

3'1. Patent costs, 8" 'I'h.e following cost.s re-
1R.I;ing to pat.ent. a.nrl copvrirrht. ma.tt.er« 8,]'8

II. Ilown.hle: cost. of pr-cpa.rina dtaclosurea. re-
p01'tS. and other doouments reqllil'ecl by (,he
PfJdel'[d a.wa.rd a.nd or seur-ching I,he art to
tho extent. necessarv to ma.ke such discro-
surns: cost or prepo.i-tng dooumen t.s and a.nv
other pa.tent. cost.s in connection with the fi1-
IrJI( anrl pr-osccut icn of a. United Ht,a,te8 pa.t-
q11t) a.ppl ica.t'i on where tit,le or 1'oya,lty-frBp. If-
cense is requl r ed by the Peelera,1 Govel'nment,
to be conveyed to the Federal Government;
and general counseling services relating to
patent and copyright matters. such as advice
on patent and copyright laws. i-egu la.ttona,
clauses, and employee agreements (but see
paragraphs 37" Professional services costs,
and 41" Royalties and other costs for use of
patents and copyrights, of this a.ppendixj.
b. The following costs rela.ted to patent

and oopvr-ig h t matter are unn.Ilowable:
(1) Cost, of preparing dtsclosuree, reports,

3,11(1other documents and of snarcning the
art to the extent necessary to make disclo-
sures not required by the award.

(2) Costs in connection with filing arid
prosecuting any foreign pa.tent appl ica.td on ,

PI. 230, App. B

01' ;lllY lJlll1.n<l ~L(J.t.nf> IJfI.I.Oll\. il.])pii(:[I\.101)

whnJ'(J 1;hn 1,'(!(\r;)'H .. J awa.rrl r/()(1R not. I'HQlli1'C'

n()nv(~vjn~r ti t.lo 0)' a. rovat tv-Ii-ee linOllHI' \'0

til!! F'nrlm-a.l Gnvcr-n mrm t. (hu t. sen pruatn'a.ph
1!)" It.ov a l t.i es a.nd o ther coats for UHf\ o l pn.t.·
ontH n,n<l eop),ril<hts, of U\is a.)J)1OIHlix 1

3[) Pl ant a.nrl hornela ...nd snnuJ'iLy CO:t\'li

NeoBR8fll'~1 a.nrl }'Hasol1H.ble ex 110 11 H(-H-\ I )1(:1l)')'11Il

ror r-ou t;in(~ aud )I0111Bla.nrl HHonr1 tv l,n ))l'{)1.t~(:t

ffJ.nijitiieH. pHl'twnnel, and wnrl: PI'OdlJC:\.~; ;1,1'1'
nllowa.ble Suoh oosts include, but Ill'" IIIlI.
IlmH,i-HI (',(J, wal?-'ef.; and unirorms or pnl'fW})llOI

nnf.{n,~p:Hl in HBGtll'it;v activltieH; «qu l pm on t:
lHLl')'iol'S: oonti]'n,o\',tlfLl HHOU1'ity BB1'vinm·;: (~(}Il'

au l tn.u ts: ot.o. Cn,)lltal expendtum-os 1'01'hnm«
IfLl1c1 n.ne! pin-ill, H(~0\11'1t~1 J)tll'POABR n.rr: ;-\\llflr~(~j

\,(1 pn'!'IlIfI'ftpll 1o" EqlllpmBllt a.nrl ot.hor "a)l
It.n.l nxp01Hli (,UI'ClS, or this a.ppondtx .

:W. Pl·P~flr.;I't~fHnent oosta. Pr-e-a.wn.i'rl (:()R\'~
are l,hoHO innuI'rod pl'lOJ' to the "fronti"" cla,l,f'
of the awru-d clll'Bctly nursun.n I, to t]lI' 11IJ\.;(I-
l;in.l;io)') and in anticipn,tion or til" awa.rr!
where such nOAtH are neoessarv 1;0 complv
wll;h the m-oposod deli"""" BcheclnJ" OJ' pel'i()(l
of per+ormance. Such costs a.re al lowa.hle
only to t.he sxt.ent. thaf thev would have been
a.llowah!« if incurred after the dB,te or the
award and oulv with the wrf tt.en approval 01
the awardtujr arrencv
37, Professional services costs, a. Costs or

prof'esatonal arid consult.ant. servioes ron-
dererl by persons who are rnornbers or a pn.r-
tfcu.lar Pl'Oft-H:lHiol1 or pnSAefm a flPfH1in.1 xlril!
a.nd who a,]'O not officers 01' employ",," 01 I;hc
non-prorif ol'g'a,nizat,ion, Rl'C a.l lowa.hle. ~1111-

ject, t.o Ruhpn.l'ag'l'aphR b and c when l'Ofl.Hon~

a111(\ in I'oln,tlon to (,he services rendered aud
wnen not contingent upon rncoverv or Uro
costs from the F'edera) oovcmment. In ".ddl-
tion, legal and reln,ted servi ces Itl'C limited
unrler pa.rag raph 10 of t,his appendix,

b. 111 det,el'mining the al lowabi lf tv of C:"RtE
iu 3. pa.rbicu la.r ca.se , no si rurI« fa.or.or or [1,11'.1

special com hi na.t.iou O} faetort; if) nen8Rfjl\'l'iJ~V
deteJ'minn,tiv8, However: 1,1", following' In.<:-
torR al'H re levan t:
(11 T'he n3,1;111''' arid scope of the service. re n-

del'ecl in relation 1,0 the serv ioe required.
(21 The necessity of contracting' 1'01' (,))f'

servtce . consirlor-iu a tJhe non-profit. orrran iza-
tron» capa,billty in the par-t icul ar area,

(a) The past pat.t.er'n of such costs, part.icu-
larlv in the years prior to Federal awards,
(4) '1'he impact, of Federal awards on the

non-profit organization's business (i.e. wha.t
new problems have arisen),
(5) Whet.her the proportion of Federal work

to the non-profit organization's total busi-
ness is such as to Influence the non-profit 01'-
ganizat.ion in favor of incurring' the cost,
pa,l'ticularly where the ser-vices rendered are
not of a oon trnutng nature and have little re-
Ia.ti onahtp to wor-k under Federa.! grants 8,n<1
contracts,
(6'1 Whether the service oan he pcrjorm ecl

more eoonomtca.llv by (lirect employment
rather tha.n corrtr-act.ing.
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(71 The qualificatiollf, of the individual 0)'
UOIHJOl'lJ rendering t.he service antl the GUH-

t,omary fees chargecl. especially on non-Fed-
end awards.

(01 Adequ acv of the contractual agl'eemenl
for the service (e,g .. description of the serv-
ice. estnunt.e of t.ime requn'ed. ra.t.e of com-
pensu.nion. aJl(l termination provisions),
c. In addition to the Iactm's in subpara-

graplJ 37.h of this appendix, i-otainer fees to
he allowable must be supported ll)' evidence
of bona fide services available 0]' rendered
38. Publication and printing costs. a. Publi-

cation oosts include the costs of printing (in-
cluding the processes of composition, plate-
making. press work. binding, and the end
products produced by such prooeases), dis-
trfbutiion , 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 al-
located as indirect costs to all benefiting ac-
tivities of tue non-profit organization,
c. Page charges for professi anal journal

pubhcations are a.Ilowahle as a necessary
part of research costs where:
(1) The research papers report work sup-

ported b~' the Federal Government: anrl
(Z) The charges are levied impartially on

all research papers published br the journal,
whether or not by federall~'-spousorec1 au-
thors.
39. Rearrangement and alteration costs.

Oosts incurred for ordinary or normal rear-
rangement and altel'atiOll of facilities are al-
lowable. Special arrangement and alteration
costs incurred speciffcatly for the project are
allowable wi tIl the prior approval of the
awarding- agency.
40. Recol1Version costs. Oosts Iuourred in

the restor-ation or rehabilitation of the non-
profit organization'S facilities to approxi-
ma.telv the same coneli tion existing irnme-
diatel~' prior to commencement of Pederal
awnrrls , less costs reln.ted to normal weal'
and teal', arc allowable.
41. H.ecrni ting costs. a. Subject. to subpara-

graphs 41.lJ, c. and d of this n.ppendix. ann
provided that the size of the staff recruited
11m]maintained is in keeping witll workloRd
)'cquirmnent:;. costs of "help wanted" adver-
tising. opera.ting costs of all employment of-
fice necesanrv to secure and maintaiJ1 all
arloqun.te st.aff. costs of opern.ti ng all aptit,ude
and educatf onal testing program. trnvel
costs of omplovces while engaged i11rocruit-
ing personnel. travel costs of applicants for
intel'l'iews Ior prospectf ve employment. and
relocation costs f nouri-ed incident [,0 recruit-
ment of nell' emplo~'ees. are al lownble to the
extent that such costs are incurred pursuant,
1.0 a weD-mana.ged recruitment prog ram,
Where the organization uses employment
agcncres. costs tllaL are HOt. in excess of
standard commcl'cial rn.tes for such services
are alJowable.

2 CFR Ch. II (H-09 Edition)

]I. In pl1lJlilOfl.tionE.uostE of llel)) wunt.ed ad-
veJ'Lising t.ha1 incrurlcr color. inc)n(le~ arlver-
tisil1g ma.t.er'ial Ior other than recruitment
purposes, or iB e>:cessivp in size (1aking mt.o
consideration rBcl'uitment purposes for
which in\,enclecl and normal orgflniza.tional
]Jrfletices in thiE r-especl.). are una.llowa.ule.
c. Oosts of 1lel])want.ert advertiamg . special

emoluments. il'inge uenef'its. ano salary a.l-
lownnces incurred \,0 attract jn-oteasio nal
personnel from athel' organizations t1111\do
not meet the test. of )'easonableness or do 110\
conform witll the established practices of the
organiza.tion. are unallowable.
d. Where reloca.ti011 costs incurred In otden t

to recruitment of a new employee have been
allowed eithel' as an allocable direct. or indi-
rect cost, and the newly Iurert empl ov ee re-
signs for rsasons within his control witlJin
twelve months after being hired, the organi-
zataon will be required to refund or credit
SUCllrelocation costs to the FederRl Govern-
ment.
42. RelocRtioll costs, a. Relocation costs

are costs incident to the permanent cnang e
of clutj' assignment (for an indefini te ]leriod
or for a stat.ed period of not less than 12
months) of an existing emplovee 01' upon re-
cruitment of a new ernplovee. Relocation
costs are allowable, subject to the limitation
described in subparagraphs 42.b, c, and cl of
tnts appendix, provided that:
(1.1The move is for the benefit of the em-

ployer.
(ZJReimbursement to the employee is in

a.ccordance with an establtshed wrrt.ten pol-
iCj' consistently followed b~' the employer.
(3) The reimlJl1rsement does not exceed the

employee's actual (or reasonaulv estimRtecl)
expenses.
b. Allowable relocation costs for current

empiovees are limitecl to the following:
(II The costs of transportation of the em-

plo~'ee, members of his nnmerltate Iarni ly
anrl his llOuseholcl, and persona) effects to
the new location.
(ZI The costs of finding n new h0111e,such

as advance tri]Js b~' employees and spouses to
locate Jiving' quarters and ternpornrv lodging
during the tl'ansition period, UJlto lnaximum
period of 30 duo's, including advance t.rIp
time.
(3) Closing ClOS[,S, SUC]1as b)'okerage, legn.l,

and apprarsal Ices. Incident. to the disposi-
tion or the employee's forme)' homo. 'I'h ese
costs, toget]18), wi t.h those doscrl bed i11sub-
pa rag rnph 42.1J.(4)ol this append ix. are lim-
ited to li percent. or the sales prico of the em-
Jllo~'ee's former Iiorne.
(4) The continuing cost.s of ownership or

the vacant Iormar 110mB aILel' the set.tlemenl
or lease date of the emplovee's 1181"perrna-
nonthome. such I,E mmnt.cnance of builelillg'S
antl grou nds t oxclusi ve of fixing UJIexpenses),
utilities. taxes. anrl properbv insurance.
(5) Othe)' necessary nnd reasonable 8);-

penses normally Inc itlcnt to reloca ti on. such
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H~:LIF' (:()~t,s of' u;LllUoJin~'. ILl! unnXpil'(HI ](o,;U-H:

rll}m()lll)(H~I;ilH~ and t'HillHLII.lJil1g JIOU}-\(dIOlrl H,p"

pliil.1WB~. ilnd purchnsl nr; insurn.nn« a~'ajnH(,
lmm of (JJ' da.lTlfl,.g-8~j \.0 pcrsonn.) pJ'o))C1'I",y Th(~
(:OHL or (~fI.n(JnJlng' n.n nnexpil'Hd InaRn is lim-
it.od 1.0 1.)1"IIP t,jrnA~ t,hn mont,])}:v J'ent,oJ,
c A1JoW1L!,lo relocn.t.l on costs rOt' nAW em-

plnvnm'. fU'(' Jlm1{',oc1 j',o thos« clmwl'i\}p.(l in sub-
IJlLl'IlI'I'ILJlil '1:i.1J1l1 n,nd 121 of I;hi~ a.ppentl ix.
WI1I1n I'Clloon,tlnn OOH(;R Ine11I'I'8el Incirionl, (,0

t.h" rocrul nment. of 11£1'"omployoo~ hn.v« hBHn
Il.1lowori ol\',hol' Ilfl n dll'Clet 01' Indll'(1(\\, OOR!.

lI.n([ tho omplovoo l'AH1~nf) 1'01' ren.sons with in
III~ oon\,I'ol wluhtn 12 mOIl(;l!~ M\,(Jl' htr«, 1,1lP.
ol'lrn,nl?"t,lon Hhrdl rnf'unrl or orerltt. 1,1\1\li'od-
<WIt! (..J.OVHl'llIrlAllt [01' ItA shnr« 01' t,hn nORC.

Hownvor. t,h(! (JOHt,H or trnve) to au OVOl'HOB.H

l onn tton ahn.ll Iw connlclol'od 1;J'llvnl nontH In
H.(!nOl'dfU10(~ wl t.h pn,I'/Lp;rn,ph no R}1(] no t. I'BIIIOIl~
t.ion OOAtA fOJ' I,he PUI'PO"" of I,hl~ PIlI'ltA'I'11ph
If dnpenden ts urc not. p(Jl'mll;\~,nd at. 1,110loon-
tion for 8,n,1 1'(Jn.Hon and 1;11" coats do nol. In-
eludo costs of tl'fU1HpoI'ting' houuono lr) goods.
d. TI", following (lOHt." I'elo.\',od 1,0 I'elooH,Lion

,U'n unaltowable:
(1) ]!leeH and other cost}; associ at.ed v,Iitl) ac-

qu iring [I, llHV,I horne.
(2) A leas on t.l18 sale of 8 former home.
131 Continuing mortg ag e pl'incipill a.nd in-

1,81'eAt.navmcnts on 8 home being sold.
I'll Income taxes pn.id by an employee. r«-

lal.oel to l'eimbul'Secll'eloca,tion coats.
,13. Ren ta l costs of hnilding" a.nd fl'llli))-

ment.. B.. 8nbjHc1. t.o the. Iim ita.ttons (lmlOrihecl
1rI RuiJ),a,l'a,gl'n,phA 13,b. [,hI'OUg'll d. of t.hi,' IlP'
penrl ix , l'ent,n.1 nOS(,A a.re o.llowaule t,o the eX-
I,en!. that th e rar.os 0,1'8 r-easonable ill light of
such fact,ol's n,8: Ren ta.l costs of (Jomp",1'0,1J1"
proper-tv: if anv: mar ltet. condf ttons in t11(J
n.1'''3,; a.lt.erna.ttves a.vu.i labl e: and, the type,
life cxpectancv. oondition, a.nd va.lue of [,he
proper-tv len,sed Renta.l a,l'l'a.l1gement~ shou lrl
he re.viewed pGriOlliea.l1y to determine if 011'-
cumatanoes have cua.naorl and ot.ner options
a.re n.vailublc.
I) Rentn.l costs under "sa.If' and lease 1"",1,"

a.n-anrrcments a.re allowable only up r.o the
a.mount that. would be a.ll owetl had the non-
profit, Ol'g-a,niza.tion continu.ed to own th e
property, This amount. would Include ex-
penses such as daprcctn.t.ion or 11S8 al lowan ce.
ma.in tena.nce. taxes. and insurance.
c. Ren ta.l costs under "lesA-than-o.rms-

Icng tr.' leases are a.ll owable only up to the
amount (as explained in subparagr'aph 43.b,
of this appendix) that, would be alrowed had
title to the property vested in the non-prof t
org anizatiion. For this purpose, a les~-than-
a.rms-Ieng th lease is one under which one
party to the lease 9.greement is able to con-
trol 01' substantially influence the actions of
the other. Suel, leases include, hut are not.
limited to those hetween divisions of a non-
prof! t organtza.tf on: non-prof! t organtza.ttons
u nder common control through common offi-
cers, directors. or members; and a non-profit
organizatf on arid a director, trustee, officer,

PI 230, App. B

u: I,{~\' nl1lp\oV(J(\ of" L11(' nonjn-of'lt. ol'g-n.!lil'.il-
t.rou OJ· IIi;.; ImlllndiH.Le Iu.m l l v. eiLhcw dll'(wLl~1
0) t.lll'OUg·lt (JOJ'))ol'H.t"tions, t~l'ust~;, or Hirnilal'
;ll'l'fLlH~nmont·,~; in which thov hold n onn trnl
Jinf-.;· inLnl'l·lHt.. fi'oJ' cxn.mplc. a n on-nrolit. On!';!

1117.H.I",jon mn.y f.H~I·,f1.1)li.Hh n I-\BrJn.J~R.l;(' (~()rl)(l1'n
ti on Ior elll> Hoi" ])\1l'])ose of ownuu. ])1'0),,"'1,),
ll,lHl 11'.fL~1n~':It Iw,ok t.o 1",118 nOll-pl'of'\l nl'~·nnj·
7.nl;iol"l.

rJ Rent,n.) nOHt.s under len.ses whinh ;1.1'(~I'(~-

qnll'(J(l t.o 1)(, I;I'en,(,Hcl D,S cn.pl La.l II11'S"A unrler
GAAP 0,1'1' a.l lowa.b le only up t.o th" 110'1011111.
ilL" oxpla.t ned In snllpa.I'!Lrrrapll hi l.hn.L wnu Id
\)fJ Idlowod ho.d (;llH non-prortt ol'g·!Llli?,a.r.iol1
pUI'e11a.Hod 1',110Pl'OP'll't;v on t.h o Iln'\'('. 1',lw II11l"('
n,Ul'H8mnnt. wus eXfH1111iocl. 1'hH pl'ovifiinnJ-; of
li'inlllloilli Anoounttnrr SI',lln'\IlI'e\f: i'1"a,I'ti
SLll,\'0ll10nt. l:l, Aoooun tma 1'01' l.,C,ll.HOg ,,111<11
lH~ IlHfHI ldJ dBt.O)'D"111l0 whet,heJ' a ]r~!I.H(~ IF· ,I
Ollpll'll.l IfHIRO. Ini,eros\' (lORtS l'fllo.l,(J1i \.0 "",p.
l tn.) I(\"H"~ [LI'O al lowable to the extent. t.hcv
mnet, I,he (lrltcI'ln. in parag ra.ph 23 of thiA 1l,P
pend ix. Dnn.llowa.bl e costs include amount.s
pa,iel for pl'ofit, ma.nag emen t fees, and t.ll,X(\~
tha.t. would not. have been rncurreo hac! 1.111<
non-profit org'n.nizatioll purchased tlHi racil·
it)'.
11. Rova.l t'iea and other oost.s For usn or PEl.\'·

erits and copyrights, a.. ROYllltieA on " uat.e nt.
or oopyright 0)' amorttzataon of the Gas! of
acquiI'lng- hy purch ane B oopyright, 11",t"nt., OJ'

l'ig'htR I,hereto, nHOeSSu,l'Y for tl"" pI'OpIW Pm"
fOl'nHtnW\ of the a.wa.rd arn a.l l o wn.bl« llnlnH~:·

(11 T11f~]i'odcra,! Governn1ent hn,f; H. licnn~('
or th" I'lght.I,(J fJ'fW URI> of 1.1H>paton I. n~' nop)'·
I'irrhL.
121 'I'hn pn.ten t or cO]lYI'ight h[L~ boon arlju-

dica.t.erl r.o be invalid, or hUH heen a.rlrn in is tr'a-
1,Ively detHl'mined to he Inva.l id.
(31 '1'110 pa.t.ont or oopvrtgh t i~ eOl1sid01'ed [,n

be nnenforcea,blB,
(11 TIl(! pa.ten t or copyrig·ht. is expired.
h. 8peni8.} car« should hf-l p.xf~r(;iRfHl in dr--

LAl'1l1tning refl,Ronn,hlenesH where Lhe I'O:"In,J-
ties mav ha.v« arriveel at. as a result. of le.B~-
(.118.11-1,rm'~-Iengtb ba.rgn,illinR, ",f! ..
(l) Rov a.l tieH pa.id to persons, me ludi nj:

corpm-at.ions. a.If'il in.t.ed wi th the non-pro fi I
nrrra.n izn.tfon.
121 Rova.lt.ies pa.i d (,0 una.If'i l iat.ed ]1a.r\'io>;,

including corporations, under an agreement
entered Into in contempla.tion that. a li'eeler8.1
award would he made,
(3) Royalties paid under an agreement. en-

tered into after an award is made to a non-
profit. org'antzat.ion.
c. In any case involving a pa.ten t or cony-

right. formerly owned hy the non-profit. oi'g a-
ruza.ti on, the amount of royalty allowed
should not exceed the cost wh ioh would ha.ve
been o.llowed had the non-profit, orgD,nlza.tion
reta,ined title ther-eto.
15, Selling and marketing'. Costs of selling

and ma.rlteting a.nv products 01' services of
the non-profit organization are una.llowa.ule
(unless a.Il owed nnder paragr-aph 1. of this ap-
pendix as allowable public relat.lons cost..
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However. t.hese COSLE are ldloWlcLJ]('as direct
costs, with pri or approval by HWftl'CUng agen-
cies, WhBlI tlleJ' are necessars Jar the per-
iOl'111UnC(! of Federal ))}'Ogl'a.J11S.

~G. Specialized service lacilities. a. The
costs of services provided b,' highly complex
OJ'specialized lacilities operated by the non-
prof'i t organization, sn en as compu tel's, wind
tunnels, and reactors are allowable, provided
the charges lor the services meet the condi-
tions of either parflgrapb 46 b. or c. of tJlis
appendix and, in aeWitioll. take into account
any items of income or Federal financing
that qnalily as applicable credits under suu-
paragr-aph A,5. of Appendix A to tbis part.
b. The costs of such services, when mn.te-

rial, must be charged di)'ectl,' to applicable
awards based Oll actual usage of the services
on tbe basis of a schedule of rates or estab-
lished mcthodoloxv that does not discrimi-
nate against federall~'-snpported activities of
the non-profit organization, including usage
by the non-profit organization for internal
purposes, and is designed to recover only the
aggregate costs of the services. The costs of
each sorvice shall consist normally of botll
its direot oosts and its a.ll ocanle share of all
indirect costs. Rates shall be adjusted at
least bienuiallv. and shall take into consid-
crat.ion over/under applied costs of the pre-
vious pertodts).
e. Where tlle costs incurred [01' a service

are not, material, tnev may be alloca.ted as
indireot costs.
d. Under some extraorellnar;l' cir-

oumstances, where it is in the best interest.
of the Federal Government and the institu-
tion to establish alternative oostine arrange-
ments, such arrangements may be worked
out witll the oog ntzant Federal ng enoy.
47. Taxes. a.ln general, taxes Which the or-

gn.ntzat.lon is required to pas and whi ch are
paid or accrued in accordance witll GAAP,
and payments matte to local governments ill
lieu of taxes wmch are commensurate witll
the looal 'goVe)'lllllent services received are
fdlowable, except for taxes from whicn ex-
emptions are available to the organization
directly or wniol: are a.vailanlc to the o rg ani-
za.tron based Oll an exemptiOlI aHorded the
Federal GoveJ'llment and in the latt,er case
when the awarding ag cncv makes available
tho necessarv exemption oertificates, special
assessments on lam] whi ch represent ca.pital
improvements. and Fedentl income taxes.
b. An,' refund of taxes, and anv payment. to

tlw orgamaation of interest. thereon. which
were a.llowerl as award costs, will be crerti ted
eitller as a cost reduction or cash refnnd, as
a.ppropriate, to tlle Federal Governmen t.
40. 'I'errrrination costs a.]Jplicahle te, spon-

soretl agr-eementa. ,]'el'lnina.tion of award}:
generall;l' gives rise to the incurrence of
costs, or the need for special treatment of
costs, wmcn would not have arisen lUH] the
Federal a.wnrd not necn termina.t,ed. Cost
principles covering these: items are set forth

heIDII'. The,' fll'P t.o he usen in con.illlwtioll
witli Ll)('other proviaions of thiE appen(li}: ill
t.ernuna.tl cn si tun t.ions,
H. The cost of it.erns i-easonablv US1Lhle on

the non-profit Organi7,ation's other work
snal) not be al lowable unless the nnn-prol'i t
orgamza tion submits evidence that it would
not i-et.ain such Hems at cost wituout sus-
taining H loss. In deciding whether such
it.erns are reasonably usable on other work of
the non-profit. organization, the awarding
ag'encv should consieler t)le non-prnf'i l. orga-
nization's plans and orders lor cun-ent and
scheduled aotivitv. Contemporaneous pur-
chases of common items b;l' the non-proft t
orgunlzauion shall be regarded as evidence
that. such items are reasonabl~' usable on the
non-prof'i t organization's other work. An.'
acceptance of common items as allocable to
the termina.tert portion of the FederaJ award
shall be limited to the extent that tlle quan-
ti ties of such items Oil hand, in traust t, and
on order are in excess of the reasonable
quantf ta.tive requirements of other work.
b. If in a particular case, despite all rea-

sonable efforts b;\' tne non-profit organiza-
tion. certain costs cannot be (liscontinued
immedia.telv after the effective date of ter-
mination, such costs are generally allowable
wi thin the limi tati ons set. fortll ill this ap-
pendix, except that any such costs con-
tinuing after termtnatron due to the neg-
ligent or willfnl failure of the non-profit or-
ganization to discontinue such costs shall be
unallowable.
c. Loss of useful value of special tooling',

machinery, and is g enera.llv allowable if:
(1.1 Snch special tooling, special machinery,

or equipment is not. rnasonablv capable of
use ill the other work of the non-profit orga-
nization,

(21 The interest. of t.he Federal Government
is protected bJ' transfer of title or by other
means deemed appropriate b;y the awarding
ag encv . and

(31 The Joss of useful value for anv one t.er-
mmn.ted Federa] n.wartl is limited to that.
portion of the aouu ial t.ion cost wnicl: bears
the same ratio to t.he total acqutsit-ion cost.
as the termma.tcd port.ion of the Federal
award bears to the entire terminated Fecleral
awurd and other Federal awards for which
the special tooling, special machinery, or
eqniplll8l)t was acquired.
d. Ben tal costs under unexpirecl leases are

genern.l lv aJlowabll' where clearl~' 8hoW11 to
nave been reasonably neoessarv for the per-
formance 01 the termina.t,ed Federal award
less the resrdua) value of such leases, if:

(11 The amount. or SUCllrental o'lairnetl does
not exceed the reasonable use value of the
propertv leased for the perf otl of the Federal
award anrl such lurtller per! DC] as may be rea-
sonable, and

(21 The non-jn'of'i t organi7,a.tion makes all
reasonable ef'iorts t.o terminate, assign, set-
1.10. or otherwise reduce the cost of such
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Innl-\(: 'rhlll'!' iI.JHO 11\l1_Y ))(' i llcl\ulncl 1.11(\ Ij(J~;l of

id l.nl'II.LJOllH or flllnll JOluwcI pJ'nll(~l·L.\', pl'ovidod
;"';\lcll Il.lLH1'n.L\Oll!-; wnl'{~ IHH:ORf{Il.l'.\' /'01' II}H~nor-
fOl'man()(> or l,iw Tl'odel'ftl /I,V/n.1'(1. and or j'f}[\-

,'-l(lllll.l))(! l'OH1-.c)}'lttioll l'nqllil'od hV t.hr: provi-
~l()llS or 1/1w lnfl.HG

Snl~t,lnlllont cr:\lwI1HHS jn(\lndin~~ Llw 1'01-
)(1\l/jnr~' 1t}'O g·nnol·a.ll~1 n.ll nwa.h!o:

(J) J\coount,ing-, leun l. OIHl'lnnJ. /l,lld aim na.r
(~I)Hlif~ 1'(-lftHOnn,bly nHOH9HO.l'Y ror

ilL I Tho pI'opnl'o.tloll o.nd PI'BsBlltnl;iol1 to
1;1", H.wlu'rlillr; a~enCl' or Hot,I;101l1onL c la.im«
a.nd RUPPOl't,ing' dn,t,n w1iih 1'(~Hp(-mt to I,\)o t.er-
I11lnfl1,0<lportton or 1;1", }i'Oc]01'IL1n.wurrl , lInloSR
1.1", 1,01'111Inn.t: on Is fol' <lofl1lIli. I""" ~21f>.GJ of
:\ Cl'f!. pO.I'1.210 10MB OII'ouln,I' A-]lllll: n,nll
1111Tho tOI'l11ln".I~lon "nil 901;1;1"1110111.or Huh-

n.wnrda.
(21 RBftAOlllthlB nOHt.f{ for t}w RI,OI'fl.fre, tJ'IlIlH-

porta.t.ion , PI'otBotion, and disposition of
PI'op(ll'I-,y provider! Ill' (,)1" Ji'or!orD,1 GovOI'n-
mont. 01' ",oqllil'!,,1 01' produced fOI' tho PHdoral
a.ward, except when gl'an tees 01' (jon tructors
a.re reirn burser) 1'01' disposals at. a predet.er-
mined amount. In a.ocordunce with §211i,32
t.hl'()ugb 216.37 of 2 CPR. part. 215 (OMB en-
cu lar A-UO).
(31 Indirect costs rell1ted to salaries and

wapes incurred as set.t.lernent. expenses in
snbpa.l'3.gr8,phs 48,e,(1) and (21 or (;hiH a.ppen-
rt ix. Norrna.l Iv. such indirect. (lOstH aha.II he
lim It.eil to fringe henefi ts. oooupnncv oost.,
".lld immedis.t,e supcrvtaton.
f. Claims under sub awa.rds. inellldlng- til"

;:l,llomJ,hln .port.ion of clal mx wh iol: a.l'B (:0111-

mon l;O I',h•..Ji'ederal award. arid I,() o(;hor work
of (;IH' nou-prof'it. org-n,ni~,a,tlol1 fl.1'" g-r-nerally
al lowable.
An 1I,PPI'Opl'iD,tHshe.re of I,ho non-prot! (. 01'-

g'[l,niz8,tion IS indirect expense mav he 8.110-
"a.ted to the amount, of Ret-t,lemants with sub-
co n tra.ctora and/or subg-rantees. prllvided
that. the amount, al loca.t.ed is ()therwi~e con-
~1iRt.rmt, with t.ho baste Ruiriclineg contu,ined
in Appenrlix A. The. lndir"ot expense so D,])O-
cn.t.ed sha.ll exclude the same and similar
"osts cln.irn ed tlireet,1y or 1;)(lirect1y as settle-
merit. expenses,

'18. Traillillg- CO>1ts. 9" Costs of prupai-a.t: on
awl ma.in tenance of " pr-ojrr'am of instruction
including but not limi ted (,0 on-tile-job,
c Iassroom. a.nrl apprenticeship training, de-
signed to increase the vocattonal effective-
ness of employees. including training mate-
rials, textbooks, salaries or wages of trainees
(excluding overtime compensatton which
might arise therefrom), and (iJ salaries of the
director of training and st,9.ff when the train-
ing program is conducted by the organtza-
tion; 01' (Il ) tuition and fees when the train-
ing is in an Insti tution not. opera.ted by the
oruantzatf on, are allowable,
b. Costs of part-time aduoa.tfou. at. all un-

cierg'r9.rlua.i,e 01' post.-gr8.r)l1o.\',e col l eg e level,
including tb9.t. provided a.t, tll<) or-garnza.t io ns
OVIl1 Iacfltt.ien, are a.Ilowablc onlv when the
course 01' degree pursued is relative to the

PI 230, App. B

finl{i 11) wlliell L)t(~ nl11pl()VOI~ j~ now \v())'J\jIH~

(J)' lllil.\' l·(\fI.~()IlH,llly ))1' (:n:pooLnd L() ViOI'l.;. a.nrl
jLl'{~ Jimit.od \.0:
(} ) T'r'ai n inrr mn,j-,Ol'ia.JH.
(:~) Tnxt\)()olCI->,
laJ P'nm; nlHLl'fJ,'OHby t,he ndnmLi;jOllH.J inst.u.u

t.ion,
I'll 'I'u it.i on nlw.nre(] hy t.h« ~HltH:nLi{Jnlll in

atl tu uio» 01'. in lion of tutt.i ou. instl'I1"Lor);'
R1l.IRI'iBS a.ncl (,he rnla.t.ed shn.r« or inrlll,,,,,1
CORI;s 01' th« (J()\1C\ntlolllLl institution t.o 1.11<'
oxl,6nt tha.t the Hum thereof is not. In r.X"OS8
of t.h« 1;\1I(;iol1wh ich would hn.ve 1)(J(;1lpn.1ti Ii.
1;1)(>)lll.rtieipal;ing- educaf.ioual Insl;H,utloll,

(f) i 8,LlILI'ies nne! l'eIRt,Ad cos ts or 11Ist.l'l1t'.1.0),:,
who [Lpn AlllploYOB8 of tho Ol'g-ani7.f}.t.ion
((II St.l'n,ig'l1(.-tlmo oomponun.t.ton of """I>

empt ov oo for r.im« APfHlt lt1jt,On(linl~' nlll,mwH

dUl'inl-f working' hours not in e;:OOHR of' l!i{i
hours per ,V"Ri' and only to tile extent t.hn t
ctrcumscnuoos do not nermi t tho oporn.t.iou oj'
c)sumefl OJ' antouda.noe nJ, clnsaes 8J\,81' I'Hg'O] nx
wOl'lcing hours; otnerwise, such compcnua-
tion is unallowable,
c. Costs of tut tlon, fees. trl11nlng- materinlR

and textbooks (but not subsistence. aa.Iarv.
or any other emoluments) in conneot.io»
with full-time educatton, including tllnl. pro-
vided a.t, the org'amza.tiou's own fl1cilit.ioR. at.
a. uost-grnduut,e (but not undel'gI'8,dnn,t,el col-
lege love l . are a.l Iowahle only when the
cour-se 01' cip,g"J'f!n pursued if; l'ehttp.d tin t,IH'

field in which thn emploveo if) now wnl'l-::in~
o r may J'GU,HOlln.bly bo expect.erl r.o work, :l.1HJ
onlv where t,lw OOHts receive t.he prirn: n,ll
prov a.l of t,lH: awardtng a.~rel1cy, Rneh nm..;t~
8,re ltrm ted t,o (,110 costs ~,I;trihnl;",llle t;r, "
t,oto,1 periorl not. t.o flxoccd one sch oo! vno.r 10)'
ea.cb employee, so trrunud . In u nusua.l c""ee
the period may be extended,
d. Oosts of a.tt.endanoe of up to Hi we,elrs pel

employee pel' v ea.r at. specta.ltxerl prom-arns
flpeoifica,lly desi~ned to enhance t,he effer:-
trveneas of executives or mariazers or t(J pre-
pare employees for sucn posi tions ar» a.l low-
a.hle . Such ooscs include enrollment fees.
tratn ing ma.ter-ia.la, t.extboo lrs a.n d re la.t.ed
char'g es . employees' salaries, su nststencc.
l111d travel. Costs a.llowabl e under t,hi" 1la1'H'
gmph do not include those for courses thn,t
are par t of a. degreB-oriented ourr-iouium
which are n.llowa.hle only to the ext.en t, set
forth in subparagr-aphs hand c.
B. Ma.in teuanoe expense, and normal depre-

ciatton or fair rental, on faoilities owned or
leased by the org antza.tion for tr-ai.ntng pur-
poses are n.llowabl e 1.,0the extent set forth ill
paragr-aphs 11, 27, and 50 of this appendix,
f. Contrilmtions or donations to adu-

oatf ona.l or training instf tu ttona, including
the donation of fa,oilities OJ' other properties.
a.nd ach o larshtps 01' fellowships, a.re una.l l ow-
able.
g, Training and education coats ill excess

of those otherwise a.Ilowa.b!e nnder subpar-a-
g raphs 19,b and 0 of this appendix ma.y be al-
lowed with prior approval of the awar-dl ng
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agency. To he oonsiclel'fJrl lor apPl'oval. th(-
orgnmzat.ion must denlonstl'H.tp tun ..t such
costs are consistent.lv incurred pursunn t i.o
an establisherl trruning and erluca tion pro-
gram, anrl that the course or degl'er, pursued
is relative to the field in wn ioh the emplo~'ee
is now working or may reusonablv be ex-
pected to 11'01'](.
50. Tl'rensportation costs. Tl'rensporLretion

costs include /reig1lt, express, cartarre. rend
postage cnaraes rela ting ei ther t(J goods pur-
chased, in process, 01' delivered. These costs
are a l Iowaule. When such costs can l'eredily
be identified wit1) the items involved, the~'
may be directlv charged as transportati on
costs or added to the cost of SUCll items (see
paragraph 28 of this appendix). Where Idcntl-
fica.timl with the materials received cannot
readilv be made, traneportat.ion costs mao' be
charged to the appropriate indirect cost ac-
counts if the organization follows a con-
sistent, equitable procedure in this respect.
51. Travel costs.
a. General. Travel costs are the expenses

for transportation, lodging, subsistence, and
related items incurred b~' employees who are
in travel status on official business of the
non-profit organization. Such costs may be
cnarged on an actual cost. basis. on a pel'
diem 01' mileage basis in lieu of actual costs
incurred, 01' on a combination of the two,
provided the method used is applied to an en-
tire trip and not to selected days of the trip,
and results in charges consistent with those
noi-maIlv allowed in like circumstances in
the non-profit organization's nOll-federally-
sponsored activities.
b. Lodging and subsistence. Oosts incurred

bo' employees and officers for travel, Includ-
ing 'costs of lodging, other subsistence, and
incidental expenses, shall be considered rea-
sonable and allowable only to the extent.
SUCll costs do not exceed charges normally
allowed b~' the non-profit organization in its
reg-ular opera.tions as tlIe resul t of the non-
profit organiza.tion's written travel policy
111 the absence of all aoceptable, wrf tten non-
profit. organization poltcv reg-arding- travel
costs, the rates aJHl amounts est,ablishecl
under subchapter J 'of Chapter 57. Title 5.
Uni ted StaLes oode ("Travel and ,subsistence
Expenses; Mileage Allowances"), or b~' the
Arlnumst.ra tor of General Servioes, 01' b~' the
President (or hili or her designee: pnrauant.
to any provisions of SUCll subclH~pter shall
apply to travel under Fe(leral awal'ds (48 CFH
31.20[,-4G( a.i).
c. Commercial ail' travel. (1) Ail'fare costs

in excess of the cust.omarv stanttard commer-
cial airfare (coach or equivalent). Fecieral
Government oontract an-Iare rwnerc au thor-
ized and a vni labl e). 01' the lowest commercial
c1iscoullt. airfare are una llnwable except when
SUCll accommoda.tions would: roqul re oi roui-
i.ous routing: require tl'flvel during unreason-
a.ble hours: excessivel~' prolong t.rnvel: result
in arltli ti oua) costs t.hn.t. would offset tlJe

2 CFR Ch. II (1-1-09 Edition)

trnnspor't.a tion ::;[tvings; 0]' of ler aCO(111)lJoc1H-

Lion!:: 110t i-casona.lilv aclHqna.Ll' Ior l:she trav-
eler's medical needs. 'I'he non-pt-of'it orgu.ni-
zation must just;jf~' "nd ducumen t these con-
eli ttcns on n case-bv-casc hasis in order for
tn e use of first-class airfare \.0 lw n.llown.ule
in such cases.
(21 Unless a pat.tern of avoidance is de-

tected, the Federal Government wi l l gen-
erally not quesbion a non-profi t org nniza-
trou's determinations that customary stand-
ard airfare or other discount an-Iare is un-
available for specific trips if the non-profit
orgamzatdon Cal) demonstra.te either of tlIe
following: that such airfare was not avail-
able in the specific case; or that it is the
non-profit organiza.tion's overall practice to
make rou tine use of such airfare.
d. Ail' travel b:l' other than commercial

carrier. Oosts of travel by non-profit organi-
zation-owned, -leaserl, or -chartered atroi-art
include the cost of lease, charter, operation
(including personnel costs), maintenanoe, de-
preciation, insurance, and other rela.ted
costs. The por-tion of such costs that exceeds
the cost of allowable commercial ail' travel,
as provided for in snbparag'raphj C., is unal-
lowable.
e. Foreign travel. Direct oharges f01' for-

eign travel costs are allowable onIy when the
travel has received prior approval or t.he
awarding- agency. Eac1l separate iOl'eigl) trip
must receive such a.pproval. For purposes of
this provision, "foreign travel" includes any
travel outside Oanada, Mexico, the United
Sta.tes. and any United States territories and
possessions. However, the term "foreign
travel" Ior a non-profit org'anlzat.ion located
in a foreign oountrv means ti-a.vel outside
that coun trv.
52. Trustees. Travel and subsistence costs

of trustees (or directors) are a.Ilowablc. The
costs are subject to restrictions rega.rding
lodging, snusiatence and ail' travel costs pro-
virled ill paragraph 5) or this appendix.

ApPENDE C TO PAR']' 230-NOl\-PnOFIT
ORGANIZATIONS NOT SUBJEOT TO
TillS PART

1. Advance 'I'echuo.log'y lnstH,ute (ATl),
Ohal'leston. ,soutl! oaronna

2. Aerospace COl'pora.tion, El Segundo, Cali-
fornia

3. American InstH,utes of Heseal'cll (AIH),
Washing-\,oll DO

4. Argonne National Laboral.orv, Chi en.go. Il-
linois

5. Atomic Oasualty Oommission, Wash-
mgt.on. DC

G. Brr.\,tnlle Memorial Insuiuu t.e.
Headquarl.er'etl in conunuus. Ohio

7. Ill'Ooltllnven National Labora.i.orv, Upton.
Nell' York

B. onarres I3tark Drn.pe r Laborato1'~'. Incor-
po rated , Cambridge, M.assacl!uset\'s
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'I" H,:J.ll() Corpo1'a.Lio)1 :--~n.nU! tvlOlll(llJ" Cn.li·
J()\'lliH

:l:L H,O"O",I'uli Tl'ill.ll~'I" l nsr.tt.ur.c. li,o",w'}',,11
T'ri a.nrrl « Pni-k , J\lOl'tJh UlLl'oiina

~'1 11,ivOl'p>idf\ H.DHOn,}'cll lnstf t.nt,o. I,m",' "j·orJ\:.
Nnw Yo rk
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:1(J, tJntvnl'Hl{-,\or. li.oH(IH,l'cll AHH()(:iltt,\ol). Inr:or·
porn.t.nd rNn t.l onu.l Ae(:ninl'fltion ] -,1l,1) I, A r
~onl1e, T11lnolH

:11 Ur-bn.n I nstill,ll t.o, WaRhin~t.ol) DC
:l2, Non-prorf t. InHlll'lIlwe "ol11]JlLl1im;,"u"h a"
BIll" Cl'OSf; anrl BI\lo CJhioiciUl'~n,niv.n.l',i()nH

3a. 01',1101' no n-m-of'i t. ol'g'a,nl7.inJiion~ H.~ no~{()-
tin.t.ecl wi 1',11a.warrll nrr ag-enoieR
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Circular No. A-133
Revised to show changes published in the Federal Registers

of June 27, 2003 and June 26, 2007
Audits of states, Local Governments, and Non-Profit organizations

TO THE HEADS OF EXECUTIVE DEPP,RTlI1ENTSAND ES1'ABLISHlViENTS

SUBJECT: Audits of States, Local Governments, and Non-Profit Organizations

1. Purpose. This circular is issued pursuant to the Single Audit Act of
1984, P.L. 98-502, and tl1e single Audit Act AAendrnents of 1996, P.L. 104-156.
It sets forth standards for obtaining consistency and uniformity among Federal
agencies for the audit of states, local governments, and non-profit
organizations eXIJendingFederal awards.
2. Authority. Circular A-133 is issued under the authority of sections
503, 1111, and 7501 et seq. of title 31, united States Code, and Executive
Orders 8248 and 11541.
3. Rescission and supersession. This Circular rescinds Circular A-128,
"Audits of State and Local Governments," issued April 12, 1985, and supersedes
the prior Circular p,-133, "Audits of Institutions of Higher Education and
other Non-Profit Institutions, " issued April 22, 1996. For effective dates,
see paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that differ from the
standards provided herein, the provisions of the subsequent statute shall
govern.

Federal agencies shall apply the provisions of the sections of this
Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received from a pass-through entity (a
recipient or another subrecipient) .

This Circular does not apply to non-U.S. based entities expending
Federal awards received either directly as a recipient or indirectly as a
subrecipient.
5. Definitions. The definitions of key terms used in this Circular are
contained in & .105 in the Attachment to this Circular.
6. Required Action. The specific requirements and responsibilities of
Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agenciesmaking awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
section 10 (below), unless different provisions are required by Federal
statute or are approved by the Office of lVi.anagementand Budget (01'1B).

7. 011BResponsibilities. Olvffiwill revieVl'Federal agency regulations and
implementation of this Circular, and will provide interpretations of policy
requirements and assistance to ensure uniform, effective and efficient
implementation. '
8. Information Contact. Furtl1er information concerning Circular p,-133 may
be obtained by contacting the Financial Standards and Reporting Branch, Office
of Federal Financial Management, Office of Management and Budget, Washington,
DC 20503, telephone (202) 395-3993.
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i~), 1~~:e(~J.iv0_'_;.";aLe~, r;-'hE.' :-~tanddr-ds sr::!t r or t.h jn~; .LlOO of Lh~' J-d.~a('hlW-"'11'

h.l'; (.'jc:uJ(lJ', wluc:h apr):!Y d.ir oc t Ly to Pederal acrenc.ircs, she Ll be ~2f:f:<':r'~"\I(('

JIJ!')'), I (l'If" and ,;haJI aPI)]Y to aucl:iUI of f.i.;c;caJ Y'"'cu;; h"'qinnjng dftt'J' Jun(,!
',f), )')'1(-), F'YC~Jpt: e1.': o:,hElnl'lise sper:.iLied 1]1 §~_,tlO[)(a),

~hp ,sLan(:'Jar'd~~,c;p.r f o r r h .in t.h i s ('Jrr~uJar that rf!(jpra"J aq~ncies ~~haJJ
,-lpr)i>/ \"r) non r.'c:.~'J(:~r(j) ,:~ntjt,)'2::; ;.-;hall !)0. odopte~(] by Pe~JerFJ~ (lql:-:~nr'jr:'~s in C'~_)CJ.. f,,:,'d
r;:'quJ_dtj,rJllr:; not Jcl\I~~r t ha n ()O days after pub Li o e t J or. of rni s finclJ r ev is i;.n
in \';,e FecJf!raJ Recdsl'er, ,;0 that they v.lil1 appJy to audits of fiscal years
IJr'CJHlllinc; after .iunc 3[), :L99G, with the exception that !;i __ ,:,O,,;(b) of tiw
r.: ~-(Jr'hment apr)] j ~~; r o audi ts o f fiscal years beginning a t t.e r .rune 30 I 99(;.
Tj',{""'{!1IJ 1,°'111'(1)1;: (,I r:irr'uJaT b.-:::fI, ,.llt',hough the Circ:uJar is r,,"scinded, enid
")(~' I {)q'l \1::">'-' In '~\f (:i r~u:j (.IT J'.- ) ~:,::; )"'':"~lTIa:,r; ~_n ~f~ec:t for aucJ:j ~s o f f·j ,,=,,r;a: 'J::'",.

ll"r,!:':;':;~-lrT '., '-)~' :')(>f--i~'~! ,'J',1l'10 :~O, ;r!t)rl,

'JI;l{~' ~:'0'J,;,:~i,():'-;~; pubJ.:;;-...:hed ~n ~he F~]df]raJ, Req.;'.s,'".eJ' .,'JUIJE: ~;I' I ~~~)O]I d:'~

r!,~r'·.l\T(:., ~:Ii~ f.i.:~';aJ y~ar:7~ encJjng Clf1C~r Dec"'ember ~':l, ~~()()~),and ":!aJ~J.y
I.mr,l':~rflr::-~n~-.c]1_~~~)n ;:-~ not-, p(=rrnJttr::-!d wit:,] the excl?-ptir:-)n of tj-le ~Jr~f.i_nj,ti()1l o f
'J',,,,,~~,r;;Cfh!~ aqency for Audit !dhir':h i.s effer:i.ivp .ru ly ::8, ::00'"

!\U9uStJ,nE: 'J1, ,r;rn)l\+he
/\ r t- i n q t") )"~) r' 1 ,~),.

(,: ; -i: 1_ J \1 fC:~

;~-':'\/j;·,;j()n~~; puj')~jsh~cl ,;n i.r.e- F',:...df.;)'dJ PP.9j,S'_.t:;r t.lUlJP

i'.n: fiscii! y(:ca)~s Cc~r)cJj,))c,Jem or a f t.e r [J":;c'omber ]';,
,c''', ;,oC)'),
;'()()(, .

Rob ?O;'~mar.
Director
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Subpart A--General
§ .100 Purpose.

TJ-J .... [', ;.)(".1:

am()~'Jq F'f-~:jE~~·-a.J
ClI;ldc'jS .

, a:io'l,j "(I:: ,<;;;j,lJq ':nl;;j,;::' ':-~1J{-'y and llni~:-)~~rn:;,~.j
?,~'cll~~;~a] "~n~i t:; ~;~~,=.!x])erJding Fr:~de;~aJ

. 105 De f i.n i.t.ri.o n.a .

L~l~~j rl\,~~r-Jn~·~~ln'/ :'JfY') :-;'.:,r'j,.,~-;!] '~»)'il' '-".' 1'hcl t- ,-:zl=lend;-:' P'?~1.F~raJ ':3'/I.r3.~:-c1~,Wl1~ r',!
rnIJ!::l- h(~:' (:-lucJ)'· •...-~d \Jl'l~:/(~Jr t,,;'I);; ;:)(",\;-'

!'JU:L_LL!L III( .n»: iJl'l ,!lId I :'J)',

,:', (-I~ :,)' J,")/>-IJ q~J\I·:'::·JnI';"':ll r.1.lcl.
" :-! )'1' Ll ," . f~' ,_>/J ,')"; 1 ,. ,;.),~\;' ,-I .

that is a p~Jlic accountant or a Fed~rdJ,
')cqanj,:cltion, whi oh meet.s t.he gen(',riJl

'/ "Jr.r:';:~J:;t:Ll:d ']~)\1~TnTrient aud.itino ~:~.andd.~·'J;,
Ill:V" ! ('~-n' -=-I~l.ct~~_~~_~_-j"-j'"':'" :'I"~- J:'lr"!~,},'j(-=-', intr:,~r~ICJ] audir.r.r s of )')'':>1"1 ;:_1'

['.udj.~· ;~Jd-'~l ::1;
.510 (a) : r . : ,o"i/':':

\1\1;'1.,'.]1 tl'}(:' a.udi~-.()r ;,;';; r-equ .. rE~d :--i,/
'!; ~,I')(.l.ir:','J;'~and CJue~:t: j ()l'leJ('j ,::<~: ,',

(~F]),i''. llill1tlj(~I,
s;.cll:dlQC:Lo f "'0'd("rCl I

:TtJmh~~- (-t;;(:,'flli~'Cj 1'.rJ

/1,;: ;:-',J ~~ t.il)')'.' c' ! (' f,' r )/\)
pr()g~:-am jn ~,~h,c:'

~~U~:~~~I_~2f__._p;~.:2~r~~:~m["nV·,:lrl:-·· ,~I ~r;~r)\lr.}, ;V:l rjf r''j':')0e.l y rt:'lat,=~c1 prc)r;:r)-(Jn\~, ":Ia'
;~)hdr~~ ':urnnlUll CDInP'; jane'(::! r':-:~qu.)1-~mE~ntf;. The t'{P(~S of clusters of p r oq r amr. dr,~)
j,c,;.::ei:ll',:h Clnd cI,'veiupmenl: (Hf"I'JI, student financial -iid (,Sp,II,), and other
cfu s te r s . "()tiFcl' CIW,:I'''')';:','' are as defined by the Office of 1-1anagement CHid
BucJqet (OlvTB) in toe COmjj.!.Lance supplement or as cJesiqnated by a State t or
Federal awards the State provides to its subrecipients that meet the
r'jpf.i.nj tjon ':Jf 0, cJ u s t e r of pJ'C!Qrams, \Nhen designating an "ather cluster," iJ
::~tatf' s ha il Jdent,lfy tne F'ederaj, awards includ.ed in the cluster and. adv i s e the
s ub.r e c i.pie nr.s of cornpl i anc e requirements applicable to t.he cluster, consistent
w i I~h §_,_.400(d) (1) and §__ ,400(d) (2), respectively, ? cluster of pr ocr ams
:::haLl. bE' r:onsidered as one p;'ogram for determining major programs, as
desc:;'jbecl .c, , § ,520, and , w:th the exception of R&D as do s c r ibe d in
§ .200 (c) I v-Jhe1,~~-)~;J" a r-,~'~)~f~ram-?'1)~~c.if.'i.-= aud i t may b€~ ~J.ected,

CClgrli:':gIK-.9SllinC\' f':J1: dud': t mearis t he Federa.1 agen:::y des.i;rtlcJ~:.ed
(Jut tne re3ponc:~r):cj,jties descr·iJ)ed. in § ,400(a),

'::omDiiance suppjement ;~efers r o the Clrcular J\-1~5 Compliance
3U1Jplement, inc~;,u.ded as j\pp~ndix B to Circular -A-l~] ,Jr such do cum=mt s as
0MB or ics desig~~e may j.ssue ~o ]:~pla~e j.t. Thj_s dOC100ent ~s availab_.e :~~rr:
~.he C;0ve::':llne~j': P~~:~l':.L:l~j'J':-=" :.~e ':;up~~~j_:;~~n:Jer:t cy~ ~()~"'Jn\e.;-l'=-s, \l"~::~~ .._.:·.ig::~r;, :]'_'
;; :jLj:1:'. -:) :';~~:; ,

(2 i P:::-oduces recommended .i rnpr ov eruenrs : 8:::-

(3) Demonstrates that audit findings are either i:1valid or do not
warrant auditee action,

Federal agency has the same meani.ng as the term ",genc,! in Sect "Jrj ,,0,1 (~,)
of title 5, United States Code,

Federal award l1IP.Cll1S F",c}eJ"al financi.a.l assistance a.nd F'ec]eriJ]
reimbursement contriJcts that non-Federal entities receive directly
Federal awarding agenc:~es or indirectly from pes s +t.b.r ouqh entities.

r:I)"'-;'

. "j ,



not include procurement contraccs, under grant.s or contract.s,used tu buy
goods or send ces from venoors. Jmy audits of sucb vendors sholl be covered
by the terms and conditions of the contract. Contracts to operate Federal
Government owned, contractor operated facilities (GOCOs) are excluded from the
requirements of this part.

Federal awardino aqency means the Federal agency that provides an award
directly to the recipient.

Federal financial assistance means assistance that non-Federal entities
receive or administer in tbe form of grants, loans, loan guarantees, .property
(including donated surplus property), cooperative agreements, interest
subsidies, insurance, food cornrnodities, direct appropriations, and other
assistance, but does not include amounts received as reimbursement for
services rendered to individuals as described in §__ .205(h) and §__ .205(i)

Federal p'·ogrammeans:
(1) All Federal awards to a non-Federal entity assigned a single

nwW)er in the CFDA.
(2) When no CFDA number is assigned, all Federal awards from the same

agency made for the same purpose should be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The tJ~es of clusters of programs are:

(i) Research and development (R&D);

(ii) Student financial aid (SFA); and
(iii) "Other clusters," as described in the definition of cluster

of programs in this section.
G}\GP~Smeans generally accepted government auditing standards issued by

the comptroller General of the United States, which are applicable to
financial audits.

Generally accepted accountino principles has the meaning specified in
generally accepted auditing standards issued by the American Institute of
certified Public Accountants (AICPA) .

Indian tribe means any Indian tribe, band, nation, or other organized
group or community, including any p,lasJcanNative village or regional or
village corporation (as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized by the united States as eligible for
the special programs and services provided by the united States to Indians
because of their status as Indians.

Internal control means a process, effected by an entity's management and
other persom1el, designed to provide reasonable assurance regarding the
achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operations;

(2) Reliability of financial reporting; and

(3) Compliance with applicable laws and regulations.
Internal control pertaininq to the compliance reoui rements for Federal

programs (Internal control over Federal programs) means' a process--effected by
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'-/' c~ nl;Jl'i(-J'~j~;lIl(:r;t d))(j r,~-he)r p':::~~~;=;''..Jnl'J(:.!.J- c-i\:-~::::~gn~cJ
.""_~' '-);'J "C-' '·'~1i.J ;-::J inq ~.:-)e a '~'~';.;'::-~\i~rn~:nt··:-JT- :~hE:-' f(j}~, :_I\;/:;,1'1g

"C; f.JJ u\T,J_cJe
(JL:j.:,:.:~· '" ~ -\J'::~E:.~

r \,'cJ ;'; );'liJJ I,

f "J ; ;' .. ~'J ':-;; ();

(j) J.I~,)rntj \". tIle pr'r~pcJrat,j on o f relia.hle financ~.aJ s t a r.emer.r.s and
(.:.~rl(}~rL r: :

( .i j j Demonstrate c-:~)mplj.anc-::e w i r.h 1av.Js, rf~gu.lat_j oris . and ,.-)t.h{~\T

•.'. ~lll- ") I' :: '.:J(II

,,---)\//':.. '-.::..)rf11 ) d r- j 'Ins I

I\jj,j h;-)\l':"> rl d;:~":'l .._.'t
;lntl t-nl-' pT(I,rl~~lr)nS (jf

rJl'l(J !l1a~-';:-:Y,;-,I,1 [.\:;·e~t. on

(~()nj';-;jr",-'----'

iJ ;cr-,dlC')"iJ:

!

j \ l'.n':.'
: !mrlJ irlJ)(~t=-, r~lJprJ!':mlo-"ln\'

.: Ii'" J

(-j rllJ

j,'lJnd_s, r)r-()pr:·1]rl-y, -i nri ()l-.flP!r a~:;:i'~.l-,S r-lJ-(":' ~--;,,:)f~SP-121)-(JF-'rl dq':'l i r\~':! (,'."-'

{~ un ',)ll,l'J~ h()~"; :/.(.-~d ll:-:-;~\ ~}r :J] ~~J')r)s i r --:.or. ,

.1 ~jan ':Jr I".,)'

~,~!~a'~12y:'";~rffi1ent means any unit of local gove:cnment within a ::;tatJe,
:-,-.nr::~.~l(1.,_nqd. '-=.'c)unty, })()~~)ughl mun i c i.pa Li t.y , city, t.own , t owns h i.p . [Jo.J:isl-l, .l.0,:":c;~
]:JuLIJr' a,,~,~llcJ:ci;:y, SlY'"c~a~L di s t r i c t.. school district, intrastate di s t r i cr.
"~)un,cjl of govenmlenc:s, and any other instrumentality 0: local govermnen':,

Ma-iOJ~ proaram means a Ffede:cal program detennined by the auditor t.o bE a
IYi(J),:")~' p r oo r an. in accD:-dancp v/itb § .520 OJ:-- a p~c)g~am identjfied a s 0 rna j o r
I~_ r)grarrl }~! a ?ede~al aRensy ~~ pass-~hrQugh e~t:i_ty iy] ac~o]~danc~ wi~h

l'1anagement clecisicm means the evaluation Dy the Fede;~al awarc1.i.ng agency
or pass-through entIty of the audIt findings and cor:cective action p~an and
~~~j,=! .-'Lssuance o f a. writ ten decision as to wha t c or r ec t.Lve ac t i on is r.e c e s s ary .

Non-Federal en~·l.,:::v means D_ ~;ta.-:::e, J.oc:al go"t.Jernnlent, or non-jar o f i t;
~"-~FH:j. za ti em.

Non-p~ofit orqani~atlon means:

(J.) any c or po r a t ion , r.r u s t , associat:.ion, c oop er ar.vv e . or o t.n e r
qarLzatj.on t hat .

(i) Is operated primarily for scientific, educational, se:cvice,
charitable, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and

(i i .i ) Uses its net proceeds to maintain, imp:cove, or e):pand :;.ts
operations; and

(2) The term pOD'-profit orgo.nizo..tion includes non-profit .inst it ut i oris
of higher education and hospitals.
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ONB means the Executive Office of the president, Office of ]vjana~,elllent
and Budget,

C>versiqht aoency -Foraucht means the Federal awarding agency that
provides the predominant amount of direct funding to a recipient not assigned
a cogni zant agency for audit. When t11ereis no direct funding, the' Federal
agency with tbe predominant indirect funding s11allassume the oversi9ht
responsibilities, The duties of the oversi9ht agency for audit are described
in §__ •400 (b),

Effective July 28, 2003, the following is added to this definicion:
A Federal agency with oversight for an auditee may reassign oversight to
another Federal agency whicb provides substantial funding and agrees to
be the oversight agency for audit, \lvithin 30 days after any
reassignnlent,both the old and t11enew oversight agency for audit shall
notify the auditee, and, if known, the auditor of tbe reassignment,"

Pass-throuah entity means a non-Federal entity t11atprovides a Federal
award to a subrecipient to carry out a Federal program.

proGram-specific audit means an audit of one Federal program as provided
for in § ,200 (c) and § .235.

Questioned cost means a cost that is questioned by the auditor because
of an audit finding:

(1) Which resulted from a violation or possible violation of a
provision of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
funds used to match Federal funds;

(2) Where the costs, at the time of the audit, are not supported by
adequate documentationi or

(3) Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances.

Recipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out a Federal
program.

Resparch and dpvelopment (R&D) means all research activities, both basic
and applied, and all development activities that are performed by a non-
Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuals in
research techniques where such activities utilize the same facilities as other
research and development activities and where such activities are not included
in the instruction function 0 Development is the systematic use of knovlledge
and understanding gained from research directed toward the production of
useful materials, devices, systems, or methods, including design and
development of prototypes and processes.

SinGle audit meaDS an audit which includes both the entity's financial
statements and the Federal avlardsas described in § . 500,

State means any state of the united states, the District of columbia,
the Commonwealth of Puerto Rico, the Virgin Islands, Guam, American Samoa, the
COmITlonvleaJthof the Northern l'1arianaIslands, and the Trust 'I'en:itoryof the
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,J j, ~ I I ' \ i \ , III J I I; ;,(-,.
:J' "I,', ,I .• V , Ii'

I

,'.:Lu(J~~nt F.;,]JdllC .. J.d.! Aj.cl l:;rl'.i .J;lcJ\)(Il-'::~ '.IJ'<;C-:' ;j;:(lqrdlllS (If qt:::!neIrJl SlU(j(:::lJ!

d ': :·;LdrJ~:(;, :-;u(.~h (J,L; ~.Jl().c:{~~ duL)'I':)~: j ,J~~cJhy T.i 1~ I-:" :;\) uf tne tL~I}'H~~r E:duc.:atjon llC1

)f ,(j()~Jr as ;H]l(:~ll(j(·_~cl, (;)() u,:~.c, J()-/O '?t ;~~) wh ich is adm i n.is t e r e d by thp
I, ,1)(..~par'rll(~!n1_ (ij' E(JU('d~ ,()fl, :JneJ ~;J.n\.).J.dr }>r~)q~··cJm.s p rovide c by o t.r.o r F,:-~d(;]:d_:

Ii :;j' ~JI ,i' ~ Iii ;\I·,~j(:· j"-.lJ' )(jl '1111.7) 'y/)J:,~~ji !_)t',jv.Lde reJ.J.()'VI,<..;Jlj.ps or ;--;.Lmi ,<11'

jf.' ')VI .r . rJITll)H-'" 1'1 \1,;'0 ;I,-j.:::~ ::-'1 ~'Ir i o r .r)rJr:-~C_J r.: (_!rj ':=il_u'JII-~';

"J: I'"

.(;uJ.)r(·~CJr).j(·:IJt rnr-~rlL~; d rJ(in-io'r-.(jr-':JrJ) ~:n~.-_.jt·y that f~ .s F(-:~("jer;JJ (l·vJ~·J!(J.(";

',.'{' J .i": Ill: ,.j /"i.-I.';::-! ..)J;·'(/l.J'fh c:-!n1~jt.y 1.() ~;dr~"y 'Jilt a FedE~l:a.l pr(Jq:'dlU, 11\,11

,JI' ;~lj(:, r)JI J;·)(Jivjtjl.JrJl t.h a t. i,r-; d i'l(~n?~~;~c,~Jry (,f ,such;-I prn(frdnl. 1.1

.ir . II I) I-I!)! nt(1 .i: '\(1 !')(.~ '"-1 ~'f-Icipj(~~n·- 'If ("If hf-lf !:-\prJ(.l~r';:IJ ;IVJ;))"rj~ rJj 1",-::,\,"1!'/, j'~'r)n'

)(";,'1; ,j\.j:J:"J il') rj'!(-'\fJ('\/. (;I.)jr:J(-Jnr:t;=~ ~J.,c;1 ;j".'f',) .,' .n~J :)nL"V,lr"~~r, .~~Ul-)r';'''·:i ,(I"

,,' ,: : ; I ,-J ' ,I ~ ~: ;! : \: t , : J (., ;, § .210,

!:'l,

I)(~ t.:.·l'P(~~.S r)f ,:":t)rnp.l;rJ1I""·'

r';XdrnpJ '-::~s j jle; UlJr-':
'I ,'; ~ r.';' ,I. n ("' ! r ,l ! (., .'~; ," ~I ': ! I

":)~-:11(~-) ~r J:,: ~i:;; J rJ'~!'

.:()Jll) ..I.1.i dlJ~(~' ~ (:'(lU.J,~:7~nl~:lJ~. ~ ,.,] ,-;" .

.';' ~,rj : I: 1'i(' ~':')1l\)':~ ~ ,~JrJi r., "1)))', (':111') f~11 j ,~nv-'J I'
I':; ,VI,"! I l ;)! I

~~ 1l(·~d;'J~; (-I (h.'d.Ir:,'J', dJ:·'t~·.~:·}·,.J~-.(!~·, 1l1('·;~:.:iJcJn1, <): ,~)t.h,::~~~e,j.;~r pr()\I.l'~:JI'l

'j(I'Jr:J:' '))' ",-·;p~-\/,i o:-:e.s ~!,jdt are r e qu i r e o :Ol:: :=']'J':::; COi'lcJUC:t (if a. Fe'.::l.(~ral pXJqXdHl,

"'jJ"-~:;~' '.l,:)()(L-: o r s e rv i c e s may be for an '=)]-~jdnj.z.atior; 1 S own use or for ,:r)~_) 'J:ir:·

;')'-;)j'::'- ) ~lr (:::3 of :..he Fed.eral p r o qrarn. Addi-:ioY1al guidance on d:'stingu,.i:::;;-i-,.lIG
;'){" h "'~u;Jrec e r.t; and. ~ v e ndo r _3 ::)~o\licJed in §__ ,210.

Subpart B--Audits
§ ,200 Audit requirements.

, I

"';nq',~, dtJd.i-:-"

."iVI(", :J-S .C-.;(!C)j,J rl..jv~ ~J ~~;.rJr~J;~ dudlt ::;c!Tldu':~'_f:::'rJ J_Tl d,:"~C;Cl~:''')anc:€' l/,'Jtrl § .500 ~i'.:::':~';,!'":.
"IJ1)r:~;; :.. l";ey ~.Ject to i"lCJ."';Jr:-~ a p~~:)q:'--a,m-.sp~':::~fj.c rJud.i.t (':,~!nduc~~ecJ JrJ ~Jcc:()r:.J(:Jr)~.~~' 'y,I.:tr·
~,-j ~c ;, 'E d ;:J h (c) cJ f '.h j" :';cs r:t j ')n ,

t,:.:) }?rc}aram-sp'9c'; c~Lc ':lUC.U.t ~,': ,=,~;~'i'::)2'1., i;.!hen an aud.it e c e xp e nd s E''':""~cJ(:..!2''2..~

awards under onJy one Federal program !excluding R&D) and the Federal
programts laws, regulations, or g~ant agreements do not require a financi~l
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 Federa) 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 Federa,l awards expended are less than $300, (100
($500,000 for fiscal vears endina after December 31. 2003) Non-Federal
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en-ciLies t l.e t e):p~nd 1es.'::: r r.a r. ~~::;OCI, (JOCI (.;:500, (10(1 [0] [--,-seal yeaLs enciinQ
ai'us.y Ire cetube x 31, :C'(J03) a yeo1' ~r! Fecie2"oJaVieI'cisoee exempt f rom Feci(~ral
audit I'equirements for that Yeer, except as r.ot ed .ir.§ ,215(a), but records
must be evailable for .revi cw or audit:by appropI'i,atE:of f i ci eLs Gf t.r,eFederal
agency, pass-through entity, anciGenerol Accounting Office (GAO),

(e) Fed"erGlJvPunoed Hesse2'c!"end f)ev(~'IOPIlipni'C:en~p",~(FFEDC)
j'jarlacJeIlientof an audi tee that owns 01' operates e PFF',[JC They elect to treat t.he
FFRDC as a separate entity fuI purposes of this part.

§__ ,205 Basis for determining Federal awards expended,

(a) Determinino Fede"al av,Iardse>:pended, The determination of wheri an
award is expended should be based on when the activity related to the award
occurs, Generally, the activity pertains to events that require the non-
Federal entity to comply with Laws , regulations, and the provisions of
contracts or grant agreements, such as: expenditure/expense transactions
associated wi t.hgrants, cost-reimbursement contracts, cooperative agreements,
and direct appropriations; the disbursement of funds passed through to
subrecipients; the use of loan proceeds under loan and loan guarantee
programs; the receipt of property; the receipt of surplus property; the
receipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest subsidy; and, the period when insurance is in force.

(b) Loan and loan Guarantees (loans). Since the Federal Government is
at risk for loans until the debt is repaid, the following guidelines shall be
used to calculate the value of Federal awards expended under loan programs,
except as noted in paragraphs (0) and (d) of this section:

(1) Value of new loans made or received during the fiscal year;
plus

(2) Balance of loans from previous years for which the Federal
Government imposes continuing compliance requirements; plus

(3) Any interest subsidy, cash, or administrative cost allowance
received,

(c) Loan and loan Guarantees loans at institutions of hi her
education, When loans are made to students of an institution of higher
education but the institution does not make the loans, then only the value of
loans made during the year shall be considered Federal awards expended in that
year, The balance of loans for previous years is not included as Federal
awards expended because the lender accounts for the prior balances.

(d) prior loan and loan Guarantees (loans), Loans, the proceeds of
which were received and expended in prior-years, are not considered Federal
awards expended under this part when the laws, regulations, and the provisions
of contracts or grant agreements pertaining to such loans impose no continuing
compliance requirements other than to repay the loans,

(e) Endowment funds. The cumulative balance of Federal awards for
endowment funds which are federally restricted are considered awards expended
in each year in which the funds are still restricted,

(f) Free rent, F'ree rent received by itself is not considered a
Federal award expended under this part, However, free rent received as part
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,210 Subrecipient and vendor determinations,

((-j) (~';cne~aJ. !\rJ Clu-::-Ltee may be 0 r e c i.p i.e nt , a ~llr)T~-=-~.ir)~(~nl,:", dfld cJ
J ,-~ I ]r)o- J r G"',:>(J~~T a j d 1t-/i:1 r d ,S ~y.p~r)cJe:-~d d.s C:J ~-=c.i p i en 1:: 0 t a SllU}~e ''':_~.p.J ,::n r I,rJ()uJ d ):)':;
1;-; jr:.~':":t: t.o i-Judj_:~ uride r this part. The payments r e c e i ved f o r goods or .':'-:i0.~'vi_c,,~~::;

r):-'!"fj'.ir:~~.l d.) a vendor itJo'W.ld not be considered Federal avar cs . The gujda:-lse :;..r)
i)cl: 'J:Filpl':~; (b) arid (e) ry:' t n i s section should be considered ;.n d'?t'?rmi
vlhr:-:tJ')l::r r.,r_J'!'nlen-::.s corJsr:::-ute d ?ed8~raJ dvlard or d pa yme nt for c~()()ds and

; ) i ;; l-~U ~ .!:' a ~ 'J ~l :) ~. :J .
"I," c' -7:~':"1 )'1'-/ ~J ,:;urj'"e:.\r,.,: ,>~:j'

: '

-;-~ 1,_ () ~:, r (:-' ;

; , J-i d :C,: r I::::~p() n :::~,b --'_~_J .- Y ;,-Y'lqrrlHlmatic -j0.ci~;.,~)rj mai:__n~;;

;: I'j) Ha,:: re.sT-Y.::)n5i~)ij 1.ty £~-"'1' a,:Jh~r~TJce ::'CJ appl,~ ~;abJ,e F-=j~~~a,;
;-)~'~);l arrl comJ)~L~~nce yeq\)ir'errlef)t~; dfld

(5) Uses the Federal funds to carry OlJt a proqram of ~he
~rganization as compared to providing goods or services for a program 0f the
pass-through entity.

(c) "aliment for ,;oods and. services, Characteristics indicative of a
payment for goods and s",rvices received by a vendor are when the o r q a n iz a t Lor.:

(1) i='rovicle.s th", qoods and services within normal bus ino s e
ope r a t i o.n s ,
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pu~cLc.serE.:i

(:=:) C!pela~_es ill a corn»e~icivE: eDviroI1IlIerJ1:';

(4) Provides ~Ioocisor services that arE;allcilli"IYto r.he
operatiollof the Federal program; alld

(5) Is not subject to COTllF)liance requirements of t r.e Federal
program.

(d) Use of ludarnent in mal:inCidpte:rminat-;on. There may be unusual
circumstances or e>:ceptionsto the listed characteristics. In mal:ing the
determination of whether a subrecipient or vendor relationship exists, the
substance of the relationship is more important than the f orrnof the
agreement. It is not expected that all of the characteristics will be present
and judgment should be used in determining whether an entity is a subrecipient
or vendor.

(e) For-orofit subrecicient. Since this part does not apply to for-
profit subrecipients, the pass-through entity is responsible for establishing
requirements, as necessary, to ensure compliance by for-profit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance requirements and the for-profit subrecipient's compliance
responsibility. l~ethodsto ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during the
contract, and post-award audits.

(f) Compliance resconsibilitv for vcndors. In most cases, the
auditee's compliance responsibility for vendors is only to ensure that the
procurement, receipt, and payment for goods and services comply with laws,
regulations, and the provisions of contracts or grant agreements. Program
compliance requirements normally do not pass through to vendors. However, the
auditee is responsible for ensuring compliance for vendor transactions which
are structured such that the vendor is responsible for program compliance or
the vendor's records must be reviewed to determine program compliance. p.lso,
when these vendor transactions relate to a major program, the scope of the
audit shall include determining whether these transactions are in compliance
with laws, regulations, and the provisions of contracts or grant agreements.

§_.2l5 Relation to other audit requirements.

(a) Audit under this cart in lieu of other audits. An audit made in
accordance with this part shall be in lieu of any financial audit required
under individual Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upon and use such audits. The provisions of
this part neither limit the authority of Federal agencies, including their
Inspectors General, or GAO to conduct or arrange for additional audits (e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies from carrying out
additional audits. Any additional audits shall be planned and performed in
such a way as to build upon work performed by other auditors.

(b) Fedel-alaClencv to CBY fOl- addi tional audits. A Federal agency
that conducts or contracts for additional audits shall, consistent with other
applicable laws and regulations, arrange for funding the full cost of such
additional audits.
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,220 ~requency of audits,

]1'

(a)\) ';,(; :1;' ,',,' I

\'1 (b) ,i I, , ; r.~ , '~ ,'I r I I ,-) i ! ~; " '""
il, 1 V iIJ t-: lrl r j eli 'I lJ r1 ,j .: I'I...-j ,I r' (' J \! I·' : I (.~ j);,.: , r I ): ) ; I

/\ " ; 1'. -r : (-: () r :: I ( : rJ J q (J V (~ r il In c-:' r : 1 :-JJn:- Ir,' ;'(":'1u, )'(~c] by (~n;'i~;\; tu l: ,(,I, J(

o n ')r1n\l(-:lr~! I, ] qr{"I, :-() Inlr:I(.~;--1() I i-,~; ':iud.i t;:: ),('l,"';.c; fr,·~rn.l(->n: ''/
ue rm.ltted t.o ur.dc rqo I t s i'JlJdjt.s pu rsuan t Lr, tilL" part
rr:!cJ\lj.~c~ment must 5tiJ be .i.fJ e Lf e c t; for Lh~ !:i_j(~nr;jd.) r)~-~;:J(/j

-J' .r' (I

I,.:J!'J ,:I)"inUd, )'1, .1::-:
J , ,:, L L ~ (-j : Y . "' h .J, S
r r I":" "j :J:! .

;:1, }\ny rJ8L-r:'Jrc)f~-:: ~~'gar~i.zation :hdt had biennlal audi ts 'fcir a~~
'·,.r-:'~'lr..~.;j.J pr:~rj.oj,s ending betvJr:-;en ,July 1,1992, and t.7anua:ty J, =9g_~i, .L.'3

:l<;-,:rnu' ~.~~(J to uJ"Jderqo its aucL.its pu rnu an t to this part r)iennia~.i.Y.

,225 Sanctions,

)'.Jc.J d'J'J.L': c os t s rna'}" nE ~~rJ;'JrJ'?:'] (; F;~':Jf~;-a} cJit1(-j rd,~; V,'~'it:~rl rjUd.i ~·_s ~' qu.;.~·t:!~j !~.'/

prJ~'~: L;J-,lr:~ ;-JC)~ h(;:~~rJrna:J:::-:, ~~r )-,(J-VF:: h~..!~n marjr::: :~)u~" n o ; ~,r) aC::'~i~~-':"la;·)c;:~ vt : t.l. ,,~..,_.:;
~~r, (:(!Sf~c; '~J~ ~>~;-Jt.;.rJuc~d ,.;'jCJb~,J ~ :-:y -J;~ U;lvl ..j.!_.J._~,lJ'~Jnc:;~;.~; ~.() YJcJVr.;. ar, due:!,~,

,J,~_:',-:.ed ...r. ;jC~:~j:F:Jd~·I':_:E: vl_~~~:, "-:.1: s pa:'~<-r r(·~,:Jel~aj dU,?[J(,.~-~S (-j,nd J~)'J:-):~~-~-j'ircJ\Jql·,
--:--:-r: _.1.~'~) :-:;;1(-1.;.] _aJ'.~ dpr);c~_)p}:"",a,·.-_'? a c tior: US1Y1g ;:::anc:tiot'J5 ::=;iJcn as:

~li_ () ~

(d) Terminating the Federal award.

§__ .230 Audit costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicabJe
OMB cost principles circulars, the Federal Ac qu i si tion Regulation (FAP.) (t18
eFR parts 30 and 31), or other applicable cost principles or regulations.
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lollovdng
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tG ~ F~at!61 aw~rd:
the

(1) ~'lJE:cost of any audit under t.he Singl(CF~udit Act ?"TllenClTllents
0f J996 (31 U,S,C, 7501 et sea,) not C0nducteci in accordance with this part,

(2) 'l'iJE:cost of audi t i no a non-FedeIal eriti ty "-'hjchhas Federal
awards expended of less than $300,000 ($500,000 for fiscal years ending after
Decemj~ler31, 2003) pEeryear and is tj-lexeJ:lYe):empted under §__ ,200 (d) from
having an audit conducted undex this part, However, this dues not prohibit a
pass-through entity from charging Fedexal awaxds for the cost of limited scope
audits to monitor its subrecipients in accordance with § ,400 (d) (3),
provided the subrecipient does not have a single audit, For purposes of t hi s
part, limited scope audits only include agreed-upon procedures engagements
conducted in accordance with either the AICPA's generally accepted auditing
standards or attestation standards, that are paid for and arranged by a pass-
through entity and address only one or more of the following types of
compliance requirements: activities allowed or unallowed; allowable
costs/cost principles; eligibility; matching, level of effort, earmarking;
and, reporting.

§_,235 Program-specific audits,
(a) program-sDecific audit Guide available, In many cases, a program-

specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance requirements, suggested
audit procedures, and audit reporting requirements, The auditor should
contact the Office of Inspector General of the Federal agency to determine
whether such a guide is available. When a current program-specific audit
guide is available, the auditor shall follow GAGAS and the guide when
performing a program-specific audit,

(b) ProGram-sDecific audit Guide not available. (1) When a program-
specific audit guide is not available, the auditee and auditor shall have
basically the same responsibilities for the Federal program as they wou Ld have
for an audit of a major program in a single audit.

(2) The auditee shall prepare the financial statement (s) for the
Federal program that includes, at a minimum, a schedule of e}:penditures of
Federal awards for the program and notes that describe the significant
accounting policies used in preparing the schedule, a summary schedule of
prior audit findings consistent with the requirements of § , 315 (b), and a
corrective action plan consistent w i t h the requirements of § ,315(c)

(3) The auditor shall:
(i) Perform an audit of the financial statement(s) for the

Federal program in accordance with GAGAS;
(ii) Obtain an understanding of internal control and

perform tests of internal control over the Federal program consistent with the
requirements of §__ ,500(c) for a major program;

(iii) Perform procedures to determine whether the auditee
has complied w i t.hLaws, regulations, and the provisions of contracts or grant
agreements that could have a direct and material effect on the Federal program
consistent viit.hthe requirements of §__ ' ,500 (d) for a major proqrarn, and
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::',' , jr-\;"a.: pr:J~~J~arn I,-j"ldt- includ0s a ;;ummary of the audit o r ' s results r eLa tiv» tJ
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'1::'; Tv,,,:i'j ')IJ"c! C'jS:~S consistent w i t.h the requirements of §__ ,505 (d) (3)

.:i ReDo"t subml ssicm fo" prCJgY::l::n-sDeci fic aud.i t s .
,"=' 'llJd~t shail be comp::'eted and the ,:eporting required by pa r a q r apn

(c) (2) ()) (c) (3) o f r.n is section submitted vrit h i n the ":iulie;' o f 30 :lays "::.0Y
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~',\J.]-)H~i ~~'.~!d V!~ , .. ,) \-~j'l(-= e3-:· .. .ie r ·)f >.l() ~l2:;S a~::'e;~ ;rec:~j.p~ :-"f tnt;.; (-jud.:.+':'G~:':-:;
2~0 ;:":~' '::' t :s ) I ~ ~: \' ~ won ..~h s a f ::.e r :-..h e 2;-1d. c>f ::.;)e a u d .i t. P e ~:.< -:/J , 1);1.1 ~~s 3 a cL. ~ -'~:-~:.-.c~:
:)~.\~:·i,"~.... S ~p~c~_:i.~d in a P:~:-);l2:-am-~jpec.:.1_=~.::; audit ;ru.,ide. i ULle,s3 ::f2s~r~.':'=-f;cl

~jt/.' :-c:--~g'J; ~ ':')fl, '::.!"i~~OJd.j .(-~0 .:.·;hd~.~ T:la}-:~' ~-'~r.J~)r~ ~;~)p ... 7::-:; d"7d::J.abJ.~' fer PU;).L_'·

\~,J v.]j-Jer~ d r.J;:(lqrd.rn-.':-)p~'=.:.1 r i ; d~ld.1.L qu.j,de j3 aVd.J.ldD.Le, ·':.rJE-!

-::-J.'ucL ~.~~: ::j;idJ _ :~ut)nt..i.t t.~c) trJ~: F'S'de~:G~ c~.1t;::a~~~;-Jqhou8e d'C~;:\:;qr;atr:::cJ by ()tvIB ~.~'17: r:;j_,;j

"·'}.l,(':<.:' J()fj f"J.1'··HI P]:0!~or~)cJ _~n aC:C(Jr0bfl'::':e itlJtL § .320(b), as 2pr,i':CdbJ.~: I',) r-.

prc)g~a.m-sp~.~~~L~.ic aud.it , and. t n e Ispc)Ytinq r e qu.i r e d by chf:! prCJ~rr3.nl-SpE:)C:~:':'-~:
a ud ; t ';roicle to be r et a.ine o as an ar ch i "\73.1 copy. ]~l30, t he audi tee 8ho::"1
s ubm.i t to the Federal avra r d i riq agency or pass-through errt i ty the r epo r t i.nq
required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (3) of the Federal progra.rn, a summary schedu.le o f p ri.or a ud it
f In d i nq s , and a corrective action plan as described in pa r a c r aph (b) (2) ',f
this section, and the auditor's report (s) described in pa r aj r e ph (b) (4) (if

this section, The data collection form prepared in accordance wj ~h
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§. ,320 (b), as applicat,le t o G pnl9.caJl!-spec.:efic audit, ar.o UlJe copy of tJJ~S
repc)2'ting j)bcl:agc sL"ll be s ubm.itt.e d tc. r h e- Federal clea2:iJ'JC(11ULlSectesignated
1:»1 0l'~8 to be r ot aine d as an a r ch.i ve I copy, i.s ec , wher: the ~;CJleCiule of
[i,ndings and questioned costs discloseo aud.i t £indin9s or the s.unuuar y schedule
(,f ))2'i.02: audit findings reported t he st.atUE of any audit fi.ndings, t h e a ud i t e e
sllall submit one copy of t.n e reporting pacJ:ac]e to t.hE: Federal clearinghousE: on
behalf of the Federc} av-lbrdin9 agency, 02' diJ'ect}y to the pcsE-througJ'J entity
i.n the case of ix subrecipient, Instead clf subn.i t t i nq t.h e repon:ing p a c ka q e to
\.:.bepass-tlHough entity, when a subrecipient is not required to submit a
reporting package to the pass-tlHouglJ en t it y. the subrecipient shall provide
w~itten notification to the pass-through entity, consistent with the
n,guirements of § ,320 (e) (2), A subr e c.i p.i.en t ITIaysubmit a copy of the
reporting packagetu the pass-througb entity to comply w.i t.h this notification

requirement,

(d) Othel' sections of this part mav app l v . program-specific audits
ate subject to §_,100 r h r ouqh §__ ,215(b), §__ .220 through §__ ,230,
§_,300 through §_,305, §__ ,315, §__ ,320(f) through §__ ,320(j), §__ ,400
thr ouqh § ,405, § ,510 t.h rouqh § ,515, and other referenced provisions
of this part unless70ntrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations,

Subpart C--Auditees
§__ .300 Auditee responsibilities,

The audi tee shall:

(a) Identify, in its accounts, all Federal awards received
expended and the Federal programs under which they were received,
program and award identification shall include, as applicable, the
and number, award number and year, name of the Federal agency, and

pass-through entity,

and
Federal
CFDP. title
name of the

(b) l~aintain internal control over Fedel-al programs that provides
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a material effect on each of its

Federal programs,

(c) Comply w i t.h I aws , regulations, and the provisions of contracts or
grant agreements related to each of its Federal programs,

(d) Prepare appropriate financial statements, including the schedule
of e):pendi tures of Federal awards in accordance with §__ , 310,

(e) Ensure that the audits required by this part are properly
performed and submitted when due. vlhen e):tensions to the report submission
due date required by § ,320(a) are granted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse designated by OI'1B
and each pass-through entity providing Federal awards of the extension.

(f)
preparation
action plan

FoLl ow up and take corrective action on audit findings, including
of a sUllUTIaIYschedule of prior audit findings and a corrective
in accordance with §__ ' 315 (b) and §__ ,315 (c), respectively.

§ ,305 Auditor selection,
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;Iiilll

I"~: I r' I :I{-"-(:: rj:i r' t_;;' (\~.{.,: ".:J Jjt' 11/\__.; -JlTllllr_!r. ~-!1.1 II ;:.ur1., J .-:;)I,:,~rl !'lj.;

,~j))d dm(~::j'J(_\rJ l\ll ',{;r, :;j):;~~r: (Jr);~i;··)p;-.J':JLf~1 .~i ';~_d~ __';()))!1 ,"1,

11,-,' ;(), 11[Jr;jf{);-rll f\CJrn.,lIJ ..t;L)"(i .v: !)J'qu.Jrl:;IIl?~n~_::; 1.0.;- Cran'","; eJllrj )l,qr(~~~TH(-~IJ~_.:; YJ.;~I'.

; 1':.(:'.:1~· ~J:_~ C)rl~:; "if il, qh(-~r r:;rlu: eJ If J!(;;;j.J; ~_a_!::; and Otht-:r ;·j()n-J'),jfj t

J)'qdn.i.;:dLjuns,ll ell' l_j)(~ F'/\F~ ,rlU ,~:Jo'}) pr_-JrL ~?jf a,~_; dPpJj.(:ab.l~ (Ot\1B C.i.rcuJd;',c; (j~'r.-\

';j\}aJ.l.cJhJe ;~)'<)m :.}Jr:.~ i);il,.':r-_~ /)f /\rJm;rJ;,<;Lrat.icJn, PuJ:-).ljC(JLj:~)nE-; Dff.;ce, r oorn
)'j:-,"IJ )~:;,:r:::,,:-:u~_:V(~~ ~;:,;j"C r;~~".l,:J_, ~Iq, v/{-J~;L.;.:·j';;:'~)r., ~)C :'::OS()~j). l/lnleneVer possib.J(;"
dudiLE'f:~::~~ ::;haJ,J nlal~(:! P(j~;it-"j.VF_\ (::f£O"t"L3 t.o u tiLi ze srnaJJ. btl~;i,:-l(~SSeS~1 rni;)Ul-;'-/
ovn-lec1 ~i1:--nl£~I a.rJd wornon ' S bu;~_ine,s,s enterpr-i.ses, .i n pr o cur inc a udi t. s e r v.i C'!~·;(j~~
,;taLed .in UJe f',· ]()L: Common Rule, l)'vIB Circular A-110, or the FAR (4fJ CTP r,d;-:·
11:-'" elf': appJicnhlp, In rC'CJue,:LLnCf)::)):oposals f o r audit services, the
lhj("-'ct:jvr:~:::} r:lrJcl ~r'r)pe (_'If r.he audit' ~·;hou]cJ be made clear. r'act.or:_~ tCl hr;-I
('n));-;jrjP),prj it; pva]llatinq f-:-'Fl~h prr)pr);'-'-;rlJ for ,judit s0r'..rice::: i.ncJurl~1 ~-Jl(-'

'-(;.":r)ur)~;i V(-:-~)I(_~l,(:;:; i.o LIV':.' ~"r:~(_JUf::_'~~t· fcn P!'O))O;:id.l1 re.lr:.)V2-J.~'lt. (~/~p(·;r·jr~~Yl('(-:I, aVrJ;,dr,; "

:)[ ,c';',-,d;"f w i t l: pr()ff-:-~~;~~.I-}1-!t:Jl q\Jajl~;j(:ar ..i o n-: dnd \-(-:-,'_:hi"j.Jcr_d ar;,i.J LiP.'::, ;-.1')(;, :'I;~',',;.·

,:)L ".~zt lC::'J")'lClJ quaJity (:()n~::.;.-()J }'eViC"''v,I:-:1 and p1:-i(~e,

;,1,

(b) Ref;q;:ict!.orJ on auditor prepad.nq ind:i.l'ect co:c;t propo,,;al;:-; M.
dudltDr who prepares the lndirect cost proposa] or cost allocation plan may
111)\ 2JJsC) be seJeered to perform th0' a ud.i t required by this part when the
i II,-JI re"\- ':·)s!.s l-~:('()"ln:·c~d hy the (Jud:i :-.ee~l\Jrjng ::he p r i or year ('2zc:eE:c1f',d ~::
m 1 i j '-)n. 'Jlhl.~~ )rD.~~1,-!-) ("'\ j r.Jrl ;:.lpp,) j E~,r. t-r) the basE:' ,y~;lal'" 1l~',e,::1in the prr::nJa~-CJ~_: .»:
".))?:~ !)-JdJ ;'e("'~' r'r:):-~!"' ]")),'r)]Y.):·;a'] ,,)}- r.'(")~;t r:l.) JCJ-:::2.lt.i<JrJ plan and any ~;ubsequent: j(~r.i.;':~; ,;!

wh ic h the resu] [inC! Jndi]'("r·:-. ':C)st ClgJ-eernent or cost a Ll oca t ion plan i ,; u,:c,c1 [.-)
rc-'covc~r r·o,:u;. 1'0 rn.in i.mizs- a rry eli s r up r. on in existing contracts for a ud i \
:,;(c~nT.i r:es, thi s paraq:-aph appl.i es to a ud i t s o f fiscal years beginning ilft-er
,i11rJP :\ 0, ] "()'{,

lei Use of Federal auditors, Federal auditors may perform all or pa;--
rrf the work required under this part if they comply fully with the
:-equ:~rements of this part,

. 310 Financial statements .

ra ) F'inancial s t a t.cmori t c . rl,'he auct;.~ee sha):J r);-~pa.rE-~ finan.c.i,a.l
~:~:a~_enlent __.s: ':.hat re:lect . t.s f~.nanc:ial pc)sit..i:>n, r'3su'Jts ('.Jf opE~rdt~jon2, Cft

r:rJa.nges in net as s e ts , and, v"here app r opr i at e , cash fJ')\NS f or t.he f:i.ssal y::cl.~~
i:l1JrJj ':.ed, The financial 2.tatements shall be for trJe same or qa n iza t jonaI ur.: ':
and fiscal )rear that is chosen to ITleet the re~li.rements ~f ~hj.s part.
i-loIo'Jever, o r qan i aet iori-wi de f inaric ia I statements may a l sc include d,-=:pi3.:-tmerLs
a(:jencies, and other c;rganizational un i ts that hav e s epar a t e audits in
accordance wi t h §__ , 500 (a) and prepare separate financial s t a r.ement.s.

(bl Srhedulp of expenditures of Federal awards, The auditee sha~i
F), 1SC) pTerJa re a s cheduJ E-' of expendi tures of Federa.l av·rards f o r the :pe}-j()(J
r:cnrered by ::.[Je e ud i r.ee ' s f inanc i al statements. \AJhile not required, th",'
i;11.Jdit.ee may choose to pr ov i do .irrf c rrnat j on requested by Federal awar::J.i;Jg
agencies and pass-through entities to make the schedule easier to use. For
exampl e, when a Federa.l program has mul tiple awa r d years, the audi tee may l:,s ':.
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

(1) List individual Federal programs by Federal agency, For
Federal programs included in a cluster of programs, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended
shB.II be shown ei ther by indi vi duaI award or by Federal agency and maj or
subdivision within the FederaJ agency, For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services,
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(2) For Federa] awards received as a subrecipient, the name of
the l)aSs-throu~rh entity and identifying nwnber assigned by che pass-through
entity shall be included.

(3) Provi cte t.ot.aI Federal awards expended for eacll individual
Federal program and the CFDp, number or other identi fying nurnber when the CFD?
information is not available.

(4) Include notes that describe the significant accounting
policies used in preparing the schedule.

(5) To the extent practical, pass-througl1 entities should
identify in the schedule the total amount provided to subrecipients from each
Federal program.

(6) Include, in either the schedule or a note to the schedule,
the value of the Federal awards e)~ended in the f01TIof non-cash assistance,
the amount of insurance in effect during the year, and loans or loan
guarantees outstanding at year end. \!Ihile not required, it is preferable to
present this infolTIation in the schedule.

&_,315 Audit findings follow-up,
(a) General. The auditee is responsible for follow-up and corrective

action on all audit findings. As part of this responsibility, the auditee
shall prepare a summaryschedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current year audit findings. The
summary schedule of prior audit findings and the corrective action plan shall
include the reference numbers the auditor assigns to audit findings under
& __ ,510(c). since the summary schedule may include audit findings from
muLti.pLe years, it shall include the fiscal year in which the finding
initially occurred.

(b) Summaryschedule of prior aud; t findings. The swnrnary schedule of
prior audit findings shall report the status of all audit findings included in
the prior audit's schedule of findings and questioned costs relative to
Federal awards. The sununary schedule shall also include audi t findings
reported in the prior audit's summaryschedule of prior audit findings except
audit findings listed as corrected in accordance with paragraph (b) (1) of this
section, or no longer valid or not warranting further action in accordance
with paragrapl1 (b) (4) of this section.

(1) \!Jhenaudit findings were fully corrected, the summary
schedule need only list the audit findings and state that ·corrective action
was taken.

(2) Whenaudit findings were not corrected or were only
partially corrected, the summaryschedule shall describe the plam'led
correcti ve action as well as any partial corrective action t alceri .

(3) \iVhencorrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federal agency's or pass-through entity's management decision, the summary
schedule shall provide an e~lanation.

(4) \rVhenthe audi tee beLieves t.he audi t f h'ldings are no longer
valid or do not warrant furtber action, the reasons for this position shall be
described in the summaryschedule. A valid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred:

(i) Twoyears have passed since the audit report in ~fuich
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ITl'ji=' Fr:-!:-ir:-~;"(-jJ ;:Jqerlr~y 'Jr PCl;;S ~~hr~)'lql'Jr=-~nt.i t-:/ :'l()~-

"i):-' ,.,::' J.y' :-,,)) lV} :l(f Jr' \1.'.,' r: 'hr:' (-jtJ(J;'-~t:, or: 'h~' rnJd·;t r I)")r]jnq; and

lei Corrective actiOYU2_LiJ.n, I'.t U1'2 compLe ti on of :he audit, t]'Je
clud.J~ c.'(~ shaiJ. plrepflre a ~~;()rrF}ctjV(~ ac ti on pJan to address eacb audit :in:L.nq
jrl':!ur-j(~JrJ in t.he «ur-r-t:.~n1~ ':/':-~;J}- r)\Jd.Jt.cn-'s rAports. The (~or)"'ect.jvE~ a c ti or: )~ljiJn

:~tJa!.l P;-':;~Jj'jp' t~h0 Jjarn(:~(;,) ()f ~~he ~:()n',:d(:t: per::;on (8) responsib:;.e for cC)j-r~~("- ~ v=.
dr:!~"J '-J]") , :.hr:-~ cr)Jr)r(=ct. j Vf:' 21('\ jon pJ ann(~d, and the ant:icipa~-,ec1 completion '::"121;- 0'.
] r "hI" ~J\vJj i',f,e rjoe,,, no t dC[)''''''' wi I:h l:hf; aud i t f .ind inq s 0;- IXcJ:ievE';s r:o~~:'c":" J '),C,
dr:l-IC)rJ I c' l'l(lt", )'PC}u.J r.::-\(l, r ho n ih= (:orrr-'c-:tJvC:' ar:t.jon pl an :::halJ :inr'll)d~' ;;tn

"./.:'); ,j)"jrj 1- i r-J.rv:J :;p~r.' i : I r : r,~:'a::;')rl:-:-,.

. 320 Report submission .

I FI I r],=,nenJ.i, 1')IP ,]1](1 i r e:hal] I'll? complel'cc'c] and tho? Ciata ec) I i P(·\: i)~1

f"I'rn rj",,,wr i,jled in pa~~acrraph (b) 0;' this section a.nd reporting packaq("!
'-l(-'l.r;r'~·j.!-)V.~rl :.n pF.l1:'2Jqraph (c) Df r.hir: section sha1:J be .c::uhm)t'_t-.f~d wir.hin ~~hF'
"'ar!I"')' r'lf ';0 rJi'lyel 2Ifl(.~)' rpr:pjp" (If thF: auditor's l:eport.(sl, or nino? IlInnUI.';

CJr'~f'IJ Lh,,' -md elf t:Ilf, aud i : ),!(.:rl':JCi, un]flss a Loriq er pedod is aqre,,!d r.o :rl
advarlc;"" bV Ule (;oqn,;;,:ant or (lv("rsJqht i3qenc:y for audit, (However, fur ;',,'l',,!
'l"-!clC,: jJ'c:qj,llni.lJ~J on or nr"fun'l .r urre ,~O, j'JCJiJ, the aud.i.t; sr.all be compleUc'd dll':
j'I'lP ,jata (:ul1ectJon [01:m and repo rti nq package shall be subm.i t.t.ed w i r.h i.r: ','IV'
~arljer of 30 day" after receipt of the auditor's report(s), or 13 months
dfteJ: the end of the aud i t. pe r i od . ) Unless restricted by law or regulation,
the auditee shall make copies available for public inspection.

(h) :Jata Collection. (1) The audi tee shall submit a data c o t t.ect i on
t o rrn wh:ich states whether the audit was completed in accordance w.i t.h this par t;
dnd provides information about the auditee, its Federal programs, and the
1',='SUJt s of the audit. T:1e fO::'!f1 shall be approved by OMB, available from the
Federal cJ ea r i nqhous e designated by OMB, and include data elements s im.iLar t.~)
!~ hose presented in this pa r aq r aph . p, senior level representative of the
dudjtee le,g" State controller, director of finance, chief executive offJcer,
o r ch i e f financial officer) shall s icn a statement to be included as part o f
Lh0: form certi tying that:' the aud i tee complied with the requirements of thi:',
;:)iJi-t, the I orm was pr epar e d in accordance wit.h this part (and the .i.ns t r uc r.Lons
ir:c::JlilpB,nying the ICJrm), and the Ln f o rme t Lor. included in the form, .in .it.s
21'1':._iJ:~~"y a r e a ccur at e and complete,

r;'he ~',ype (j:

~hf-; audi t ce
cJpini'JD, or

repOJ:~ ~he auditor j.ssued
(i ,e., urrqu a I i. tied
d.i s c La imc r o f opinion) .

0::--) ~he =i.Yia~'lc-,.dl ;::;::'a'-~Hle;')<:'
~lUD.li:~ed opi-~J.i;:Jl-l, dC~J~~~ .;:;e

V\Jbere applicable, a. statement t.hat. significant de f i c icric ic s in ~_:-1:.';::.:j:-:ld1

control were disclosed by the audit of the financial statements 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 significant deficiencies in internal
control over major programs were disclosed by the audit and whether
any such condit.ions were material weaknesses.

(v) The tj~e of report the auditor issued on compliance for major
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(vi)

(vii)

(viii)

(ix)

(x )

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

P"C)~J"arns(j, E:" urrque Li I i eel opinion, Cjui'lJified opinion, adverse
opinion, or d is cLe iruer of opinion) ,

A list of the Federal awarding agencies v~ich will receivE: a copy of
the reporting pacLa~le pursuant to §~_. 320 (d) (2) of mm Circular

p*- J.33.

A yes or no statement as t.o whether the auditee Cjui'llified as a 1011.'-

i i s l: auditee under §__ .530 of Dl'm Circular 1',-133,

The dollar threshold used to dis tinguisll between 'Type P. and Type B
programs as defined in §__ , 520 (b) of OJ-lB Circular p,-133 ,

The Catalog of Federal Domestic Assistance (CFDp.) number for each
Federal program, as applicable.

The name of each Federal program and identification of each major
program, Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards.

The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.

For each Federal program, a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any questioned costs:

(A) Activities a l Lowed or unallowed.
(B) Allowable costs/cost principles.
( C) Cash management.
(D) Davis-Bacon Act.
(E) Eligibility.
(F) Equipment and real property management.
(G) Matching, level of effort, earmarking.
(H) Period of availability of Federal funds.
(I) Procurement and suspension and debarment.
(J) Program income.(K) Real property acquisition and relocation assistance.
(L) Reporting.
(M) Subrecipient monitoring.
(N) Special tests and provisions.

Auditee Name, Employer Identification Number(s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.

Auditor Name, Name and Title of Contact Person, Auditor Address,
Auditor Telephone Number, Signature, and Date.

\l\lhether the auditee has either a cognizant or oversight agency for

audit.

The name of the cognizant or oversight agency for audit determined in
accordance wi th §~_. 400 (a) and §__ . 400 (b), respectively.

(3) Using the information included in the reporting package
described in paragraph (c) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to be
included as part of the data collection fOlTI that indicates, at a minimum, the
source of the information included in the form, the auditor's responsibility
for the information, that the form is not a substitute for the reporting
package described in paragraph (c) of this section, and that the content of
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, ;,i'

.310 (a)
ilflcJ
i:Tld

(;":.'}·Jl::-~du.J'::'o f ezp(:~nct~tur~~::-~ .i:
§ .310(b), ~'(·!~~p0)r:l:.jVt-:::V;

§ .31S(b);

" ! .505; anci

(:'-):"'r~_·ct:.jve Cict.ir~n pla.n discus;:;(=:ld .i n § .315 (c)

'!I ::;Ublll.i.~.:;I.i())j·..CJ c:Jearino)-)ou:':e .. JlJJ a ud i t e e s .<;lledJ ,,~uhi\l:1 I." '.:11-' ···.1··:.1:
·':a:'jllrfi-tO-.J!'lr.' c]c:3Jqnac_ed by :JJvJP, d s i nq lo copy of the cl2I;~a cc.J"jr; I',;,

J.-:_,~;-.--.';-jb'·:cl .. n parClCp"clph (b;' ".)f ~hj.:_; ;-J-=:ctj,Q1'l and r.he y:-~por~.inq Pd(~}':d.j'·' ,).:.; .;1'

.. J parr.J:J;~(j})lj (c) )f Lh~s .s(-:J(='~_j,'_>r).

:~,) b.clcllLional ~:ubmi3sj.on by 3ubrec,ipients, (1) In addition ':.0 t n--
(cquol'",me:lts dis ou s se d in paragraph (d) of: t h is s e c t i.on. auditees that a;:-e

d~SC,) .'~ilbre':.il)jents sba.:i ,'.ubnLt to eacrJ pass-through entity one copy o f C.~Je
repor-ing package clescr~hed in paragraph (e) of this section for each paS3-
U:r::)\.Iqb entity when '~he schedule of findings and questioned costs disclosed
cl'.Jc]jt. finc]ings r e l a r ino to F'ede r aI awards that t.rie pass-through entity
;:')':1VJ rj",d cd' ':.he summa)'}' schedule of prior aud i t, findings reported ':.he S::c':':]?'
c)f omy FJ\ylj~. :inoings r~,la'::ing to FederaJ awards that the pa.ss-c,hrou9h ,,))'!-;'-;'
I" . -,,1 -I~,rl.

(» Instead of submi t t. inq the reporting package tel ~I rJascl'
!-IT':':'/USJl'l ~n::-.';~~yI V\71-l-3n a sub~-ec:j.pient .is J.1()t required to submit a. r7.!pr~r~~.....nSj

!:)21:~J-cacJc,'.') a pa.cIs'<.h)'CJ\Jgh e~lti'::y pursuant. ':.0 })aragrapb (e) (1) of ':.h::_~~ s'c:r;".

t})e sub~-ec ~nt sha~l p~Dvide wrj.tterJ notification to ~he pass-thr~,)gh en~_
'::.:-J.o.t: an aud i t, of :::.he 3ubrecipient V.!2tS conducted in acsordance wi r.r: :.h:~s jJCL'

: :~nc~ClcLng the perjod covered by the audit and the name, amount, a.nd::1";:;l.
numbe r o f ".:be ?edeJ~a=_ awar dt s ) prc)"",rj.d.~d by tl'le pass-thr:)ugb enti~.y'l; :-~}-Je
:c;':bedu]e of f ind i nq» and c[uestionecl cos t s: disclosed no audit "indings!'PJcj'
~Q ~he FederaJ award(s) that the pass-through entity prJvj_ded; and, ~he
:::->J.mnla~-j' schedule o f pr i;.r audi t findings did not repa]'"t on t rie S':-:-dtUE', o~ Ct..:/
audit ::indinqs relating to ':.he Federal award(s) that the pass-through enL'-,
provided. A subrecip}ent may submit a copy of the reporting r~ackage de.srT.;,""
.i n pE12:agraph (e) of th i s section to a. pass-througb enti~y to comply witb ':':;~s
no t i.Li ca t i on ~equirenlent,

(f) Eeguests for report copies. In response to requests by a Federo_l
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (el of this section and, if
requested, a copy of any management letters issued by the auditor.

(g) Report retention reauirernents. Auc1itees shall keep one copy of
the data collection form described in paragraph (b) Df this section and one
copy of the reporting package described in paragraph (e) of this section on
file for three years from the date of submission to the Federal clearinghouse
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designated by 01vffi. Pass-through entities shc.llLee]:>subrecipients'
submissions on file for t.hreeyears from dac.eof receipt.

(h) Cleari!"Jghouspl'esponsibilities. The Federal clearingl10use
designated by 01vffi shall distribute the report i.ncIjacka~lesreceived in
accordance with paragraph (d) (2) of this section and §_~.235(c) (3) 1:.0
applicable Federal awarding agencies, maintain a data base of completed
audits, provide appropriate information to Federal agencies, and follow up
wi.t.h known auditees which have not submitted the required data cCillection
forms and reporting packages.

(.i ) CIead.llcrl1ouseaddress. The address of t he Federal clearinghouse
currently designated by Olvffi is Federal Audit Clearingbouse, Bureau of the
Census, 1201 E. 10tl1street, Jeffersonville, IN 47132.

(j) Electronic filing. Nothing in this part shall preclude electronic
submissions to the Federal clearinghouse in such manner as may be approved by
Ol'W. \flithOlvffi approval, the Federal clearinghouse may pilot test methods of
electronic submissions.
Subpart D--Federal Agencies and Pass-Through Entities
§__ ~.400 Responsibilities.

(a) Coqnizant agency for audit "esponsibilities. Recipients expending
more than $25 million ($50 million for fiscal years ending after December 31,
2003) a year in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unless
OMB makes a specific cognizant agency for audit assignment.
Following is effective for fiscal years ending on or before December 31, 2003;
To provide for continuity of cognizance, the detel~ination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and every fifth year
thereafter. For example, audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awards expended in 1995. (However,
for states and local governments that expend more than $25 million a year in
Federal awards and have previously assigned cognizant agencies for audit, the
requirements of this paragraph are not effective until fiscal years beginning
after June 30, 2000.)
Following is effective for fiscal years ending after Decembel- 31, 2003;
The detel~ination of the predominant amount of direct funding shall be based
upon direct Federal awards expended in the recipient's fiscal )rears ending in
2004, 2009, 2014, and every fifth year thereafter. For example, audit
cognizance for periods ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004. (However, for 2001 through 2005,the
cognizant agency for audit is detel~ined based on the predominant amount of
direct Federal awards expended in the recipient's fiscal )rear ending in 2000)

Notwithstanding the manner in which audit cognizance is detel~ined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit. \f\lithin30 days after any
reassignment, both the old and the new cognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and
auditors.

(2) consider auditee requests for extensions to the report
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': i; hnl c; S i :jII r.,J J (j ,. (-, ; I~~iP; ; ,-~r) '~)i §~ . 32 0 ( Cl )

'11':"1';' 'f";'J:'!' -,','-' ,-'~';; .' ,..)!-;~~ r',-I;- ~ir)',:-! ":J'J~~<',

';-'!,,-,

I i,) ~')h1..Cli II ())~ (:rj~'I(hJ(~r ,'-JtJd "'/ (·':.J~l' )'-.'-)] ),p',r:: t::.~W.C; (yf ;,.:-~J :.;...,r,j·.::::-,rj

rll):..!, ~,:-: nld(]'~' h:/ JJ()lJ-F·~~dr::!;-dJ dud~ r o r r.. ariel r)r",·l\;~:.-'Jr---.: :,118 r esu irs . \t.,lhr:.:l'l

,:1ppr',:l1J1'; d!,-,>-" t-.C) o t he r j.nl~rF-2~~t.8d O~~~JCl ..n i z a : j on~;,

(t] I Promptly .inf o rm otlv-J;- aC:",ctecl Federal agencies and
d).!pnJpri.al.e F'ederaJ li:lw enforcement o f f ic i als of any direct reporting by '::.he
i'JUdJ~-iC·E'(JT II"..Sauditor e,P IJTecrulantJe:o; or jj]pqaJ acts, as required hy Gf..C/l.S
f)r Jav,Js rind r~JquJdt-JOns.

i",1 /l.civ)se ~:he aud.it.o r and, IJ/here appropriate, the aucll,"",'''' 'if
'Iny 'Ir"Pi('I"mr:j",s fnunc] in the aud i t.s when the defjc;iencies requiu" C:(Jl~)"",r;I:J\!'~
(J':!-))n h\' :-h(~-' dtJd,I:,·.I-)r. l[,JiI~rJ advj.s~c1 of df:ficienc:j_es, tbe aud i r e e ,..-;j'ldL.l It..VI:J-'.

vi . ~.h :_)Jl~.' dudj t.CJ): :~() Lal~E' r:C)j:r~:!(:tj v=: dCL.i,()n. Tf r::()rr(~ctjvE~ ac ti on j ~-.. nul
":II:~m, UJE' C:C)Cflij,;.',ant.dqerwv fur audit shed] notify the audi t.or , t,:I'-: du'.1i\.·-,,:,.
,lllcI app}jcabJe Fc~clenll awa;~djng agencies and pas::;,throu9ll en t i t ie s f Uj'~
!'d"':S and mal\!o:'rer:Dlnfl1endatieJ;'Js for follow-up ac t i ori , }I'jajor inadequar;i~,': '.t
1-,e'1.!"'i j t.. i\I~: ?'ub.':tandarc1 pr.'J'fDrmanc:e by aud. t.or s e;hall be referred to
'-'lpr))':-)f}(-- dt-e .(:1·cl~ (-:~ J jr:r·.~;·l::;,i nq aqf--~nr.' :.02;; anel profe~-~s j :")TlaJ bod] es for ~]i;;r~ipj .~:-lCJ1~)
(-1(: t. Jon.

i(,1 ~~U''!J''J.lIJiJtc:, _,J Lhe (',;',lent prdctJcal, audits or j":V.I,e,w"
ItlrJue by UJ: [or i"eueral dq~,nCJ es tha t a r e in acJd.it., on to the aud i t s i\\ddf-:
plIL':uant to r.his pa r r.. so that I·.he additjoniJ.I audJ Ls 0)' review:", hUJ 1('1 '.1.;""1
;J\ldits performed in accordance with this part.

(7) Coordinate a management decision for audit findings that
'I; '"r; t ::.he Pedera::' programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
dlW)ng auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under §~~. 220, consider
(l\lcJi".ee requests to qu aLi f y as a low-risk aud.i t e e under §_~.530(a).

(ul Oversight aqency for audit responsibilitie,c" P.ll aud.it.e e whi ch
'lues not have a deSignated cognizant a~lency for audit wi Ll. be under the
;Jenera} ov e r siqh t. of the rederal agency de t.e rrn.ine d in accordance wi t.h
§ .105. T;-le ov e r s iqrrt: agenc:y for audi t :

(1 I 3hall provide technical advice to auditees and auditors as

(2) May Bssum8 a.i.l ()r some e)f the ~~esponsibilities no~nlaj,~y
~)e~~~~med by a ~Qgnizant agency for audit.

(c i Federal awarding agency responsibili tips Tlle Federal. C1vofClxding
'::\9":'1I(;Y s ha l.I perform t.he following for the Federal awards it make s :

(1) Identify Federal awards made by informing each recipient
of t he eFDp. title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal
award.

(2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or gra.nt
agreements.

(3) Ensure that aud i t.s are completed and reports are 1:(o:(;8:',led
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a,n co t i.me Iy manner and .in acco,~dance\I,lit.r, the requirement.s of t.hi s part.
(4) Provide technical advice and counsel to auditees and

auditors as requested.
(5) Issue co management decision on audit findings within six

months after receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action.

(6) Assign a person responsible for providing annual updates
of the compliance supplement to OlliB.

(d) Pass-throuq}-Jentity responsibilities. A pass-through entity shall
perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing aa ch
subrecipient of CFDp, title and number, award name and number, award year, if
the awar d is R&D, and name of Federal agency. When some of this information
is not available, the pass-through entity shall provide the best information
available to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them J~7
Federal laws, regulations, and the provisions of contracts or grant agreements
as well as any supplemental requirements imposed by the pass-through entity.

(3) Noni tor the activities of subrecipients as necessary to
ensure that Federal awards are used for authorized purposes in compliance with
laws, regulations, and the provisions of contracts or grant agreements and
that performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 ($500,000 for
fiscal years ending after December 31, 2003) or more in Federal awards during
the subrecipient's fiscal year have met the audit requirements of this part
for that fiscal year.

(5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective action.

(6) consider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

(7) Require each subrecipient to pelTIit the pass-through
entity and auditors to have access to the records and financial statements as
necessary for the pass-through entity to comply with this part.

§ • 405 Management decision .
(a) General. The management decision shall clearly state whether or

not the audit finding is sustained, the reasons for the decision, and the
expected auditee action to repay disallowed costs, make financial adjustments,
or take other action. If the auditee has not completed corrective action, a
timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may request
addit ionaI information or documentation from the audi tee, including a request
for auditor assurance related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any appeal process
available to the auditee.

(b) Federal aaency. 1',S provided ill§__ .400(a) (7), the cognizant
agency for audit shall be responsible for coordinating a management decision
for audit findings that affect the programs of more than one Federal agency.

23

fJ'T!\CHMEI"-lT 8 .
. 2- 2.,'1 ')

P!\GE " .... :: .... OF ... 2:/. ... PAGES



;'(-'~:r)',)rJ~~; j);,

r;' '-.' ,J r.:, ~-;J 1 ;'1 \1,/;') , .':J ;',
llkJj',I--~.c; ~'() ]-~~r.';r):e:-;t .'" !'..;It-~:~}')(j(~: r1rr(Jn~I(~~nll?nj-.,c.', mav hI-: nli'ldF-"' (irj (I r'';'J0~'-h\1 "'f.!:-;,

)"j(J.c;.j~; )"1'/ c!qr(;..,?'~nl(~nj rJlnOl'Jq ~.hr~-,' Ff~cJF'ra j dqp.l'lr: j t:~::--; r:nn('c=-!TrJF>d

ICi !'il":~:-[.hro\JqJ] entin, /'.'~pl'Dvirjpd in §_.__.:» 400(d) (5) the pClc:c~
[.111'IU(lhent ity oJha.JJ be r",sponsibJI'! [Dr l1Ia)'.:in~]t:he mCU1GiClellientdecision :ell:
a udi t f irid.inq» that r e l.er.e to F,:=!dl~r-(JJ aVJarcls it rne.ke s ',':0 subrecipient_s,

lei: ·;',1.1I1el'eCjll.J.rrclJlIenU;, ')'rH? en t r r y responsible for ma k ino the
J1k_;1ICJ']~111ent --jr:,c:j,sjeJ1J :=;j'lrLj.i c:J(J ~:() v\lj~-jlJ_n ::;J.y ruor.t.h s o f re c e.i p t CJf cl'le a u d i
;'-'::!J~)rJrt (:()rT+=-!ct.i\'E' (Jr'tjon ,c~houJ.cJ h~ i.ni ri e r.ed w ir h in six months after ;-'(::,r:,.:.\ ;)t
.-d: l-h~ Clur:iJl )~'=:~r.lr:)y~ dnd prc)f'<?E::c1 as r ap i d l y as po s a ib le .

Ic.• ! pc"fi:'L~2IlCEc' riumbe r s. lVial'Jaq0,lrlentClflcisions shall i.ncJude the
",- .:~l' /.::rlC(·! J'lullily:~r-~; t. hf--~a u d -)t or a s::~.i gned ::-.0 ~~ac h auc1i t f .indi nq in ClCC0::- 'lCl n "'~'
v,I;'h § 510(c)

Subpart E- -Aud i. tors
§ .500 Scope of aud:i.t.

(a) (;enera.i., TIle i:ludit ,;haJ.J he conducted i.n accordance vnth GI\CA,':,
C)'he audit shaU. cover ::.hf' enUre upel'aLicJlls of: the a uditee : or, at ::.110 Of!' ',J.

()f :.he aud.it.ae . ;:;;uch audit s ha.i l .i nc Iude a series of audjt:,S ::.hat cc!ver
::lcj:Jartments, agencies, and other or qa n iz ot ioria.l un.it.s wbich experided 'Jl
·,:~hl"rw:~.se admi n is t.e re d Pederd] award~; du r inq such fJ,scaJ Y':eal', proviclf'cJ :,'liJ:
each such audit: shall encompass the financial statements and schedule (lr

expenditures of Federal awards for each such department, agency, and other
c)r~Janizat:iona] uni t , which shall be considered to be a non-Federal cn t ; t y ,
'I'he financial s t.a t ernen t s and schedule o f experid it u r e s of Federal awards sh",,,,
i~Je ~()r :::':'le same f is c a ; year,

(b) Financial statements, 'l'he auditor shall determine whether the
financial statements of the auditee are presented fairly in all materia]
respects in conformity with generally accepted accounting principles, The
a udi t.o r ~;haJ.1 also determine whe t.rie r the schedule of expendi'::ures of F'edeIa~
2Jwa~'ds~s pyesen~ed fairly in aJJ materjal ]~espects irl relatj.~n ec) ~he
cludl~ep.'s 1:~nancial statements taken as a whole,

(-:/ '::YJter,wl con t.r oL. (l) :;:n e dd.it ion to the ;-;c'CJuirements o f CN;;.~·,
~~~e a~jdi~~y sta:l pe)~f0rm prosedu]~es to obtain an uDde~s~and~Dg Qf j.nte~Jla~
~o~~~o~ ov~r ?~deraJ. p~~grams s11f~j"~j.entto plan ~he alJd~t to SUPPQ~~~ a ~()W
aSS9::;sej J.~:·V9J ::)r c on t r o J r i sk f or maj or p:~8g~:ams.

(2) E)~cept as provided ~.nparagraph (c)(3) of ~h~.s s~ctj_Qn,
:he a~d_:~c)y shaJ

~; F11a.D -=.he ~>=~3::ng c f .i n t e r na I :on':r=~: :Jver IT'taj':'J::'
;,'JI);)CJ::~~ a j :)w assessed le-vel of control 2:is}~ fQY ~he asseT::'~.(;:~;::·
:=';-le compl~a.Yi.c:e requirements :0:-- each rnaj or p:::--ogram.; 2:1.n6

(ii) Pe r f orrn testing of internal control as planned in
paragraph (c) (2)(i) of this section.

(3) When internal control over some or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (0) (2) of this section are not required for those compliance
requirements. However, the auditor shall report a significant deficiency
(including whether any such condition is a material weakness) in accordance
w i. t.h §__ • 510, assess the related control risk at the max i.mum, and consider
whether additional compliance tests are required because of ineffective
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internal concrol.
(c1) Com)lia,]CP. (1) In accu t i on Co the reQUirerllentsof GAGp.S, the

auditor shall c1ece1:minewrie t.her the auditee has complied with laws,
reQulations, and t.hepro-visions of contracts or grant agreements that may have
a direct and material effect on each of its major programs.

(2) The principal coml)liancerequirements applicable La most
Federal programs and t.nc compliance requirements of the largest rederi'd
programs are included in the compliance supplement.

(3) For t.Iie compliance requirements related to Federal
programs contained in the compliance supplement, a11audit of these compliance
requirements will meet the requirements of this part. \lJherethere have been
changes to the compliance requirements and the changes are not reflected in
the compliance supplement, the auditor shall determine the current compliance
requirements and modify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplement, the auditor should use the
tJ~es of compliance requirements contained in the compliance supplement as
guidance for identifying the types of compliance requirements to test, and
determine the requirements governing the Federal program by reviewing 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 transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to support an opinion on compliance.

(e) Audit follow-Up. The auditor shall follow-up on prior audit
findings, perform procedures to assess the reasonableness of the summary
schedule of prior audit findings prepared by the auditee in accordance with
§__ ,315(b), and report, as a current year audit finding, when the auditor
concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding. The auditor shall
perform audit follow-up procedures regardless of whether a prior audit finding
relates to a major program in the current year.

(f) Data collection F'ortn. P.srequired in §__ ,320(b) (3), the auditor
shall complete and sign specified sections of the data collection fOl~.

§_,505 Audit reporting,
The auditor's report(s) may be in the form of either combined or

separate reports and may be organized differently from the manner presented in
this section. The auditor's report(s) shall state that the audit was
conducted in accordance with this part and include the following:

(a) ill1 opinion (or disclaimer of opinion) as to whether the financial
statements are presented fairly in all material respects in conformity witb
generally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federal awards is
presented fairly in all material respects in relation to the financial
statements t alcen as a who le ,

(b) A report on internal control related to the financial statements
and major programs. This report shall describe the scope of testing of
internal control and the results of the tests, and, where applicable, refer to
the separate schedule of findings and questioned costs described in paragrapb
(d) of this section.

(c) A report on compliance wi t.hlaws, regulations, and tbe provisions
of contracts or grant agreements, noncompliance witb which could have a
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)1, ;:',:J::}'j ma.J:.:~ ;:)~:r)~r;:lJn, und, \1,J:'lE:'~-~

fi=-~r :-_() ::.hr::.' S0pardt.l? .c:c}l~du.j >? ()f f ind.J.nq,; and CfUE~St:j ()1"Jf?d CU;~.;t..c;

ricl r dCfJaph (d ) (j f t.his s~·" L j on .

. :::l_~llr.

;'lnd ,-h~'
rJ nrJ nV:l!

rJ; ::'.1 ; ),)r:; \j'.J,--'Pir-) • ~) j

,I '/"~~j,:. '.~;'j .':~~'
:) f t" '.1']'- ;" (-.1 -: • _;:; 1 " r< 1- ~J rt '

,'IT,rJ] " c, j./,
~J ~f ~-t-,c!lll(~'n1'_ ;.~, wh i -, \

<1.:')1'" ,':aJ 1.1 r-:,
'"J.-:' ';(-:i' ; hr-:=\d I ~'i

'eli I'. c;,:h",cJ\ll.~ 'J!' fj,ndill'.(S and quec.l:i<Jnc.>d co~;ts whJ.·:h shall ,',llc:JU·'J,c·
• I)I'~\ ).;.l()v.r; nq t~h::'F_I(~ -:-:cnnpnl"le,nts:

I .i ) ']'rliC' ~Y]Jc-, of r op o r t the audi tor i:c;suc~cJ:m Ule
:!I,IIV'Jdi ,';till·'Clll1c.mtsof the B1Jdi\",e (i .e., unqualified opinion, cplali.fj",d

;},,))jJ")}l, dd\'(-:r::~~ opin.ion, or di a cl a i.me r (if op in ioni :

Ij i) When~ appljr:ahJe, a fltat.ement thi'lt' signIficant
J," '""'JJC"",s;n ,nl:'''lrnal contuJl were d i sc Los ed by the audi t of t.he f~nan'>'jd]
,,:'=,lIlc,nl::';and 1,Il'ipther »ny 8ur:h c;ond:i t·; oris wel'e material weakne~;,;'2s;

(ji i ) f\ 8tat~ll1ent as to whether t.he audi r. c]ls,:losi=,d any
:VJly:.JmplIFJll"P. whi ch is material to t:he f inanc i aI star.ements of the aueii ri='c,,;

t i v ) vJher8 appJJcab]f'I, a sLatement r.ha r .c;iqr,ificanl:
jl': .'JI~::JCJf -.:~' ~.)l l:Jr~.'r-rldj '-~ontr()J ov er major pr()~frarns 1tJc:;red,i~;r:j,()SJ7!cl hy thr-.-" (1:)'::1

rl:"jd \J>}h~,t.iJI~~J .rnv ,-::ur.'h oridi r i oris: \PJ~r-e ma t.e r ia l \l\ledkness~~s;

(v )
~~y Il1FJjo~ programs (i.e.,
")):i.:.nj.':J1'l, ':'")1: d.i s c i a.i me r of

Tbe type of report the audi. tor issuecJ on c:ompJiancf'
unqualified opinion, qualified opinion, a dve rs e
opinion) ;

(vi) A st a t ement; as to whether the audi t disclosed any
rJ,Jdi.i~ fi:-lcJings which the auditor is~reCJuired to r epo r t. under §_~.510(a)

(vii) An identification of major programs;

(viii)Tl',e dollar t.h r e s.ho Ld used to di.s t i.nqu i ah between
11';';'_)E:~J t-. ,~'JrlfJ <!'ypo--' P, prDg).:--arns, a2, dc:~sc)~j.hec1 in §_~.520(b); and

(ix)
,,~)V.l-~:,'j.::;}' aucJ.';. _.ee 'J.rJdey

p, sta':.eUle,]t as to v·lhe':.i'leJ· ~,he aud.it ee q11alifie,d as
§_~.530.

;n Findings r e Lat i nq to ::Jle f.:.nanciaj statements which are
~:~,:r.]:,~ed t;..; }:)~. repor t ed in accordance V'l~_ t n GAGp..S.

r j J Findings and qu'3.sti0~led C:'.JS':S ::or F~~der31 cJ.'flarc1sv\lhir.=h
~;~-lc;.~,~ :.:·lc:J_~)de aud rt f i rrd i.nq s as de£i~-Jed in §_~. 510 (a).

(i) Audit findings (e.g., internal control findings,
>Anr.diance f ino inq s . questioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. vJhere practical, au d.i ';
findings should be organized by Federal agency or pass-through entity.

(ii) Audit findings which relate to bot.h the financial
statements and Federal awards, as reported under paragraphs (d) (2) and (d) (3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference to a detailed reporting in the other section of
'-he schedule.

.510 Imdit findings .
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(a) Audit findings report~ed. The auditor sheLI repo:-tthe following
as audit findings in a sche6ule of findings and questioned costs:

(1) Significant deficiencies in internal control over major
programs. The auditor 's determination of whether a de f i ci ency .in internal
control is a significant deficieicny for the purpose of reporting an aud.it.
finding is in relation to a type of compliance requirement f or a major program
or an audit objective identified in the compliance suprJlellient.Tlleauditor
shall identify significant deficiencies which are Lnd i v i dueLly or cumulatively
material wea)~nesses.

(2) l>1aterialnoncompliance with the provisions of laws,
regula tions, contracts, or grant agreements related to a rna j or program. The
auditor's determination of Vvhether a noncompliance with the provisions of
laws, regulations, contracts, or grant agreements is material for the purpose
of reporting an audit finding is in relation to a type of cornp.l iance
requirement for a major program or an audit objective identified in the
compliance supplement.

(3) Known questioned costs which are greater than $10,000 for
a tj~e of compliance requirement for a major program. KnO~illquestioned costs
are those specifically identified by the auditor. In evaluating the effect of
questioned costs on the opinion on compliance, the auditor considers the best
estimate of total costs questioned (likely questioned costs), not just the
questioned costs specificalljT identified (}Q10~illquestioned costs). The
auditor shall also report known questioned costs when likely questioned costs
are greater than $10,000 for a type of compliance requirement for a major
program. In reporting questioned costs, the auditor shall include information
to provide proper perspective for judging the prevalence and consequences of
the questioned costs.

(4) Known questioned costs which are greater than $10,000 for
a Federal program which is not audited as a major program. Except for audit
follow-up, the auditor is not required under this part to perform audit
procedures for such a Federal program; therefore, the auditor will normally
not find questioned costs for a program which is not audited as a major
program. However, if the auditor does become aware of questioned costs for a
Federal program which is not audited as a major program (e.g., as part of
audit follow-up or other audit procedures) and the known questioned costs are
greater than $10,000, then the auditor shall report this as an audit finding.

(5) The circumstances concerning why the auditor's report on
compliance for major programs is other than an unqualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and questioned costs for Federal awards.

(6) Known fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit finding in the schedule of findings and
questioned costs for Federal awards. This paragraph does not require the
auditor to make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting
requirements of GAGp,S.

(7) Instances where the results of audit follow-Up procedures
disclosed that the summary schedule of prior audit findings prepared by the
auditee in accordance w.i th §__ . 315 (b) materially misrepresents the status of
any prior audit finding.

(b) Audit finding
sufficient detail for the
corrective action and for
at a management decision.

detail. Audit findings shall be presented in
audi tee to prepare a corrective action plan and ta1~e
Federal agencies and pass-through entities to arrive
The following specific Lnf ormat ion shall be
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'.I));:)) LIJ ,:.. I ,,],) (II) J; t

F'c:.>rJ('~)~;j) r)1""lqrdlTl ;]nd sppr' f·:i,' F'eder21; F-Jwa~-d j d~:n:- ; j r.'(:I' 'J'

! )j':) \)(J j! I'] jl(:~ ':Fi)/', t ; t ,1-' ;cJl'ld ;)Ulllht::-~~' F',:-]'~l~;~'alClWdl"rj numlJ{:-~l- and Y{:!C;JJ: I ;'jdJl1~'

F,~J~':"J cH,[PJ'jr'Y, dnd namF' or rh-- clppi.lr.:ab.ie pass,thr~)\Jq]-,-mr ity . \r,!!, Ien
.in f orrnarr on , s\J/:h cJ,: t:hF' r:F!JJ'. Litle and numher o r Federal aV'li'lJ~dnumb",]', ,8nr,"

CJ\ral:liJj-;'jp, the a u d ir.o r shul] provide the h8,lt infonna::iClllavailable t o
'jr-'sc:rIb,co tilp Pedera 1 awarel,

(;:) 1'hl" <:I'J"(.'J'I,OI 'J]' sper'ifj,,:,)'e'l'll'iremc-mtupon whi r.h the i'llJ,Jit
,n~i.)n(; :;::~ha.::-~f~:-j,;.l'jr:JIJc1jJ'j!] ~;t(J~- . .JL~)ry, :r~quJ(jl-()r,/, ()J ot.ho r c i t.a t i on .

I .~) (rllF~ ror)),ldi 1_ j ()rl f ()und I ; nr: J ud j ng !': a.C~::'2, ::ha t ,~~upp;'lr r :'::,l"j(7'
'I,':' """11/')' 1,lrm\.jf,Pc) in I'llP audit f indi nq .

(~)I l!-If/)rnl(jt- ri]~'l t"U r)~'-')vjd(-" py-')pr;~r p~r:=~pt;!c:.i\le for j\Jd~;j~·l~'.1 l'I'IA

;.):·'::~',Td ;,,:-!rJ':-":~-ind ':un:'::;'~I':'.flH::-~nr~~s()f (hE-~ audj t I indino s , such as whether t h-: a\J'~.LJ\'
ri ndi rlclS r~p~~~:-~0nt an isC!Jat.ecJ ;.n~~l-:anC'7~ r);r a ;::y::;ternJ.c pr ob l ern. \rlnl~~rf7!
appropri.at.e, inS\~rHICE!SiclellLifipd shall be ;'elated to t.ne un i ve r s e dnd "hr,
numls= r of Cr)S~~S e)camined and he quantjfied in terms of dollar value,

(hi 'J'llp. pO"",l.bJ.e asserted p[f",et to provide suffi ci en!
II f (!,'mellI/m r.o ttle au d.i tee and Federal FJQ'2ncy,OJ: pa s s -r h.rouoh enti t.y i n til','

f'a~~p of a .subJ~e~i.pjent, to pe rmit them to determine the cause and ~ffec't tr)

laci.J,ILate prompt and proper corrective act jon,

(7) Recommendations to prevent future oc-::urrences of the
Jeflclency identified in the audit findinQ,

(8) Views of responsible
,~ disagreement with the audit findings,

o f f i c i aLs of t.he audi tee when t he r e
to the extent p:--actical,

'e) Reference numbers, Each audit finding in ::he sr;l,eduJe (If fj,nclin~J~"
dnel ~J1Je:'~t.jorie d costs shalJ rnc Lude a r e f e r eric e number ,,0 a Llow fClr ea;:lY
re f ereno i nq of rhe audit findings during follow-up,

§_~,515 Audi t vlOrking papers.

(a) Retentlon of working papPLS. The auditor sna Ll retain wor k inq
pape::-s arid reports for a. minimum of three yea_rs a f t.e r :he da te of lssuancE:0::
~he auditorls report(s) to the audi~ee, unless the audi~or is notified ~n
V1~', tj ng hy ~he cogn:izant ag"mcy f or audi t, Clversight agency ::Clraudit, ':.)T

;:)a~;s-through erit ; ty to extend the re r.en t Lon period. i/·men the audi tor ;,s av,;a.!''''
t.hat t.he Federal awarding agency, pass-through entity, or auditee is
sontesting an audit finding, the auditor shall con~act ~he parties con~est~.ng
~he audit finding for guidance prior to destruction Clf the working papers and
::eports,

(b) Access to workina cacers, Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
desiQnee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a quality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part, Access to working papers includes the riQht of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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§ .520 Major program dete~~ination.
(et) Generc.l. The auditor s neLJ use a risl;-based apprvacb tv determine

which Federal programs are major programs. This risl;-bas.edapproach shall
include consideration of: Current and prior audit experience, oversight by
Federal agencies and pass-through entities, and the inherent risk of Lhe
Federal program. The process in paragraphs (b) through (i) of this section
shall be followed.

(b) Step 1. (1)
programs, which shall be
as Federal programs with
exceeding the larger of:

The auditor shall identify the larger Federal
labeled Type p, programs. 'Typep. programs are defined
Federal awards expended during the audit period

(i) $300,000 or three percent (.03) of total Federal
awards expended in the case of an auditee for which total Federal awar ds
e):pended equal or exceed $300,000 but are less than or equal to $100 million.

(ii) $3 million or three-tenths of one percent (.003) of
total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $100 million but are less than or equal to $10
billion.

(iii) $30 million or 15 hundredths of one percent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $10 billion.

(2) Federal programs not labeled T}~e A under paragraph (b) (1)
of this section shall be labeled T}~e B programs.

(3) The inclusion of large loan and loan guarantees (loans)
should not result in the exclusion of other programs as T}~e p, programs. V(1hen
a Federal program providing loans significantly affects the number or size of
T}~e A programs, the auditor shall consider this Federal program as a Tj~e A
program and exclude its values in determining other 'I'j~ep, programs.

(4) For biennial audits permitted under § .220, the
detel~ination of Tj~e A and Tj~e B programs shall be based upon the Federal
awards e)~ended during the two-year period.

(c) Step 2. (1) The auditor shall identify Type p, programs which are
low-risk. For a T}~e A program to be considered low-ris}~, it shall have been
audited as a major program in at least one of the two most recent audit
periods (in the most recent audit period in the case of a biennial audit),
and, in the most recent audit period, it shall have had no audit findings
under § •510 (a). However, the auditor may use judgment and consider that
audit findings from questioned costs under § .510(a) (3) and § .510(a) (4),
fraud under § ,510(a)(6), and audit follow-up for the summary schedule of
prior audit findings under § .510(a) (7) do not preclude the T~~e A program
from being low-risk. The auditor shall consider: tbe criteria in §__ .525(e),
§_.525(d) (1), §_.525(d) (2), and §_.525(d) (3); t.heresults of audit
follow-up; whether any changes in personnel or systems affecting a Tj~e p,
program have significantly increased risk; and apply professional judgment in
determining whether a Type A program is low-ris}~,

(2) Notwithstanding paragraph (e)(1) of this section, 01'113 may
approve a Federal awarding agency I s request tbat a Tjrpe p, program at certain
recipients may not be considered low-risk. For example, it may be necessary
for a large Tj~e p, program to be audited as ma j or eacb year at particular
recipients to allow the Federal agency to comply wi t.hthe Government
11anagementReform Act of 1994 (31 U.S.C. 3515). The Federal agency shall
notify the recipient and, if known, t.heauditor at least 180 days prior to the
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,:, 'j J ' ~. c-l I ; I' ,:] , . ')HB'

:d ~:-.L(~~L~_._:~ '1\'1Ii-' ;!~)(Jj' .:: ~;h(J,J JdF~nl,-_.ir,/ r!lypt:, B r)~"~,)q-:'dJ\\;~; I/,,'!'):"h -l'~'
i , j crh -, :' J ,C;J'. U ~_;j-l'l~l p~- I,: ,_,.e: ,r::;.i U)')r-J J ; ".H]qnlr=~~-]l, d nd L hE-' r~ 1"1 l~ 7:';~,: Q L l') § . 525, :-1:lV,Jt-:"I/"\ \

,;:1)\,,0.1 LiJ'C' u ud ir o r ;:F:j~,(' ,Ol: ;; uncJ0Jr ~;~ep Ii ()jal'a~p:dph (e) (2) ( L) (B) ,,;-
~)--; j_,~ ;->:-}r:---: jon), t:he auclj t.o r _"S rrot. r'?cruir.::!d to idellt.i. f y mo r e h i qh- r ia): rf'YT)(::' ?!
pr-XrnJJnE: than c.he nuruhe r ()f .:C1w-ri.s): 'J'ype 7', pl-ograms. Except for ):nown
.c: i Clll If) C':i1nl d(,IP i r: F)]'I':, 'C'C: ,HI in r.e r na l r:ontrol or c ompli anc o problems as d,:,:cuc~~:F'd
;:1 §__ .525(b)(1), § .525(b)(2), and 9__ .525(c)(1), a singJe cr1tel::a:1'I
§ .525 VJ()uJ d ,(;?-~ j cjrJI11 r:FJ1Jf:;F' CJ rY'VTJt::· ;), p}~oqrarn r.o he con:=-,':d~~J"'ed hi qh-r:i ;;1', ,

(~~) r~lhe auditor .i s not ezpectr:-~d to perfoY'ITI risk cJ;:-;,c:~e~;SHl(.~n·,-"

r,J:a: ;\)"'Iy srna l : Fc'dF;rai r)r(Jcr~~ams. 'T'lv,~refore, t.rio auditor is on.!y rF;q-ui:'p[j
j')I:l;-f 1]")11 ) I:;): rl,(;·,"·)~~-;TIl(:ln~-:; I)l'! rl'YT){:.> P, progra1T\.s that ezr:-'eed t}-)P JClr~.lpr (If:

i I ) :;:; ()O I (JOC; Dr three~ t~enr-,h~l of (;rH? rl(-;~r"'~lnt, i , \i(,

" ;:, F·c':I'c;:-dl dwa;'de; "';'Tlenclf--'c1 v,Ihen the a udi tee hCl~; .i es,; than (>]- ",r!lid,
;11 J, '-.In ;)-1 t',.-:;.t.a j ?,:-',:-:lerd:J av,;ar,:J::; -::'xpendec1,

(' ":II>-1_J
..al

(jj I
al/,Ja)'js
CJ\f.Ja l~ds

::', () () , 0 D () .Jl'
~)~pp.ndr:~d v\rh8n
c,;.:pencled.

:',]I]"',e- h1)ndr(~dthc: ':Jf
t]le al)dj~0e 11as m01pe

on r::' p'~::{-,>::"1 t
thi.lrl ~;,~()(i Ill,

'i')'

(E:) ;jt.e~. AL a ntirj~_nlUH\, the aucl.it()r ;::na,I,! a;JI':tj_t aJj ()~ ~_;J(~'

11 lW.l_J"lC! d.':; llld j o r pr )Q)"':ll1lf-;:

(! I 1'.1] TYlY" (\ prr"p~dm,;, C!Yc:"'pt r.hF' audi tor may exr:] udp ullY
'j"/).)~, t·, ):JJ:,~,qlanl~;;cjf-'liL.jf:j,=,d ac; lO\r!-J.lsi', under :'-:t.ep 2 (paragraph (c)(l) 0] I~hl;;
;-:,:=:~r~tjon ) ,

',,,,i (i)
':he fcllovl,1i:1g

High-c-isk 'I'ype B programs as identified under
':""0 op t i oris :

(A) Option 1. p>t least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section)
~,z('ept 1::.11i8 paragraph (e) (2) (i) (A) does not require t.he auditor to aud i t rno r e
!'"crh :~,.c;)c Type B progy-ams than tile number of low-ri,;k "''fpe P. prC)cJ::anls
,j8]'l~~f,~eddS 10W-l~isk undel~ Step ~.

{Bj
..den'::;.fjed

()ption 2, OnEehigb-r .i s l: 'rype B prCJgram
as :~r:)y.l-ris}~ under 3':..er:) :~,

(ii) If'lhen identifying which h i qh-ui s): Type B pr oor ams t:J
audJt as major under either Option 1 or 2 in paragraph (e) (2) (i) (A) or (8),
--_-h~ aucli '~()r is encouragecl co U3~ an approach whic n provides an oppo r t.un i :,)'-:::,<r
':] ~f~r-~nt r.:igh~ris}~ T'jrp~ B PTC)g~-amf:; r.o beauc1ited as rnaj or ov e r a. per:: ,,=)0 '.:,1f
'-=-",m~; .

(:3) Such addi t Lona I programs as may be necessary to cornpLy
wi~h the percentage of coverage rule discussed in paragraph (f) of this
~'~,ctJ.on. This paragraph (e)(3) may require the auditor to audit more prog:-:am2.
as major than the numbe r of Type p. programs.

(f) Percentagp of coveraae 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 awa r ds expended. If the
auditee meets the criteria in 9__ .530 for a low-risk auditee, the aud.i t.o r
need only audit as ITIajor programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

(g) Documentation of risl:. The auditor shall document in the VJorking
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papers t.heri s):analysis process used in determining Jn2]Orprograms.
(1-J) p,uditor's juclqment, When the major program determination was

performed and docUTIlentedin accordance with this part, tbe aud.itor's judgment
in applying the ris):-based approacn to determine major programs shall be
presumed correct. Challenges by Federa] agencies and pass-throus:rhentities
shall only be for clearly improper use of the guidance in this part. Hm<\'ever,
Federal agencies and pass-through entities may provide auditors s:ruidanceabout
the risk of a particular Federal program and the auditor shall consider this
guidance in determining major programs in audits not yet completed,

(i) Deviation from use of ris~ criteria. For first-year audits, the
auditor may elect to determine major programs as all Type p, programs plus any
Type B programs as necessary to meet the percentage of coverage rule discussed
in paragraph (f) of this section, Under this option, the auditor would not ))e
required to perform the procedures discussed in paragraphs (e), (d), and (e)
of this section,

(1) A first-year audit is the first year the entity is audited
under this part or the first year of a change of auditors,

(2) To ensure that a frequent change of auditors would not
preclude audit of high-risk T~~e 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 Federal program risk.
(a) General. The auditor'S determination should be based on an

overall evaluation of the risk of noncompliance occurring which could be
material to the Federal program. The auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (e), and (d) of this
section, to identify risk in Federal programs. p.lso, as part of the risk
analysis, the auditor rna)'wish to discuss a particular Federal pros:rramwith
auditee management and the Federal agency or pass-through entity,

(b) Current and p,"ior audit experience. (1) Weaknesses in internal
control over Federal programs would indicate higher risk. consideration
should be given to the control environment over Federal programs and such
factors as the expectation of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agreements and the
competence and experience of personnel who administer the Federal programs.

(i) A Federal program administered under multiple
internal control structures may have higher ris}~. \I\l11.enassessins:rrisk in a
large single audit, the auditor shall consider w11ether weaknesses are isolated
in a single operating unit (e.g., one college campus) or pervasive throus:rhout
the entity,

(ii) \~en significant parts of a Federal pros:rramare
passed through to subrecipients, a weak system for monitoring subrecipients
would indicate higher risk.

(iii) The extent to which computer processing is used to
administer Federal programs, as well as the complexitj' of that processing,
should be considered by the auditor in assessing ri sk . New and recently
modified computer systems may also indicate risk.

(2) Prior audit findings would indicate higher risk,
particularly when the situations identified in the audit findings could have a
significant impact on a Federal program or have not ))een corrected,

(3) Federal programs not recently audited as major programs
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HL-l'/ til-' ,-,' ·-,;qh~-.') 1';:-;)', L,~l); F',~·d(-~ll~J.) j.): Jf:f;'i).:n;:', :":"'-'1.';)

V,' '!1"1:1~ 'J'i'i' f, nrl 1'1(j;'

(r' ':)V(~~_r,~ii.g)Jt 1:~:X(~)'~~j~it.~l_LL~~sl!~ldJ dq~ncj0E; dud )JCl:::;:=-;-Lh}'oug]J ~_'nt:j L.i~.~~~
~' '-)',,'I:-:j-;;:j';lht ~XE:'j:c:j_;::;ecJ by ::"7.!,:Jf2;:a.] a<;jel'IC~ E=.!~; o r pa;::;::;-- LhJ:'CJU9h f~nL.lL.i~~s (_:~)'jJ d
Indic:a,,,,' r iak . For e xarnp l c . recent mon ir o r i no Cir other reviews p€,ri'o]"mecJ hV
an ov e r s i qht en t i t y whi oh disclosed no ;::.lgnificant problems would indicate
J()lwar r' isk . However, rnon i t.o ri.nq which d is c Lo s e d ~:i~fnificant p r o b lerus VJOiJlcJ
JllclLc:ate h:iqh"'~l: ris k.

(:'.) Federal ClcleIX:Jes, 1'1: r.h 'he c:,:mcurnol'lce of ()lvJB, rnay
J'·ient.ify FecJ(~rdJ pJ'()qrams which are 111qher risk. ()jvJB p l anr. to p r ov i no !I,j,':

i:],'!nt.lf.ir:aticm in the r:omrJlidnC(' suppJement,

(cJ) Inherent 1"is); Cif the Federal proc[1:am, (]) 1'he )'Jarll!"'· (If iJ

!:,<I(~Ia1 iJJ:'CJcp:amrllay .indi.ca t.e ris l: . Consideration should be oi v-,n 1'.0 I.il(~
r':>nlp.Ieyj ty of ::he proql:'iJI\1 and the ext.e n t to wh. eli t.he FedeJ:a] PJ:CJcfl-iJHI
,',':n')'" r a r:~t.~; ;:':Jr ;1()()("ls and ;:;~~rvi r: t?.! S . For c:/:amp:) E! I Fede r a l P~:o9~: cUllS t; ba t d i. ;-;btl ;' :'J l~,'
f~JrJr1s t~bro\.J9h tj-;iJrd r)a)~j-y r'()nt]-d.C~-.S 0)' )lr;lV0. ::::l,jqibi],L c r i.t e ria may h'? ~,f
h 'J. ;Jhr:::r r J. s k . f."::!clA1"d J prc)gJ~ am::; p r .irna r .i J Y .i ll\/C.J:; vi rIg ~~~a f f pClyrnJ. J r: ()::~ ~~.~; ~n;lj
:'·ia~.!e;.) hiqh ~~j;~k ~r)J- r i.me and effc)J~l ;"r::~p()rtj:-lq, hut ;-):-~he]~vr;~:e]-Y:1 a~- ;;)1;,' :":':J'

(:J.) Tl'ip phasE" of a F'E!c1rc'rdJp r o q r eun in .its UPe <:y(')", a: ::11,,'
i"!C.lp;"dl aC],,":'lCY may .in d i c a ro ris k . FOJ: example, a new Federal preKf1dni vhi.i, iJ'-'''''

ClJ- ,ll' "!:<1I1 J:'?guJ.aLions may !lave hjqher r i sk t.nar: ar: eSI:rlbJ.isbed prograIil W.it.JI
iIlII" :,,<;:,-·(1 ),C'CfU]dt:..iIJ]1S. A.ls(], s i q nifr c an r (.:l':i:J.nqC:'"-: in r'eder-al program":, lei""::,

~-QqlJlai inn,s, o r t-.h(.:~ prr)"';,s,jonfi of (:')nt]~Cl(:ts o r ,;p:-ant ag)--eements may irv::-~~~;~
[, :,; J-; .

(3) The phase of a Federal program in its life cycle at the
clldJ :-"se may indicate risk, For example, during the first and last years that
an o udi tee participates in a Federal program, the risk may be higher due t o
start-up or closeout of program activities and staff,

(4 )
j-,c., o f h., gb~~~ risk
.::z;::)~~:-]df-~c3,

Tj~e B programs with larger Federal awards expended would
than programs with subst.antia1ly smaller Federal wNards

. 530 eri teria for a lO~l-risk audi tee .

An cl1Jdi.tee which rne e t.s all of the folJ.owing c ondi t ioris f o r ea ch CJ! tne
preceding ~wo years (or, j.n the case of biennia] audi:s, preceding two audit
;:Jeric:ds) shall qualify as a Low+r i s k a'Jdi::'2e and be eligible for r educ ed audi ;
~o~erage in accordance wi::h § .520:

i2) Sirlgle aud.its were pe)~f0J~med on an arlrluaJ basis jn a~~o1·danc~ V!~··~
':_l-Jf.:'P}~'J-Ji ~:.: ,::;rJS o f this part, A nOYJ-Feeler-aJ. errr i :~y ~hat ha s biennia.~ audi::-..s
:=Ic;~s DC)t quali~~y as a J.oVJ+-:-isk aud it c o . un l e s s d;r~:-~~d ':_~ in o.clvarlce l~)y tl:V=~
:~':)gLi::an': 01: CJvel:-::;j_ghto.qency fur audit.

(b) The auditor's opinions on the financial s t at emen t s and t he
s~hedule ~f expenditures of Federal awards were unqualified. Howeve~, t~e
cognizant or oversight agency for audit may judge that an opinion
qualification does not a.ffect 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 requirenlents of GAGAS, However,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide
a waiver.
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(el) None of the Federal programs; had audit :indin9s t r orn any of the
following in either of the preceding two years (or, in the case of biennial
audits, preceding two audit periods) in which they were c Las si t i ed as 'I'ype P.

pl:ograms:

(1) Internal control deficiencies which were identified as

rnaterial wealcnes ses :

(2) Noncompliance with the provisions of laws, regulations,
contracts, or grant agreements whi ch have a material effect on the TY1:JeA
program; or

(3) Known or likely questioned costs that exceed five percent
of the total Federal awards expended for a Type p, program during the year,

p,ppendix p, to Part - Data collection Form (Form SF-SAC)
[insert SF-SAC after finalized]

Appendix B to Part - circular A-133 Compliance Supplement
Note: Provisional rnlB circular A-133 Compliance supplement is availa):Jle
from the Office of Administration, publications Office, room 2200, New
Executive Office Building, Washington, DC 20503.
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CITY OF LONG BEACH
DEPARTIv1EI~T OF HEALTH AND HUlvIAI~ SERVICES

2525 GRAI~DAVEbJUE • LONG BEACH, CALIFORI~IA 90815 • (562) 570-4000 • FAX (562) 570·4049

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSI1~ESS ASSOgATE
j

AGREEMENT ("Agreement") is made and
entered as of AU~(lSI 1.17 ,20iL by and betweEfn
illeJalJ:kilih Ame.riCia <;'t (os AVlBeles ,a Ct?lli-bmjq hon~

[corporation;, 1*l~f6hip, iRdividual or solo proprietor dbah whose business addr ss is
o N. O(O~dhlCl SUi+e 50 0 h CA CfoSO

(hereinafter referred t as "Business Associate" , and the CITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides

particular services to the City; and
WHEREAS, the City wishes to disclose some information to Business Associate,

some of which may contain protected health information; and
WHEREAS, tho City and Business Associate intend to protect the privacy and

provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U,S.
Department of Health and Human Services (the "HIPAA Regulations") and other

applicable laws,
t~OW, THEREFORE, in consideration of the mutual terms covenants, and

conditions in this Agreement, the parties agree as follows:
1. DEFINITIONS, Terms used, but not otherwise defined, in this Agreement

shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.
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Business Associate Agl-eement
Page 2

2 OBLIGATIOI~S AI~D ACTIVITIES OF BUSII\JESS ASSOCI,L\TE
a I~on-disclosure. Business Associate agrees to not use m 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 aopropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agl·eement.

d Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
Information by Business Associate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured

ATT ACHMEt"-lT f. .
PAGE ... :'?-::.... _ OF j PAGES



Business Associate Agreement
Page 3

protected health information has been breached and
steps such individuals .should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity,

4, The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful lop-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected hea Ith
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents, Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information,

g, Availability of Information to City, Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164,524, If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act

h. Amendment of Protected Health Information, Business Associate

I ATr ACH/v\EI'-lT F .
LP J':.GE."."~"".". OF CJ PI',~ES



Business Associate Agl'eement
Page 4

agrees to promptly make any amendrnentls) to protected health
information In a designated record set that the Covered Entity
directs 01" aqrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i Internal Practices. Business Associate aqrees to make internal
practices. books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule

j Reporting of Disclosures, Business Associate agrees to document
such disclosures of protected health information and Information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164,528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity 01' an individual
information collected in accordance with Section 2U) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164,528, and the HITECH Act

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCI,L\TE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the
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Business Associate Agreement
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health Information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164. 504( e)(2)(i)( B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502U)(1).

4. PROHIBITED USES AI\jD DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fund raising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended
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and shall not be construed to limit Business Associate's capacity to use 01

disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggl"egation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7 TERM AI'>JDTERIv1I/'>JATION.
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 01"
created 01" received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information.
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created 01"
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

ATTACHMENT J:: .
PAGE .... \Q..... OF j PAGES



Business Associate Agl·eement
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE II\! LlTIGATIOI\! OR ADIVlII\!ISTRATIVE PROCEEDlt\jGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

g. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. EI\jTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. li\JDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,
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omission QI" misrepresentation by Busmess 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 resistinq,
adjusting, compromising, settling, 01' defending any claim, demand, cause
of action, loss, damage, or liability, 01' of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days,

13. AMBIGUITY, In the event of any conflict or ambiguity in this Agreement.
such arnbiqulty shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA RegUlations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce 01'

interpret this Agreement or to protect or establish any rights 01' remedies
hereunder, the prevailing party shall be entitled to its costs and expenses:
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S, Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Bouleval·d, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made
whichever first occurs,

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

ffientGal HeVlH-h America of Los ~ks )
(Name of Business Associate)

a c~Iim~V1iC1 rbYl pllot1
(corporation, !'ClrtncFship, or individual and·

~~~

______ ,20_ By _

Title: _

CITY OF LONG BEACH, a municipal
corporation

C{ ,<"0 ,20J2-
\I

By __ +-+ _

AssIstantCity Manager

EXEOUTEDPURSUANT
TO SEOTION 301 OF
THE OIlY OHARTER.

The foregoing Agreement is hereby approved as to form this ~ay of

~20.t'-:c

"City"

ROBERT E. SHANNON,
City Attorney or designee

By ~-----;rL-

LT:bg 02·05187
L:II;ppsIClyLaw32IWPDocsIDD08IP012100198059.DOC
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CERTIFICATIOI~ REGARDII~G DEBARIv1EI~T

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.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become erroneous by reason of changed circumstance.

3. The terms "covered transaction," "debarred," "suspended," "ineligible," "lower tier
covered transaction," "participant," "person," "primary covered transaction,"
"principal," "proposal," and "voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous. A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothinq contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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clause. The knowledge and information of a participant is not required .to exceed
that which is normally possessed by a prudent person In the ordinarv course of
business dealings

8. Except for transactions authorized under Pal'agraph 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 01" agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department 01" agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document
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CITY OF LONG BEACH
DEPARTMENT OF HEAL TI-I AI'>JDHUMAN SERVICES

CERTIFICATION REGARDING LOBBYlhJG

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action. .

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing Dr attempting to influence an officer Dr employee of any
agency, a Member of Congress, an officer Dr employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement and any extension, continuation,
renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and/or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor Dr 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:

1. No Federal appropriated funds have been paid Dr will be paid, by Dr on behalf of the
undersigned, to any person for influencing Dr attempting to influence an officer or
employee of an agency, a Member of Congress, an officer Dr employee of Congress,
Dr 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 Dr modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid OJ" will be paid to
any person for influencing Dr attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, Dr an employee
of a Member of Congress in connection with this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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3 The undersigned shall require that the language of this certification be included m
the award documents fOI' all sub-awards at all tiers (including subcontracts, sub-
gl'ants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material repl'esentation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by Section 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 fOI"
each such failure
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