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CONTRACT FOR SOCIAL SERVICES

31022

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

entered, in duplicate, as of November 24, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between CATHOLIC CHARITIES OF LOS ANGELES, INC.,
a California nonprofit corporation (“Organization”), with offices located at 1531 James M.
Wood Blvd., Los Angeles, California 90015, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

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

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

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

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

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

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

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

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

A. Organization shall affirmatively and aggressively use its best

2

LT:bg A08-03603
L:\Apps\CtyLaw32\WPDocs\D018\P008\00148935.00C




OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney
333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

0w 00 N OO o hA WO a

N N N N N N D N N A v ha  md  ad ad  md o =
0w ~N O G A W N A2 O O O N O O WN A~ OO

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Twenty Thousand Dollars ($20,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

or inadequate documentation shall result in a Disallowed Cost Report. The

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

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

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

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

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

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

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

Section 5.

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

City may continue to withhold such funds equal to the amount of improperly used
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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

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

Section 6.

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

transfer; recruitment or recruitment advertising; fay-off or termination; rates of pay
6
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or other forms of compensation; and selection for training, including
apprenticeship.

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

Section 7.

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

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

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

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

Section 10.

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

(1) Commercial general liability insurance (equivalent in
scope to 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
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City's
endorsement form or on an endorsement equivalent in scope to ISO form
CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
special limitations on the scope of protection given to the City, its Boards
and Commissions and their officials, employees and agents.

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

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

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

(5) Commercial automobile liability insurance (equivalent
in scope to 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

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

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

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

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

Organization shall, within thirty (30) days prior to expiration of the insurance
10
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required herein, furnish to the City certificates of insurance and endorsements
evidencing renewal of such insurance. The City reserves the right to require
complete certified copies of all policies of Organization and Organization’s
contractors and subcontractors, at any time. Organization shall make available to
the City’'s Risk Manager or his/her designee during normal business hours all
books, records and other information relating to the insurance coverage required
herein.

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 14. All notices required hereunder shall be in writing and
personally delivered or deposited in the U.S. Postal Service, certified mail, return receipt

requested, to the City at 444 W. Ocean Blvd., Suite 1700, Long Beach, California 90802
13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

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

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

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

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

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

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

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

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

December 30 , 2008

December 30 ,20 08

ZZ ,20_07

This Contract is approved as to form on 5‘\ W Z 6 , 20 9_7
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CATHOLIC CHARITIES OF LOS
ANGELES, INC., a California nonprofit
corporation

By,//&

Rev. Monsignor Gregory A. Cox

N ﬂy eo?mt W

Paul D. Tosetti, Esq
Type or Print Name

“Organization”

CITY OF LONG BEACH, a municipal
corporation

. Assistant City Manager
By z}

City Manager ?”' ' FIR
{fi :.:a' x4
“Clty E 4 bi’lu

ROBERT E. SHANNON, City A %
CDeputy }/
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City of Long Beach
Social Service Grant (SSG) Program 2008-2009
Scope of Work

AGENCY NAME: Catholic Charities of Los Angeles, Inc. CONTRACT NUMBER:

PROGRAM OB.JECTIVE: To maintain or increase self-sufficiency among extremely low income persons.

Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

To reduce hunger and increase financial stability of low income 5,000
persons, 5000 unduplicated persons will receive food assistance,
utilitieis assistance, transportation, and/ or personal hygiene items
over a one year period.

To reduce homelessness, 87% of 15 homeless families receiving 13
rental assisttance and case management services will be able to

maintain themselves in housing for a six month period.

Eighty percent of 40 homebound seniors who monthly receive food 34
including fresh fruits, vegetables, and special dietery items as well
as taxi vouchers fo doctor's appointments will maintain themselves
within the home over a one year period.

To increase employability of clients, 75 clients will be able to 75
receive job skills training to include job application, job search on
line and in person, developing a resume, and completing an
application.

Total Unduplicated Clients Served:| 5,000

- Attachment "A"
Page 10f 1

Signature

Cath Charities 08-09 Scope of Work.xls 12/10/08, 4:10 PM
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CITY OF LONGBEACH - o
. . g ‘71—('/\/
Social Services Grant Program 2007-2008”

Program Budget for Catholic Charities of Los Angeles City Contract #
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
.50 FTE Client Resource Coordintor $16,848 @ 16.20 hr x 1040 hours a year = $ 16,848

Benefits = 26% of costs to include FICA, SUI, Worker's Comp, Health and Retirement

Benefits 33152 i atotal of § 4,380. $ 3,152 charged to SSG
TOTAL PERSONNEL $20,000 Total Personnel to be Reimbursed
OPERATIONS $0
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

%m / /é Attachment "B"

Signature 7/ [/ Page 1 of 1
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PARTS 200-214 [RESERVED]

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

Sec
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715.16 Resocurce Conservation and Recovery
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216.62 Enforcement.
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215,70 Purpose.
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APPENDIX A TC PART 215—CORTRACT PROVI-
SI0NS

AUTHGRITY: 31 U.8.C. 503; 31 U.5.C. 1111; 43
U.5.C. 405; Recrganisation Plan No. 2 of 1970
E.0. 11541, 35 FH 10737, 3 CFR, 1866-1970. p.
938.

SOURCE: 9 FR 26281, May 11, 2004, unless
otherwise noted.

and con-

§215.0 About this part.

(a) Purpose. This part contains OMB
guidance to Federal agencies on the ad-
ministration of grants to and agree-
ments with institutions of higher edu-
cation, hospitals, and other non-profit
organizations. The guidance ssts forth
standards for obtaining consistency
and uniformity in the agencies’ admin-
istration of those grants and agree-
ments.

(b) Applicability. (1) Except as pro-
vided herein, the standards set forth in
this part are applicable to all Federal
agencies, If any statute specifically




§£215.1

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

{2) The provisions of subparts A
through D of this part shall be applied
by Federal agenciss to recipients. Re-
ciplents shall apply the provisions of
those subparts to subrecipienis per-
forming subsgtantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, {f such subreciplents are orga-
nizations described in paragraph (a) of
this section.

{2) This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of State or local governments
covered by OMRB Circular A-102,
“Grants and Cooperative Agreements
with State and Local Governments™!
and the Federal agencies’ granis man-
agement common rule (see §215.5)
which standardize the administrative
reguirements Federal agencies impose
on State and local grantees. In addi-
tion, subawzrds and contracts to State
or local governments are not covered
by this part, However, this part applies
to subawards made by State and local
governments to organizations covered
by this part.

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

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

{1y issuing and maintaining the guid-
ance in this part.

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

(3) Reviewing Federal agency regula-
tions implementing the guidance In
this part, as regquired by Executive
Order 12868.

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

1See § CFR 1310.9 for availability of OMB
circulars.
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where adedguate Justification is pre-
sented.
{5) Conducting bread oversight of

government-wide compliance with the
guidance in this part.

() Federal agency responsibilities. The
head of each Federal agency that
awards and administers grants and
agreements subject to the guidance in
this part is responsible for:

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

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

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

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

(e) Relationghip to previous issuance.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guldance fhat was in the attach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

(Y mmformation Contact. Further infor-
mationr concerning this part may be ob-
tained by contacting the Office of Fad-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20503, telephone (202} 395-3993.

(g) Termination Retiew Duate. This part
will have & policy review three years
from the date of issuance,

Subpatt A—Genergt

§215,1 Purpose.

This part establishes uniform admin-
istrative requirements for Federal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically
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required by Federal spatute or exetu-
tive order. Non-profit organizatlolls
that implement Federal programs for
the States are also subjiect to State re-
guirements.

$215.2 Definitions.

{a) Accrued erpenditures means the
charges incurred by the recipient dur-
ing a given period requiring the provi-
sion of funds for:

(1) Goods and cther tangible property
received;

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

(3) Other amounts becoming owed
nnder programs for which no current
services or performance is required.

(b) Acerued income means the sum of:

(1) Earnings during & given period
from: .

(i} Bervices performed by the recipi-
ent, and

(ii) Goods and other tangible prop-
erty delivered to purchasers, and

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

(e} Acguisition cost of equipment means
the net invoice price of the equipment,
including the cost of modifications, at-
tachments, accessories, or auxlliary
apparatus necessary to make the prop-
erty usable for the purpose for which it
was acguired. Other charges, such as
the cost of installation, transpertation,
taxes, duty or protective in-transit in-
surance, shall be included or excluded
from the wunit acguisition cost in ac-
cordance with the recipient's regular
accounting practices.

(4) Advence means a payment made
by Treasury check or other appropriate
payment mechanism bto a recipient
upon its reguest either before outlays
are made by the recipient or throuwgh
the use of predetermined payment
schedules.

(e) Award means financial assistance
that provides support or stimulation to
accomplish & public purpose. Awards
include grants and other agreements in
the form of money or property in lieun
of money, by the Federal Government
to0 an eligible reciplent. The term does
not include: technical assistance,
which provides services instead of

§215.2

money; other assistance in tne form of
lpans, loan guarantees, interest sub-
sidies, or insurance, direct payments of
any kind to individuals; and, contracts
which are reguired to be entered into
and administered under procurement
laws and regulations.

(f) Cash contributions means the re-
cipient’s cash outlay, including the
ontlay of money contributed tc the re-
cipient by third parties.

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

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

(i) Cest sharing or matching means
that portion of project or program
costs not borne by the Federal Govern-
ment. :

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

(k) Disoilowed costs means those
charges to an award that the Federal
awarding agency determines o be un-
allowable, in accordance with the ap-
plicakle Federal cost principles or
other terms and conditions containsd
in the award.

(1) Eguipment means tangible non-
expendable perscnal propersy including
exempt property charged directly wo
the award having a useful life of more
than one year and an acquisition cost
of 35,000 or more per unit. However,
consistent with recipient policy, lower
limits may be established.

(m) Excess properily means property
under the control of any Federal
awarding agency that, as debermined
by the head thereof, 18 no longer re-
guired for its needs or the discharge of
its responsibilities.

(n} Exempt property means tangible
personal property acguired in whole or
in part with Federal funds, where the
Federal awarding agency has statutory
authority to vest title in the recipient

41
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without further obligation to the Fed-
eral Government., An example of ex-
empt property authority is contained
in the Federal Grant and Cooperative
Agreement Act (31 U.S.C. 6306), for
property acquired under an award to
condust basic or appiied ressarch by a
non-profit institution of higher edu-
cation or non-profit organization
whose principal purpose is conducting
sclentific research.

(0} Federal awarding agency means
the PFederal agency that provides an
award to the recipient.

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

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

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

(8) Intangtble property and debt instru-
ments means, but is not limited to,
trademarks, copyrights, patents and
patent applications and such property
a8 loans, notes and other debt instru-
ments, lease agreements, stock and
other instrurments of property owner-
ship, whether considered tangible or in-
tangibie.

() Obligations rneans the amounts of
orders placed, contrgcts and granis
awarded, services received and gimilar
transactions during a given period that
require payment by the recipient dur-
ing the same or a futare period.

(v) Qutlays or erxpenditures means
charges made to the project or pro-
gram. They may be reported on a cash
or accrual basis. For reporfs prepared
on a cash basis, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
hasig, outlays are the sum of cash dis-
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bursements for direct charges {or goods
and services, the amount of indirect ax-
pense incurred, the value of in-kind
contributions applied, and the net in-
crease (or decrease) in the amounts
owed by the recipient for goods and
other property received, for services
performed by employees, contractors,
subrecipients and other payees and
other amounts becoming owed under
programs for which no current services
or performance are requirsd.

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

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

(x) Program income meang gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award
(see exclusions in §215.24(ed and (h)).
Program income includes, but i3 not
limited to, income from fees for serv-
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as obher-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, ete., or interest earned on any
of them.

(y) Project costs means all allowable
costs, a8 set forth in the applicable
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
¢uring the project period.

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

(aa) Property means, unless otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments,

ATTACHMENT ..
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fbw; Rewl property means land, includ-
ing land improvernents, structures ant
appurtenances thereto, but excludes
movable machinery and eguipment.

(ce) Kecipient means an corganization
receiving financial assistance directly
from TFedera! awarding agencies to
carry out a project or program. The
term includes public and private insti-
tutions of higher education, public and
private hospitals, and other guasi-pub-
lic and private non-profit organizations
such as, bat not limited to, community
action Aagencies, research institutes,
educational associations, and health
centers. The term may include com-
mercial organizations, foreign or inter-
national organizations (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors or subcontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The term
does not include government-owned
contractor-operated Ifacilities or re-
search cengers providing continued
support for mission-oriented, large-
scale programs that are government-
cwned or controlied, or are designated
as federally-funded research and devel-
opment centers.

(dd) Research and development msans
all research activities, both basic and
applied, and all development activities
that are supported at universities, col-
leges, and other mnon-profit institu-
tions. “‘Research' ig defined as a sys-
tematic study directed toward fuller
scientific knowledge or understanding
of the subject studied. "“Development”
is the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems, or meth-
pds, inclading design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuals in
research technigues where such activi-
ties utilize the same facilities as other
research ang development activities
and where such activities are not in-
cluded in the instruction function.

(ee) Small cwards means a grant or
cooperative agreement not exceeding
the small purchase threshold fixed at
41 U.&.C. 403(11) (currently $25,000).

(1) Subsward means an award of fi-
nancial assistance in the ferm of
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money, or property in ileu of money,
made under an award by & recipient to
an eligible subrecipient or by a sab-
recipient to a lower bier subrecipient.
The term includes financial assistance
when provided by any legal agreement,
even if the agreement is calied a con-
fract, but does not include procure-
ment of goods and services nor does 1%
include any form of assistance which is
excluded {rom the definition of
taward” in §215.2(e).

(gg) Subrecipient means the legal enti-
ty to which a subaward is made and
which is accountable to the recipient
for the use of the funds provided. The
term may include foreign or inter-
national organizations (such as agen-
cies of the United Nations) at the dis-
cretion of the Federal awarding apen-
cy.

(nh) Suppiies means all perscnal prop-
erty exclnding eqguipment, intangible
property, and debi instraoments as de-
fined in this section, and inventions of
a contractor coenceived or first actually
reduced to practice in the performance
of work under a funding agreement
(“sabject inventions™), as defined in 37
OFR part 401, “Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
tive Agreements.”’

(ii) Suspension means an action by a
Federa! awarding agency that tempo-
rarily withdraws Federal sponsorship
under an award, pending corrective ac-
tion by the recipient or pending a deci-
sion to terminate the award by the
Federal awarding agency. Suspension
of an award is & separate action from
suspension under Federal agency regu-
lations implementing E.O. 12549 (61 FR
6370, 3 CFR, 1886 Comp., p. 188) and E.C.
12689 (64 FR 34131, 3 CFR, 1988 Comp., D.
235), “Debarment and Suspension.”’

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

(kk) Third party in-kind contributions
means the value of non-cash contribu-
tions provided by non-Federal third
parties. Third party in-kind contribu-
tions may be in the form of real prop-
erty, equipment, supplies and other ex-
pendable property, and the value of
goods and services directly benefiting
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§215.3
and specifically identifiable to the
project or program.

(11) Unliguidated obligations, for {finan-
cial reports prepared on a cash basis,
means bthe amount of obligations in-
curred by the recipient that have not
been paid. For reports prepared on an
acerued expenditure basis, they rep-
resent the amecunt of obligations in-
curred by the recipient for which an
outlay has not been recorded.

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

{nn) Unrecovered indirect cost means
the difference between the amount
awarded and the amount which could
have bheen awarded under the recipi-
ent’s approved negofiated indirect cost
rate.

(00) Working capital advance means 2
procedure whereby funds are advanced
to the recipient to cover fts estimated
disbursement needs for a given initial
period.

§216.3 Effect on other issuances.

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

§215.4 Deviations.

The Cffice of Management and Budg-
at (OMB) may grant exceptions for
classes of grants or recipients subject
to the requirements of this part when
excepbions are not prohibited by stat-
ute. However, In the interest of max-
imuam aniformity, exceptions from fhe
requirements of this part shall be per-
mitted onty in unusual circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
for those requirements which are stat-
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utory. HExceptions on a case-by-Case
basis may also be made by Federal
awarding agencies.

§215.56 Subawards.

Unless sections of this part specifi-
cally exclude subrecipients from cov-
erage, the provisions of this part shall
be applied to subrecipients periorming
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or ether non-profit or-
ganizations. State and lecal govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants rmanagement common rule,
“Uniform  Administrative Require-
ments for Grants and Coopsrative
Agreements to State and Local Gov-
ernments,” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, BS,
111, »11, 570, 571, 575, 590, 850, 882, 905,
941, 968, 970, and 990, 28 CFR part 66, 29
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 OFR part 43, 40 CFR parts 30, 31,
and 33, 48 CFR part 12, 44 CIFR part 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

{8¢ FR 26281, May 11, 2004, as amended at 70
FR 51880, Ang. 31, 2005]

Subpart B—Pre-Award
Requirements

§216.10 Purpose.

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

§215,11 Pre-award policies,

(a) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument {i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(81 U.8.C. 6301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpese of 2 transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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spatute. The statutory critverien for
choosing between prants and coopera-
tive agreements ig that for the latter,
“substantial involvernent is expected
between the executive agency and the
State, local government, or other re-
cipient when carrying out the activity
contemplated in the agreement.” Con-
tracts shall be used when the principal
purpese is acguisition of property or
services for the direct benefit or use of
the Federal Government.

{b) Public Notice and Priority Set-
ting. Federal awarding agencies shall
notify the public of its intended fund-
ing pricrities for discretionary grant
programs, unless funding priorities are
established by Federal statute.

$215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awarding agencies shall
comply with the applicable report
clearance requirements of § CFR part
1320, “Controlling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federal awarding
agency in place of or as a supplement
1o the Standard Form 424 (S¥-424) se-
ries.

(b} Applicants shall use the SF-424
series or those forms and instructions
prescribed by the Federal awarding
agency.

(c) For Federal programs covared by
E.0. 12374, “Intergovernmental Review
of Federal Programs,” (47 FR 309598, 3
CFR, 1982 Comp., p. 187) the applicant
shall complete the appropriate sections
of the SF-424 (Application for Federal
Assistance) indicating whether the ap-
plication was subject to review by the
State Single Point of Contact (SPOC).
The name and address of the SPOC for
a particular State can be obtained from
the Federal awarding agency or the
Catalog ¢f Federal Domestic Assistance.
The SPOC shall advise the applicant
whether the program for which applica-
tion is made has been selected by that
State for review.

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

§215.18 Debarment and suspension,

Federal awarding agencies and re-
cipients shall comply with Federal
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agency regulations implementing E.G.s
12548 and 12689, “Debarment and Sus-
pension.” Under those reguiations, cer-
tain parties who are debarred, sus-
pended or otherwise excluded may not
be participants or principais in Federal
assistance awards and subawards, and
in  certain contracts under those
awards and subawards.

[70 FR 51878, Aug. 31, 2005]

$¢215.14 Special award conditions.

If an applicant or recipient: has a his-
tory of poor performance, is not finan-
cizlly stable, has a management sys-
tem that does not meet the standards
prescribed in this part, has not con-
formed to the terms and conditions of
a previcus award, or is not otherwise
responsible, Federal awarding agencies
may impose additional requirements &5
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments, the reason why the additional
requirements are being imposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
requesting reconsideration of the addi-
tional requirements imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditions that
prompted them have been corrected.

§215.15 Metric system of measure-
ment.
The Metric Conversion Act, as

amended by the Ommibus Trade and
Competitiveness Act (16 U.8.C. 205) de-
clares that the metric system is the
preferred measurement system for U8,
trade and commerce. The Aclt requires
each Federal agency to establish a date
or dates in consultation with the Ssc-
retary of Commerce, when the metric
system of measurement will be used in
the agency’s procurements, grants, and
other business-related activities. Met-
ric implementation may take longer
where the use of the system is initially
impractical or likely to cause signifi-
cant inefficiencies in the accomplish-
ment of Ifederally-funded activities.
Federal awarding agencies shall follow
the provisions of E.O. 12770, “‘Metric
Usage in Federal Government Pro-
grams' (66 FR 35801, 3 CFR, 1891 Comp.,
p. 343).
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§215,16 Resource Conservation and

Recovery Aect,

Under the Act, any State agency or
agency of a political subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
£002. Section 6002 requires that pref-
erence be given in procurgment pro-
grams to the purchase of specific prod-
ucts containing recycled materials
identified in guidelines developed by
the Environmental Protection Agency
(EFA) (40 CPR parts 247-254). Accord-
ingly, State and local institutions of
nigher education, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federal funds
shall give preference in their procure-
ment programe funded with Federal
funds to the purchase of recycled prod-
ucts pursuand to the EPA guldelines.

§215.17 Certifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is authorized and encouraged to
allow reciplents to submit ecertifi-
cations and representations required
by statute, executive order, or regula-
tion on an annual basig, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
authority to ensure recipients' compii-
ance with the periinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 215.28 pre-
scribe standards for financial manage-
ment systems, methods for making
paymentis and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making andits, de-
termining allowability of cost, and es-
tablishing fund availability.

§215.21 Standards for finaneial man-
agement systems.

{a) Federal awarding agencies shall
require recipients to relate financial
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data to performance data and develop
unit cost information whenever prac-
tical.

(b) Recipients’ financial management
systems shall provide for the following.

{1) Accurate, current and complete
disclosure of the financial resuits of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth in §215.62. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintalns its records on
other than an accrual hasis, the recipi-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such acecrual
data for its reports on the basis of an
analysis of the documentation on hand.

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

taining to Federal awards, authoriza-

tions, obligations, unobligated bal-
ances, asgets, outlays, income and in-
berest.

(3) Effective control over and ac-
countabilty for all funds, property and
other assets, Recipients shall ade-
guately safeguard all such assets and
assure Lthey are used solely for author-
ized purposes.

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

(6 Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient from the U.S.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA)Y (FPub. L, 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 208, *'Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

(6) Written procedures for deter-
mining the reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicable
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Federal cost principles and the Lerme
and conditions of the award.

17 Atcpunting reccrds including cost
socounting records that are supported
hy source documentation.

(¢} Where the Federal Government
guarantees or insures the repayment of
money borrowed by the reclpient, the
Federal awarding agency, at ite discre-
tion, may reguire adeguate bonding
and insurance if the bonding and insuar-
ance reguirements of the recipient are
not deemed adequate to protect the in-
terest of the Federa) Government.

{d} The Federal awarding agency may
reguire adeguate fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest,

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

§215.22 Payment.

(a) Payment methods shall minimize
the time elapsing between the transfer
of funds from the United States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by other
means by the recipients. Payment
methods of Btate agencies or nstru-
mentalities shall be congistent with
Treasury-State CMIA agreements or
defauit procedures codified at 31 CFR
part 205,

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

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

(2) Financial management systems
that meet the standards for fund con-
trol and accountability as established
in §215,21. Cash advances to a recipient
organization shall be limited to the
minimum amounts needed and be
timed to be in accordance with the ac-
tual, immediate cash reguiremensgs of
the recipient organization in carrying
out the purpcse of the approved pro-
gram or project. The timing and
amount of cash advances shall be as
close as is administratively feasible to
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the actual disbursemente by the recipi-
ent organization for direct program or
project costs and the proportionaie
share of any allcwable indirect costs.

{(¢) Whenever possibie, advances shall
be consolidated to cover anticipated
cash needs for all awards made by the
Federal awarding agency to the recipi-
ent.

(13 Advance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronie funds transfer.

(2y Advance payment mechanisms are
subject to 31 CFR part 205.

(3) Recipients shall be authorized to
submit requests {for advances and reim-
bursements at least monthly when
eilectronic fund transfers are not used.

{d) Requests for Treasury check ad-
vance payment shall be submibted on
SF-270, “Reguest for Advance or Reim-
bursement,” or other forms as may be
autherized by OMB, This form is not to
be used when Treasary check advance
payments are made to the recipient
auntomatically through the use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions {for electronic
funds transfer.

{e) Relmbursement is the preferred
method when the reguirements in
§215.12(b) cannot be met. Federal
awarding agencies may alsc use this
method on any construction agree-
ment, or if the major portion of the
construction project is accomplished
through private market financing or
Federal loans, and the Federal assist-
ance constitutes 2 minor portion of the
project.

{13 When the reimbursement method
is used, the Federal awarding agency
shall make payment within 3¢ days
after receipt of the billing, uvnless the
billing is improper.

(2) Recipients shall be authorized to
submit request for reimbursement at
least monthly when electronic funds
transfers are not used.

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

f
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agency shall advance cash to the re-
cipient to cover its estimated disburse-
ment needs for an initial period gen-
erally peared t0 the awardee's dis-
hursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
recipient for 1ts actual cash disburse-
ments. The working capital advance
method of payment gshall not be used
for reciplents unwilling or onable to
provide timely advances to their sub-
recipiens to meet the subrecipient’s ac-
tral cash disbursements.

(g) To the extent avallable, recipl-
ents gshall disburse funds avallable from
repayments to and interest earned on a
revelving fund, program income, re-
bates, refunds, contract settlements,
aundit recoveries and interest earned on
such funds before requesting additional
cash paymenis.

(h) Unless ctherwise required by stat-
ute, Federal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (W1} or (2) of this section
apply.

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

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

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

(1} Except for situations described in
paragraph (1)2) of this section, Federal
awarding agencies shall not reguire
geparate depository accounts for funds
provided to a recipient or establish any
eligikility requirements for deposi-
teries for funds provided to a recipient.
However, recipients must be able to ac-
count for the recelpt, obligation and
expenditure of funds.
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(2) Advances of Federal funds shall be
deposited and maintained in insured
accounts whenever possible.

(1) Consistent with the national goal
of expanding the opportunities for
women-owned and minority-owned
business enterprises, recipients shall be
encouraged to use women-owned and
minority-owned banks {(a bank which is
owned at least 3¢ percent by women or
minority group members).

(k) Reciplents shall maintain ad-
vances of Federal funds In interest
hearing accounts, unless paragraphs
(kx)(1), {2) or (3) of this sectlon apply.

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

{2) The best reasonably available in-
terest bearing account would not be ex-
pected to earn interest in excess of $250
per year on Federal cash balances.

(3) The deposttory would require an
average or minimum bhalance so high
that it would not be fegsible within the
expected Federal and non-Federal cash
regsources.

{1y For those eniities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, Interest
earned on Federal advances deposited
in interest bearing accounts shall he
remitted annunally to Department of
Heslth and Human Services, Payment
Management System, Rockviile, MD
20852, Interest amounts up to $250 per
year may be retained by the recipient
for administrative expense. State uni-
versities and hospifals shall comply
with CMIA, as it pertains te interest. If
an entity subject to CMIA nses its own
fands to pay pre-award costs for discre-
tionary awards without prior written
approval from fthe Federal awarding
agency, it waives its right to recover
the interest under CMIA..

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

(1) SF-270, Request for Advance or
Reimbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods
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are not used. Federal awarding agen-
cies. however, have the option of using
this form {or construction programs in
lieu of the SF-271, “Outlay Report and
Request for Reimbursement for Con-
struction Programs.”

(25 SF-271, Outlay Report and He-
guest for Reimbursement {or Construe-
tion Programs. Each Federal awarding
agency shall adopt the SF-271 as the
standard form to be used for requesting
reimbursement. {for construction pro-
grams. Howsver, a Federal awarding
agency may substitute the SP-270
when the Federal awarding agency de-
termines that it provides adeguate in-
formation to meet Federal needs.

£215.28 Cost sharing or matching.

(a} All contributions, including cash
and third party in-kind, shall be ac-
cepted as part of the recipient’s cost
sharing or matching when such con-
tributions meet all of the following cri-
teria,

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

(2) Are not included as contributions
for any other federally-assisted project
or Program.

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

(4} Are allowable under the applica-
ble cost principles,

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

(8) Are provided for in the approved
budget when required by the Federal
awarding agency.

(7) Conform to other provisions of
this part, as applicable.

(b) Unrecoverad indirect costs may be
included as part of cost sharing or
matching only with the prior approval
of the Pederal awarding agency.

(¢} Values {for recipient contributions
of services and property shall be estab-
lished in accordance with the applica-
ble cost principles. If a Federal award-
ing agency authorizes recipients to do-
nate bulldings or land for construction/
facilities acguigition projects or long-
term use, the value of the donated
property for cost sharing or matching
shall be the lesser of paragraphs {(c)(1)
or (2) of this section.
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(1; The certified value of the remalin-
ing life of the property recorded in the
recipient’s accounting records at the
time of donatlon.

{2) The current fair market value.
However, when there is sufficient jus-
tification, the Federal awarding agen-
cy may approve the use of the current
{air market value of the donated prop-
erty, even if it exceeds the certified
value at the time of donation to the
project.

(d) Volunteer services furnished by
professional and Sechnical personnel,
consultants, and other skilled and un-
skilled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid for sirnilar work in the
recipient’s crganization. In those in-
stances in which the reguired skills are
not found in the recipient organization,
rates shazll be consistent with those
paid for similar work in the labor mar-
ket in which the racipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, allowable, and allocable may
be included in the valuation.

{e) When an employer other than the
recipient furnishes the services of an
employvee, these services shall be val-
ned at the emplovee's regular rate of
pay (plus an amount of iringe benefits
that are reasonable, allowable, and al-
locable, but exclusive of overhead
costs), provided these services are in
the same skill for which the employee
is pormally paid.

(f) Donated supplies may include
such items as expendable egquipment,
office supplies, laboratory supplies or
workshop and classroom  supplies.
Value assessed to donated supplies in-
cluded in the cost sharing or matching
share shall be reasonable and shall not
exceed the fair market value of the
property at the time of the denation.

(g7 The method used for determining
cost sharing or matching for donated
equipment, buildings and land for
which title passes to the reciplent may
differ according to the purpose of the
award, if paragraphs (g)(1) or {2} of this
section apply.

(1) If the purpose of the award is to
assist the recipient in the acquisition
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of eguipmen$, buildings or land, the
tosal value of the donated vproperty
may he claimed as cosé sharing or
matching.

{2y If the purpcse of the award is to
support activities that require the use
of equipment, bulldings or land, nor-
mally only depreclation or use charges
for equipment and buildings may be
made. However, the full vaiue of equip-
ment or other capital assets and fair
rental charges for land may be allowed,
provided that the Faderal awarding
agency has approved the charges.

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

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

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

(3) The value of donated space shall
no$ exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in & privately-owned
building in the same locality.

{4) The valne of loaned eguipment
shall not exceed its fair rental value,

(5) The following requirements per-
fain to fthe recipient’'s supporting
records for in-kind contributions from
third parties.

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

(11} The basis for determining the
valuation for personal service, mate-
rial, equipment, buildings and land
shall be documented.,

§215.24 Program income.

{a) Federal awarding agencies shall
apply the standards get forth in this
section in requiring recipient organiza-
tioms to acgount for program income

2 CFR Ch. I (1-1-04 Edition)

related to projects financed in whole or
in part with Federal funds.

{b) Except as provided in paragraph
{h) of this secticn, program Income
sarned during the project period shall
be retained by the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be uged in one
or more of the ways listed in the fol-
lowing.

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

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

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

(¢) When an agency authorizes the
disposition of pregram income as de-
scribed in paragraphs (bX1) or (b)(2) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (bX3) of
¢his section.

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

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

(f) If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.
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(g Proceeds from the sale of property
shall be handled in accordance with the
requirements of the Property Stand-
ards (see §215.30 through §215.37).

() Unless Federal awarding agency
regulations or the terms and condition
of the award provide otherwise, recipi-
ente shall have no obligation to the
Federal Government with respect to
program income earned from license
{ees and royalties {or copyrighted ma-
terial, patents, patent applications,
trademarks, and inventions produced
under an award. However, Patent and
Trademark Amendments (35 U.8.C. 18
apply to inventions made under an ex-
perimental, developmental, or research
award.

§£215.25 Revision of budget and pro-
gram plans.

(a) The budget plan is the financial
expression of the project or program as
approved during the award process. It
may include either the Federal and
non-Federal share, or only the Federal
share, depending upon Federal award-
ing agency requirements. It shall be re-
lated to performance for program eval-
uabion purposes whenever appropriate.

(b} Recipients are required tc report
deviations from budget and program
plans, and request prior approvals for
budget and program plan revisions, in
accordance with this section.

(c} For nonconstruction awards, re-
cipients shall request prior approvals
irom Federal awarding agencies {or cne
or more of the fellowing program or
budget related reasons.

(1) Change in the scope or the pbjec-
tive of the project or program (even if
there is mno associated budget revision
requiring prior written approval).

(2) Change in a key person specified
in the application or award document.

{3) The absence for more than three
months, or & 25 percent reduction in
time devoted to the project, by the ap-
proved project director or principal in-
vestigator.

(4) The need for additional Federal
funding.

(5) The transfer of amounts budgeted
{or indirect costs L0 absorb increases in
direct costs, or vice versa, if approval
i requireéd by the Federal awarding
AEENCY.
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(6) The inclusion, unless walved by
the Federal awarding agency, ol costs
that require prier approval in accord-
ance with any of the {ollowing, as ap-
plicable:

1) 2 CFR part 220, “Cost Principles
{for Educational Institutions {OME Cir-
cular A-21n"

(iiy 2 CFR part 230, '"Cost Principles
{or Non-Profit Organizations {OMEB Cir-
cular A-122)"

(iiiy 46 CFR part 74, Appendix E,
“Principles for Determining Costs Ap-
plicahle to Research and Development
under Grants and Contracts with Hos-
pitals;"’ and

(iv} 48 CFR part 31, "'Contract Cost
Principles and Procedures.”

f7) The transfer of funds allotted for
sraining allowances (direct payment o
trainees) btc other categcries of ex-
pense.

(8) Unless desecribed in the applica-
tion and funded in the approved
awards, the subaward, transfsr or con-
tracting out of any work under an
award, This provision does not apply to
the purchase of supplies, material,
equipment or general sapport services,

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

(e) Except for requirements listed in
paragraphs {c)(1) and (¢)(4) of this sec-
tion, Federal awarding agencies are an-
thorized, at their option, to waive cost-
related and administrative prior writ-
ten approvals required by 2 CFR parts
220 and 230 {OMB Circulars A-21 and A-
122). Such waivers may include author-
izing recipients to do any one or more
of the following.

(1) Incur pre-award costs 90 calendar
days prior to award or more than 90
calendar days with the prior approval
of the Federal awarding agency. All
pre-award costs are incnrred at the re-
cipient's risk (i.e., the Federal award-
ing agency is under no obhligation to re-
imburse such costs if for any reascn
the recipient does not receive an award
or if the award is less than anticipated
and inadeguate to cover such costs).

(2) Initiate a one-time extension of
the expiration date of the award of up
t0 12 months unless one or more of the
following conditions apply. For one-

c
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time extensions. the recipient must no-
tify the IFederal awarding agency in
writing with the supporting reasons
and revised expiration date at least 10
days befare the expiration date speci-
fied in the award. This one-time exten-
sion may not be exercised merely for
the purpose of using unobligated bal-
ances.

(i) The terms and conditions of award
prohibit the extension.

{11} The extenslon requires additional
Federal funds.

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

(3) Carry forward unobligated bal-
ances 0 subsequent funding periods.

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

(fy The Federal awarding agency
may, at its option, regtrict the transfer
of funds among direct cost categories
or programs, functione and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such btransfers
exceeds or is expected o exceed 10 per-
cent of the total budget as lagt ap-
proved by the Federal awarding agen-
¢y, No Federal awarding agency shall
permit a transfer that would canse any
Federal appropriation or part thereof
to be used for purposes other than
those consistent with the originai in-
tent of the appropriation.

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

(h) For construction awards, recipi-
ents shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs ¢h)1}, (2) or (3) of this sec-
tion appty.

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

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

(1) No other prior approval reguire-
ments for specific ltems may be im-
posed unless a deviation has heen ap-
proved hy OMB.

(j) When a Federal awarding agency
makes an award that provides gupport
for both construction and nonconstruc-
tion work, the Federal awarding agen-
¢y may require the recipient tc request
prior approval from the Federal award-
ing agency before making any fund or
budget transfers between the two types
of work supporsed.

(kx) For both construction and non-
construction awards, Federal awarding
agencies shall require recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal authorized funds is expected
t0 exceed the needs of the recipient for
the project period by more than 35000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if an application
for additional funding is submitted for
a continuation award.

(1) When requesting approval f{or
budget revisions, recipients shall use
the budget forms that were used in the
application unless the Federal award-
ing agency indicates a lettier of request
suffices,

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

[68 FR 26281, May 11, 2004, as amefded at 70
FR 51880, Awg. 41, 2005]

§215.26 Non-Federal audits.

(a) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit reguirements contained in the
Single Audit Act Amendments of 1956
(81 U.8.C. 7601-7507) and revised OMB
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Cireular £-132, “Audits of States.
L.ocal Governments, and Non-Profit Or-
ganizations ™

(b) State and local governments shali
e subject Lo the andit reguirements
contained in the Single Audit Act
Amendments of 1898 (31 U.5.C. 7501-
7507) and revised OMB Circunlar A-132
" Audits of States, Liocal Governments,
ang Non-Profit Organizations.”

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

(d) Commercial organizations shall
be subject to the audit requirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

§215.27 Allowable costs.

For each kind of recipient, there is a
set of Fegderal principles for deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
loeal or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of 2
CFR part 225, *“Cost Principles for
State, Local, and Indian Tribal Govern-
ments (OME Circular A-87.' The allow-
ability of costs incurred by non-prefit
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, ‘‘Cost Principies for Non-Prefit Or-
ganizations (OMB Circular A-122)." The
allowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, '‘Cost Prin-
ciples for HEducational Institutions
(OME Circular A-21}." The allowability
of costs incurred by hospitals is deter-
mined in accordance with the provi-
sions of Appendix E of 45 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowability of costs in-
curred by commercial organizations
and those non-profit organizations list-
ed in Attachment C to Circular A-122 is
determined in accordance with the pro-
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visions of the Paderal Acgulstion Heg-
ulation (FAR) al 48 CFR part 31.

{70 FR 31880, Aug 31, 2005]

§215.28 Period of availability of funds.

Where a funding period is specified, a
recipient may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
riod and any pre-award costs aunthor-
ized by the Federal awarding agency.

§215.29 Conditional exemptions.

{a) OMB authorizes conditipnal ex-
emption from OME administrative re-
guirements and cost principles circu-
lars for certain Federal programs with
statutorily-aathorized consolidated
planning and consolidated administra-
tive funding, that are identified by a
Federal agency and approved by the
head of the Executive department or
establishment. A Federal agency shall
consult with OME during its consider-
ation of whether to grant such an ex-
emption.

My To promote sefficiency in State
and local program administration,
when Federal non-entitlement pro-
grams with common purposes have sps-
cific statutorily-aunthorized consoli-
dated planning and consoclidated ad-
ministrative funding and where most of
the State agency's resources oome
{frorm non-Federal sources, TFederal
agencies may exempt these covered
State-administered, non-entitlement
grant pregrams from certain OMB
grants management regquirements. The
exemptions would be from:

(1) The reguirements in 2 CFR part
295, “‘Cost Principles for State, Liocal,
and Indian Tribal Govermments (OMEB
Circular A-B7)" other than the
allocability of costs provisions that are
contained in subsection C.2 of Appendix
A to that part,

(2) The reguirements in 2 CFR parg
220, “Cost Principles {or Educatfional
Institutions (OMB Circular A-21)"
other than the allocability of costs pro-
visions fhat are contained in paragraph
C.A1in section C of the Appendix to that
part;

(3) The reguirements in 2 CFR part
230, “'Cost Principles for Non-Profit Or-
ganizations (OMB Circular A-122)"

H
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other than the allocability of costs pro-
vistons that are in paragraph A4 in
section A of Appendix A to that part;

4) The administrative requirements
provisions of part 216 (OMB Circular A-
110, “'Uniform Administrative Require-
mertts for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Proflt Organlza-
tions,''), and

(5) The agencies’ grants management
gommon rule {sec §2L5.5),

(c) When a Federal! agency provides
this flexibility, as a prerequisite to a
State's exercising this option, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
siong of 2 CFR part 225, "“Cost Prin-
cipies for State, Local, and Indian
Tribal Governments (OMB Circular A-
87)" and extend such. policies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
eral statutory and regulatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and fundsg are not be used for general
expenses reguired to carry out other
responsibiiities of a State or ifs sub-
recipients.

[68 FR 26281, May 11, 2004, ag amended at 70
FR 51881, Aug. 31, 20051

PROPERTY STANDARDS

§215.3¢0 Purpose of property stand-
ards.

Sections 215.31 sthrough 21637 set
forth uniform standards governing
management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
preject supported by a Federal award.
Federal awarding agencies shall re-
quire recipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own property
management standards and procedures
provided it observes the provisicns of
§215.31 through §215.37.

2 CFR Ch. 11 (1-1-06é Edition)

§215.31 Insurance coverage.

Racipients shall, at 2 minimum, pro-
vide the eguivalent insurance coverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by the recipient.
Federally-owned property need not be
insured unless required by the terms
and conditions of the award.

§216.32 Real property.

Bach Federal awarding agency shall
prescribe requirements for reciplents
concerning the use and disposition of
real property acguired in whole or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall contain
the following.

{a) Title to real property shall vest in
the recipient subject to the condition
that the recipient shall use the real
property for the anthorized purpose of
the project as long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding
4gency.

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

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

(1) The recipient may be permitted to
retain title without further obligation
tc 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 participation in
the project.

A
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{23 The recipient may be directed uo
sell the property under guidelines pro-
vided by the Federal awarding agency
and pay the Federal Government for
that percentage of the current fair
market walne of the property attrib-
utable to the Federal participation in
the project (after deducting actual and
reasonable selling and fix-up expenses,
if any, from the sales proceeds). When
the recipient is authorized or required
to sell the property, proper sales proce-
dures shall be established that provide
for competition to the extent prac-
ticable and result in the highest pos-
sible return.

(3) The recipient may be directed to
transfer title to the property to the
Federal Government or to an eligible
third varty provided that, in such
cases, the recipient shall be entitlad to
compensation for its attributable per-
centage of the current fair rarket
value of the property.

§215.33 Federally-owned and exempt
property.

(a) Federclly-owned property. (1) Title
to federally-owned property remains
vested in the Federal Government. Re-
ciplents shall sapmit anpunzally an in-
ventory listing of {ederally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the award or when the property is no
longer needed, the recipient shall re-
port the property to the Federal award-
ing agency for {further Federal agency
utilization.

(2) 1f the Federal awarding agency
has no further need for the property, it
shall be declared excess and reperted to
the General Services Administration,
unless the Federa)l awarding agency
has -statutory aunthority to dispose of
the property by alternative methods
(e.g., the authority provided by the
Federal Technology Transfer Act (15
7.8.C. 3710 (I)) to domate research
eguipment to educational and non-prof-
it organigations in accordance with
E.C. 12821, “Lmproving Mathematics
and Science Education in Support of
the MNational Education Goals” (57 FR
542858, 3 CFR, 1992 Comp., p. 323)). Ap-
propriate instructions shall be issued
to the recipient by the Federal award-
ing agency.
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(L) Erxemp! property. When statuiory
authority exists, the Federal awarding
agency has the option o vest title to
property acguired with Federal funds
in the recipient without further obliga-
tion to the Federal Government and
under conditions the Federal awzarding
agency oconsiders appropriate. BSuch
property is ‘exempt property.” Should
& Federal awarding agency not estap-
lish conditions, title te exempt prop-
erty upon acguisition shall vest in the
recipient without further obligation to
the Federal Government.

§215.34 Equipment.

{a) Title to eguipment acquired by a
recipient with Federal funds shall vest
in the recipient, subject tc conditions
of this section.

(b) The recipient shall not use equip-
ment acquired with Federal funds to
provide services to non-Federal outside
organizations for a fee that is less than
private companies charge for eguiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Federal Governmment retains an
interest in the eguipment.

{¢) The recipient shall use the equip-
ment in the project or program Ifor
which it was acgrired as long as need-
ed, whether or not {he preject or pro-
gram continues to be supported by Fed-
eral funds and shzall net encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for bthe original project or pro-
gram, the recipient shall use the equip-
ment in connection with itg cther fed-
erally-sponscred activities, in the fol-
lowing order of priority:

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

(2) Activities sponsored Dy other Fed-
eral awarding agencies.

() During the time that eguipment
is used on the project or program lor
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 on the
project or program for which the eguip-
ment was originally acquired. First
preference for such other use shall he
given to other projects or programs
sponsoreté by the Federal awarding
agency that financed the sguipment;
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second preference shall be given to
projects or programs sponsored by
other Federal awarding agencies. If the
equipment is owned by the Federal
Government, use on other activities
not sponsored by the Federal Govern-
ment shall be permissible if authorized
by the Federai awarding agency. User
charges shall be treated as program in-
come.

(e} When acquiring replacement
equipment, the recipient may use the
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 the Federal awarding agency.

{f) The recipient’'s property msanage-
ment standards for equipment acquired
with Federal funds and federally-owned
eguipment shall include ali of the fol-
lowing:;

{1) BEquipment records shall be main-
tained aceurately and shall inciude the
following infermation.

(i) A descripticon of the equipment.

(i1} Manufacturer’s serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number.

(ii1) Bource of the equipment, includ-
ing the award number.

(1v) Whether title vests in the recipi-
ent or the Federal Government.

(v) Acgquisition date {(or date re-
ceived, if the equipment was furnished
by the Federal Governmaent) and cost,

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

(vii) Location and condition of the
sguipment and the date the informa-
tion was reported.

{viii) Unit acguisition cost.

fix) Ultimate disposition data, in-
cluding date of disposal and sales price
or the method used to determine cur-
rent fair market value where a recipl-
ent compensates the Federal awarding
agency for its share.

(2) Bquipment owned by the Federal
Government shall be identified teo indi-
cake Federal ownership.

(3) A physical inventory of equipment
shall be taken and the results ree-
onctied with the equipment records at
least onge every two years. Any dif-
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ferences between quantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection wigh 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, darnage, or theft of the
equipment, Any loss, damage, or theft
of equipment shall be Investigated and
fully documented; if the squipment was
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agenucy. ‘

(6) Adeguate maintenance procedurss
shall be implemented to Xxeep the
equipment in good condition.

(6) Where the reciplent iz authorized
or required to sell the eguipment, prop-
er sales procedures shall be established
which provide for competition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the equipment, the eguipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $6000 or more, the
recipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its sucecessor. The
amount of compensation shall be com-
puted by applying the psercentage of
Federal participation in the cost of the
original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the eguipment, the recipient shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whether the equipment can be used io
meet the agency's requirements. If no
requirement exists within that agency,
the avallability of the eguipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a reguire-
ment for the equipment exists in other
Federal agencies. The PFederal award-
ing agency shall issne instructions to
the recipient no later than 120 calendar
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daye after the reciplent's regyuest and
the follewing procedures shall govern.

{1) If so instructed or if disposition
instructions are not issued within 120
calendar days after the recipient’s re-
guest, the recipient shall sell the
equipment and reimburse the Federal
awarding agency an amount computed
by applying te the sales preceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
the Federal share 3500 or ten percent of
the proceeds, whichever is less, for the
recipient’s selling and handling ex-
penses.

(2) 1f the recipient is instructed to
ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Government by an amount which
is computed by applying the percent-
age of the recipient’s participation in
the cost of the original project or pro-
gram o the current fair market value
of the equipment, plus any reasonable
shipping or interim storage costs in-
curred.

(8) If the recipient is instructed to
otherwise dispose of the egquipment, the
recipient shall be reimbursed by the
Federal awarding agency for such costs
incurred in its disposition.

(4) The Federal awarding agency may
reserve the right to transfer the title
to the Federal Government or o a
third party named by the Federal Gov-
ernment when such third party is oth-
erwise eligible under existing statutes.
Such transfer shall be subject to the
following standards.

(i) The eguipment shall De appro-
priately identified in the award or oth-
erwise made ¥nown to the recipient in

writing,
(i) The Federal awarding agency
shall 1issue disposition instructions

within 120 calendar days after receipi
of a final inventory. The final inven-
tory shall list all equipment acguired
with grant funds and fsderally-owned
equipment. If the Federal awarding
agency fails to issue disposition in-
structions within the 120 calendar day
pericd, the recipient shall apply the
standards of this section, as appro-
priate.

{ili) When +the Federal awarding
agency exercises its right to take title,
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the eguipment shall be sablect Lo the
provisions for {ederally-owned eguib-
ment.

£215.35 Supplies and other expend-
able property.

{a) Title to supplies and other ex-
pendable property shall vest in the re-
cipient upon acguisition. If Chere is a
residual inventory of unused supplies
excesding §5000 in total aggregate
value upon termination or completion
of the project or program and the sup-
plies are not needed for any other fed-
erally-sponsorsd project or program,
the recipient shall retain the supplies
{for use on non-¥ederal sponsored ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
ernment for its share. The amount of
compensation shall be computed in the
same manner as for equipment.

(b) The recipient shall not use sup-
plies acquired with Federal {umds to
provide services to non-Federal outside
organizations for a fee that is less than
private companies charge for eguiva-
lent services, unless gpecifically au-
thorized by Federal statute as long as
the Federal Government retains an in-
terest in the supplies.

§216.36 Intangible property.

(&) The recipient may copyright any
work that is subject to copyright and
was developed, or for which ownership
was purchased, under an award. The
Federal awarding agency(ies) reserve a
royalty-free, nonexclusive and irrev-
ocable right to reproduce, publish, or
otherwise use the work for Federal pur-
poses, and tc anthorize pthers to do so.

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

{¢) The Federal Government has the
right to:

(1) Obtain, reproduce, publish ar oih-
erwise use the data first produced
under an award.




§215.37

{2} Authorize athers to receive, repro-
duce, publish, or otherwise use such
data for Federal purposes.

{d) (1) In addition, In response to a
Freadom of Information Act (FOIA) re-
quest for research data relating to pub-
lished research findings produced under
an award that was used by the Federal
Government in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
avaitable te the public through the pro-
cedures established under the FOIA. I
the Federal awarding agency obtains
the research data solely in response o
a FOIA request, the agency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipl-
ents. This fee ig in addition to any fees
the agency may assess under the FOIA
(6 U.S.C. 552(a 4 A)N.

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

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

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

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

(ii) Published iz defined as either
when:

(A) Research findings are published
in a peer-reviewed scientific or tech-
nical journal; or
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(B} A Federal agency publicly and of-
ficially cites the research findings in
support of an agency action that has
the force and effect of law.

{i11) Used by the Federal Government
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially cites the research findings Iin
support of an agency action that has
the force and effect of law.

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

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

$215.37 Property trust relationship.

Real property, equipment, intangible
property and debt instruments that are
acguired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the project or program under which
the property was acquirsd or improved.
Apencies mey require recipients to
record liens or other appropriate no-
tices of record to Indicate that per-
sonal or real property has been ac-
guired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement

standards.

Sections 21541 through 215.48 set
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Federal funds.
These standards are furnished to en-
sure that such materials and services
are obtained In an effective manner
and in compliance with the provisions
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of applicable Federal statutes and ex-
epoutive orders. Mo additional procure-
ment standards or reguirements shall
be imposed by the Federal awarding
agencies upon recipients, unless spe-
gifically reguired by Federal statute or
executive order or approved by OMB.

$215.41

The standards contained in this sec-
tion do not relieve the recipient of the
contractual responsibllities arising
under its contract(s). The recipient is
the responsible authority, withont re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of all contractual and administra-
tive issues arising out of procurements
entered into in support of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
evaluation or other matters of a con-
tractual nature. Matters concerning
violation of statute are to bhe referred
to such Federal, State or local anthor-
ity as may have proper jurisdiction.

Recipient responsibilities,

£215.42 Codes of conduct.

The recipient shall maintain written
standards of conduct governing the
performance of its employees engaged
in the award and administration of
contrachs. Mo employee, officer, or
agent ghall participate in the selection,
award, or administration of a contract
supported by Federal funds if a real or
apparent conflict of interest would be
involved. Such a conflict would arise
when the employee, officer, or agent,
any member of hig or her immediate
family, his or her partner, or an Orga-
nization which employs or is about to
employ any of the parties indicated
herein, has a financial or other interest
in the firm selected for an award. The
officers, employees, and agents of the
recipient snall neither seclicit nor ac-
gept gratuities, {avors, or 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 or the gift is an unso-
licited item of nominal value., The
standards of conduct shall provide for
disciplinary actions to be applied for
violations of such standards by offi-
cers, employees, or agents of the re-
cipient.
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§215.43 Competition.

All procurement transactions shall
be conducted in a manner to provide,
to the maximum extent practical, open
and {res compefitiecn. The recipient
shall be alert to organizational con-
flicts of interest as well a8 noncompeti-
tive practices among contractors that
may restrict or eliminate competition
or otherwise resurain trade. In order 1o
ensure objective contractor perform-
ance and eliminpate unfair competitive
advantage, contractors that develop or
draft  specifications, requirements,
statements of work, invitations Ifor
bids and/or requests for proposals shall
pe excluded from competing for such
procurements. Awards shall be made to
the bidder or offeror whose bid or offer
iz responsive to the solicitation and is
most advantageous te the recipient,
price, guality and other factors consic-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offeror shall fulfill in order for the
bid or offer to be evalnated by the re-
cipient. Any and all bids or ofiers may
be rejected when it is in the recipient’s
interest to de s0.

§215.44 Procurement procedures.

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

(1) Recipients avopid purchasing un-
necessary items.

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

(3} Solicitations for goods and serv-
ices provide for all of the following.

(1) A clear and accurate description
of the technical requirements for the
material, product or service to be pro-
cured. In competitive procurements,
such a description shall not contain
features which unduly restrict com-
petition.

(i1} Reguirements which the bidder/
offeror must fuifill and all other fac-
tors to be used in evaluating bids or
proposals.

(i11) A description, whenhever prac-
ticable, of techmical reguirements in
terms of functicas to be performed or
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performance required, including the
range of acceptable characteristics or
minimum acceptable standards.

(1v) The specific features of '‘brand
name or equal’ descriptions that bid-
ders are required to meef when such
items are included in the solicitation.

(v} The acceptance, bto the extent
practicable and economically feasible,

of products and services dimensioned in

the metric system of measurement.

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

(b} Positive efforts shall be made by
recipients to utlllze small businesses,
minority-owned f{irms, and women's
huasiness enterprises, whenever pos-
sible. Recipients of Federal awards
shall take all of the following steps to
further this goal.

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

(2) Malke information on forthcoming
apportunities avallable and arrange
time frames for purchases and con-
tracts to encourage anc facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's buginess
enterprises.

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

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

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

(5 Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce's Minor-
ity Business Development Agency Iin
the sgolicitation and uwtilization of
small businesses, minority-owned firms
and women's business enterprises.

(c) The type of procuring instruments
used (e.g., fixed price contracts, cost re-
imbursable contracts, purchase orders,
and incentive conbracts) shall be deter-
mined by the recipient but shall be ap-
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propriate for the particular procure-
ment and for promoting the best inter-
est of the program or project involved.
The ‘‘cosb-plus-a-percentage-of-cost’
or “‘percentage of construction cost”
methods of contracting shall not be
nsed.

(d) Contracts shall be made anly with
responsible congtractors who possess
the potential ability to perform suc-
cessfully under the terms and condi-
tions of the propose¢ procurement.
Clonsideration shall be given to such
matiers as contractor integrity, record
of past performance, financial and
technical regources or accessibility to
other necessary resources. In cerfain
circumstances, confracts with cerfain
parties are restricted by agencies’ im-
plementation of E.O.s 12549 and 12689,
“Debarment and Suspension.”

{e) Recipients shall, on request, make
available for the Fsderal awarding
agency, pre-award review and procure-
ment docurnents, such as reguest{ for
proposals or invitations for bids, inde-
pendent cost estimates, etc., when any
of the {following conditions apply.

(1) A recipient’s procurement proce-
dures or operation falls to comply with
the procarement standards in the Fed-
eral awarding agency's implementation
of thig part.

(2) The procurement is expected to
exceed the small purchase threshold
fixed at 41 U.S.C. 408 (11) (eurrently
$25,000) and is to be awarded without
competition or only one bid or offer is
recelvad in response to a solicitation.

{(3) The procurement, which Is ex-
pected toc exceed the small purchase
threshold, specifies a ‘‘bhrand name"
product,

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

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

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurement files in connection with
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pvery procurement action. Price anal-
vsis may be accomplished in various
waye, including the comparison of
price guotations submitted, market
prices and similar indiciza, together
with discounts. Cost analysis is the re-
view and evaluation of each element of
cost  to determine reasonableness,
allocability and allowability.

£215.46 Frocurement records.

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

(a) Basis for contractor selection;

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

(c) Basis for award cost or price.

$215.47 Contract administration.

A gystem {or contract administration
shall be maintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adeguate and
timely fellow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and docurment, as appro-
priate, whether contractors have met
the terms, conditions and specifica-
tions of the contract.

£§215.48 Contract provisions,

The recipient shall include, in addi-
ticn to provisions to define & sound and
complete agreement, the following pro-
visions in all contracts. The {ollowing
provisions shall alsc be appiied to sub-
contracts.

(&) 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 or breaches the
contract terms, and provide for such
remedial actions &8 may be appro-
priate.

{by All contracts in excess of the
small purchase threshold shall contaln
suitable provisions for termination by
the rscipient, inciuding the manner by
which termination shall be effected
and the basis for settlement. In addi-
tion, such contracts shall describe con-
ditions under which the contract may
be terminated {or default az well as

§215.48

conditions where the contract may be
terminated because of circumstances
beyond the control of the contractor.

{c) Except as otherwise reguired by
statute, an award that reguires the
contracting (or subcontracting) {for
construction or facility improvements
shall provide for the recipient tc follow
ite own reguirements relating to bid
gunarantees, performance bonds, and
payment bonds unless the construction
contragt or  subcontract exceeds
$100,000. For those contracts or sub-
contracts exceeding $100,000, the Fed-
eral awarding agency may accept the
bonding policy and requirernents of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government’s interest
is adequately protected. If such a de-
termination has not been made, the
minimum requirements shall be as fol-
lows.

(1> & bid guarantee from esach bidder
eguivalent to five percent of the bid
price. The “bid guarantee' shall con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder shall
upon aceceptance of his bid, execute
such confractual docoments as may be
required within the time specified.

(2) A performance bond on the part of
the contractor ior 100 percent of the
contract price. A “performance bond”
is one executed in connection with a
contract to secure fulfillrnent of all the
contractor's obligations under such
contract.

{3) A payment bond on the part of the
contractor for 100 percent of the con-
tract price. A “payment bond” is one
executed in connection with a sontract
0 assure payment as required by stat-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(4) Where bonds are reguired im the

_situations described herein, the bonds
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shall be obtained from companies hold-
ing certificates of authority as accept-
able sureties pursuant to 31 CFR part
223, “*Surety Companies Doing Business
with the United States.”’

(d) All negotiated contracts (except
those for iess than the small purchase
threshold) awarded by recipients shall
include a provision to the effect that
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§215.50

the recipient, the Federal awarding
agency, the Comptrolier General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
ceas to any bocks, documents, papers
and records of the contractor which are
directly pertinent to 2 specific pro-
gram for the purpose of making auwdits,
examinations, excerpts and tran-
scriptions.

(e} All contracts, Including small
purchases, awarded by recipients and
their contractors shall contain the pro-
curement provisions of appendix A to
this part, 25 applicable.

REPORTS AND RECORDS

§215.50 Purpose of reports and

records,

Sections 215.51 through 215.53 set
forth the procedures for monitoring
and reporiing on the recipient’s finan-
cizl and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
quirements.

§215.51 Monitoring and reporting pro-
gram performance.

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

(b The Federal awarding agency
shail prescribe the frequency with
which the performance reports shall be
submitted, Except as provided in
§215.5L({f), performance reports shall
not be required more frequently than
guarterly or, less freguently than an-
nually. Annual reports shall be due 30
calendar days after the grant year
guarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple year awards
in lieu of these requirements. The final
performance reports are due 50 cal-
endar days after the expiration or ter-
mination of the award.

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

(1) A comparison of actual accom-
plishments with the goais and objec-
tives established for the pericd, the
findings of the Investigator, or both.
Whenever appropriate and the output
of programs or projects can be readily
quantified, such quantitative data
should be related to cost data for com-
putation of unit costs.

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

(8) Other pertinent information in-
c¢luding, when appropriate, analysis
and explanation of cost overruns or
high unit costs.

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

(f) Recipienta shall immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Alse, notification shall be given in fhe
case of problems, delays, or adverse
conditions which materiaily impair the
ability to meet the objectives of the
award. This notification shall include a
statement of the action taken or con-
tempiated, and any assistance needed
to resclve the sitnation.

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

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

§215.52 Financial reporting.

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

(1) SF-269 or SF-26%A, Financial Sta-
tus Report.

(I} Kach Federal awarding agency
shall require recipients to use the SF-
269 or SF-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have the option of
not requiring the SF-289 or SF-260A
when the SF-270, Request for Advance
or Relmbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adeguate information
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tu meel ite needs, except that a final
SF-268 or SP-26%A shall be required at
the completion of the project when the
S¥-270 is used only for advances

(i) The Federal awarding agency
shall prescribe whether the report shall
be on a cash or acgcrual Dasis. If the
Federal awarding agency rasquires ac-
crual information and the recipient’s
accounting records are not normally
kent on the acerual basis, the recipient
shall not be required to convert its ac-
counting system, but shall develop
such accrual information through best
estimates based on an analysis of the
documentation on hand.

(iii) The Federal awarding agency
shall determine the frequency of the
Financial BStatus Report for each
project or program, cconsidering the
size and complexity of the particular
project or prograrn. However, the re-
port shall not be reguired more fre-
guently than quarterly or less dfre-
guently than annually. A final report
shall be reguired at the completion of
the agreement.

{iv) The PFederal awarding agency
shall require recipients to submit the
SP-269 or SFP-269A (an original and no
mere than two copies) ne later than 3¢
days after the end of each specified re-
porting period for guarterly and semi-
annual reporte, and 90 calendar days
for annual and final reports. Hxten-
sions of reporting due dates may be ap-
proved by the Federal awarding agency
upon request of the recipient.

(2) SPF-212, Report of Federal Cash
Transactions.

(3} When funds are advanced to re-
cipients the Fedesral awarding agency
shall require each recipient to submit
the BF-272 and, when necessary, its
continuation sheet, 8F-272a. The Fed-
era] awarding agency shall use this re-
port to monitor cash advanced to re-
cipients and to obtain dishbursement in-
formation for each agreernent with the
recipients,

(i1) Federal awarding agenciss may
reguire forecasts of Federal cash re-
guirements in the “"Remarks’ section
of the report.

{iil) When practical and deemed nec-
essary, Federal awarding agencies may
reguire recipients %o report in the
“Remarks” section the amount of cash
advances received in execess of thres

§215.52

days. Recipients shall provide short
narrative explanatione of actions taken
to reduce the excess balances.

(ivy Reciplents shall be reguired to
siebmit not more than the original and
wo copies of the SP-272 15 calendar
days following the end of esach guarter.
The Federa) awarding agencies may re-
guire a monthly report from those re-
cipientgs receiving advances totaling $1
millicn or more per year.

{(v) Federal awarding agencies may
waive the reguirement for submissicn
of the SF-272 for any one of the fol-
lowing reasons:

(&) When monthly adévances do not
exceed $25,000 per recipient, provided
that =such advances are monitorad
through other forms containsed in this
section;

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

(C) When the electronic payment
mechanisms provide adequate data.

(b) When the Federal awarding agen-
¢y needs additional information or
more freguent reports, the f{ollowing
shall be observed.

(1) When additional information is
needed to comply with legislative re-
quirements, Federal awarding agencies
shall issue instructions to reguire re-
cipients to submit such information
under the “‘Remarks' section of the re-
ports.

(2) When a Federal awarding agency
determines that a recipient’s account-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation to further monitor awards may
e obtained upon written notice to the
recipient until such time as the system
is brought up to standard, The Feferal
awarding agency, In obtaining this in-
{formastion, shall comply with report
clearance requiremernts of 5§ CFR part
1320.

(3) Federal awarding agencies are en-
couraged to shade ont any line item on
any report if not necessary.

(4) Federal awarding agencies may
acoept the identical information from
the recipients in machine readable for-
mat or computer printouts or elec-
trenic outpubs in lieu of prescribed for-
mats.
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§215.53

{5} PFederal awarding agencies may
provide computer or electronic outpubs
to recipients when such expedites or
contributes to the accuracy of report-

ing.

4215.58 Reiention and access require-
ments for records.

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

(b) Financial records, supporting doc-
zments, statistical records, and all
other records pertinent to an award
shall be retained for 4 period of three
yvears from the date of submission of
the final expenditure report or, for
awards that are renewed guarterly or
annually, from the date of the submis-
sion of the quarterly or annual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
tiens are the foltlowing.

(1) If any litigation, claim, or audit is
started before the expiration of the 3-
year period, the records shali be re-
tained until ai]l litigation, claims or
andit findings involving the recocrds
have heen resolved and final action
taken,

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

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

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

(c) Copies of original records may be
substituted for the original records if
authorized by the Federal awarding

agency,
(d} The Federal awarding agency
ghall request transfer of certain

records to 1ts custody from recipients
when it determines that the records
possess long term retention value.
However, in order fo avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangemsents for re-
clpients to retain any records that are
continuously needed for jeint use.
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{e) The Federal awarding agency, the
Inspector General, Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any books, docu-
ments, papers, or other records of re-
cipients that are pertinent to the
awards, in order to make augits, ex-
aminatlons, excerpts, transeripts and
coples of such documents, This right
also includes timsely and reasonable ac-
cess to a reclpient’s personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access In this paragraph are not lim-
ited to the required retention period,
but shall last as long as records are re-
tained.

(f) Unless required by statule, no
Federal awarding agency shall place
restrictions on recipients that Iimit
public access to the records of recipl-
ents fhat are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted from disclosure
pursuant to the Freedom of Informa-
tion Act (5 U.8.C. 552) if the records
had belonged %0 the Federal awarding
aAgency.

(g) Indirect cost rate proposals, cost al-
locations plans, ete. Paragraphs (g)(1)
and (gX2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rafe
compufations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
(such as computer usage chargeback

ratee or composite fringe benefit
rates).

(1) If submitted for megotiation. If the
recipient submits $0 the Federal

awarding agency or the subrecipient
spbmits to the recipient the proposal,
plan, or gsther computation to form the
basis for negotiation of the rate, then
the 3-yvear retention period for its sup-
porting records starts on the date of
such submission,

(2) If not submitted for negotiation. If
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required ¢o submit
to the recipient the proposal, plan, or
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orner compitation for negotiatlon pur-
poses, then the 3-year retention period
{or the proposal, plan, or other com-
putation and its supporting records
starts at the end of the fiscal vear (cor
other acscounting period) covered@ by
the propesal, plan, or other computa-
fion.

TERMINATION AND ENFORCEMENT

§215.60 Purpose of termination and
enforcement.

Sections 216.61 and 215.62 set forth
uniform suspension, termination and
enforpgement procedures.

£215.61 Termination.

{a) Awards may be terminated in
whole or in part only if paragraphs
(a)1), {2) or (3) of this section apply.

{1y By the Federal awarding agency,
if a reciplent materially falls to com-
ply with the terms and conditions of an
awargd.

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

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

(b)y If costs are allowed under an
award, the responsibilities of the re-
cipient referred to in §215.71(a), includ-
ing those {or property management as
applicabie, ghall be considered in the
termination of the award, and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriate.

§215.62 Enforcement,

(&) Remedies for nencompliance. If a re-
cipient materially fails to comply with

6b

§215.62

the Lerms and conditions of an award,
whether stated in a Fedsral statutbe,
regulation, assurance, application, or
notice of award, the Federal awarding
agency may, in addition to imposing
any of the special conditions outlined
in §215.14, take one or more of the fol-
lowing actions, as appropriatve in the
circumstances.

(1) Temmperarily withhold cash pay-
ments pending correction of the defi-
ciency by the recipient or more severe
enforcement action by the Federal
awarding agency.

(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.

{3y Whoelly or partly suspend or ter-
minate the current award.

(4) Withhold further awards for the
project or program.

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

(o) Hearings ond appeals. In taking an
enforcement action, the awarding
agency shall provide the reclpient an
cpportunity for hearing, appeal, or
other administrative procseding to
which the recipient is entitled under
any statube or regulation applicable to
the action invclved.

(c) Effects of suspension and tlermi-
nation. Costs of a recipient resulting
from obligafions incurred by the re-
cipient during a suspensiom or after
termination of an award are not allow-
able unless the awarding agency ex-
pressly authorizes them in the notice
of suspension or termination or subse-
gnently. Other recipient costs during
suspension or after termination which
are necessary and not reasonably
avoidable are azllowable if paragraphs
{e¥1) and {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 a ter-
mination, are noncancelliable.

{2y The costs would be allowable if
the award were not suspended or ex-
pired normally at the end of the fund-
ing pericd in which the termination
takes effect.

{d) Relationship to debarment and sus-
pension. The enforcement remedies
identified in this section, incloding




§215.70

suspension and termination, do not
preclude a recipient from being subject
to debarment and suspension under
E.O.s 12549 and 12689 and fthe Federal
awarding agency implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requirements

§215.7¢ Purpose.

Sections 215.71 through 215.73 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

§215.71 Closeout procedures,

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

(b) Unless the Federal awarding agen-
¢y authorizes an extension, a recipient
shall Hgquidate all obligations incurred
under the award not later than 90 cai-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award

or in agency implemenfing instruc-
tlons.
(¢} The IFederal awarding agency

shall make prompt payments toc & re-
cipient for allowable reimbursable
costs under the award being closed out.

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

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

(f) The recipient shall account for
any real and personal property ac-
quired with Federal funds or recelved
from the Federal Government In ac-
cordance with §215.31 through §215.317.

() In the event a final audit has not
heen performed prior to the closeout of
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an award, the Federal awarding agency
shall retain the right te recover an ap-
propriate amount after fully consid-
ering the recommendations on dis-
allowed costs resulting from the final
andit.

§215.72 Subsequent adjustments and
continuing responsibilities.

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

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the bhasis of a later audit or
other review.

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

(3) Audit requirements in §215.26.

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

(5) Records retention as requwired in
§215.53.

{b} After closeout of an award, a rela-
tionship created under an award may
he modified or ended in whole or in
part with the conseni of the Federal
awarding agency and the recipient,
provided the responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including those for prop-
erty management 2s applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as appropriate.

[65 FR, 26281, May 11, 2004, as amendaed at 70
FR 51881, Aug. 31, 2005]

§215.78 Collection of amounts due.

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

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

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

(3) Taking other action permitted by
statute.

(b) Bxcept as ctherwise provided by
law, the Federal awarding agency shall
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charge interest on an overdue debt in

accerdance with 4 CPR Chapter II,
“Tederal Claims Collection Stand-
ards.”

APFPENDIX A TG PART 215—CONTRACT
PROVISIONG

Al contracts, awarded by a recipient in-
cluding small purchases, shall contain the
following provisions ag applicable:

1. Equae! Employment Opportunily—All con-
tracts shall contain a Provisiop reguiring
compliance with E.O. 11246, *'Egual Employ-
ment Opportunity’ (30 FR 12319, 12635, &
CTR, 1964-1965 Comp., p. 329), as amended by
E.O. 11375, “Amending Executive Order 1124€
Relabing to Egual Employment Oppor-
tunity,’ ang as supplemented by reguiations
at 4 CFR part 60, “'Office of Federal Con-
tract Comptiance Programs, Egual Employ-
ment Opportunity, Department of Labar.”

2. Copelond **Anti-Kickback™ Act {18 U.S.C.
874 and 40 U.5.C. 276c)—All contracts and sub-
grants in excess of §2000 for construction or
repair awarded by recipients and Subrecipi-
ents shall include a provision for compliance
with the Copeland “Anti-Kickback’ Act (18
U.5.C. 874), as supplemented by Department
of Lahor regulations (28 CFR part 3, “'Con-
gractors and Subcontractors on FPublic Build-
ing or Publle Work Financed in Whele or in
Part by Loans or Grants from the United
States'). The Act provides that each con-
tractor or subrecipient shall be prohibited
from inducing, hy any means, any person
employed in the construction, cempletion, or
repalr of public work, to give up any part of
the compensation to which he is otherwise
entitled. The recipient shal] report all sus-
pected or reported viclations to the Federal
awarding agency.

3. Davis-Bacon Aci, as emended (40 U.5.C.
276 to a-7)—When required by Federal pro-
gram legislation, all constructioh contracts
awarded by the recipients and subrecipients
of more than $2000 shall include & provision
for compliance with the Davis-Bacon Act (40
T.8.C. 278a 10 a-7) and as supplemented by
Department of Laber regulations {28 CFR
part 5, “Labor Standards Provisions Applica-
bie o Contracts Governing Federally Fi-
nanced and Assisted Ceonstruction’). Under
this Act, contractors shall be required vo pay
wages to laborers and mechanice at a rate
not less than the minimum wages specified
in & wage determination made by the Sec-
retary of Labor. In addition, contractors
shall be required to pay wages not iess than
once a week. The recipient shall place a copy
of the current prevailing wage determination
issued by the Department of Labor in each
solicitation and the award of a contract shall
e conditicned upon the acceptance of the
wage degtermination. The recipient shall re-
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port all -suspected or regported viciations o
the Federal awarding agency.

4. Contract Work Heurs and Safety Siandards
Act (40 U.8.C. 327-333)—Where applicable, all
contracts awarded by recipients in excess of
$3000 for comstruction contracis and in ex-
cess of $2500 for cbher contracts that involve
the employment of mechanics or laborers
shall Include a provision {or compliance with
sections 102 and 107 of the Contract Work
Hours and Safety Standards Act (40 U.8.0.
327-333), as supplemented by Department of
Labor regulations (29 CFR part 6). Under Bec-
tion 102 of the Act, each contractor shall be
required to compute the wages of svery me-
chanic and laborer oo the basis of & standard
work week of 40 hours. Work in excess of the
standard work week is permissible provided
that the worker is compensated at a rate of
not less than 1% times the basic rate of pay
for all hours worked in excess of 40 hours in
the work week. Sectien 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shail be required
to work in surroundings or under working
conditions which are unsanitary, hazardons
or dangercus. These reguirements do not
apply to the purchases of supplies or mate-
rials or articles ordinarily avallable on the
open market, or contracts for transportation
or transmission of intelligence.

b. Rights to Inventions Mude Under a Con-
tract or Agresment—Contracts or agreements
for the pericrmance of experimental, devel-
opmental, or research work shall provide for
the rights of the Federal Government and
the recipient in any resulting invention in
accordance with 37 CFE part 401, “"Rights to
Inventions Made by Nonprofit Organizatipns
and Small Business Firms Under Govern-
ment Grants, Contracts and Cooperative
Agreements,” and any lmplementing regula-
tions issued by the awarding agency.

6. Clean Aty Aci (42 U.S.C. 740! el seq.) and
the Federal Water Pollution Control Adect (33
U.8.C. 1251 et seq.), ot amended—Contracts
and scbgrants of amounts in excess of
$1060,000 shall contaln a provision that re-
quires the recipisnt to agree to comply with
all applicable standards, orders or regula-
tions issued pursuant to the Clean Alr Act
(42 U.8.C. 7401 et seg.) and the Federal Water
Pollution Controi Act a5 amended (33 U.B.C.
1251 el seq.). Violations shall be reported to
the Federal awarding agency and the Re-
gional Office of the Environmental Frotec-
tion Agency (EPA).

7. Byrd Anti-Lobbying Amendment (31 U.S.C.
1352)—Centracters who apply or bid for an
award of $100,000 or more shall file the re-
guired cerclfication. BEach tier certifies to
the tier above that it will not and has not
used Federal appropriated innds to pay any
persen or organization for influencing or at-
tempsing t0 influence an officer or employee
of any agency, a member of Congress, officer
or employee of Congress, or an employee of a
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pt. 220

member of Congress in connection with ob-
taining any Federal contract, grant or any
other award coversd by 31 U.8.C. 1352. Bach
tier shall alsc disciose any lobbying with
non-Federal funds that takes place in con-
nection with obtalning any Federal award.
such disclosures are forwarded from tier to
tier up to the recipient.

8. Debarment and Suspension (E.O.s 12545
and 12688)—A contract award with an
amount expected to egual or axceed $25,000
and certain other contract awards (see 2 CFR
180.220) shaill not be made to partles listed on
the government-wide Bxcludad Parties List
System, In accordance with the OME gulde-
lines at 2 OFR part 180 that implement E.O.8
19548 (3 CTR, 1886 Comp., p. 189) and 12688 (3
CFR, 198¢ Comp., p. 235)., “Debarment and
Suspension.” The Excluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
ctes, as well as parties declared ineligible
under statutory or regulatory authority
other than E.O. 12649,

{69 FR. 26281, May 11, 2004, as amended at 70
FR. 51879, Aug. 31, 2005]

PARTS 216-219 [RESERVED]

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

Bac.

220.5 Purpose,

220.1% Scope.

220,16 Policy.

220.20 Applcability.

224,26 OMB responsibilities.

790 30 Federai agency responsibilities.

220,35 Effective date of chahges.

22040 Relationship to previons issuance.

22045 Information contact.

APPENDIX A TO PART 230—PRINCIPLES FOR DE-
TERMINING (OSTS APPLICABLE TG (GRANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.8.C. 503; 31 U.8.C. 1111; 41
U.8.C. 405: Reorganization Plan No. 2 of 1970;
E.0. 11541, 36 FR 10737, 3 CFR, 1866-1970, p.
939.

SOURCE: 70 FR 51881, Aug. 31, 2005, unless
otherwise noted.

§220.5 Purpose.

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

2 CFR Ch. Il {1-1-0¢ Edition)

§220.10 Scope.

The principles in this part deal with
the subject of cost determination, and
make no attempt fo identify the cir-
sumstances or dictate the extent of
agency and Institautional participation
In the financing of a particular project.
Provigion for profit or other increment
above cost ls outstde the scope of this
part.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its falr share of total
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pected 5o place additional restrictions
on individnal items of cost. The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as to their
scope, implermentafion, and interpreta-
tion.

§220.20 Applicability.

{a) Al Federal apencies that sponsor
research and development, training,
and other work af educational institu-
tions shall apply the provisions of Ap-
pendix A te this part in determining
the costs incurred for such work. The
principles shall also be used as a guide
in the pricing of flxed price or lump
sum agreements.

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

§220.25 OMB responsibilities,

OMB is responsible for:

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

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

...... Co...
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"diouses 1Us npet or
aperstions. For thils purposs, the
2ol leges and universities; {ii) hospitals; {iii
recognized Indian tribal governments: and (1v)
non-profit organizations which are excluded from
accordance with paragraph 5.

cain, improve, and,;or expand
non-profit organization" exziudes i)
s

1Y

. local, and federalliy-

overage of this Circular in

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

. Exclusion of some non-profit organizations. Some non-profit organizations,
ecause »f their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. B listing of thess organizations is contazined In

Attachment 7. Other organizations may be added from time to time.

oo

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

7. BAttachments., The principles and related policy guides are set forth in the
following Attachments:

attachment A - General Principles

hrttachment B ~ Selected Items of Cost

Bttachment C - Non—-Profit Organizations Not Subject To This Circular

8. Reguests for exceptions. OMB may grant exceptions to the reguiremen
this Circular when permissible under existing law. However, in the Inte

achieving maximum unifermity, exceptions will be permitted only in highly
unusual circumstances.

4 ot
oW

9. Effective Date., The provisions of this Circular are ef7ective Ilmmediately.
Implementation shail be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal yesar. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. FEarlier implementatlon, or a delay in

ATTACHMENT . V)
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allovianie under an

a. Be rezgsonanle for —he performance 0f Lhe award and be allocahbie
r

b, Conform Lo oany L IMitablions Or
principles or ip the award as Lo (vDes Or amount

=. Be =zonsistent with policies a
too poth federally-financed and other activiti

counting
vrinciolaes [(GARP) .

f£. Not be included as a =
ma=ching requirements of any other fed
current or & prior period.

g. Be adequately documented.

3ion was made Lo 1
¢ oosts must be scr

3. PReasonable costs. A cost is reasornable 1f, in 1ts nature Or amount,
- doss not szceed that which would be incurresd by & prudent person under the
[~}

i
rocumstances prevailing at the time the d

o}
ur the costs.
guestion of the reascnablensss of specii t

inized with

SYE

Lo I S B ST
=
koD

arti-ular care in comnection with organizationg or separate divisions therect
which receive the preponderance of their support from awards made by Federal
agenciss. In determining the reasocnableness of 2 given rost, consideration
shall be given t
a. Whether the cost is of a type generally recognized as ordinary
ang necessary for the operation of the organization or the performance of tne
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cLoCdmeETanL e, X T
nemLers, emplovess, and Llienls, The punLlic 21 ~&

GovernmenT .

z 2 cost ig alilocable To a particular cost ohleciive, such a3 a
grant, contract, preiect, service, or other activity, in dccc:dance with the
r T 8 ecelived L cost is allozable to & Federal awarc 1f 1t Ls
t with other ccsts incurred for the same purpocse in like

{1y Ig incurred specifically for the award.

{2) Benefits both the award and other work and can be
distributed in reasonable proportion tc the benefits received, or

(3} Is necessary to the overall operation of tThe crganization,
zltnough s direct relaticonship to any particular cost objective cannot be shown.

b. Any cost allcocable toc & particular award or other cost objective
under these principles may not be shifted to other Federzl awards to overcome
funding deficiencies, or toc avoilid restrigtions imposed by law or by the terms of
the award.

5. kpplicable credits.

a. The term applicable credits refers to those receipts, or

reduction of expenditures which operate to offset or reduce expense Ztems Lhat
are alloc nle to awerds as direct or indirect costs. Typical examples of such
Transactions are: purchase discounts, rebates or zllowances, recoveries or

indemnlt;es on logses, imsurance refunds, and adjustments of overpayments cr
grroneous charges. To the extent thet such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government either as a cost reduction or cash refund, as appropriate.

b. In some instances, the amounts received from the Federzal
Government to finance organizational activities or service operations should be
treated as applicable credits. Specifically, the concept of netting such crediz
items against related expenditures should be applied by the organization in
determining the rates or amounts to be cherged to Federal awards [or services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. .24 of Office of Management and
Budget {OMB} Circular 2-110, "Uniform Administrative Requirements for Grantes and
Bgreements with Institutions of Higher Education, Hospitals, and Other Non-

Profit Organizations.”
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. Advant s unaerstandings.  Und n &awari, Tne &
Ty i cer-ain Ltems of CoRus Iicuit te d This iz
3 tnat re eponderance
o aveid -
unred Dr nonall is
agre The cognlz AWarcing
ce of unusual Tne absence oI
nt of not, in i the
That
Tonditional exempLions.

a. OMB authorizes conditional 2xemption from OMB administrative
regulrements and cost principles circulars for certaln Federal programs with
sTatutorily-autnorized consclidated planning and consolidated administrative
fupding, that are identified khy 2 Federal agency and approved by the head of
~he Lxacutive department or establishment. A Federal agency shall conzsult with
OMB during its consideration of whether to grant such an sxemption.

=

. To promote efficlency in State and local program administration,
wnen Federal non-entitlement programs with common purposes have specific
statuiorily-autherized consolidated planning and conscolidated administrati
funding and where most of the State agsency's resources come from non-Federal
sourzes, Federal agencies may sxempt these covered State-administered, non-
2ntitlement grant pregrams from certain OME grants management reguirements. Th
eyemptions would be from all but the allozability of cests provisions of OMB
Circulars A-87 (Attachment A, subsection C.3}, "Cost Principles for State,

v

D

Local, and Indian Trikal Governments," E-21 {Section C, subpart 4), "Cost
Principles for Educational Institutions,"” and A-122 {Attachment R, subsection
B.4), "Cost Principles for Non~Profit Organizations," and from all of the

administrative reguirements provisions of OMB Clrcular A~110, "Uniform
Administrative Requirements for Grants and Agrzements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,” and the
agencies’ grants management common rule.

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

il

3. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, or
other direct activiiy of an organlization. Howevsr, a cost may not be zssigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be

£~

assigned directly thereto. Costs identified specifically with other final cost

- ATTACHMENT ..... )
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4 Tne costs of activities perfocrmed primerily &S & service Lo members,
cllents, or the genersl public when significant and necessary to the
organizetion's mission must De treated as direct costs whether or not zllowan’e
and be alloceted an equitable share of indirect costs. Some examples of these
types of activities include:

&. Malntenance of membership rolls, subscriptions, publicaticns,
znd related functions.

L. Providing services and information to members, legislative or
edm nistrative bodies, or the public.

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

d. Mestings and conferences except those held to conduct the
generzl administration of the organization.

&. Mzlntenance, protection, and investment of special funds not
used in operation of the organization.

f. Administration of group benefits on behalf of members or
C . including life and hospital insurance, annuity or retirsment plans,
financial zid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot he readily identified with a particular final cost
objective. Direct cost of minor amounts may be ireated as indirect costs under
the conditions described in subparagraph B.2. After direct costs have been
determined and zssigned directly to awards or other work zs appropriate,
indirect costs are those remaining to be asllocated to benefitfing cost
objectives. A cost may not be allocated to an award as an indirect cest if ary
cther cost incurred for the sams purpcse, in like circumstences, has been
assigned to an award as a direct cost.

of the diverse characterisiics and accounting practices of

ations, it 1s not possikble to specify the tvpes of cost which

d as indirect cost in all situstions. However, typical examples
or many non-profit organizations may include depreciation or

9 ATTACHMENT b
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Costs and Determination of Indirect Cost Rates

Allozation of Indirect

1. General.

a. Wheare a non-profit organization has only one major function, or
where 311 its major functions bene from its indirect costs to approximatsly
the same degree, the allocation of indirect cocsts and the computation of an
indirect cost rate may pe accomplished through simplifled zllocation procedures,
az described in subparagraph 2.

Fh
—
Il

o

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

<. The determination cof what constitutes an crganization's major
functicons will depend on 1ts purpose in bheing; the types of ssrvices it renders
o the public, its zlients, and its members; and the amount of 2ffort it devotes

to such activities as fundraising, public informaticn and membership ac

d. 3pecific methods for allecating indirect costs and computing
indirsct cost rates along with the conditions under which szach method shoulid be
used are described in subparagraphs 2 through 5.

e. The base period for the allocation of indirect costs is the
period in which such costs are incurrsd and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any evant, shall be s0 selected as to avoid
inequities in the allecation of the costs.

2. ZSimplified allocation method.

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

e e — oy
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(vlen, and may be

Tively small.

¢. Tne clstributicn hese mey be zotal direct costs rexcluding

expenditures and other distorting items, such as mejcr subcontracts or

rante)l, direct sslaries and wages, or other base which results n an
equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 27 of Attachmert B.

d. Except where a special rate(s) is required in accordance with
sapparagraph 5, the indirect cost rate developed under the above principles is
applicable to 21l awards at the organization. If a special ratels) is reguired,
aopropriate modifications shall be made in order teo develop the specizl rateis)

©. For an organization that receilves more than $10 million in

f direct costs in z fiscal year, a breakout of the indirect
costT component inte twe broad categories, Facilities and Administration as
defined in subparasgraph C.3, is reqguired. The rate in each case shall be stated
as the percentage which the amount of the particular indirect cost category
i Tacil ties or Administration) is of the distributior base identified wizh

(i.e
that categery.
3. Multiple allocation base methoed

a. General, Where an crganization's indirect costs benefit its
mzjor functions in varying degrees, indirect costs shall be accumulated into
Separate cosT groupings, as described in subpsragraph b. Each grouping shall
then ke allocsted individually to benefitting functions by means of a base wrich
best mezsures the relartive benefits. The default allocation bases by cost pool
are describad in subparagraph c.

b. Identification of indirect costs. Cost groupings shall be
established s0 as to permit the allocatiorn of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allioccation base which best measures the relative benefits provided
Lo each function. The groupings are classified within the two broad categories:
"Facilities" and “Administration," as described in subparagraph C.3. The
indirect cost pools are defined as follows:

(1) Depreciation and use allowances. The expenses under this
ing are the porticon of the costs of the organization's buildings, capital
‘ovements to land and buildings, and equipment which are computed in
ordance with paragraph 11 of Rttachment B ("Depreciation and use

ances
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DENSS: NOrmalily incurrsd Jor such ite
repairs and orcdinary or normal alter
: > =, care nf grounds; Mazintenance and

of buildings and othe ! liries; sgcurity; earthguake and disaster
iness; envi 1 v, hazardous waste disposal: property,
1ty and other A elating to property: space and capital leasing;
facility planning and managemwent; and, cantral ro"o'vinq. Thez op=ration and

maintanance expenses sategory shall also include its allocable share of fringe
henafit costs, deprecliation and use allowances, and interest zosts.

{4} General administration and general expenses. The expenses
under th:s heading are thoses that have been incurred for the overall general
executive and administrative offices of the organization and other expenses of &
genaral nature which do not relate selely to any major function of the
organization. This category shall alse include its allocable share of fringe
benefit costs, operation and maintenance expense, deprsciation and use
allowances, and interest costs. Examples of this category include central
offices, such as the direc-or's office, the office of finance, bhusiness
services, bhudget and planning, personnel, safety and risk management, general
counsel, management information systems, and library costs.

In developing this cost pool, special care should be exercised to ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staif, project supplies, project publication, telephone toll Pharge .
computer ©osts, travel costs, and specialized services costs shall be tr
direct costs wherever i1dentifiable to a particular program. The salaries a
wages of administrative and pooled clerical staff should normally be treated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. TItems such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect cosis.

c. Allocation bases. Actuzl conditions shall be taken inte account
in selecting the base to be used in allocating the expenses in each grouping o
benzfitting functions. The esssntial consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs te cost
objectives in accordance with benefits derived:; a traceable cause and effect
relationship; or logic and reascon, where neither the cause nor the effect of the
relaticonship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allccation shall be made
in that manner. When the expenses in a cost grouping are mors general in nature,
the allocation shall be made through the use of a selected base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accerdance with the bases described hersin
unless it can be demonstrated that the use of a different base would result in a
more egquitable allocaticon of the costs, or that a more readily available base

would not increase the costs charged to sponsored awards. The results of
e e = Y
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1z lepr ELlowanTes on LUIICIngE: usec
cxoluslively in The oonauct of & , @ improvements and
sl t dsed L ohopeiidings, shall De oassighed o vnet func

Tion or uses eliowances on buildings ussd for

aTi
mere tonan one funcilon, and wn capitel improvements and squipment used in o such
I =

puildings, shzll be allocared to tne Individuzl functions performec in cach
bullding on the basis of usable sguare feet of space, excluding common areas,
such &5 hallwaye, steirwells, and restrooms.

(cy DLepreclaticon or use allowances on buildings, capital

mprovemants and egu.pment related space (e.g., individual rooms, and
laboratories; used jointly by more than one funcition {as determined oy the users
of the spzce) shall be ftreated as foliows. The cost of sach jointly used unit

of gpace shall be allocated to the benefititing functicns on the basgis of:

{1} the employees and other users on a fu Al-‘lme
egquivalent (FTE) basis or szlaries and wages of those individeal functi

benefiitting from the use of that space; or

[
m
n

i anization-wide employee FTEs or salar
and wages aprlicakle Zc¢ tThe bene 1¢ functicns of the crganization.

(d} Depreciation or use allowances on certain capita
improvemsnts to land, such as paved parking areas, fences, sidewalks, and the
‘ not included in the cost of buildings, shall ke allocated to user

aZegories on a ITE pasis and distributed to major functions in propoertion Lo
the zalaries and wages of all employees applicable to the functlons.

(2 nterest. Interest costs shall be allocated in the same
the depreciation or use gllowances con the buildings, egulipment and
to which the interest relates.

nd maintenance expenses. Operation and
ocated in the same manner as the depreciation

oot
2]
o
[
= o

i

4
mgrntenance expenses shall
and use allowances.

14) General administraticon and general expenses. (General
admiinistration and general expenses shall be allocated to benefitting functions
based on modified total direct costs (MTDZ), as described in subparagraph D.2
The expenses included in this category could be grouped first according to mejor
functions of the organization to which they render services or provide benefits.
The augrecate expenses of each group shall then be zllocated to beneflitting
functions based on MTDC.

d. Order of distribution.

{1} Indirect cost cetegories consisting of depreciation and
use zllowances, ipterest, operation and maintenance, and general adminlst:ation
n i . H
13 b ATTACHMENT ).
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L of wndirect cost rate or rates. Exn
steis) 15 required in accordance with s
¢ of indirect oosts allocated te zach maj
d az a common pocl for that function. The ¢
2 dlst*Lbu d “o Iindividual awards included

f. Distribution basis. Indirect costs shall be distributed to
applicable spornsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, Iringe
banefits, materials and supplies, ssrvices, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract (regardless
of the period covered by the subgrant or subcontract}. Equipment, capitel
expenditures, charges for patient care, rental costs and the portion in exncess
of $25,000 shall be excluded from MTDC. Participant support costs shall
generally be excliuded from MIDC. Other items may only be excliuded when the
Faderal cost cognizant agency determines that an exclusion is necessary to aveid
a serious ineguity in the distribution of indirect cos:is.

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

4. Direct allocaticon method.

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

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

- o
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z Special v rates. In some instances, & single indirect
ccest rate for all oartivities of an crganization or for sach malor function of
the vrgarizat:on mey not be appropriate, since it would not take inte account

inose different faciors which may subs-antially affect the indirect costs

applicanle to a particular segment of work. For thif purposSe, a Larticular
segment of work may be that performed under & single award or 1t may consist of
work under a group of awards performed inm a common environment. These factors

may include the physical location of the work, the level of administrative
support reguired, the nature of the facilities or other rescurces employed, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any comblination thereof. When a particular segment of
work is performed in an environment which appears tc generate @ significantly
different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and =he
separzte indirect cost rate resulting therefrom should be used, provided it 3
determined that (i} the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and {(1i} the volume of work t
which the rate would epply is material.

E. DMNegotiation and approval of Indirect Cost Rates

1. Definitions. B2As used in this section, the following terms have the
meanings set
forth below:

&. Cogrnizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organizaticn on
behalf of 211 Federzl agencies.

b. FPredstermined rate means an indirect cest rate, applicable to a
specified current or future period, usually the organization's fisczl yezr. The
rate is based on an estimate of the costs to be incurred during the period. &
predetermined rate is not subject to adjustment.

¢c. Fixed rate means an indirect cost rate which has the same

characteristics as & predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward &s an adjustment to the rate computation of a subseguent period.
d. Final rate means an indirect cost rate applicable to a specified
past period which is based on the actual cests of the periocd. A finel rste is
not subject fto adjustment.
15 ATTACHMENT ... .l>m”"
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funding, Lnv

pending The =otabllshment

Te HDDI T

JOCuUnentation
Imbursement of
nd negotiation

Drovides the Dasls
of an organization'

g. Cost obiective means a fungiion, organizational subdivision,
~ontract, orant, Oor other work unit for which cost date are desired and for
WwhLThp n is made to accumulaze and mezsure The tost of protesses,

and capitalized projects.
2. Megotulation and approval of rates.

a. Unless different arrangements are agreed o by “he agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency £or the nagotiation and
approval of the indirect cost rates and, wWhere necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency 1s assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-term shifi in the dollar velume of the

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

Fedaral agency has rszason to believe that special opersting factors affecting
its awards necessitate special indirect cost rates in accordance with
supparagraph D.5, it will, prior to the time the rates are nagotiated, notify
the cognizant agency.

5. B non-profit organization which has not previously estapliished
an indirect cost rate with a Federal agency shall submit its initial indirsct
cost proposel immediately after the organization is advised that an award will
e made and, in no event, later tThan three months after the eif2ctive date of

the award.

izations that have previously established indirect cost
ew 1indirect cost proposal to the cognizant agency within
se of each fiscal year.

c. Qrgan
rates must submit a n
six months after the clo

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

e. Fired rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall nct be negotiated if (i}
ail or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and

non-Federal work at the organizaticon i35 too erratic to permit an eqguitalkle
carry-forward adjustment; or (iil) the organization's operations fluctuate
significantly from year to year.

f. Provisional and final rates shall be negotiated where neither
predetermined nor fixed rates zre appropriate.

16 ATTACHMENT __ Y.
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Advertising and
AAVISHYY Ccouncl
Ricoholic heverszges
Audit costs and
Bad debrs
Bonding costs
COMMUnLoatlon Costs
Compansation r
Contingency

Defense and prosecutlion iminal and civil procsedinng,
and patent infringement

Depreacliation and use allowanaes

Donaticons and contrihutions

Employes morale, health, and welfare costs

tntertainment costs

Equipment and other capitzl supendizures

Fines and penalilies

Fund raising and 1nvestment mManagement CoOSTS
Gains and losses on deprzclable zssers
Goods or services for psrsonzi use
Housing and personal living expenses
Idie facllities and idle capacity
Insurance and indemnilication
Interest
Labor relations costs
Lobbying
Losses on other sponsored agreements or
Maintenance and repalr cosis
Materials and supplies z2osis
Meetings and conisrances
Memberships, subscriptions, and professional activity costs

zation ceosts
in professional journals
costs

Organi
Page charges
Participant support
Patent costs

Plant and homeland s
Pre-agreement costs
Professional services costs
Publication and printing costs

2CcUrity costs

Rearrangement and altszration costs

Reconversion costs

Recrulzing costis

Relocation costs

Rental costs ¢of bhulldings and sguisment

Rovalties and other costs for use of patents and copyrights
Selling and marketing

Specialized service facilities

Taxes

Termination costs applicable to sponsored agreaements
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i sing and publ relations Costs.
a. Tne term advertising costs mMeans the costs ol advertlising media and
corciiary administrative Costs Advertis.pg media inciude magazlines,
newsmapsers, radglio and television, direct mai1l, exhipits, zlzoironic or computar

transmithals, and the

. The term public relations includes community relations and mezans those
activities dedicated to maintaining the image oI the nen-prolit orcanizatlon or
maintaining or promoting understandincg and favorable relations with the
commnunity or public at large or any segment of the publac

4
(1) The recruitment of personnel reguired or the performance by the
nou-proiit organization of obligations arising under & Federel award {S2e =zlso
Atcachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocation
COsts)
2+ The procurement of goods and services [or tne periormance of o

The disposal of scrap or surplus materia
Federal award except when non-profit or
osal costs at 2 predetermined amount; o

(4} Other speciilc purposes necessary Lo meet tns reguirements of

the Faderal award.

d. The only allowable public relations costs are:
{3} Costs speciiically reguirasd by the Federal award;

{2) Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from performance c¢f Federal
awards (these costs are considersd necessary as part of the outreach =ffort Ior

the Federal award), or

{3} Costs of conducting general liaison with news media and
government public relations officers, to the extent that such activities are
iimited to communication and liaison necesgsary keep the public iniformed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, etc.

20 ATTACHMENT ..\
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Tions, Or anhisYy &2vents

, B z
he non-proilt organization, including:
{e) Costs of displaye, demonstrations, and exnibits;

by Tosts of meeting rooms, hospitality suites, and other
speciel facilities used in conjunction with snhows and other specizl events; and
{c} Salarles and wages of employees engaged in setting up anc
aking demonstrations, and providing briefings;

(2} Cests of promotionsal items and memorabillia, including medels,
giits, and souvenir

oad
n
)

=
rt
8]

t4) Costs of adverticsing and public relations designed scl
promoie the non-profift organization.

2. Adviscry LCouncils

Costs incurred by adviscry councils or committees are zllowable as & direct cost
where authorized by the Federal awerding agency or as an indirect cost whers

allocable to Federzl awards.

3. Riconolic beverages. Costs of zlcoholic beverages are unallowable.
4. Rhudit costs and related services
2 The costs of audits reguired by , and performed in accordance with, the

Single Audit Act, es implemented by Circular A-133, "Audits of States, Local
Gevernments, and Neon-Preofit Organizations” zre allowable. Also see 31 USC
7505k} and section 230 (“Audit Costs”) of Circular A-133.

re & w if included in an in
celly approved by the awarding ag

@

b. Other zudit cos
propesal, cr 1f spe
ar award.

T

1

s
it

are eremptec from A-132 under section 200(d) are a2llowable, subject to the
conditions listed in A~133, section 230 (b){Z).

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

hey

PAGE .2\ OF .SS . PAGES




arissz when tr L Lovernment reguires assurannce

tﬁ itseri or

zation. Thney
”*mﬂ;

n. Tosts of ponding reguired pursuant to the temms of the award ars
allaowabia.
=,  Zosts of bonding required by the non-profs

nization in the
ent that such sonding

3 and pramiumg are

[N

it
general conduct of its operations are allowable to the
i3 .n accordance with sound business practice and the ra
reasonable under the circumstances.

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

8. Compensation icor personal services,

a. Definizion. Compensation for personal services includes all
compensation paid currently or accrued by the organization for services of
employees rendered during the period of the award (except as otherwise providad
in subparagraph h). It includes, but i1s not limited to, salaries, wages,
director's angd executive commitiee member's fees, incentive awards, fringe
benefits, pension plan costs, allowances for off-site pay, incentive pay,

locavion allowances, hardship pay, and cost of living differentials.

k. Allowability. Except as otherwise specifically provided in this
paragraph, the costs of such compensation are allowable to the extent that:

ct
=
o

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

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

¢. Reasonableness.

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

{2y When the organization is predominantly engaged in federally-
sponsored activities and in cases where the kind of enmloyees reguired for the
Federal activities are not fcund in the organization's other activities,

B 22 S
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COnC: al I deTermining
cnsts under ds where amounts appear
urnreasonabise . Among such conGlloons ere

(L Compensation
direstors, acsociates, oifice

Detfermination snould De made
perscnzl services rendered ra

CUSTE.

{z) Buy change *n an organization's compensaticn policy resulting in
4 substantial increase in the organization's level of compensation, particularly
g concurrent with ar increase in the ratio of Federal awards To other

1

c

of the organization or any change in the treatment of allowability of
=5 of compensation due Zc changes in Federal policy.

e. Unzllowable costs. Coste which are unallowable under other paragraphs
ttachment shall not be allowable under this paragraph solely on the
baszis that they constitute personal compansation.

8]
th
rt
r
14
w
=

f. Overtime, extra-pay shift, and multi-shift premiuvms. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only with The
pricr approval of the awarding agency encept:

i1) When necessary to cope with emsrgencies, such as those resuiting
from azcidents, natural disasters, breakdowns of egquipment, or occaslonal
operationel botrtlenecks of a sporadic nature.

(2} When employees are performing indirect functions, such as
ion, maintenance, oI accounting.

{3} In the performance cf tests, laboratory procedures, or other
similar operatioms which are continucus in nature and cannot reasonebly be
i r

{41 When lower coverzll cost tc the Federal Government will resulit.
g. Fringe benefits.

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

{Z} Fringe benefits in the form of employer contributions or
expenses for social security, employee ilnsurance, wWorkmen's compensaticon
insurance, pensiorn plan costs {see subparagraph h), and the like, are allowabple,
provided such benefits are granted in agcordance with established written
organization policies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awards and other activitiles

23 ATTACHMENT D
oacE 25, OF .25, PAGES




“nat the provis:ons raprasent
npensation, and The :ypea of
wouid have peen allowable n
Howewer, provisions for sell
for more Thar one yvear aliter

vaiue of the liability.

{p) Where an orgariizacion Zollows a consistent policy of
expensing actual payments to, or on behalf of, smployees or former employess for
unemp loyment compensation or workers' compensation, such paymentis are zliowablie
‘n the year of payment with the pricr approval of the swarding agency, provided
wnev are allocated to all activities of the organization.
{4) Costs of insurance on the lives of trustees, officers, or other

employees holding positions of similar responsibility are sllowable only to the
extent that the insurance represents additional compensation. The costs of such
insurance when the organization is named as beneficiary are unallowable.

h. Organization-furnished automobiles. That portion of the cest of
crganization-furnished auvtomobiles that relates to personal use by smployees
fin“ludiﬁg transportation to and irom work) is unallowable as £ringe benefit o

indirect costs regardleszs of whether the cost is reporied as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by

awarding agencies.

r

i. Pension plan costs.

(1} Costs of the organizatlion's pension plan which are incurred in
accordance with the z2stablished policies of the organization are allowabls,
provided:

Such policies meet the test of reascnablensass;

Y

{b) The methods of cost allocation are not discriminatory;

(¢} The cost assigned to each fiscal year is detesrmined in
accordance with generally accepted accounting principles (GAAP), as prescribed
in Accounting Principles Board Opinion No. 8 issued by the American Institute of
Certifjied Public Accountants: and

{d) The costs assigned to a given fiscal year are funded for
2ll plan participants within six months after the end of that yesar. However,
increases to normal and past service pension costs caused by a delay in funding
the actuarial lizbility beyond 3C days after each quarter of the year to which
such costs are assignable are unallowable.

(2) Pension plan terminaticn insurance premiums paid pursuant to the

Employee Retirement Income Security Act {(ERISR) of 1974 {Pub. L. 93-406) zre
allowabls. Late payment charges on such premiums are unallowable.

L
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ance pay, aisc commonly referred tco as dismissal wages, 1s

& paeymant in vo regular saleries and wages, by organtzallons Lo WoIrkers

wWhose empioyment is being terminatec. Cests of severance pay are allowable only
it

t¢ the extent that in each case,
{a) 1law,

‘L) emplover-employee agreement,

fc) established policy that constitutes, in eZfect, an implied

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

is required by

{2} Costs of severance payments are divided into two calegories as
foliows:

a) Actual normal turnover severance payments shall be
zilocated to 2 tivities; or, where the organization provides for z reserve
for normal severances, such method will be acceptable If the charge Lo current
operations is reascnable in light of payments actually mades for normal
severanges over a representative past perioed, and if amounts charged are
allocated to all activitiees of the crganization.

{b) Abnormal or mass severance pay is of such a conjectural
nature thet measurement of costs by means of an accrual will not achieve equiaty
to both parties. Thus, accruals for this purpose are not allowable, Howsver, the
Federal Government recognizes its obligation to participate, to the extent of
its felr share, in any specific payment. Thus, allowability will be considered
on a cese-by-case basis in the event or occurrence.

{c) Costs ‘ncurred in certfain severance pay packagess {commonly
known &s "a golden parachute"” payment) which are in ap amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the emplovee contingent upon a change in management
control cover, or ownership of, the organization's assets are unallowable.

(d) Severance payments te foreign nationzls employed by the
organization outside the United States, to the extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
gre unaliowable, unless they are necessary for the performance of Federal
programs and approved by awarding agencies.

le) Severance payments to foreign nationzals employed by the
anization outside the United States due to the termination of the foreign
ional as a result of the closing of, cor curtailment of activities by, the
anization in thet country, are unallowable, uniess they are necessary for the
formance of Fegerel programs and approved by awarding agencies.
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wages, whether

v1u1tv reports, as pre
vstem nas been approved i
o of Atcachment &}

v eporns relleotin activity of zach 2mplovee
must pe maintained for all staif e ; iona and nonprofessicnal
whose compen5atlon is charged, ir whole or in part, directly to awards In
add:cion, 1n order to support the allocation of indirect costs, such revorts
musT also be maintained for other employees whose work involves two or more
funztions or acrivities 1f a distribution of their compznsation between zuch
fun~Tions or activities 15 nesded in the determination of the organization's
indirect cost rate(s) {(=2.g., an employee engaged part-time in indirec: cost

n
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these requirements must meet the following
s—andards:

{a) The reports musti reflect an after-the-fact determination
nf the actual activiiy of each employee. Budget estimetes (i.e., estimates
determined before the services are performed) do not gualify as support for
charges to awards.

—

(by Each report must account for the toteal activit
amployees are compensated and which is reguired in fuliillment of th
obligations to the organization.

m‘<

{c] The resports rust be signed by the individual empl
by a responsible supervisory official having first hand knowledge of the
activities performed by the employes, that the distribution of activity
represents a reascnable estimate of the actual work performed by the employ=ze
during the periods covsred by the reports.

oyves, or

{d} The zreports must be prepared zt least monthly and must
coingide with one or more pay periods.

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

"nonexempt employee, ™ under FLSA.

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

M

matching redg
and wages cl

S, Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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0. Defense and prosecutron of criminsl and clvil procesd.inc:, clasme, appesls

ans Letenl LLIXIngemsrt

'y Conviction, =5 used herein, méansg a judgment cr & conviction of

fense oy any court of competent Jurisdicilion, whether éntered upon
3 i ] E

Z nolo contendere.

a crimingl of
2s & verdict or & plee, including & conviction due to a ples ©

{2y Costs include, but are not limited to, adminisirative and
clerical erpenses; the cost of legal services, whether performed by in-house or
privete counsel; and the costs of the services of accountants, consultants, o
cthers retained by the organization to assist it; costs of employees, cffzcers

and trustees, and any similar costs incurred before, during, and after
commencement of & judicial or administrative proceeding that bears a direct
relationship to the proceedings.

{(3) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, (iz) acts
that constitute a cause for debarment or suspension (as speciflied in agency
regulations), and {iii} acts which violate the False Claims Act, 31 U.5.C.

r
sections 3729%~3273%1, or the Anti-Kickback Act, 41 U.5.C., sections 51 and 34.

{4) Penalty does not include restitution, reimburssment, or

VRS

compensatory damages.
{5) Proceeding includes an imvestigation.

b, (1) Except as otherwise described hereirn, costs incurred im
connection with any criminal, civil or admirnistrative proceeding {inciuding
filing of & false certification) commenced by the Federal Government, or a
State, local or foreign government, &re not allowable if the proceeding: (1}
relates to a viclation of, or failure to comply with, a Federzl, State, locel or
foreign statute or regulation by the organization ’includ*ng its agents and
employees), and (Z2) results in any of the following dispositions:

{7 In a criminal proceeding, a conviction.

Tn & civil or administrative proceeding invelving an

0) a
on of fraud or similar misconduct, a determination of organizational

0
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i¢) In *he case of any civil or administrative proceeding, the
Imposition of a monetary penzlty.

(d} 2 final decision by an appropriate Federal of
debar or suspend the organization, to rescind or veid an award, or
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oI If & procesding referred to in subparagraph D is commenced by the
Fedaral Government and L5 resolved by consent or COMPromiSe DUXrSUant Looan
agrzement entered into by the organization and the Faderal SGovernment, than the

ch proceedings that are
wed to the extent
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incurred by the organization in connectior

2 not allowable under subparagraph b may
specifically provided in such agreement.

d. If a proceeding referred to in subparagraph b is commenced by a 3State,
local or foreign government, the auvthorized Federal official may zllew the costs
incurred by the organization for such proceedings, if such authorized official
determines that ihe costs wers incurrad as a result of (1) a specific term or
condition of a federally-sponsored award, or (2} specific writtep direct:ion of
an authorized 0ificial of the sponsoring agency.

2. ©Cgsis iLncurred in connection with proceedings described in

subparagraph b, but which are not made unallowable by that subparagraph, may be
allowed by the Faderal Government, but only to the extent that:

{1} The costs are reasonable in relation to the activities required
to deal with the proceeding and the underlying cause of action;

{2y Payment of the costs incurrzed, as allowable and alleccable costs,
is not prohibited by any other provision(s) of the sponsored award;

Government or a third party, either directly as z result of
otherwise; and,

{2y The costs are not otherwise recovered from the Fed
T

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

f. Costs incurred by the corganization in connection with the defense of
suits brought by Its employees or ex-employees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700}, including the cost of 2l relief necessary
to make such employee whole, where the organization was found liable or settlad,
sre unallowable.

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

e, S
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i1 Depreciatlion ancd use ailowances,

&. Compensation for the use of buildings, other capiteal improvements, and
equipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment E, paragraph f, & combination of the two
methods may not be used in connection with a single class of fixed assets le.g.,
buzidings, office egquipment, computer egquipmént, etc.).

L. The computation of use allowances or depreciation shall be based on the
acquisition cost of the assets invelved. The acgulsition cost of an asset

ated to the non-profit organizetion by & third party shell be its fair market

alue at the time of the donation.

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

(2) Any portion of the cost cf buildings and eguipment borne by or
donated by the Federal Government irrespective of where title was originalily
vested or where it presently resides; and

{Z) Any porticn of the cost of buildings and equipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
regquiremsnt .

d. Where depreciation method is followed, the period of useful service
{useful life) estaplished in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developments in the particular program arez, and the renewal
and replacement policies fellowed for the individual items or classes of assets
involved., The method of depreciation used to ass=ign the cost of an asset (or
group of assets) tc accounting periods shall reflect the pattern of consumption
of the asset during its useful 1life.

In the absence of clear evidence indicating that the expected consumption of the
zsset will be significantly greater or lesser in the early portions of its
vseful life fhan in the later portions, the straight-line method shall be
presumed te be the appropriate method.

Depreciztion methods once used shall not be changed unless approved in advance
Iy the cognizant Federal agency. When the depreciation method is Introduced foz

.
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& particuiar c<lass of aszets,
Tnat, under zubpara

r reasonable use allowance may
s if warranted after talking into consideration the
amount of depreciation previocusly charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the effzct of any

£. When che depraci
no depreciation may be al
would bhe viewed as fully
ne negotiated for such asse
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2 How
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zased maintenance charges or decreased sfficiency due to age, and any other
rs perninent to the vtilization of the asset for tne purpose contemplated.
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g. Where =zhe use allowance metnod is followed, the use allowance for
buildings and improvement (including land improvements, such as paved pariing
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acguisition cost.

~3
o

h 1
six and two-thirds percent
used for buildings, the ent
building's components
2tc.) cannot be segreag

use allowance for squipment will be computed at an annual rate not exceeding
e of acquisition cost. When the use allowance method is
ire puilding must be tresated as a single asset; the

N

g., plumbing system, heating and air condﬁblonlng,
ed from the building's shell.

[T

The two percent limitation, however, need not be applied to equipment which is

merely attached or fastened <o the buillding but not permanently fixed Zo it and
which is uszd as furnishings or decorations or for specialized purposes {e.g.,

dentist chairs and dental trezatment units, counters, laboratory benches boltad

to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipmant

will be considered as not being permanently fixed to the building 1f it can be

removed without the need for costly or extsznsive alterations or repairs to the

building or the equipment. Egquipment that meets these criteria will be subject

to the 6 2/3 percent egquipment use allowance limitation.

h. Charges for use aliowances or depreciation must be supported by
adequate property records and physical inventories must be taken at least once
every two years {(a statistical sampling basis 1s acceptable) to ensure that
assats exlist and are usable and needed. When the depreciation method is
fallowed, adeguate depreciation records indicating the amcunt of depreciation
taken each period must alsc be maintained.

12, Domnations and contributions.

a. Contributions or donations rendered. Contributions or donations,
ncluding cash, property, and services, made by the organization, rezgardless of
he recipient, are unallowable.

ct i

b. Donated services received:

a
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The aggregate value ¢l tne services 1s material;

icant amount of th
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(b} The services are supported by & signif
indirect costs incurred by the non-profit crganization; and

fc) The direct cost activity is not pursued primarly Zor the
benefit of the Federal Government.

{2) In those instancas where there is no basis for determining the
fair market value of the services rendered, the recipient and the cognizant
agency shall negotliate an appropriate zllecation of indirect cost to the
services

{4) Wnere donated services directly benefit a project supported by
a rd, the indirect costs allocated to the services will be considered as &
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching reguirements.

{%} The value of the donated services may be used to mesl cost
sharing or matching requirements under conditions described in Sec. .22 of
Ciroculey B-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donatilions so that reimbursement will
not he made.

. Doneted goods or space.

(1) Deomated goods; i.e., expendabie personal property/supplies, and
donated use of space may be furnished to a non-profit organization. The value of
the goods and space is not reimbursable either as a direct or indirect cost.

{7) The value of the donations may be used to meet cost sharing or
matching share requirements under the conditions described in Cirzcular A-110.
Wnere donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

+i. Employee morale, health, and welfare CoSTs.
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a. ror purposes of this subparagraph, the following definiticons apply:

¥ 4

[
W
~ b=

enditures” means expendlitures for the acquisizion
cost of capital Lpment, buildings, land}, cor ezpenditures t ke
lMprovemsnts o ts That materially increase their waliue or usefu
Lfe. Acguisition cost means the cost of the asset including the cost to pu

‘ ABcguisition cost for equipment, for examplsz, means the net invoice
of the =zguipment, including the cost of any modifications, attachments,
1z

Pt

jk‘

(

00
Vo
e
L)

4
L
o
Fh (D

S'orles, or auxiliary apparatus necessary to make it usable for the purpose

h it s acqguired. B2ncillary charges, such as taxes, duty, protective jin

t insurance, freight, and installation may be included in, or ezcluded

the acquisition cost in accordance with tThe non-profit organization's
accounting practices.
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{Zz} "Eguipment” means an article of none pmndable, tangikble personal
preoperty having a useful life of more than one yezr and an acguisition cost
which eguals or exceeds the lesssr of the capltallzatlon level established by
the non-profif organization for financial statement purposes, or $5000

{3} "Special purpose equipment” means equipment which is used only
for ressarch, medical, scientific, or other technical activiti=s- Examples of
special pu+pose eguipment include microscopes, x-ray machines, surgical

instruments, and spectrometers.

f4) "General purpose eguipment™ means equipment, which i35 not
limited to research, medical, scientific or other technical activities. Examples
include cffice eguipment and furnishings, modular offices, telephone networks,
information technology equipment and systems, air conditioning sguipment,
reproduction and printing equipment, and motor vehicles.

b. The following rules of allowability shall apply to eguipment and cther
capital expenditures:




Cap-té&

., proviasdg

The awall

eqL LNt

v
il
0

(4% When approved as & Cirect

! {21 above, capital expendizures wi

thie expenditure s incurred, or as o:h&rwi
tla

with the awarding agency.

(5% Equipment and other capitfal expenditiures are unallowable as
indirect costs. kowsver, see Attachment B, paragraph 11., Depreciaticn and use
ailowance, for rules on the allowability of use aliowances or oeprec;dtlcn ont
buildings, capitel improvements, and eguipment. Rlso, see Attachment B,
paragraph 43., Rantel costs of buildings and egulpment, for rules on the
gliowability of remtal casts for land, bulldings, and squipment.

(6} The unamortized portion of any equipment written off as & result
evels may be recoveved by continuing to cizim the
owances or depreciation onm the equipment, or by
ris f over a period of years negotiated with

of a change in capitalizat

otherwise allowakle use zal
amortizing the amount to be w
the cognizant agency.

16. Fines and pﬂna‘tl_u. Costs of fines and penalties resulting from
viclations of, or failure of the organization to comply with Federal, State, and
local laws and regulations are unzallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Fund raising and investment management costs.

a. Cocsts of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and beguests, and similar expenses
incurred solely to raise capital or obtain centributions are unallowable.

L. Costs of investment counsel and staff and similar expenses incurred
solely to enhance income from investments are unallowable.

c. Fund raising and investment activities shall be sliocated an

app’ spriate share of indirect costs under the conditions described in
subparagrapl B.3 of Attac hmmnt A,
18, Gains and lceses on depreciable assets.

a. (1) Gains and losses on sale, retirement, or other disposition of
sepreciable property shall be included in the year in which they occur as
credits or chazges to cost grouping(s) in which the deprecisation applicablie to
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fal Thne gain or iLoss 1s prozTzssed through & depreciatlon
avonunt and Ls reflected in the depresciation allowable under paragraph :l

by The property is givan ange az part of the purchas
nrice of & simalar 1tem and the gain or loss i1s taken into account in
devermining the depraciation cost basis of tne naw item

Lhnsurans

id} Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

fe) Gains and losses arising from mass or extraordinary sales,
retirements, or other dispositions shall be considered on a case-by-case basis.

b. f5ains or losgses of any nature arising from the sale or exchangs of
property other than the property covered in subparagraph a shall be excluded in
computing award costs.

19. Goods or services for personal use. Costs of goods or services for
personal use of the crganization's employees are unallowabl~ ragardless of
whether the cost 1s reported as taxable income to the emplovess

20. Housing and personal living expenses.

a Costs of housing (e.g., depreciation, maintenance, utilities,
furnishings, rent, =stc.), housing allowances and personal living expensas for/col
the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costis to sponscored award when necessary for

the performance of the sponsored award and approved by awarding agenciles.

b. The term "officers" includes current and past cfficers and employees.

acilitiss and idle capacity.

I~y
=
[
[OR
bt
1}

h

a. Bs used in this section the following terms have the meanings set forth

{1y "Facilities™ means land and buildings or any portion thersoi,
equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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means costs such as

(4 vCest of idle facilities or idle capacity
meintenance, repsir, housing, rent, and oTner related CoOSLI, &.g., lnsurance,
interest, property tzxes and depreciation or use allowances

. Tre coste of idie facilities are unailowable except Lo the exTent That:
{1} They are necessary to meet fiuctuations in workload; or

{7) Eithough not necessary to meet fluctuations im workload, they
ere necessary when acquired and are now idle because of changes in program
eguirements, efforts to achleve more eccnomicel operations, recrganization,
termination, or other causes which could not have been reazsonably Zareseen.
Under the exception stated in this subparagraph, costs of idls facilities are
zilowable for a reasonable period cf Time, ordinarily neot to exceed one year
depending on the initistive taken to use, lease, or dispose of such facilities.

H =

. The costs of idle capacity are normal costs of doing pusiness and are 2
ctor in the normal fiunctuations of usage or indirect cost rates from period to
ripd. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necessary or was originally reasonable and is not subject te

sduction or eliminztion by use on other Federal awards, subletting, renting, oI
. in szccordance with sound business, econcmic, or securitiy practices.

£

=1
oe

sale

Widespread idle capacity throughout an entire facility or among & group of
assets having substantially the same function may be comsidered idle facilities.
22. TInsurance and indemmification.

a. Insurance includes insurance which the organization is reguired to
carry, or which iz approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs B.g and 8.1{2)).
{1} Costs of insurance reguired or approved, and maintained,
pursuant toc the award ar

() Costs of other insurance maintvained by the organization in
connection with the general conduct c¢f its operations are allowable subject to
the following limitations:

{z} Types and extent of coverage shall be in accordance with
scund business practice and the rates and premiums shall be reascnable under the

circumstances.
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BUOVAIS LD LD Made,
fel Zosts of insuvance on the lives of trusteses, offizers, or
other employeez holding positions of similar responsibilities are allowable only
“o the extept that the lnsurance represents additional :ompensatlon ‘5as
subparagraph 8.g/4; .. The cost of such insurance when the organization is
identified 25 the beneficiary is unallowable

(£} Insurance against defects. Cost
respect to any costs incurred to correct defects in th
or workmanship are unallowable

$ of insurance with
e prganization's materia

[
%]

{g) Medical liability {malpractice) insurance. Medical
fiapility insurance is an zllowable cost of Federal ressarch programs only to
the extent that the ¥ederal research programs invelve human subjects or training
of participants in research technigques. Medical liability insurance cogts shall
be treated as a direct zost and shall be assigned to individual projects based
op the manner in which the insurer allocates the risk to the population coverad
by the insurance.

{3) Actual losses which could have been covsred by permissible
insurance {through the purchase of insurance or a self-insurancs program) ars
unallowsbie unless expressly provided for in the award, except:

ed beczuse of losses not coveraed under nominal

(a2} Costs incu
deductible insurance coverage pr ¢dﬂd in keesping with sound business practice
are allowabie

{b} Minor losses not covared by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ordinary courss of
operations, are allowable.

b. Indemnification includes securing the corganization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization

only to the extent expressly provided in the award.

23. Interest.

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit organization’s own funds, howsver
represented, are unallowable. However, interest on debt incurred after

Septembear 29, 1995 to acquire or replace capital assets (including

N
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(b} B statement as to why current facilities are not adeguate
icy & statement of planned future use of the facility

i) A description of the financing agreement to be arrangsd
Zor the Zaclility

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

(f} B schedule of planned occupancy dazes

23 ilities costing over 5500,000, the non-profit
crgarization prepares, pricr to the acguisition or replacement of the facility,
lease/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular A-210, which shows that & financed purchase or capital
lease is less ccstly to the organization than other leasing alternatives, on a
net present velue basis. Discount rates used should be equal to the non-profit
rganization's anticipated interest rates and should be no higher than the fzir
market rate svailable to the non-profit crganizavien from an unrelated ("arm's
length"} third-perty. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
azlternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons assoclated with puxchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
coests {(including property tazes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the periocd
defined above. The cost comparison for @ capital lease shell include the
estimared fotal lezse payments, any estimated bargain purchase option, operating
and meintenance ©osts, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Proijected cperating lease costs shall be based on the
anticipated cost of leasing comparable facilitles at fair market rates under
rental agreements that would be renewed or reestabllished over the period defined
zbove, and any expected m—-*ntenance costs and allowable property taxes to be
borne by the non-prefit organization directly or as part of the lease
errangement.

3]
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{5; Nom-profit organizatisns are also subject to the folliuwing
ondltiono:

{a) Interest on debt incurred to finance or reiinanc
acqulred hefore or reacqguired afier September 29, 19%5, is not allowab

I H.)
o
0]
W
®
ot
£

f3) Interest attributable to fully depreclated assets is

{¢) For debt arrangements over 31 million, uniess the non-

profit organizaticn makes an initial eguity contribution to the azssst purchase
0f 25 percent or more, non-profit organizations shall reduce claims for interest
expense by ap amount egual to imputed interest earnings on excess cash flow,

which ig to be calculated as follows. Annually, non-profit organizations shall
prepare a cumuiative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding sourcs.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the vear
fusually 12) that the building is in service for monthly amounts. Outflows
consist of initial equity contributions, debt principal payments {less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows excesd cumulative cutflows, interest shall Dbe
calculated on the excess inflows for -<hat period and be treated as a reduction
to allowable interest expense. The rate of interest To be ussd to compute
carnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

(d} Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration of a period of 20 yesars reguires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may reguire
rnegotiation and/or downward adjustments of replacement space charged to Federal
praograms in the future.

(e} The allowable costs to acguire facilities and equipment
are limited to a fair market valuve avaiiable to the non-profit organization from
an unrelated ("arm's length”) third party.

38 A‘TACHMF'N:r

PAGE . 28.. OF S5 paces




- Ty
. r

URUMELES I ()

i
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W
September 29,
I

1005 +thezt have agair come to be heid by

organizetion priocr o T
the crganization, whether through repurchase or refinancing. It does not incliude
gssets acquired to replace clder gssets

127y Iritizl egulty contribution means the amount or value of

contributions made by non-prefit organizations for the acguisition of the zsset
cr prior to occupancy of facilities.

(3) Reset costs means the capitalizable costs of an asset, inciuding
coanstruction costs, acguisition costs, and other such costs capitalized in
accordance with GAAP.

24, Labor relationz costs. osts incurred in maintaining satisfactory
relations between the organiza ior and its emplovees, including costs of laber
management committees, employee publications, and other related activities are
zilowablie,

25, Lobbying.

a. WNotwithstanding other provisions of this Circular, costs associated
with the following activities are unallowable

(1) Attempts to influence the ocutcome of any Federal, State, or
iozal election, referendum, initiative, or simila praced ure, through n kind or
casn contributions, endcocrsements, publicity, or c3.mllar activity;

(2) Establishing, administering, contributing to, o©or paying the
evpenses of a political party, campaign, political action committes, or other
crganization established for the purpose of influencing the cutcomes of
lections;

State legislation; or {ii) the enactment or modificastion of zny pending Federal
or State legislation through communication with any member or empioyee of the
Congress or State legislature (including efforts to influence State or ldocal
cizls to engage in similar 1obhy‘ng activity), or with any Government

izial or employee in conpection with a decision to sign or veto enrclled

ws8lation;

(2} Eny attempt teo influence: {1} The intreduction of Federal or

o)
Pt

{4) Bpy attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or med:fication of any pending Federal
cr State legislation by preparing, distributing or using pubiicity or
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d factual pressntation of informaetion sn
ce of a grant contract or other

“1; Providing a technical zn
a4 toplc directly related to the performa
agreement through hearing testimony, st
State legislature, or subdivis:ion, memb
response Lo documented request {inzluding a Congressional Record notic

]
redquesting =] =

q stimony or statements for the record at & regularly scheduiesd
nearing) made by the reciplent member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurrsd
to offer testimony at a regularly scheduled Congressional hearing pursuant to &
written request f£or such presentation made by the Chairman or Ranking Minorit
Member of the Zommitise or Subcommittee conducting such hearing.

{2z} Any lobbying made unallowable by subparagraph 2:(3} to influence
State legislation in order to dlreﬁtly reduce the cost, or to avoid material
wmpairment of tne organization's authority to perform the grant, contract, or
other agreement.

undertalan

O
[
{0

ally authorized by statute
with funds Zrom ¢ ct, or other agreement
c. {2) When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be ssparately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.3 of Attachment 2.

{2) Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the redguirements and standards of this
paragraph have been complied with.

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

(4) Time logs, calendars, or similar records shail not be reguirsd
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1} the employee engages in lobbying (as defined
in subparagraphs {a) and (b)) 25 percent or less of the employee's compensatsd
hours of employment during that calendar month, and (2) within the preceding
five-vear period, the organizaticn has not materially misstated allowablie or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1} and (2) are met, organizations are not reguirsd to establish
records to support the allowsbliliy of claimed costs in addition to records
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d Erecurive lcbbying costs. Costs incurred 1n athbempi_.ng to
improperiy influence either diremtly cor indirectly, an emplovee or officer of
the Ezxecurive EBranch of the Federel Governmeni L0 Give Congicératlon or Lo act
regarding & sponscred agreement ¢r & regulatory Matter are unclliowable. Improper
influence means ary influence that induces or Tends to lnduce & Federal employee
or officer To give consideration or to agt regarding a federaily-sponscred
agreement or regulatory matter orn any pasis other than the merits of the matter.
26. iLcsses on other sponscred agreements or contracts. Any excess of coSts

over income on any award is unallowable as a ccst of any other award. This
includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
Jump sums for, or ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary mainTenance,
repair, or upkeep of buildings and eguipment (including Federzl property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prolong its intended life, but keep it in an efficient operating
condition, are zllowable. Costs incurred for improvements which add to the
permanent value of the buildings and eguipment or appreciably prolong their
intended life shall be treated z= capitel expenditures (see paragraph 15).

28. Materials and supplies costs.

a incurred for materials, supplies, and fabricated parts necessary
o carry out a Federal award are zllowable.

L. Purchased materials and supplies shall be charged at thelr actual
prices, mnet of applicable credits. Withdrawzls from general stores or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, concistently applied. Incoming
transportation charges are a propel part of materials and supplies costs.

. Only materisls and supplies actuzlly used for the performance of a
Fedegral award may be charged as direct costs,

d. Where federally-donated cr furnished materials are used in performing
tne Federsl award, such materials will be used without charge.

4]




. Tousts of the non-proflif orgarization’s subscriptions o bus.ness,
sirofassional, and technical periodicals are allowable.

2f membership in any civic or Pommunl*y organiiation are
leral cognizant agency.

4. Costs of membership ir any country club or social or dining club or
organization are unallowable.
21. Organization costs. Expenditures, such as incorporation fess, broksrs'

fees, fees to promoters, organlzers or management consultants, attorneys,
accountants, or investment counselors, whether or not employess of the
organization, in connection with establishment or reorganization of an
organization, are unaliowable except with prior approval of the awazding agency.

32. Page charges in professional journals. Page charges for professional
sournal publications are allowable as 2 necessary part of research costs, where:
a. The research papers repert work supported by the Federal Government;

b. The charges are levied impartially on all research papers published by
tihe journal, whether or not by federally-sponscorad authors.

3. Participant support costs. Participant support costs are direc¢t costs for
tems such as stipends or subsistence allowances, travel allowances, and
eg istration f=es paid to or on behalf of participants or tralnees [(but not
employees] in connection with meetings, conferences, symposla, or training

p ojects. These costs are allowable with the prior approval of the awarding

34. Patent costs.

a. The fcollowing costs relating to patent -and copyright matfers are
allowable: (i) cost of preparing disclesures, reports, and other documents
required by the Faderal award and of searching the art to the extent necessary
to make such disclosuras; (ii) cost of preparing decuments and any other patent
costs in connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveved to the Federal Government; and (ili) general
counseling services relating to patent and copyright matters, such as advice on
patant and copyright laws, regulations, clauses, and employee agreements (but

42 ~
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35 Flant and homeland security cousts. Necessary and reasonable expenses

incurred for routine and nomeland securirty to protect facilifies, personnel, and

work products are allowable. 3Such costis tnﬁlude, but are not limited to, wages

and uniforms of personnel engaged irn security activities; eguipment; harriers;

contractual security services; consultants; etc. Capitzal expenditures for

homeland and plant security purposes ar ubject to paragraph 15., Eguipment and
*

other capital expenditures, of this Circu

36. Pre-agreement costs. Fre-award costs are those Incurred pricr fo the
cffective date of the award directly pursuant tc the negotiatisn and in
anticipation of the award where such costs are necessary Lo comply with the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have beern zllowable if incurred after the
date of the ard and only with the written approval of the awarding agency.
37. Professional services costs.

z. Costs of professionel and consultant services rendered by persons who
re members of a particular profession or possess a special skill, and who zre
ot officers or employvees of the non-proiit organizaticn, &re zllowable, subliect
“o subparagraphs b and ¢ when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

jm I

In addition, iegal and related services are limited under Attachment E,
paragraph 10,

b. In determining the allowability of ccsts in a paerticular case, nc
ie factor or any special combination cf factors is necessarily
rminative. However, the following factors are relevant:

{1} The nature and scope of the service rendered in relation to the
serviace reguired.

=3

he recess%ty of contracting for the service, consideraing the

)
nop-profit organization's capability in the particular area.

The past pattern of such costs, particularly in the years prior

i,
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c. In addition o the factors in subparagraph b, ratainer fees <o be
allowable must be supported by evidence of bona fide services available or
renderad
38.  Pubklication and printing costs.

a. Publication costs include the costs of printing {including the
rocasses of composition, plate-making, press work, binding, and the end

ts produced by such processes), distribution, promotion, mailing, and

1 handling. Publication costs also include page charges in proiessional
publications.

ost cbiective,
ivities ¢i th=

c. Page charges for professional Journal publications are allowable as 2
necessary part of research costs where:

{1} The research papesrs report work supported by the Federal
Government: and

{Z) The cha

r evied impartially on a2ll research papers
published by the journal. wh o

r not by federally-sponsored authors.

29. Rearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowabie. Special arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval of the awarding agency.

40. ©Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition
oyisting immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.
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c. Costs of help wanted adverzising, special emoluments, fringe benefiis,
and salary allcwances incurred to attract professional personnel from other
organizations that do not meet the test of reasonableness or do not conform wiih
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
emplcyee have besen allowed either &s an allocable direct or indirect cost, and
the newly hired smployee resigns for reasons within his control within twelve
months after being hired, the organization will be reguired to refund or credit
such relocation costs Lo the Federal Government.

{72, Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty

zszignment (for an indefinite period or for a stated period of not legs than @2
months) of an eristing employee or upon recruitment of a new employee.
Kelocation costs are allowable, supject to the limitaTtion described in
subparagraphs b, ¢, and d, provided that:

{1} The move s for the benefit of the employer.

{2} FReimbursement to the employee 1s in accordance with an
zstablished written policy consistently followed by the employezr.

(3} The reimbursement does not exceed the employsze's actual (or
reascnably estimated) expenses.

. ARllowable relocation sosts for current employees are limited to the
fcllowing:

i1} The costs of transportation of the employee, members of his
immediate family and his househola, and personal effects to the new locatiorn.

N
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53 Other necessary and reasonable Ypensﬂs nermally incident to
relocation, such as tne ©o3ts of canceling an unexpired lease, disconnecting and
reinstalling household appliances, and purchas.ing insurance against 10ss ¢f or

personal property. The cost of canceling an unexpired leass iz
2e times the monthly rental.

‘t.‘
iy
‘s

Allowable rzlocation costs for new employees are limited tc those

c.
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his control
withln 12 months after hire, the organization shall refund or cradit the Federa
Savernment for its share of the cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents ars
not permit-ed at the location for any reason and the costs do not include costs
of <ransporitling houssheld goods. :

d “hg following costs related to relocation are unallowable:

with acquiring a2 new home,

(L

(1) Fees and other costc associalec
(z1 A loss on the sale of a former home.

(3} Continuing mortgage principal and interest payments ¢n a home
being sold.

{4} Income taxes paid by an employege related to reimbursed
relocation cOSts.

43. Rental costs of buildings and egquipment.
g P

a. Subject to the iimitations described in subparagraphs b. through d. cof
~his paragraph 43, rental costs are allowable to the extent that the rates are
reascnable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives avallable; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

L. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-preofit organization
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d. Rental costs under leases which are reguired to be treated as capital
leases under GZLF are allowaple only up to the amount (zs explained in

subparagraph b) that would be aliowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of

Financial Accounting Standards Board Statement 13, Accounting for Leases, snall
be used ¢ determine whether a lease is a capital lease. Interest costs related

to capital leases are allowable to the extent they meet the criterie in
subparagraph 22, Unzllowable costs include amounts paid for profit, management
fees, and taxes thaTt would not have been incurred had the non-profit
orgarization purchased the facility.

44 Royalties and other costs for use ol patents and copyrights.

on of the cost of

a. Royalties on a patent or copyright or amortil 1
reto, necessary for the

za
zeuguiring by purchase & copyright, patent, or rights th
proper performance of the award are zllowable unless:

=
[
S

{1) The Federal Government has a license or the right to iree use of
The patent or copyrighnt.

{Z) The patent or copyright has been adjudicated to be invalid, or
Lzs been administratively determined to be invalid.

(3) The patent cor copyright is considered to be unenforceable

(4} The patent or copyright is expired.

L. Special care should bhe erxercised in determining reascnableness where
the rovalties n@y have arrived at as & result of less-than-arm's-length
Largaining, e.g.

{1y Poyalties paild to persons, including cerporations, affiliated
with the non-profit crganization.

{2y Poyzlties paid to unaffiliated parties, including corporaticns
under an agreement entered into in contemplation that a Federzl award would be
made .
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44 Speclialized service IZaclilitles

The costs of servicszs provided by highly complex or specialized
fan ies operated by tne non-profif organization, such as computers, wind
tunnels, and reacrnrs are allowable, provided the charges oy the services meet
the conditions of sither 46 L. or ¢. and, in addition, take into aczount any
1tems of income or Federal financing that qualify as applicable credits under
Attachment 2, subparagraph A.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis cf a
schedule of rates or established methodelogy that (i} dees not discriminate
against federally-supported activities of the non-proiit organization, including
sage by the non-profit organization for internal purposes, and f{ii) is designed
to recover only the aggregate costs of the services. The costs of ecach service
shall consist normally of boinh its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied costs of the previous period{s}.

-

c. Where the costs incurred for a service are not material, they may be
aliocated as indirect costs.

d. Under some extraordinary circumstances, where it 15 in the best
interest of the Faderal Government and ths institution to sstablish altsrnative
costing arrangements, such arrangements may be worked out with the cognizant
Federal agency.

47. Taxes.

a. 1In general, taxes which the organization is reguired to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in lieu of taxes which are commensurate with the local governmant
services received are allowable, except for (1) taxes from which sexemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, [ii) special assessments on land which represent capital
improvements, and (iil}) Federal income taxes.

b. Any refund of taxes, and any payment to the corganization of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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L. If in a particular case, despite zll reasonablie efforts by the non-

profit organization, certain costs cannot be discontinued immediately afiter the
effective date of termination, such costs are generally allowable within the
limitetions set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

Loss of useful value of special tocling, machinery, and is generally
L

{1} Such special tocling, specizl machinery, o©r eguipment is QoL
reasonabply capable of use in the other work of the non-profit organization,

(2) The interest of the Federal Government is protected by transfer
of title or by cother means deemed appropriate by the awarding agency, anc

{3] The ioss of useful value for any one terminated Federal award is
iimited to that portion of the acquisition cost which bears the same ratio Lo
the total acguisition cost as the terminated portion of the Federal award bears
¢ the entire terminated Federal award and other Federal awards for which the
specizl tocling, special machinery, or eguilpment was acquire

d. Rental costs under unexpired leases are generally alliowable where

cleariy shown To have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

{1} the amount of such rental clzimed does not exceed tThe reasonable
use value of the property lezsed for the perloa of the Federal award and such
further period 25 may be rezsonable, and

{2} the non-profit organization makes ell reasonable efforts to
terminate, assign, setile, or otherwise reduce the cost of such lease. There

e
1so mey be included the cest of alteraticns of such leased property, provided

P
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(3) Indirect costs related to salaries and wages incurred as
axpenses in subparagraphs (1) and (2}. Normally, such indirect costs
ited to fringe benefits, occupancy cost, and immediate supervision.

Claims under sub awards, including the allocable portion of claims
ich e commorn to the Federal award, and to other work of the non-profi
ganization are generally allowable.

An appropriatze share of the non-profit crganization's indirect expense may be
allocated o the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment &. The indirect expense so allocated shall
eycliude the same and similar costs claimed directly or indirectly as settiement
eXpenses.

4%. Trailning costs.

a. Costs of preparation and maintenance of a program of instruection
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, incliuding
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program is conducted by the organization;
or (ii) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

b. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
zllowable only whan the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be sxzpected to work, and ars
limited to:

(1} Training meterials.

{2} Texthooks.

W
o
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¢. Cests of ruition, fees, training meterials, and textbools (but not
subcistence, salary, or any other emoluments) in connection with full-time
education, including that provided at the organization's own facilities, at a
X

post-graduate {but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in which the employse 13 now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited te the costs
attributable to a total period not to exceed one schocl year for each employes
so trained. In unusual czses the period may be extendsd.

d. Costs of attendance of up to 16 weeks per emplicoyee per year at
specialized programs specifically designed toc enhance the effectiveness of
executives Or managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training materials, texibooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable undex
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in

subparagraphs b and c.

e. Meaintenance expense, and normal depreciation or fair rental, on
cilities owned or leased by the organization for training purposes are
lowable to the extent set forth in paragraphs 11, 27, and 50.

. Contributions or donations to educational or training instituti

i
including the donation of facilities or other properties, and scholarship
fellowships, are unallowable,

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c© may be allowed with prior approval of the awarding
agency. To be considered for approvel, the organization must demonstrate that
such costs are coneistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected Lo
work. :

50. Trapsportation costs. ransportation ccsts include freight, express,
cartage, and postage charges relating either to goods purchased, in process, oOr
delivered. These costs are allowable. When such costs can readily be identifled
with the items invelved, they mey be directly charged as transportation <osts or

o
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all be considered reasonable and allowable only to the extent such cost
t exceed charges normally allowed by the non-profit organization in its
gular operaticns as the result of the non-profit organizetion’'s written travel
licy. 1In the absence of an agceptable, written non-proflit organization policy
garding travel costs, the rates and amounts established under subchapter I of
Title 5, United States Code {“Travel and Subsistence Expenses;
‘leage Allowances”), or by the Administrator of General Services, or by the
resident !(or his or hsr designee) pursuant %o any provisions of such subchapter
hall apply to travel under Federal awards [48 CFR 31.200-46la);.
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2. Commercial air travel.

(1) Airfare costs in excess of the customary standard commercial
airfare (coach or egquivalent}, Federal Government contract airfare (where
authorized and available), or the lowest commercial discount airiare are
unallowable except when such accommodations would: (a) require circuitous
routing; (b)) require travel during unreasonable hours; (c) ezcessively prolong
travel; {d) result in additional costs that would offset the transportation
savings: or (e) offer accommodations not rzasonably adeguate for the traveler’
medical needs. The non-profit organization must justify and document these
conditions con a case-by-case basis in order for the use of first-class airfar
te be allowable in such cases.

{2} Unless a pattern of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or cother discount zirfare is
unavailable for specific trips if the non-profit organization can demonstrate
2ither of the following: {(a} that such airfare was not available in the
specific case; or (b) that it is the non-profit organization’s overall practics

to make routine use of such airfare.

d. Bir travel by otl.er than commercial carrier. Costs of travel by non-
profit crganization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation {including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] <., is unallowable.

. e
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Circular No. kR-1Z2
Kevised ©s ERow changeg publighed in the Federal Register June Z
nuditse of Sratesg, Loczl Governments, and Non-Profit Organizat

Tr THE EEZEDS OF FYECUTIVE DZPARTMENTS LND ESTLBLISHMINTL

SUsJECT hudits of States, Local Governmentg, and Non-¥Profit OrganizatlOng
T rurpose. Tris Clrcoular le issued pursuant Lo the Zingle Audly Azt of
“epg . ELL. ©B-302, and the Eingle Audit Act Amendments of 1996, P.I.. 104£-156.
11 sets forth standarde for obtaining congistency and uniformity among Federsl
agenciss for the audit of States, local governments, and non-profic
orgenizations expending Federal awards.

z Buthority. Circular A-133 is issued under the authority of secuions
5S¢z, 1111, and 7501 et sag. of title 21, United States Code, and Executive
Orders 8248 and 11541.

3. Rescicsion and Supersession. This Circular rescinds Cireular A-128,
naudite of State and Local Governmments,® issued April 12, 1%EE, and supersedes
the prior Circular A-133, "Audits of Institutrions of Higher Education and
Other Non-Profit Institutions," issued April 22, 19%6. For effective dates,

gee paragraph 10.

4. policy. FExcept as provided hersin, the standarde set forth in this
Circular shall be applied by 2ll Federal agencies. If any statute

14

specifically prescribes policies or specific raquirements that differ from th
standards provided herein, the provislons of the subseguent statute shall
govermn.

Federal agencies shall apply the provisions of the sections ol this

Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federzl awards received from a pass-through entity (a
recipient cor ancther subrecipient).

This Cireular does not apply to non-U.£. based entities expending
Federal awards received either directly as a recipilent or indirectly as a
subreciplent.

5, Definitions. The definitions of key terms used in this Circular are
contained in § .105 in the Attachment to this Circular.

6. Peguired Zicticn. The specific requirements and responsibilities of
Federal agencies and ncn-Federal entities are set forth in the Attachment to
this Circular. Federal agencies

making awards to non-Federal entities, either directly or indirectiy, shall
adopt the language inm the Circular in codified regulations as provided in
Section 10 (below), unless different provisions ars reguired by Federal
statute or are approved by the Office of Management and Budget (OMB].

7. OME Responsibilities. OMB will review Federal agency regulations and
implementation of this Circular, and will provide interpretatioms of policy
requirements and assistance to ensure uniform, effective and eifficient
implementation.

8. Information Contact. Purther information concerning Circular A-132 may

be cbtained by contacting the Financial Standards and Reporting Branch, Office
of Federal Financizl Management, OZfice of Management and Budget, Washington,
DC 20503, telephone (202) 395-3893.
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i keview Dace. Tris Cirzular will have a policy reviaw chres

the date of ilgzuance.

i 0 Effeciive Dates. The standards set Zorth in § .400 of tThe Attachmen:s
to tnis Cirsular, which apply direccliy to Faderal agencies, shall be =2ffect:
July i, 2996, and shail apply to audlts of fiscal voa*= beg‘rn ng alier Juns
30, 1996, except as otherwise specified in § _ . 400 (a

The standards set forth in this Circular that Federail gﬁﬂ"L@S shall
apply to non-Federal entitiee shall be adopted by Federal agencies in codili
regulations not later chan 60 days
in che Federal Regiscer, so that they will apply to audits of fiscal vears
beginning after June 30, 1996, with the exception that §_  .305(b) of the
Actachment applies to audizs of fiscal years beginning after June 30, 1998
The regquirements of Circular B-128, although the Circular is rescinded, and
the 1990 version of Clrcular A-133 remain in effect
beginning on or before June 30, 1896.

The revisions published in che Federal Register June 27, 2003, are
affoctive for fiscal years ending after December 31, 2003, and early
implementation is not permitted with the exception of the definition of
oversight agency for audit which is effective July 28, 2003,

Augustine T. Smythe
Ahecting Director
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Suopart B--Zud:its
L20C Audlit regulremente
::1205 Basis for determining Federal awaras expendaszc
210 Subrecipient and vendor determinations.
LZ2%h Eelation to ofbher audit reguirements.
::,220 Freguency of =zudits.
225 Sanctions.
L 230 Audit costs.
~ 235 Program-specific audits.
Subpart C--Euditees
__.300 Auditee responsibilities.
___.305 Auditor selection.
__.310 Financial statements.
__.31b Audit findings follow-up.
.320 Report submission.

Subpart D--Federal Agenciles and Pass-Through Entities
__.400 Responeibilities.
__.405 Management decision.

Subpart E--Auditors

__.500 Scope of audit.

__.505 Audit reporting.

___.530 Audit findings.

__.51E Rudit working papers.

___.5z0 Major program determination.

__.5Z5 Criteria for Federal program rigk.

__.530 Criteria for & low-rigk auditee.

Appendix A to Part _ - Data Cellection Form (Form SF-SAC).
Appendix B to Part _ - Circular A-133 Compliance Supplement.
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Stubpart A--General
§ ipe Purpose

This part sezis forvoh standards for sbiaining consistency and uniformity
among Fedarval acencies for the auvdit of non-Federal 2ntities expending Fadsral
awaris.
8§ . 105 Definitions.

Audiree ms=ans any non-rFederal enclty <“hat expends Federal awards which
must he audited under this part

Auditor means an auditor, that is a public accountant or a Fedezral,
State or local government audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GAGAS] . The term auditor does not include internal auditors of non-profi:c
organizations.

hudit finding wmeans deficiencies which the auditor is reguired by
§ .510(a) to report in the schedule of findings and guestioned costs.

CFDA pumber means the number azscigned to a Federal program in the
Catalog of Federal Domestic Assistance (CFDA) .

Cluster of programs means a grouping of closely related programs that
share common compliance reguirements. The types of clusters of programs axe
regzarch and development (R&D), student financial aid (SFA}, and other
clusters. "Other clustersg" are as defined by the Cffice of Management and
Budget (OMB} in the compliance supplement or as designated by a State for
Pederal awards the State provides toc 1ts subrecipients that mest the
definition of a cluster of programs. When designating an “other cluster," a
State shall identify the Federal awards included in the cluster and advise the
subrecipiente of compliance requirsments applicable to the cluster, consistent
with § L4008 (d) (1) and §_ .400{d} (2), respectively. A cluster of programs
chall be considered as one program for determining major programs, as
described in § .520, and, with the exception of R&D as described in
§ .200(ec), whether a program-specific gudit may be elected.

Cognizant agency for audit means the Federal agency designated to carry
out the responsibilities described in § 400 (a) .

Compliance supplement refers to the Circular A-133 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents
OMB or ikts designee may issue to replace it. This document is available
the Government Printing Office, Superintendent of Documsnts, Washington,
20402-9325.

g rho
M nm
Q
=

Corrective action means action taken by the auditee that:

(1) Corrects identified deficiencies;
(2) Produces recommended improvements; or

{3} Demonstrates that audit findings are either invalid or 4o not
warrant auditee action.

Federal agencyv has the same meaning as the term agency in Section 55111}
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
simbursement contracts that non-Federal entities receive directly from
aderal awarding agencies or indirectly from pass-through entities. It doss

]
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Federal finapncial aszsistance msanls &££58 & LaEE
receive or admipiscer in the form of grante, loans, loan gua‘antees, DIGLETtY
{including donated surplus propertyl, Cooperative agreements, interest
subsidies, insurance, food commodities, direct ap prop**eronL, and other
assistance, but does not include amounte receiv ved as reimbursemsnt for
services rendered to individuals as described im §__ .205(h) and § _ .205(i).

Federal program means:

(%) £1l Federal awards to a non-Federsal encity assigned a £ingle

numper In the (CFDR.

(23 When no CFDAE number is assigned, all Federal awards from the same
agency made for the same purpose should be combined and considered one
program.

{37 Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The types of clusters of programs are:

(i) kesearch and development (R&D);
{ii) Student financial aid (SFR); and
(iii) "Other clusters," as described in the definition of cluster

of

programs in this section.

GAGAS means gensrzlly accepted government auditing standards i1ssued by
the Comptroller General of the United States, which are applicable to
financial audits.

Generally accepted accounting principles has the meaning specified in
generally accepted auditing standards issued by the American Inmstitute of
Certified Public Accountants (AICFR).

Indian tribe means any Indian tribe, band, nation, or other organized
group or community, including any A laskan Native village or regiomal or
village corporation {as defined in, or established under, the Aiaskan 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.

Tnternal control means a process, effected by an entity's mwanagement and
ather personnel, designed to provide reascnable assurance regarding the
achievement of objectives in the following categories:

{1} Effectiveness and efficiency of operations;

o

Reliability of financial reporting; and

{

wr

) Compliance with applicable laws and regulations.

Internal control pertaining to the compliance reguirements for Federal
programs (Internes]l control over Federal programs) means a process--effected by
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'11) Maintain accountability over assets; and

(i1i) Demonstrate compllance with laws, reguelations, and other
compllance requlrements;

(23 Transactions are executed in compliance with:

(1) Laws, regulations, and the provisions of contracts or grant
agreements that could have a direc: and material effect on a Faderal program;
and

{(ii} Any other laws and regqulations that are identified in the
—ompliance supplement; and

{3 Funds, property, and other asssts are safeguarded against loss
from unauthorized use or dispositiosn.

Loan means a Federal loan or loan guarantee received or administered by
a non-Federal entity.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township. parish, local
public authority, special district, school district, intrastate district,
council of governments, and any other instrumentality of local government.

Madcr program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass- s-through entity in accordance with
§ .215 (e} .

Management decision means the evaluaticn by the Federal awarding agency
or pass-through entity of the audit findings and correctlve action plan and
the igsuance of a written decision as to what corrective actiocn is necessary.

Non-Federal entity means a State, local government, or nen-profit
organization. '

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that:

(1) Is operated primarily for scientific, educaticmal, service,
charitable, or similar purposes in the public interest;

(ii) 1Is not corganized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2] The term nori-profit organization includes non-profit institutions
of higher education and hosgpitals.
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fecrive July ZE, 2003, the following is added to chis definition:
Federal agency with oversight for an auditee may reassigrn oversignt ©
another Federal agency winich provides substantial funcing and agrees to
pe the oversight agency for audit. Wichin 30 days after any
reassignment, both the 514 and the new oversight agency for audit shall
notify the auditee, and, if known, the auditor of the reassignment."

O

-through entify nmeans a non-Federzl entity that provides & Federal
subrecipient to carry out a Federal program.
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Frogram—specific audit means an audit of one Federal program &as provided
for In § -200(e) and §__ .235.

Questioned cost means a cost that is guesticned by the auditor because
c¢f an audit finding:

{1 Which resulted from a violation or possible viclation of a
provision of a law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use of Federal funds, including
fundes used to match Federal funds;

12) Where the costs, at the time of the audit, &are not supported by
adequate documentation; or

(3 Where the costs incurred appear unreascnable and do not reflect
the actions a prudent person would take in the circumstances.

Fecipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out z Federal
program.

Research and development (R&D) means all research activities, both basic
and applied, and all development activities that are performed by a non-
Federal entity. Research is defined a&s a systematic study directed toward
fulier scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuzls 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 imnstruction function. Development is the systematic use of knowledge
and understanding galned from research directed toward the production of
useful materisls, devices, systems, or methods, including design and
development of prototypes and processes.

Single audif means an audit which includes both the entity's Ifinancial
statements and the Federal awards as described in § .500.

State means any State of the United States, the District of Columbie,
he Commonwezlth of Puerto Rico, the Virgin Islands, Guam, American Samca, the

T
Commonwealth of the Northern Mariana Islands, and the Trust Territory of the
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TumenTall e £, any musti-DTate, reglonazl, oF
governmanrTa: IUNITT_ONS, anc any indian tripe as
siwdent Fipanciagld Aid (S5FA; includes those programs of general atudent
stance, such ss those authorized by Title IV of the Higher Educetion Act
955, as amended, {20 U.5.C. 1070 et _ssd.}i which iz administered by the
Separtment of Education, and similar programs provided by other Faderal
i es does not include programs which provide Zellowships or simila;
Lo students on a competitive basis, or for 57 d studies or

subrecipient means a non-Federal entity that expends Federal awards
received from a pass-through entity to carry out a Federal program, but does
not inciude an individual that is & beneficiary of such a program. 2
suprecipient may also be a recipient of other Federal awards dirsctly from a

Federal awarding agency. Guidance on distinguishing hetwsen a subrecipient
and & vendor is provided in § L2180,

Types of compliance reguirements refers tc the types of compliance
reguirements listed in the compliance supplement. Examples include:
activitiss allowed or unallowed: allowable costs/cost principles; cash
management; eligibility: matching, level of effort, earmarking: and,
reporting.

Vendgr means a dealer, distributor, merchant, or other seller providing
gonds or services that are required for the conduct of a Federal program.
Thase doods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. &dditional guidance on distinguishing
between a subrecipient and a vendor is provided in §_  .210.

Subpart B--Audits
§ . 200 Audit requirements.

{a) Audit reauired. Non-Federal entities that expend $300,000
(5500,000 for fiscal years ending after December 31, 2003) or more in a year
in Federal awards shall have a single or program-specific audit conducted for
that vear in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in §  .205,

{1} Single audit. HNon-Federal entities that sexpend $300,000 (£500,000
for fiscal years ending after December 31, 2003} or more in a ysar in Federal
awards shall have a single audit conducted in accordapce with §  .500 except
when they elect to have a program-specific audit conducted in accordance with

paragraph (e) of this section.

(c] Program-specific audif electign. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Feaderal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in acceordance with §  .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case o0f a subrecipient, approves in advance a program-specific audit.

{d) Exemption when Federal awards expended are less than $300, 000
(5500, 000 for fiscal vears epding after December 31, 2003}. Non-Federal

8
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‘e Fegderelly Funded Feszerol, znd Development Teriers (FFREDOL.
Marzuement of &n auditee that owne or operates a FFRDU may elect to Lrzat une
PEREDT ar & seneraels entuty for purposes of this part.

& . 205 Bazsis for determining Federal awards expended.

(&) Determining Federz! awards expended. The determination of when an
award ls expended should be based on when the activity related to the award
voccours.  Generalliy, the activity pertains to events that reguire the non-
Federal entity to comply with laws, regulations, and the provisions cof
contractis Or grall agreements, such as: expenditure/expense transaclions

essouciated with grants, cost-reimbursement contracts, cooperative agreements,
and direct appropriations; the disbursement of funds passed through to
subrecipients; the use of loan proceeds under lcan and loan guarantee
programs; the receipt of property; the receipt of surplus property; the
recelpt or use ol program income; the distribution or censumption of focod
commodities; the disbursement cf amounts entitling the non-Federal entity to
an i1nterest subsidy; and, the pericd when insurance 1s in force.

() Loan and loan guarantees {lpans). Since the Federzl Government Lis
at risk for locans until the debt is repaid, the fellowing guidelines shall be
used to calculate the value of Federal awards expended under lcan programs,
except as noted in paragraphs {(c) and (d} ¢f this section:

(1) Value of new loans made or received during the fiscal ysar;
olus

{2} Bzlance of loans from previcus years for which the Federsal
Government imposes continuing compliance reguirements; plus

(3 Any interest subsidy, cash, or administrative ccst allowance
receivead.

fc) Loan and loan gusrantees {loans) at institutione of higher
gducation. Wnen loans are made to students of an institution of higher
education but the institution does not make the loans, then only the value ¢f
loans Made during the year shall be considered Federal awards expended in that
vear. The balance of loans for previous years is not included as Federal
awards expended because the lender accounts for the prior bealances.

(di Prior ican and loan guarantees {lopans}, Loans, the proceeds of
h were received and expended in prior-years, are not considered Federzl
wards expended under this part when the laws, regulations, and the provisions
f contracts or grant agreements pertaining to such lcoans impose no centinpulng
ompliance requirements other than to repay the iloans.

whic

alx

[ e

le] Endowment funds. The cumulative balance of Federal awards for
endowment funds which are federazlly restricted are considered awards expended
in sach vear in which the funds are still restricted.

1f) Free rent. Free rent received Dby itself is not considered a
Federal awzrd expended under this part. However, free rent received as part
2] ATT?“:HKAB%T."”EE: ........
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“o audl

ance Faederal non-cazsh assistange, SUTh &5
itias, donated properiy, 0r donated SurD_ous
arxet wvalue &t the time oI recelpht or the

rr fed: Madi paymaents to a non-federal entity for providing
CALTLEN. fare maerviges o Maeg e eiiaible Zndividuals are nobt considered
vederal svwards sxpsnded under

] Medicaid. Medicaid payments to a subrecipient for providing
natient care services to Medicaid ezilgible individuals are not considered
Federal awards expended under this part unless & State requires the funds to
ne fraated as Federal awards expended because reimbursement is on a cost-
reimbursement basis.

(i) Certain loans provided by the Natignal Credit Union
Bdministration. For purposes of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liguidity Faclility that are
funded by contributions from insured institutions are not considered Federal
awards expended.

§ .210 Subrecipient and vender determinations.
la) General. An auditee may bz a recipient, a subrecipient, and &
vendor. Federal awards expended as a recipient or a subrecipient would be

subject to audit under this part. The payments received for goods or servicss
orovided as a vendor would not be considered Federal awards., The guidance 1in
paragraphs (b) and (g} of this section should be considered in determining
whether payments constitute a Federal award or a payment for goocds and
services.

{h) Federal award. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

{1} Determines who is eligible to receive what Federal financiail
ssistance;

@

(2) Has 1ts performance measured against whether the objectives
of the Fsaderal program are met;

(3} Bas reasponsibility for programmatic decisicn making;

{4} Eas responsibility for adherence to applicable Federal
program compliance reguirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass—-through entity.

{c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services received by a vendor are when the ocrganization:

{1} Provides the goods and services within normal business
operations;

10 ATTACHMENT . &
pace .. 0. ofF .32 paces




T nenelnd
Operates 1L & T

P4 Frovides goods or services thet zre ancillary Lo nhe
sperztion of Lne Federel prograi; and

'L Is not subsect ho compliance regulrements ol tne Feders
LI a.

(i Use of qudament in making derermipnation. There may be unusual

circumstances or exceptions to the listed characteristlas. In making the
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subetance of the relationship iz more important than L
agreement. It is not expectec that ail of the charact
and judgment should be used in determining whether an
or vendor.

ics will be present
v ig a subrecipient

(e} For-profit subrecipient. Since this part dees not apply to for-
profit subrecipients, the pass-through entity is responsible for estaklishing
reguiTements, &t necessary, Lo snsure compllance by for-profit subrecipients.
The contract with the for-profit subreciplent should describe applicable
compliance reguirements and the for-profit subrecipient's compliance
responsibility. Methods to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during the
contract, and post-award audits.

(f) Compliance resvonsibility for vendors. In most cases, the
suditee'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. FProgram
compliance reguirements normally do not pass through to vendors. However, the
aucditee 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. Rlso,
when these vendor transactions relate to a major program, the scope cf the
audit shall include determining whether these transactions are in compliance
with laws, regulations, and the provisions of contracts or grant agreements.

§ 215 Relation to other audit requirements.

(a; Audit under this part in lieu of other audits. An audit made in
accordance with this part shall be in lieu of any financial audit required
under individual Federal awards. To the extent this audit meets a Federal
agency's meeds, 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 GAQ to conduct or arrange for additional audits {e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authcorize any anditee to constrein Federal agencies from carrying out
additional audits. Any additionzl audits shell be planned and performed in
such a way as to build upon work performed by other auditors.

(b} Federal agency to pay for additional audits. A Federal agency
that conducts or contracts for additional audits shall, consistent with other
applicaple laws and regulations, &rrange for funding the full cost of such
additicnzl audits.
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& .220 Frequancy of audits.

Except for the provisions for blennizl audits provided in saragraphs (&)
and (b) of this section, audits reguired by this part shall be psrformed
annually. Any biennial audit shall cover both years within the biennial

period.

fa}) A State or local government that is reguired by constitution or
statute, in effect on January 1, 1987, to undergo its audits less frequently
than annually, 1ls permitted to undergo its audits pursuant to this part
biennially. This rsguirement must still be in effect for the biennial period
under audit.

() Any non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1982, and January 1, 19%5, is
permitted to undergo its audits pursuant to fhis part biennially.

& L2258 Sanctions.

No audit costs may be charged to Federal awards when audits reguired by
this part have not been made or have been made but not in accordance with this
part. 1In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sanctions such as:

{a} Withholding a percentage of Federal awards until the audit is
completed satisfactorily:

{(b) Withholding or disallowing overhead costs;
{c) Suspending Federal awards until the audit is conducted; or

(&) 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 applicable
OMB cost principles circulars, the Federal Acquisition Regulation (FBR) (48
CFR parts 30 and 31), or other applicable cost principles or rzgulations.
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audite T0 mOniTor its subreciplents in accordance with & .400{d) (3},
provided tne subrecipient doeg not have a single audit. For purposes of thirs
part, limited scope audits only incliude agreed-upon pr cedures engagements
conducTted in accordance with either the RICPA’s generslly accepted zuditing
standards or attestation standsrds, that are paid for and arranged by & pess-
through entity and address only one cor more of the following Lypes of
compliance requirements: activitlies allowed or una_liowed; allowable
costns/cost principles; eligibility: matching, level of effert, earmarking;
and, reporting.

mEEET

§___.235 Program~specific audits.

{a) Frogram-specific gudit guide avsilable. In many cases, & program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to intermal 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 & program-specific audit.

() Trogram-specific audit guide not available. (1) When a program-
c1f1c audit guide is not aveailable, the auditee and auditor shall have
cally the same responsibilities for the Federal program zs they would have
an audit of & major program in a single audit.

(2) The auditee shall prepare the financial statement(s) for the
Federal program that includes, at a minimum, & schedule of expenditures of
Federal awards for the program and notes that describe the significant
accounting pelicies used in preparing the schedule, a summary schedule of

pricr audit findings consistent with the reguirements of § .315(b), and a
corrective action plan consistent with the reguirements of § .315(c) .
{3} The auditor shall:
{1} Perform an audit of the financial stetementi{s}) for the

Federal program in accordance with GAGAS;

{ii} Obtain an understanding of intermal contrel and
perform tests of internal control over the Federal program consistent with the
reqgquirements cof § .500{c) for a major program;

{iii) Perform procedures to determine whether the auditee

has complied with laws, regulations, and the provisions of comtracts or grant
agrce ents that couid haVE a direct and material effect on the Federzl program
consistent with the requirements of §  .500(d) for a major program; and

13
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140 The suditor’'s report | of either
combinaed or separafte reports and may be Irom the manner
presented 1n this section, The auditor's T < ate that The zud:t
was conducted in accordance with this part a incls 1 sliowing;

fi} An opinion (or disclaimer oI opinion) as Lo whether

the financial statement{s; of the Federal program 1s presanted fairly in ail
material respects in conformity with the stated accounting policies;

{ii} 2 report on internal control related to the Federal
prodgram, which shall describe the scope of testing of infernal c¢ontrol and the
results of the tests;

(Lizy A report on compliance which includes an opinion (or
disclaimer of opinion) as te whether the auditee complied with laws,
reguletions, and the provisions 6f contracts or ¢grant agreements which could
have a direct and material effect on the Faderal program; and :

{iv} A schedule of findings and gquestioned costs for the
eral program that includes a summary of the auditor's results relative o

Federal program in a format consistent with §_ .5305(d} (1} and findings
and guestioned costs consistent with the requirements of §__ .505{(d) (3).

oo

(ch Report submission for program—~specific audifs.
(1) The audit shall be completed and the reporting requlired by paragraph
{c) (2) or () {3} of this section submitted within the earlier of 30 days after
raceipt of the auditor’s report{s), or nine months after the end of the audit
period, unless a longer periocd is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 199%8, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor’s
report(s), or 13 months after the end of the auvdit period, unless a different
period is specified in a program-specific audit guide.) Unless restricted by
law or regulation, the auditees shall make report coples avallable for public
inspection.

{(2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMBE the data
collection form prepared in accordance with §  .320(b), as applicable to a
program—specific audit, and the reporting reguired by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
required by the program-specific audit guide.

{3} When a program-specific audit guide is not available, the
reporcing package for a program-specific audit shall consist of the financial
statement (s) of the Fszderal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2) of
this section, and the auditor's report(s) described in paragraph (b) (4) of
this section. The data collecticn form prepared in accordance with

14
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<he pass-through entity, when & subreciplent req ¢ osubmet
reporiing pabhgge to the peags-throdgh sntil & 1 pl
written notification to the pass-through en
reguirements of §  .320(e) (2). , subrecipient may submit & copy of the
reporting package to the pass-Tthrough entity to comply with this notification
regulremsnt.

{d} Nrher semtione of this part mey apply. FProgram-specific audits
are subiect to § 100 through §  .215(b), § .220 througn § 230,
§  .300 ;blough § .305, §  .315, §__ .220(f) through §_ .320(49), §__ .400
through & .405, § .510 througn §_  .515, and other referenced provisions

of this part unless contrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

Subpart C~-Auditees
g . 300 Luditee responsibilities.

The auditee shall:

(g) Identify, in its accounts, all Federeal awards received and
ezpended and the Federal programs under which they were received. Federal

program and award identification shall include, as applicable, the CFDA title
and number, award number and year, name of the Federal agency, and name of the
pass-through entity.

(b} Maintain internal control over Federal programs that provides
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of

contracts or grant agreements that could have & material effect om each of its
Federal programs.

(c] Comply with laws, regulatioms, and the provisions of contracts or
grant agreements related to each of its Federal programs.

(dj Frepare¢ appropriate financial statements, including the schedule
cf expenditures of Federal awards ip accordance with § .310.

(e} Ensure that the audits required by this part are properly
performed and submitted when due. When extensions to the report submission
due date reguired by § _.320(a) are granted by the cognizant or oversight
agency for audit, premptly notify the Federal clearinghouse designated by OMB
and each pass-through entity providing Federsl awards of the extension.

() Follow up and take corrective actiomn on audit findings, including
preparation of & summary schedule of prior audit findings and & corrective
action plan in accordance with § .315(b) and § .215(¢c), respectively.

§ .305 Auditor selection,
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Crganizetions," or the FRR (48 as applicable (OMB Circulazrs zrs
vailablie from the Qifice of Adminlstration, Publications Office, room 2200,
New Execut’ Ve Jff;ce Building, Washington, DC 20503). Whenever possible,
e gsmall businesses, minoritv-

owned firms, and women's businegs enterprises, in procuring audii services as
stated in the A-102 Common Rule, OMB Cirecular A-110, or the FAR /48 CFR part
42), as applicable. 1In reguesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit services include the
regponsiveness to the regquest for proposal, relevant sxperience, availability
of scaff with professional qualifications and technical abilities, the results
of external guality contrel reviews, and price.

{b) Restrigrion on auditor preparinag indirect cost proposals . An
auditor who prepares the indirect cost proposal or cost allocaticn plan may
not also be selected to perform the audit reguired by this part when the
indirect costs rscovered by the auditee during the prior year exceeded 31
million. This restriction applies to the base y=ar used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
which the resulting indirect cost agreement or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal years beginning aiter
June 3¢, 1998.

{c] Use of Federal auditors. Federal auditors may perform all or part
of the work required under this part if they comply fully with the
requirements of this part.

§ L3190 Financial statements.

(al Financial statements. The audites shall prepere financial
statements that reflect its financial position, results of operations or
changes in net assecs, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the reguirements of this part.

However, organization-wide financial statements may also include departmen*s
agencias, and cothey organizational units that have geparate audits in
accordance with §_ .500(a}) and prepare separate financial statements.

(b) Schedule of expenditures of Federal awards. The auditee shall
also prepars a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not required, the
auditee may choose tao provide information requested by Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal progvam has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

(1} List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
programse within a cluster of programs. For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Services.
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14} Include notes that descripe tne gigpiflcant acoountiing
poiic.ees used in prepering the scnedulie
5} Te the extent practical, pess-torough entilies should

:fy in the schedule the total amount provided to subreciplients from each
Federal program.

(61} include, in either the schedule or a note ¢ the schedule,
the value of the Federal awards exxpended 1in rhe form of non-cash ase.stance,
fhe amount of insurance in effect during the vear, and loans or loan
guarantees cutetanding at year end. While not reguired, it is preferable to
present this information in the scheduie.

§ L3135 audit findings follow-up.

(g} General. The auditee is responsible for follow-up and corrective
action on all audit findings. As part of this responsibility, the auditee
shall prepare a summary schedule of prior aud:it findings. The auditee shall

also prepare a corrective action plan for current year audit findings. The
summary schedule of pricr 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
multiple years, it shall inciude the fiscal year in which the finding
initially occurred.

() Summary schedule of prior audit Findinas. The summary schedule of
prior audit findings shall report the status of &ll audit findings included in
The pricr audit's schedule of findings and guestioned costs relative to
Federzl awards. The summary schedule shall alsc include audit findings
reported in the pricr audit's summary schedule of prior audit findings except
audit findings listed as corrected in accerdance with paragraph (bj (1) of this
secticn, or no longer valid or not warranting further action in accordance
with paragraph (b)(4) of this section.

(1) When audit findings were fully corrected, the summary
scheduie need only list the audit findings and state that corrective action
was taken.

12} When audit findings were not corrected or were only
partially corrected, the summary schedule ghall describe the planned
corrective action as well as any partial corrective action takemn.

(3 When corrective 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 explanation.

(4} When the auditee believes the audit findings are mo longer
valid or do not warrant further action, the reasons for this position shall be
described in the summary schedule. A valid reason for considering an audit
finding as not warranting further action is that all cf the following have
occourred:

(1) Two years have passed since the audit report in which

17
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fiii; A management decision was not issu=d.

icy Corrective action plan. AT the completion of the audit, zhe
audiree shail prepare a corractive action plan 2o address sach sudit finding
i ; - " - F - : o -
included in the current year auditor's reports. The corrsctive action plan

shail provide the namefg) of the contact personis) responsible for corrective
action, the correccive action planned, and the anticipated completion date.
if the auditee does not agree with the audit findings or believes corractive
action is not required, then the corrective action plan shall include an
explanation and specific reasons.

§ .320 Report submiesicn.
(a}) Genexal. The audit shall be completed and the data collection

form described in paragraph (b) of this section and reporting package
described in paragraph (c) of this sectlion shall be submitted within the
earlier of 30 days after receipt of the auvditor’s report(s), or mine months
after the end of the audit period, unless & longer period is agreed o in
advance by the cognizant or oversight agency for audit. (However, for fiscal
y2ars beginning on or beiore June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report(s), or 13 months
after the end cf the audit peried.) Unless restricted by law or regulation,
the audites ghall make ceopies availlable for public inspection.

(b) Data Collection. (1} The auditee ghall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the reguirements of this
part, the form was prepared in accordance with this part (amnd the instructions
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete.

{(2) The data collection form shall include the following data
elaments:

(i) The type of report the auditor issued on the financial statements of
the auditee (i.e., unqualified opinion, qualified opinion, adverse
opinion, or disclaimer of opinion).

(ii} Where applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statemsnts and
whether any such conditions were material weaknesses,

(iid) A statement as to whether the audit disclosed any noncompliance which
is materlal to the financial statements of the auditee.

{iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

(v) The type of report the auditor issued on compliance for major

18
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fvixd L yes oF no statement a& ve whether the asuditee gual:fied ag a low-
risk sudizee under § 530 of OMBE Qircular A-122

Tvoiid The doliar thresheld used to distingulsh betwsen Tyope 2 and Tvpe E
programes as defined in § .520 (L) of OMB Circular L-133.

137 The Catalog of Federal Domestic Assratance (CFDER) number for sach
Federal program, as applicable.

() The name of each Federzl program and identification of each major

g J

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.

{zd) The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.

{xii} For each Federal program, a yes or nc statemsnt as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any guestioned costs:

(&) Activities allowed or unallowed.
(B} 2llowsble costs/cost principles.
(C) Cash management.
(D) Davis-Bacon Act.
{E)} Eligibility.
{F) Equipment and real property management.
{G}) Mateching, level of effort, esarmarking.
{H) Period of availability of Federal funds.
(I} Procurement and suspension and debarment.
{J) Program income.
{¥) Rezl property acguisition and relocation assistance.
(L) Reporting.
(M} Subrecipient monitoring.
{N) Specizl tests and provisions.
(xiii} Auditee Name, Employer Identification Number {s), Name and Title of

Certifying Official, Telephone Number, Signature, and Date.

fydiv) 2auditor Name, Name and Title of Contact Person, Auditor Address,
Auditor Telephone Number, Signature, and Date.

(xv) Whether the auditee has either a cognizant or oversight agency for
audit.
{xvi) The name of the cognizant or oversight agency for audit determined in
accordance with § .400{a) and § .400(b), respectively.
(2) 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
inciuded as part of the data ccllection form 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 inm paragraph (¢} cof this section, and that the content of
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“he IZorm s limized o the data slemerts prascribed by OME.
2) Revportinag package. The reporting package shall include the:
R = e} - ] e A% o RIS e
{1 Pinancizl statements and schedule of expenditures of
Federal awards discussed in § .310{a) and § .310(b), respectively;
{z) Summary schedule of pricr audit Zindings discussed in
§  .315(b) .
(21 buditor's reportis) discussed in § .505; and
4] Correcrive action plan discussed in § 315 (ey .
(d) Submission to ¢learinghouge. All auditees shall submit to the

federal clearinghouse designated by OMB the data collection form describsd in
paragraph (b) of this sesction and cne copy of the reporting package described
in paragraph (e¢) of this section for:

(1} The Federal clearinghouse to retain as an archival copy;
and

(2) Each Federal awarding agency when the schedule of findings
and guestiocned costs disclosed audit findings relating to Federal awaxds that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly.

fe) Additional submisgion bv gubrecipiente. ({1} In additiocn to the
requirements discussed in paragraph (d) of this section, auditess that are
alsc subrecipients shall submit tec each pass-through entity one copy of the
reporting package described in paragraph (e) of this se¢tion for sach pass-
through entity when the schedule of findings and guestioned costs discliosed
audir findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is nct required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this s=ction,
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part
(including the period covered by the audit and the name, amount, and CFDA
number of the Federal award(s} provided by the pass-through entity); the
schedule of findings and guestioned costs discloged no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of pricr audit findings did not report on the status of any
audit findings relating to the Federal award({s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting packages desciribed
in paragraph (e) of this section to a pass-through sntity to comply with this
notification reguirement.

(£) Requests for report copies. In response ©o reguests by a Federal

agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c¢) of this section and, if
requested, a copy of any management letters issued by the auditor.

{g) Report retemtion requirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and cne
copy of the reporting package described in paragraph (¢) of this section on
file for three years from the date of submission to the Federal clearinghouse
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acoulrdance wich parag*apn (d)\z, of chis section and § . Z2Z5({c) (3) ic
app:lcabie Pederal awarding agencies, malntalD & Gata base of compLeLao
audite, provide appropriate information to Federal sgencies, and foilow up
witL jniown: auditees which have not submicted the reguired date collection
formg and reportling packages.

(1} Clearinaghouse addresg. The address of the Federzl ciearinghouse
currently designated by OME ig Federal Audit Clearinghouse, Bureau of the
Zensus, 1201 E. 1i0th Street, Jeffersonvilile, IN 471322.

{9 Elecironic filing. Kothing in this part shall preclude electronic
submigsions to the Federal clearinghouse in such manner as may be approved by
OME. With OMB approval, the Federal clearinghouse may pilot test methods of
electronic submissions.

Subpart D--Federzl Agencieg and Pass-Through Entities
5 .400 Responsibilities.

(a) Cognizant aaency for audit responsibiliries. Recipients expending
more than $25 million (£50 millicn for fiscal vears ending after December 31,
2003) a vear in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall be cthe Federal awarding agency
that provides 1'he predom:i.nr:m‘r amount of direct funding to & recipient unless
OMB makes a specific cognilzant agency for audit assignment.

Following is effective for fiscal years ending on or before December 31, 2003:
To provide for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and every fifth year
thersafter. For example, audit cognizance for periods ending in 1957 through
2000 will pe 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
reguiremencs of this paragraph are not effective until fiscal years beginning
after June 20, 2000.)}

Following is effective for fiscal years ending afrer December 31, 2003:

The determination of the predominant amount of direct funding shall be based
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 2014, and every fifth year thereafter. For example, audit
cognizance for pericds ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004. {However, for 2001 through 2005, the
cognizant agency for audit is determined based on the predominant amount of
direct Federazl awards expended inm the recipient's fiscal year ending in 2000).

Notwithstanding the manner inm which audit cognizance is determined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
ancther Federal awarding agency which provides substantial direct funding and
agrees %o be the cognizant agency for audit. Within 30 days after any
reassignment, both the old and the new cognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and

auditors.

{2} Congider auditee reguests for extensions to the report
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(3 Obtain or conduct guality control reviews of selected
avd:zs made by non-Federal auditors, and provide the resulos, when
appropriate, to osther interssted crganizations.

(41 Promptly inform other affected Federal agencies and
appropriate Federal law enforcement officials of any direct reporting by the
audizae or its auditor of irregularities or illegal acts, as requirsd by GRAGAS
or laws ang regulacions.

{5) Advise the auditor and, where appropriate, the auditee oI
any deficiencies found in the audits when the deficiencies require corrective
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor te take corrective action. If corrective action is not
takan, the cognizant agsncy for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make rszcommendations for follow-up action. Major inadequacies or
repetitive substandard performance by auditors shall bs referred to
appropriate State licensing agencies and professional bodies for disciplinary
action.

(6) Cocrdinate, to the extent practical, audits or raviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additicnal audifts or reviews build upon
audits periormed in accordance with this part.

(7} Coordinate a management decision for audit findings that
affect the Federal programg of more chan one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achisve the most cost-effective audit.

(8} For biennial audits permitted under § .220, consider
auditee requests to qualify as a low-risk auditee under § .530(a) .
{b) Oversiqght agency for audit responsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
§ .105. The oversight agency for audit:

(1} Shall provide technical advice to auditees and auditors as
reguested,

{(2) May assume all or some of the responsibilities normally
performed by a cognizant agency for audit.

{c) Federal awerding agengy respongjbilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1} Identify Federal awards made by informing each recipilent
cf the CFDA title and number, award name and number, award vear, and if the
award iz 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 reguirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreenents.

(33 Ensure that audits are completed and reports are received
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) Issue a management deciglon on audit
Mon. e aiter rece.pt of the zudit report and ensure that
appropriats and ltimely correclive BCTiIOon,

e Lzgign & person responsicle for providing annuzl updates
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idi Page-through entizv re
pericrm the following for the Fede

sponsibilities. A pass-through entity shall
ral awards it makes:

(1 Identify Federal awards made by informing each
subrecipient of CFDR tirle and number, award name and number, award year, 1f
the award i1s R&l, and name of Federzl agency. When some of this information
iz not availakle, the pass-through entity sghall provide the best information
avaliable to describe the Faderal award.

(2} Advise subrecipients of reguirements imposed on them by
Federal laws, regulations, and the provisions cf contracts or grant agreements
as well as any supplemental reguirements imposed by the pass-through entity.

(3} Monitor the activities of subrecipients as necessary to
ensure chat Federal awards are used for authorized purpcosss 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 wet the audit reguirements of this part
for that fiscal vear.

(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} Reguire each subrecipilent to permit the pass-through
entity and auditors to have access to the records and financizl statements as
necessary for the pass-through entity to comply with this part.

§ L4058 Management decision.
{a) General. The management decision shall clearly state whether or

not the audit finding is sustained, the reasons for the decisicn., 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. Pricr to issuing the management
decision, the Federal agency or pass-through entity may regquest

additional information or documentation from the auditee, 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.

{) Federal zgency. As provided in § .406{(a) (7), the cognizant
agenuy for audit shall be responsible for coordlnatlng a management decision
for audit findings that affect the programs of more than one Federal agency.
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)} (3), a Fede:
decision feor Zind:
hlvernate arrar
£ among The Federzl
T entity. As provided in § .400(d) {3}, the pass-
through entity shall be responsible for making the managemsnt decision for
audit findings tnat relate to Federal awards it makes o subrecipisnts.

[N Time recguirements. The eatity responsible for making the
managemsnt decision shall do so wizthin six months of receipt of the audit
report. {Corrective action shouid be initiated within six months after rzcsipt
of the audit report and proceed as rapidly as possible.

e) Reference numbers. Management decisions shall include the

{
afarence numbers cthe auditor assigned to sach auvdit finding in accordance
with § .5l0(c) .

Subpart E--Auditors

§ .500 Scope of audit.
(a) General. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operations of the audicee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersd Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Fedsral entity.
The financial statements and schedule of expenditures of Federal awards shall
be for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

() Internal control. (1) In addition to the regquirements of GAGARS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low
asgessed level of control risk for major programs.

(2) Except asg provided in paragraph (c) (3} of this section,
the auditor shall:

(1) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

{ii) Perform testing of internal control as planned in
paragraph (e} (2) (1) of this section.

(3) When internal control over some or all of the compliance
reguirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (e)(2) of this section are not regquired for those compliance
reguirements., However, the auvditeor shall report a reportable condition
{including whether any such condition is a material weakness) in accordance
with § __.510, assess the related control risk at the wazimum, and consider
whether additional compliance tests are reguired because of ineffective
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2 The principal compllance reguiremsents
Federzl programs and the compliance reguirement
programs are inciuced in the compliance supplen

(3} For the compliznce reqguirements relarted to Federal
programs contained in the compliance supplement, an audit of these compliance
reguirements will meet the reguirements of this par:t. Where there have been

changes to the compliance reguirements 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 zuditor should use the
types of compliance reguirements contained in the compliance supplement as
guidance for identifying the types of compliance reguirements to test, and
derermine the reguirements governing the Federal pregram by reviewing the
provisicns of contracts and grant agreements and the lawes and regulations
referred to in such contracts and grant agreements.

14} 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
§5__ .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 pricr 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 yvear.

(£) Data Collection Form. 2Zs reguired in § .3220(b) (3), the auditor
shall complete and sign specified sections of the data collection form.

g .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) An opinion {or disclaimer of opimion) as to whether the financial
statements are presented fairly in all material respects in conformity with
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 taken ag a whole.

(I} 2 report cn 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 guestioned costs described in paragraph
(d) of this section.

{c) 2 report on compliance with laws, regulations, and the provisions
of contracts or grant agreements, noncompliance with which could have a
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or he financigl stetaments. This repory shall alsc inciuls
disclaiwmer of opinlon: as Lo wneiner the audites compliied w
qu.ations, and the provisicons of contracts or grant agreements wnlioh
irecr and material effiect on sach major program, and, where
2r —o the separate schedule of findings and guestioned costs
in paragraph (d) of this section.
(d} 2 schedule of findings and guestioned cosis which shall include

wne Zollowing three components:

1) A summary of the auditor's results which shall include:

(i} The type of report the auditor issued on the
financial statements of the auditee (i.e., ungualified cpinion, qualified
opinion, adverse opinicn, or disclaimer of opinicni;

(11} Where applicable, a statement that reportable
conditions in internal control were disclosed by the audic of the financial
statements and whether any such conditions were material weaknesses;

(iii} B statement as to whether the audit disclossd any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that reportable
conditions in internal contrel over major programs were disclosad by the audit
and whether any such conditions were material weaknesses;

{v) The type of report the auditor issued on compllance
for major programs {i.e., ungualified opinion, gqualified opinion, adverse
opinion, or disclaimer of opinion);

{vi) A statement as to whether the audit disclosed any
audit £indings which the auditor is required tec report under § L5100 (&) ;
{(vii) An identification of major programs;

(viii)The dollar threshold used to distinguish betweszn

Type A and Type B programs, as described in § .520(b); and
{ix) & statement as to whether the auditee gualified as
a low-risk auditee under § .530.
(23 Findings relating to the financial statements which are

reguired to be reported in accordance with GRGAS.

(3) Findings and guestioned costs for Federal awards which
shall include audit findings asg defined in § .510{a).
(i) Audit findings (e.g., internal control findings,

compliance findings, duestioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

{(ii) Audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d) (2} and (d) {3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference to a detailed reporting in the other secticn of
the schedule,

§ .510 audit findings.
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shal. repor:

USSTIONE: 2058

i Internal me;or
wnether a o
purpose of reportin
compliance regulrement f¢
che compilance supplement.
which are indiwvidually or cumu

fzl Matsrial noncompiliance with the provisions of lawg,
regulationg, contracts, or grant agreements related tc & major program. The
aucitor's aetermination of whether & noncompliance with the provisions of

iaws, regulations, contracts, oY grant agreements is wmaterial for the purpose
of reporting an audit finding Zs in relation to a type of compliance
regquirement for a mazjor program or an audit objective identifisd in the
compliliance supplement.

{33 ¥nown guesticned costs which are greater than 210,000 for
a type of compliance reguirement for a major program. Known guestioned costs
are those specifically identified by the auditcr. In evaluating the effect of
gusstioned costs on the opinion on compliance, the auditor considers the best
estimate of total costs questioned (likely guestioned costs), not just the
guestioned costs specifically jdentified (known questioned costs). The
auditor shall also report known questicned costs wh=n likely guestioned costs
are greater than $£10,000 for a type of compliance requirement for a major
program. In reporting guestioned costs, the auditor shall include information
to provide proper perspective for judging the prevalence and consequences of
the guestioned costs.

(4) Known guestioned costs which are greater than $10,000 for
& Federal program which is not audited as a major program. Except for audit
follow-up, the auditor i1s not reguired under this part to perform audit
procedures for such a Federal program; therefore, the auditor will normally
not find gquestioned costs for a pregram which is not audited as a major
program. However, if the auditor does become aware of gquestioned 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 gquestioned 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 ungualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and guestioned costs for Federal awards.

() Known fraud affecting a Federal award, unless such fraud
is otherwise reported as an audit finding in the schedule of findings and
questicned costs for Federal awards. This paragraph does not reguire the
auditor to make an additional reporting when the auditor confirms that the
frand was reported outside of the suditor's reports under the direct reporting
requirements of GAGAS.

{7} ingtances where the results of audit follow-~up procedures
disclosed that the summary schedule of prior audit findings prepared by the
auditee 1n accordance with § .315(b} materially misrepresents the status of

any prior audit finding.

{b) Audit finding detzil. Audit findings shall be presented in
sufficient detail for the auditee to prepare a corrective action plan and take
corrective action and for Federal agencies and pass-through entities tc arrive
at & management decision. The following specific information shall be
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{1} Fedzral program and specific Federal award identification
ncluding The CFDR Citle and number, Faderal award number and vyesar, name of
Federal ageney, and name of che applicable pass-zhrough snticy. When
information, such as the TFDA titlie and number or Federal award number, 15 7ot
available, the auditor shall provide the best information available to
describe t¢he Faderal award.

(2} The criteria or specific reguirsment upon which the audit
finding is based, including statutory, regulatory, or other citation.
(33 The condition found, including facts that support the

deficiency identified in the audit finding.

{4) Identification of guestioned costs and how they weare
computed.

=3 Information to provide proper perspective for judging the
prevalence and conseguences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall bé related to the universe and the
number of cases examined and be guantified in terms of dollar wvalue.

(63 The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective actiom.

(7% Recommendations to prevent future occcurrences of the
deficiency identified in the audit f£inding.

(8) Views of responsible officials of the auvditee when there
18 disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and guestioned cogts shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§___.515 audit working papers.

{a) Retention of working papers. The auditcor shall retain working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to the zuditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit £finding for guidance prior teo destruction of the working papers and
reports.

{(b) Access to working papsrs. Audit working papers shall be made
available upon requesgt to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of FPederal
agencies to obtain copies of working papers, as is reascnable and necessary.
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g LE2E Maior program determinatlion.

c Gensrel . Thie auclior Sna.l use & r.si-bassd approach o de
whinh Federal programs a&re mejor programs. This risk-tased approach shall
inc.ade considerarlon of :  Current and pricr audit experience, oversignt by
Feas: L agencies and pass-through entities, andé tne inherent risk of cChe
Fedsra. program. The process in paragraphs {(b) thnrough (i) of this secticn

sha.l be followed.

g ey Ctey 1 ‘i1 The auditor shzll igentifv the larger Federal
programe, which shall be labeled Type B programs. Type E programs are defned
as Federal programe with Federal awards expended during the audit period

eyceeding the larger of

(i} $300,006 or three percent {.03) of total Federsl
awards expended in the case of an auditee for which total Federal awards
expended egual or excesed $300,000 but are less than or egual to $100 million.

{i1) £3 million or three-tenths of one percent (.002) of
totzl Federal awards expended in the case of an auditee for which total
Federzal awards expended exceed $100 million but are less than or egual to $10
billion.

{111} $30 miilion or 1t hundredths of one percent (.001%)
of total Federzl awards expended in the case of an audites for which total
Federal awards expended exceed $10 billionm.

(2} Federal programs not labeled Type A under paragraph (b) (1)
of thig sgection shall be labeled Type B programs.

(3} The inclusion of large loan and loan guarantees (lcoans)
should notr result in the exclusion of other programs as Type B programs. When
s Federal program providing loans significantly affects the number or size of
Type & programs, the auditor shall consider this Federal program as a Type A
program and exclude its values in determining other Type A programs.

(4} For biennizl sudits permitted under § .220, the
determination of Type 2 and Type B programs shall be based upon the Federal
awards expanded during the two-year perioed.

{c) Step 2. (1) The zuditor shall identify Type A& programs which are
low-risk. For a Type B program to be considered low-risk, it shall have been
audited as a major program in at least one of the two most recent audit
periods (in the most recent audit period in the case of a biennial audit],
and, in the most recent audit period, it shall have had no audit findings

under § .510{a). However, the auditor may use judgment and consider that
audit findings from guestioned costs under §__ .510(a) (3) and § .510(a) (4),
Eraud under § .510(a) (6), and audit follow-up for the summary “schedule of
prior audit fiﬁﬁings under § _ .510{a) (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria in §__ .525({¢),
§ .525(d} (1), § .525(d) (2), and § .525(d) {3); the results of audit

follow up; whether a any changes in personnel or systems affecting a Type &
program have significantly increased risk; and apply prefessional judgment in
determining whether a Type A program is low-Tisk.

{2} Notwithstanding paragraph (c) (1) of this secticn, OMB may
approve a Federal awarding agency's reguest that a Type A program at certain
recipients may not be considered leow-risk. For example, it may be necessary
for 2 large Type A program to be audited as major each year at particular
recipients to allow the Federal agency to comply with the Government
Management Reform Act of 19%%4 (31 U.S.C. 3515). The Federal agency shall
notify the recipient and, if known, the auditer at least 180 days prior to the
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idy Step 3. ‘i The audlior shall sdentify Type B programs which are
n3gh-risk using professicnal judgment and the cricteria in §___ .525, Howsver,
snould the auditor selezt Option 2 unde tep 4 i{paragraph Te) (2) (1) (B) of
trnils GECL4OD,, the audizor 1s not required o identify morz high-risk Type B
programs than che number of low-rigk Tvpe 2 programs. Bxespt Ior known
reportable ﬁoﬁdl ions In intezrnal control or compliance problems as discussed
in § .525 (b} (1), § .525(k) (2), and §___.325(ec) {1}, a single criteria in
§447.525 would seiaom zause a Type B program to bes considered high-risk.

(2} The auditor is not expected to perform risk assessments op

relatively swall Federal programg. Therefore, the auditor is only reguired to

periorm risk assessments on Type B programs that exceed the larger of:

(1} $100, 000 or three-ctenths of one percent (,003) of
total Faderal awards expended when the auditee has less than or sgual to 5100
million in total Federal awards expended,

{ii) SBDO,dOO or three-hundredths of one percent (.0003)
of total Federal awards expended when the auditee has more than 5100 million
in total Federal awards expended.

{e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) A1l Type A programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph (c) (1) of this
s=ction) .

2y (i) High-risk Type B programs as identified under
either of che following two options:

(A} Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this s=sction),
except this paragraph (e) {2} (i) (A) does not require the auditor te audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B) Option 2. One high-risk Type B program for
zach Type A program identified as low-risk under Step 2.

{ii} When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph {(e) (2) (1) (&) or (B},
the auditor is encouraged to use an approach which provides an cpportunity for
different high-risk Type B programs to be audited as major over a period of
time.

(3) Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£f) of this
section. This paragraph (e) {3) may reguire the auditor teo audit more programs
as major than the number of Type A programs.

(£) Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §___.530 for a low-risk auditee, the auditor
need cnly audit ag major programs Federal programs with Federal awards
expendsad that, in the aggregate, encompass at least 25 percent of total
Federal awards eXpended.

{(z) Documentation of risk. The auditor shall document in the working
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LEpErE LhE riek analwvsls procegs used Lk sxilring meiur programns.
oy Eudicor's Suggment .  Whnen The MEJICT RIOYIAl AslelMilal.oon wWiE
performed and documented in accoerdancs with this pert, the suditor's judgmsnt
oplving the r:sk-based approach o QeleXinine malior DPrograms sh e
orrect Chall £ by Feagersl agencies and pass-through is
© be for clearly improper use of the guldance in this par
cies and pass-througr entitles may provide auditors gu
& particuleay Federal program and the auditor shall cor
guidance Ln delernining mejor programs Ln audlis not yeb complened
1 Deviation from use of risk criterim. For first-year audits, the

andizor may elect to determine maior programs as zll Tyvpe A programs plus any
Type B programs as necessary bLo meet the percentage of goverage ruie discussed
in paragraph (f) of this section. Under this option, the auditor would not be
required to perform the procedures discussed in paragraphs (c), (d), and {e)
of this sectilon. .

(1) A first-year audit is the first year the entity Iis audited
under this part or the first year of z change of auditors.

{2) To ensure that a freguent change of auditors would not
preclude audit of high-risk Type B programs, this election for first-year
audits may not be used by an auditee more than once in every three years.

§_ .B2Z5 Criteria for Federal program risk.

{a) General. The auditor's determination should be based on an
cverall 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}, (¢}, and {(d) of this
section, to identify risk in Federal programs. \Iso, as part cof the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the Federal agency or pass-through entity.

(b) Current and pricor audit experience. {1) Wesknesses 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 adnerence to applicable laws and
regulations and the provisiong of contracts and grant agreements and the
competence and experience of personnel whe administer the Pederal programs.

(i) A Federal program administered under multiplie
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shall consider whether weaknesses are isclated
in a single cperating unit {(e.g., cne college campus) or pervasive throughout
the entity,

{(ii) When significant parts of a Federal program are
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 compliexity of that processing,
should be considered by the auditor in assessing risk. New and recently
modified computer systems may alsc indicate risk.

(23 Prior audit findings would indicate higher risk,
particularly when the situations identified in the audit findings ccould have a
significant impact on a Federal program or have not been corrected.

{(3) Federal programs not recently audited as major programs

Lad
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progyams rzoentiv o audited as wmator programg

Rep Oversicht sxercisesd pv Federal agencies and Dass»*n*ouqn entitries .
il Oversight exercised Dy Fadaral agencies Or pass- Lnrsugh enTities couid
indlicate risk. For exanplie, recent monitoring or other reviaws performed by
an aversignt entity which discleosed no significant problems wouid indicare
iower risk. However, monitoring wihich discleosed significant problems would
indicate higher risk.

(2} Federal agencises, with the concurrence of OMB, may
deu;;fy Federal programs which are higher risk. OMB plans to provide this
identifi atiOn in the compliance supplement.

(d} Inherent risk of the Federal program. (1) The nature of a

Federal program may indicate risk. Congideration should be given to the
complexity of the program and the extent to which the Federal program
contracts for goods and services. FPFor example, Federal programs chat disburse
funds chrough third party coutracts or have eligibility criteria may bz of
higher risgsk. Federal programs primarily involwving staff payroll costs may
have a high-risk for time and =2ffort reporting, but otherwise be at low-risk.

(27 The phase of a Federal program in its life cycle at the
Fagderal agency may indicate risk. For example, a new Federal program with new
or Interim regulations may have higher risk than an established program with
time-teste2d regulations. BAlsco, significant changes in Federzl programs, laws,
regulations, or cthe provisions of contracts or grant agreements may increase
risk.

{(3) The phase of a Federazl program in its life cycle at the
auditee may indicate rigk. For example, during the first and last years that
an auditee participates in a Federzl program, the risk may be higher due to
start-up or closeout cf program activities and staff.

{4} Type B programs with larger Federal awards sxpended would
be of higher rigk than programs with substantially smaller Federal awards
evpended .

§ .330 Criteria for a low-rizk auditee.

in auditee which meets all of the fecllowing conditions for each of the
preceding two vears (or, in the case of biennial audits, preceding twe audit
periods) shall gualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with §__ .520:

(a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as & low-risk auditee, unless agreed to in advance by the
cognizant or oversight adency for audit.

(b) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards weare ungualified. However, the
cognizant or oversight agency for audit may judge that an opinion
gualification does not affect the management of Federal awards and provide a
walver.

(c) There were ne deficiencieg in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide

a walver.
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Noncompliance with the provisions of laws,

agreements wonlzhk have @ materies. effsct on

21 own or likely guestioned costs that sxoeed five percent
of the toral Federal awards sxpenaed for z Type 2 program during the vear.
Collection Form (Form SF-SAC)

Appendix & to Part - Data
er finalized)]

{insert SF-sSaC aft

kppendix B to Part - Circular A-123 Compliance Supplement
Note: Provisional OME Circular 2-133 Compliance Suppleme=nt ies availlable
from the Office of Administration, Publications Office, rcom ZZ00G, HNew

Executive Cffice Building, Washington, DC 20502
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ATTACHMENT “F”



Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered as of October 1

2008 by and between Catholic Charities of Los Angeles, Inc. a nonpr

[corporation, partnership, dba), whose business address is: 1331 James M. Wood Blvd.

Los Angeles, CA 90015 (hereinafter referred to as “Business Associate”),

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”). '
WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and ‘

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2, OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmiul
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy ruie.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected heaith information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure wouid not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached. '

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)}(2)(i)(B).

Business Associate may -use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify

Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information io the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION,

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section. '

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the
Secretary.

c. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected heaith

information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business

Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroymg the

protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasibie, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.

—
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10.

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including aftorney’'s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. |If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled fo its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals. ,

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W,

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

December 30 2008

(Name of Business Associate) catholic Charities of

Los Angeles, Inc.
a nonprofit corporation

(corporation, partnership, individual)

Title: Executive Director

December 30 2008 ' By: —::> ’;;;7(//’ﬂ

(person Iegaily allowed to bind organization)

Title; President, Board of Trustees

CITY OF LONG BEACH, a municipal corporation

| ) ) P
Z- 2009 By: ﬂ"\‘ slant Clty Manager

CityManager or designee A
& 1] :f(_; ‘(: e s g3 "“J!&m i
ﬂ'&g ) ,&_.Lv; &ﬂi 03
Qé ~ LAY Giﬂn:ma,,
day of

The fore%ent is herelfy approved as to form this
¢

ROBERT E. SHANNON,

City Attorney or de% /f
By: /

Deputy
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ATTACHMENT “G”



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set cut below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

. The recipient of Federal assistance funds shall provide immediate written notice to the

person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

” ou | n W
H)

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered fransaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presentlty debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: _Catholic Charities of Los Angeles, INc.

Name and Title of Authorized Representative: Rev. Monsignor Gregory A. Cox, Executive Director

%f%? // Z}é 12/30/08
y VARV 7

Signature Date
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ATTACHMENT "H”



CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contracter to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting fo influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL "Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penaity of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: Catholic Charities of Los Angeles, Inc.

Namy/ﬁtle of Authorized Representative: Rev. Monsignor Gregory A. Cox, Executive Director

sém-ﬂ, /é 12/30/08
/ ~

Signature’”

Date
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