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SHELTER PLUS CARE CONT

32660
THIS SHELTER PLUS CARE CONTRACT this Contract is made and

entered into in duplicate as of May 7 2012 for reference purposes only pursuant to a

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

August 9 2011 by and between UNITED STATES VETERANS INITIATIVE a California

nonprofit corporation Organization with offices located at 2001 River Avenue Long

Beach California 90810 and the CITY OF LONG BEACH a municipal corporation

City

WHEREAS the City received Grant No CA0647C9D061104 the Grant

from the US Department of Housing and Urban Development HUD Shelter Plus Care

Program the Grant Agreement and

WHEREAS the City and Organization desire to complete the work required

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

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

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

and program accountability by the City and

NOW THEREFORE in consideration of the terms and conditions

contained herein the parties agree as follows

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

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

II the Grant

Section 2

A Organization shall perform or cause to be performed work in

accordance with the terms of the Grant Agreement Attachment A entitled

Scope of Work Attachment B entitled Compliance with Federal Regulations

Attachment C entitled Office of Management and Budget OMB Circular A

28 I 110 Attachment D entitled OMB Circular A 122 Attachment E entitled
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OMB Circular A133 Attachment F entitled Health Information in Compliance

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

the Health Information Technology for Economic and Clinical Health Act

HITECH Act Business Associate Agreement Attachment G entitled

Certification Regarding Debarment Attachment H entitled Certification

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

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

been separately provided to Organization and are incorporated by this reference

B Organization shall be responsible for adherence to all

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

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

City of Long Beach Grants Monitoring Guidelines this Contract the Grant

Agreement the Request for Proposal RFP and Organizationsproposal in

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

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

CFR Part 582

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

March 1 2012 and unless sooner terminated as provided herein shall terminate at

1159 pm on August 31 2013

Section 4

A Organization shall affirmatively and aggressively use its best

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

available to continue the services identified in this Contract

B Total rental assistance and supportive services to be

provided under this Contract shall not exceed Three Hundred ThirtyNine

Thousand Five Hundred Two Dollars 339502 in Grant funds over the term of

this Contract The Citys obligation herein is contingent upon the Citys receipt of

Grant funds from HUD

LTbgAl201095
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C No later than thirty 30 days after the completion of each

twelvemonth period Operational Year during the term of this Contract

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

officers or by its Executive Director

Section 5

A Organizations 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 Organizationsrecords 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 Organizations normal business hours to include announced and

unannounced site visits during the term of the Contract and thereafter If

examination of these financial and other records by the City or HUD reveals that

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

conditions stated in this Contract then Organization covenants agrees to and

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

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

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

Contract and pursue appropriate legal action to collect the funds Alternatively

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

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

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

improperly used

B In addition Organization shall provide any information that

the City Auditor and other City representatives require in order to monitor and

evaluate Organizationsperformance hereunder The City reserves the right to

review and request copies of all documentation related directly or indirectly to
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the program funded by this Contract including by way of example but not limited

to case files program files policies and procedures Organization shall provide

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

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

longer period of time is otherwise expressly stated by the representative

C Organization shall comply with HUDs Homeless

Management Information System HIMIS requirements and ensure full

participation in the Citys HMIS Organizations that provide domestic violence

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

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

reporting requirements

D If Organization spends Five Hundred Thousand Dollars

500000 or more in Federal funds in an Operational Year then Organization

shall submit an audit report to the City in accordance with OMB Circular A133

no later than thirty 30 days after receipt of the audit report from Organizations

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

whichever is earlier If Organization spends less than Five Hundred Thousand

Dollars 500000 in Federal grant funds in an Operational Year submission of

the audited financial statement is required

Section 6

A In the performance of this Contract Organization shall not

discriminate against any employee applicant for employment or service or

subcontractor because of race color religion national origin sex sexual

orientation gender identity AIDS HIV Status condition age disability or

handicap Organization shall take affirmative action to assure that applicants are

employed or served and that employees and applicants are treated during

employment or services without regard to these categories Such action shall

include but not be limited to the following employment upgrading demotion or

LTbg Al201095
LAppsCtyLaw32 WPDocs D021P015 00322241 DOC



1

2

3

4

5

6

7

8

9

10

11
o

W i
W

12

0 lot

co 13

z 0
W0m 14

15
U N

Ow0co
wF 6 16
Uao
Umw
oe 17

co

18

19

20

21

22

23

24

25

26

27

28

transfer recruitment or recruitment advertising layoff or termination rates of pay

or other forms of compensation and selection for training including

apprenticeship

B Organization shall permit access by the City or any other

agency of the County State or Federal governments to Organizationsrecords of

employment employment advertisements application forms andother 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 Organizationsobligations to and authority from the City are

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

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

agents volunteers subscribers members officers or employees are in any

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

any authority to bind the City for any purpose

B Organization acknowledges and agrees that a the City will

not withhold taxes of any kind from Organizationscompensation b the City will

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

Organizationsbehalf and c the City will not provide and Organization and

Organizationsemployees 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 Organizationsemployees Organization shall not delegate its duties or

11 assign its rights under this Contract or any interest in it or any portion of it without the

11 prior written consent of the City Any attempted assignment or delegation shall be void

and any assignee or delegate shall acquire no right or interest by reason of the attempted
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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 attorneysfees 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 Organizationscontrol collectively Indemnitor

breach of this Contract by Organization misrepresentation or willful misconduct by

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

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

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

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

shall notify the City of any Claim within ten 10 days Likewise the City shall notify

Organization of any Claim shall tender the defense of the Claim to Organization and

shall assist Organization as may be reasonably requested in such defense

Section 10

A Organization shall procure and maintain at Organizations

expense for the duration of this Contract the following insurance and bond

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

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

agents representatives employees volunteers or subcontractors

1 Commercial general liability insurance equivalent in

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

less than One Million Dollars1000000 per occurrence and Two Million

Dollars2000000 general aggregate Such coverage shall include but

not be limited to broad form contractual liability cross liability independent

28 11 contractors liability and products and completed operations liability The
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City its Boards and Commission and their officials employees and agents

shall be named as additional insureds by endorsement on the Citys

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

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

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

and Commission and their officials employees and agents

2 Workers Compensation insurance as required by the

California Labor Code

3 Employersliability insurance in an amount not less than

One Million Dollars1000000 per claim

4 Professional liability or errors and omissions insurance in

an amount not less than One Million Dollars1000000 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 500000

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 TwentyFive Thousand Dollars 25000 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

OrganizationsCommercial General Liability insurance shall not exclude coverage for

11 abuse and molestation If Organization is unable to provide abuse and molestation

11 coverage it can request a waiver of this coverage from the City The Citys Risk Manager

will consider waiving the requirement if Organization can demonstrate to the satisfaction

of the Citys Risk Manager that Organization has no exposure that the coverage is
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unavailable or that the coverage is unaffordable If a request for a waiver is desired

Organization must submit a signed document on Organizationsletterhead to the Director

of the Citys Department of Health and Human Services who will forward it to the Citys

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 CitysRisk Manager or

hisher designee and shall protect the City its Boards and Commission and their

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

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

retention or deductible provisions Each insurance policy shall be endorsed to

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

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

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

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

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

insured

C Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the CitysRisk Manager or hisher designee

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

Organization shall deliver to the City certificates of insurance and required

endorsements for approval as to sufficiency and form The certificate and

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

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

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

furnish to the City certificates of insurance and endorsements evidencing

LTbgAl201095
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renewal of the insurance The City reserves the right to require complete

certified copies of all policies of Organization and Organizationscontractors and

subcontractors at any time Organization shall make available to the CitysRisk

Manager or hisher designee during normal business hours all books records

and other information relating to the insurance coverage required herein

E Any modification or waiver of these insurance requirements

shall only be made with the approval of the Citys Risk Manager or hisher

designee Not more frequently than once a year the Citys Risk Manager or

hisher designee may require that Organization Organizationscontractors and

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

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

F The procuring or existence of insurance shall not be

construed or deemed as a limitation on liability relating to Organizations

performance or as full performance of or compliance with the indemnification

provisions of this Contract

Section 11

A Organization shall provide reports as required by the City

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

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

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

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

11Cbelow Organization shall not

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

religious or denominational institution or organization or an organization

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

connection with a religious or denominational institution or organization

2 In connection with costs of services hereunder engage

in the following conduct

LTbgAl2 01095
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a discriminate against any employee or applicant

for employment on the basis of religion

b discriminate against any person seeking housing

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

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

religion

c provide religious instruction or counseling

conduct religious worship or services engage in religious

proselytizing or exert other religious influence in the provision of

services or the use of facilities and furnishings

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

whole or in part under this Contract or in which services are provided that
are assisted under this Contract contain sectarian religious symbols or

decorations

C Organizations that are religious or faithbased are eligible

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

Care program However an organization that participates in a HUD funded

program shall comply with the following provisions if it is deemed to be a
religious or faithbased organization

1 Organization may not engage in inherently religious

activities such as worship religious instruction or proselytization as part of

the programs or services funded under this Contract

If Organization conducts such activities the activities must be

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

under this Contract and participation must be voluntary for the beneficiaries

of the HUD funded programs or services

2 A religious or faithbased organization will retain its

independence from Federal State and local governments and may
10
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continue to carry out its mission including the definition practice and

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

funds to support any inherently religious activities such as worship

religious instruction or proselytization

A religious or faithbased organization may use space in their

facilities to provide HUD funded services without removing religious art

icons scriptures or other religious symbols

A religious or faithbased organization retains its authority

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

organizationsname select its board members on a religious basis and

include religious references in its organizationsmission statements and

other governing documents

3 A religious or faithbased organization shall not in

providing program assistance discriminate against a program beneficiary or

prospective program beneficiary on the basis of religion or religious belief

4 HUD funds may not be used for the acquisition

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities

HUD funds may be used for the acquisition construction or

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

for conducting eligible activities under this Section Where a structure is

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

exceed the cost of those portions of the acquisition construction or

rehabilitation that are attributable to eligible activities in accordance with the

cost accounting requirements applicable to HUD funds herein Sanctuaries

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

its principal place of worship however are ineligible for HUD funded

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

governmentwide regulations governing real property dispositions
D Organization certifies that it will comply with all documents

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

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

promulgated by HUD

E Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment G

F Organization shall execute a Certification Regarding

Lobbying in the form shown on Attachment H

Section 12 Organization certifies that it has established a Drug Free

Awareness Program in compliance with Government Code Section 8355 that it has

given a copy of said Program to each employee who performs services hereunder that

compliance with the Program is a condition of employment and that it has published a
statement notifying employees that unlawful manufacture distribution dispensation

possession or use of a controlled substance is prohibited and action will be taken for
violation

Section 13 The City shall facilitate the submission of all reports required

by HUD based on information submitted by Organization to the City The City shall act
as the primary contact for Organization to HUD for services provided under this Contract

The City shall facilitate directly to HUD the submission of any information related to all
financial and programmatic matters in this Contract including but not limited to

reimbursements of grant funds requests for changes to Organizationsbudget and

requests for changes to Organizationsapplication for grant funds
Section 14 All notices given under this Contract shall be in writing and

personally delivered or deposited in the US Postal Service certified mail return receipt

requested to the City at 2525 Grand Avenue Long Beach California 90815 Attn
28 11 Homeless Services Officer and to Organization at the address first stated above Notice

LTbgAl201095
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shall be deemed given on the date personal delivery is made or the date shown on the

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

same manner as stated for other notices

Section 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

hisher designee in connection with this Contract shall be final

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

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

party If either party terminates this Contract all funds held by Organization under this

Contract which have not been spent on the date of termination shall be returned to the

City

Section 17 This Contract including all exhibits and attachments hereto

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

oral or written with respect to the subject matter herein
Section 18 This Contract shall not be amended nor any provision or

breach hereof waived except in writing by the parties that expressly refers to this

Contract

Section 19 The acceptance of any service or payment of any money by

he City shall not operate as a waiver of any provision of this Contract or of any right to

lamages or indemnity stated herein The waiver of any breach of this Contract shall not

onstitute a waiver of any other or subsequent breach of this Contract

Section 20 This Contract shall be governed by and construed pursuant to

the laws of the State of California without regard to conflicts of law principles

Section 21 In the event of any conflict or ambiguity between this Contract

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

formalities required by law as of the date first stated above

2012

2012

6 2012

UNITED STATES VETERANS

INITIATIVE a California nonprofit
corporation

1
Tit

1 y

T pe or Print Name
By

Secretary

Type or Print Name

Organization

CITY OF LONG BEACH a municipal
corpora on
isistant City Manager

By
City Manager EXECUTED PURSI

TO SECTION 301

THE CITY CHAR
City

Approved as to form on 2012

ROBERT E SHANNO Attorney
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City of Long Beach Shelter Plus Care Program
2011 SPC

Scope of Work

United States Veterans Initiative

Agency SPC 9699

HUD Grant CA0647C9D061104 CLB Contract

Program Objective SPC 9699 is a merger of two SRA Shelter Plus Care projects for 32
disabled veterans located within the Villages at Cabrillo The clients served are homeless
veterans who suffer multiple and chronic disabilities that stand as significant barriers to self
sufficiency This project provides a stable living environment in which the population can
address these issues and achieve a level of stability that will allow them to reach their
highest level of functioning The Villages at Cabrillo provides for a therapeutic residential
community atmosphere with all stages of recovery represented on
site so that veterans feel a strong sense of comraderie and social support

OutcomesPerformance Measures

Universe Tar et Target

Persons remaining in permanent housing as

1
of the end of the operating year or exiting to 32 24 75
permanent housing subsidized or
unsubsidized during the operating year

Persons age 18 and older who maintained or

2
increased their total income from all 32 21 66
sources as of the end of the operating year
or program exit

3
Program Participants have increased in 32 3 9
educationvocational skills at exit

4 HMIS Data Quality Reduce Null data values 320 15 5

Note Universe number reflects project participant chart PIT
HMIS Universe number is established by multiplying the number of adult in families and singles and children as program
participants x 10 data elements for each client record
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EXHIBIT I

Codified Shelter Plus Care Program Regulation

24 CFR Ch V 4109 Edition

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

Subpart D Program Requirements
582300 General operation
582305 Housing quality standards rent

reasonableness
582310 Resident rent

582315 Occupancy agreements
582320 Termination of assistance to

participants
582325 Outreach activities

582330 Nondiscrimination and equal
opportunity requirements

582335 Displacement relocation and real
property acquisition

582340 Other Federal requirements
Subpart EAdministration

582400 Grant agreement
582405 Program changes
582410 Obligation and deobligation of funds

AUTHORITY 42 USC3535d and 11403
11407b

SOURCE 58 FR 13892 Mar 15 1993 unless
otherwise noted

Subpart AGeneral

PART 582 SHELTER PLUS CARE
Subpart AGeneral

Sec

5821 Purpose and scope
5825Definitions

Subpart B Assistance Provided

582100 Program component descriptions
582105 Rental assistance amounts and payments
582110 Matching requirements
582115 Limitations on assistance
582120 Consolidated plan

Subpart CApplication and Grant Award

582200 Application and grant award
582230 Environmental review

5821Purpose and scope
a General The Shelter Plus Care program

5C is authorized by title IV subtitle F of the
Stewart B McKinney Homeless Assistance Act
the McKinney Act 42 USC 11403 11407b
S C is designed to link rental assistance to
supportive services for hardtoserve homeless
persons with disabilities primarily those who
are seriously mentally ill have chronic problems
with alcohol drugs or both or have acquired
immunodeficiency syndrome AIDS and related
diseases and their families The program
provides grants to be used for rental assistance
for permanent housing for homeless persons
with disabilities Rental assistance grants must
be matched in the aggregate by supportive
services that are equal in value to the amount
of rental assistance and appropriate to the
needs of the population to be served Recipients
are chosen on a competitive basis nationwide
b Components Rental assistance is

provided through four components described in
552100 Applicants may apply for assistance

under any one of the four components or a
combination
r58 FR 13892 Mar 15 1993 as amended at 61 FR 51169 Sept 301996
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5525Definitions

The terms Fair Market Rent FMR HUD
Public Housing Agency PHA Indian Blousing
Authority IHA and Secretary are defined in 24
CFR part 5

As used in this part
Acquired immunodeficiency syndrome

AIDS and related diseases has the meaning
given in section 853 of the AIDS Housing
Opportunity Act 42 USC12902

Applicant has the meaning given in section
462 of the McKinney Act 42 USC11403g

Eligible person means a homeless person
with disabilities primarily persons who are
seriously mentally ill have chronic problems
with alcohol drugs or both or have AIDS and
related diseases and if also homeless the
family of such a person To be eligible for
assistance persons must be very low income
except that lowincome individuals may be
assisted under the SRO component in
accordance with 24 CFR 813105b

Homeless or homeless individual has the
meaning given in section 103 of the McKinney
Act 42 USC 11302

Indian tribe has the meaning given in
section 102 of the Housing and Community
Development Act of 1974 42 USC 5302

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

Nonprofit organization has the meaning
given in section 104 of the Cranston Gonzalez
National Affordable Housing Act 42 USC
12704 The term nonprofit organization also
includes a community mental health center
established as a public nonprofit organization

Participant means an eligible person who
has been selected to participate in SC

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

5825

1 A person shall be considered to have a
disability if such person has a physical mental
or emotional impairment which is expected to
be of longcontinued and indefinite duration
substantially impedes his or her ability to live
independently and is of such a nature that such
ability could be improved by more suitable
housing conditions

2 A person will also be considered to
have a disability if he or she has a
developmental disability which is a severe
chronic disability that
i Is attributable to a mental or physical

impairment or combination of mental and
physical impairments
ii Is manifested before the person attains

age 22
iii Is likely to continue indefinitely
iv Results in substantial functional

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

A Selfcare
B Receptive and expressive language
C Learning
D Mobility
E Selfdirection
F Capacity for independent living and
G Economic self sufficiency and
v Reflects the personsneed for a

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

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

participant
Recipient means an applicant approved to

receive a SFC grant
Seriously mentally ill has the meaning given

in section 462 of the McKinney Act 42 USC
I I403g

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

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

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

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

persons and
2 Provides appropriate services or assists

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

Unit of general local government has the
meaning given in section 102 of the Housing
and Community Development Act of 1974 42
USC5302

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

24 CFR Ch V 41 09 Edition

necessary because of unusually high or low
family incomes
61 FR 51169 Sept 30 1996 62 FR 13539 Mar 21 1997

Subpart BAssistance Provided

582100 Program component descriptions

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

b Projectbased rental assistance PRA
Projectbased rental assistance provides grants
for rental assistance to the owner of an existing
structure where the owner agrees to lease the
subsidized units to participants Participants do
not retain rental assistance if they move Rental
subsidies are provided to the owner for a period
of either five or ten years To qualify for ten
years of rental subsidies the owner must
complete at least 3000 of eligible
rehabilitation for each unit including the units
prorated share of wort to be accomplished on
common areas or systems to make the
structure decent safe and sanitary This
rehabilitation must be completed with in 12
months of the grant award

c Sponsorbased rental assistance SRA
Sponsor based rental assistance provides grants
for rental assistance through contracts between
the grant recipient and sponsor organizations A
sponsor may be a private nonprofit
organization or a community mental health
agency established as a public nonprofit
organization Participants reside in housing
owned or leased by
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the sponsor The term of the grant between
HUD and the grant recipient for SRA is five
years

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

2 SRO housing must be in need of
moderate rehabilitation and must meet the
requirements of 24 CFR 882803aCosts
associated with rehabilitation of common areas
may be included in the calculation of the cost
For assisted units based on the proportion of the
number of units to be assisted under this part to
the total number of units

3 SRO assistance may also be used for
efficiency units selected for rehabilitation under
this program but the gross rent contract rent
plus any utility allowance for those units will be
no higher than for SRO units ie 75 percent of
the 0bedroom Moderate Rehabilitation Fair
Market Rent

4 The requirements regarding
maintenance operation and inspections
described in 24 CFR 882806b4and
882808nmust be met

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

592105 mental assistance amounts and
payments

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

582105

program that includes a range of housing types
with differing levels of supportive services
Rental assistance may include security deposits
on units in an amount up to one months rent

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

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

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

d Vacancies 1 If a unit assisted under
this part is vacated before the expiration of the
occupancy agreement described in 582315 of

this part the assistance for the unit may
continue for a maximum of 30 days from the
end of the month in which the unit was vacated
unless occupied by another eligible person No
additional assistance
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will be paid until the unit is occupied by another
eligible person

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

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

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

f Property damage Recipients may use
grant funds in an amount up to one months
rent to pay for any damage to housing due to
the action of a participant
58 FR 13692 Mar 15 1993 as amended at 61 FR 51170 Sept 30
19961

582110 Matching requirements

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

wwwhudPox

24 CFR Ch V 4109 Edition

funds are provided as well as State local and
private sources provided that funds from the
other source are not statutorily prohibited to be
used as a match

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

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

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

c Calculating the value of supportive
services In calculating the amount of the
matching supportive services applicants may
count

1 Salaries paid to staff of the recipient to
provide supportive services to S C participants

2 The value of supportive services
provided by other persons or organizations to
SC participants

3 The value of time and services
contributed by volunteers at the rate of 1000
an hour except for donated professional
services which may be counted at the
customary charge for the service provided
professional services are services ordinarily
performed by donors for payment such as the
services of health professionals that are
equivalent to the services they provide in their
occupations

4 The value of any lease on a building
used for the provision of supportive services
provided the value included in the match is no
more than the prorated share used for the
program and

5 The cost of outreach activities as
described in 582325aof this part
58 FR 13892 Mar 15 1993 as amended at 73 FR 75325 Dec 11
2008
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582115 Limitations on assistance

a Current occupants Current occupants
of the real property are not eligible for
assistance under this part However as
described in 582335 persons displaced as a
direct result of acquisition rehabilitation or
demolition for a project under the S Cprogram
are eligible for and must be provided relocation
assistance at Uniform Relocation Act levels

b Amount of assistance provided within a
jurisdiction HUD will limit the amount of
assistance provided within the jurisdiction of
any one unit of local government to no more
than 10 percent of the amount available

c Faithbased activities 1 Organizations
that are religious or faithbased are eligible on
the same basis as any other organization to
participate in the SC program Neither the
Federal government nor a State or local
government receiving funds under SC
programs shall discriminate against an
organization on the basis of the organizations
religious character or affiliation

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

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

582120

its internal governance and it may retain
religious terms in its organizationsname select
its board members on a religious basis and
include religious references in its organizations
mission statements and other governing
documents

4 An organization that participates in the
SC program shall not in providing program
assistance discriminate against a program
beneficiary or prospective program beneficiary
on the basis of religion or religious belief

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

d Maintenance of effort No assistance
received under this part or any State or local
government funds used to supplement this
assistance may be used to replace funds
provided under any State or local government
assistance programs previously used or
designated for use to assist persons with
disabilities homeless persons or homeless
persons with disabilities

58 FR 13892 Mar 15 1993 as amended at 68 FR 407 Sept 30
2003

582120 Consolidated plan
a Applicants that are States or units of

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

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

c Indian tribes and the Insular Areas of
Guam the US Virgin Islands American Samoa
and the Northern Mariana Islands These

entities are not required to have a consolidated
plan or to make consolidated plan certifications
An application by an Indian tribe or other
applicant for a project that will be located on a
reservation of an Indian tribe will not require a
certification by the tribe or the State However
where an Indian tribe is the applicant for a
project that will not be located on a reservation
the requirement for a certification under
paragraph b of this section will apply

d Timing of consolidated plan certification
submissions Unless otherwise set forth in the

NOFA the required certification that the
application for funding is consistent with the
HUD approved consolidated plan must be
submitted by the funding application submission
deadline announced in the NOFA
60 FR 16379 Mar 30 1995

Subpart CApplication and Grant

Award

582200 Application and grant award

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

24 CFR Ch V 4109 Edition

b Rating criteria HUD will award funds
based on the criteria specified in section
455x1through 8 of the McKinney Act 42
USC 11403d1 11403d8 and on the
following criteria authorized by section
455a9of the lvIcKinney Act 42 USC
11403d9

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

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

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

homeless persons who are seriously mentally ill
have chronic alcohol andor drug abuse
problems or have AIDS and related diseases
Approved by the Office of Management and Budget under control
number 2506 0118
61 FP 51170 Sept 30 1996

582230 Environmental review

a Activities under this part are subject to
HUD environmental regulations in part 58 of this
title except that HUD will perform an
environmental review in accordance with part
50 of this title prior to its approval of any
conditionally selected applications from PHAs for
Fiscal Year 2000 and prior years for other than
the SRO component For activities under a grant
to a PHA that generally would be subject to
review under part 58 HUD may make a finding
in accordance with 5811d and may itself
perform the environmental review under the
provisions of part 50 of this title if the recipient
PHA objects in writing to the responsible entitys
performing the review under part 58
Irrespective of whether the responsible entity in
accord with part 58 or HUD in accord with part
50 performs the environmental review the
recipient shall supply all available relevant
information necessary for the responsible entity
or HUD if applicable to perform for each
property any environmental review required by
this part
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The recipient also shall carry out mitigating
measures required by the responsible entity or
HUD if applicable or select alternate eligible
property HUD may eliminate from consideration
any application that would require an
Environmental Impact Statement EIS

b The recipient Its project partners and
their contractors may riot acquire rehabilitate
convert lease repair dispose of demolish or
construct property for a project under this part
or commit or expend HUD or local funds for
such eligible activities under this part until the
responsible entity as defined in 582of this
title has completed the environmental review
procedures required by part 58 and the
environmental certification and RROF have been
approved or HUD has performed an
environmental review under part 50 and the
recipient has received HUD approval of the
property HUD will not release grant funds if the
recipient or any other party commits grant
fundsie incurs any costs or expenditures to
be paid or reimbursed with such funds before
the recipient submits and HUD approves its
RROF where such submission is required
68 FN 56130 Sept 29 2003

Subpart DProgram Requirements

582300 General operation
a Participation of homeless individuals

1 Each recipient must provide for the
consultation and participation of not less than
one homeless individual or formerly homeless
individual on the board of directors or other
equivalent policy making entity of the recipient
to the extent that the entity considers and
makes policies and decisions regarding any
housing assisted under this part or services for
the participants This requirement is waived if
the applicant is unable to meet the requirement
and presents a plan which HUD approves to
otherwise consult with homeless or formerly
homeless individuals in considering and making
such policies and decisions Participation by
such an individual who also is a participant
under the program does not constitute a conflict
of interest under 582340bof this part

582305

2 To the maximum extent practicable
each recipient must involve homeless individuals
and families through employment volunteer
services or otherwise in constructing or
rehabilitating housing assisted under this part
and in providing supportive services required
under 582215 of this part

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

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

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

2 Each recipient must keep on file and
make available to the public on request a
description of the procedures used to select
sponsors under the SRA component and
buildings under the SRO SRA and PRA
components

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

Approved by the Office of Management and Budget under control
number 2506 0118

r58 FR 13892 Mar 15 1993 as amended at 61 FR 51171 Sept 301996

582305 Housing quality standards
rent reasonableness

a Housing quality standards Housing
assisted under this part must meet the
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applicable housing quality standards HQS
under 982401 of this title except that
9824010 of this title does not apply and
instead part 35 subparts A B Y and R of this
title apply grid for SRO under 882803bof
this title Before any assistance will be provided
on behalf of a participant the recipient or
another entity acting on behalf of the recipient
other than the owner of the housing must
physically inspect each unit to assure that the
unit meets the HQS Assistance will not be
provided for units that fail to meet the HQS
unless the owner corrects any deficiencies
within 30 days from the date of the lease
agreement and the recipient verifies that all
deficiencies have been corrected Recipients
must also inspect all units at least annually
during the grant period to ensure that the units
continue to meet the HQS

b Rent reasonableness HUD will only
provide assistance for a unit for which the rent
is reasonable For TRA PRA and SRA it is the
responsibility of the recipient to determine
whether the rent charged for the unit receiving
rental assistance is reasonable in relation to
rents being charged for comparable unassisted
units taking into account the location size
type quality amenities facilities and
management and maintenance of each unit as
well as not in excess of rents currently being
charged by the same owner for comparable
unassisted units For SRO rents are calculated
in accordance with 24 CFR 882805g
58 FP 13892 Mar 15 1993 as amended at 61 FR 51171 Sept 30
1996 64 FR 50226 Sept 15 1999

582310 Resident rent

a Amount of rent Each participant must
pay rent in accordance with section 3aIof
the US Housing Act of 1937 42 USC
1437aa1except that in determining the
rent of a person occupying an intermediate care
facility assisted under title XIX of the Social
Security Act the gross income of this person is
the same as if the person were being assisted
under title XVI of the Social Security Act

b Calculating income 1 Income of
participants must be calculated in accordance
with 24 CFR 5609 and 24 CFR5611a

24 CFR Ch V 41 09 Edition

2 Recipients must examine a participants
income initially and at least annually thereafter
to determine the amount of rent payable by the
participant Adjustments to a participants rental
payment must be made as necessary

3 As a condition of participation in the
program each participant must agree to supply
the information or documentation necessary to
verify the participants income Participants must
provide the recipient information at any time
regarding changes in income or other
circumstances that may result in changes to a
participantsrental payment
66 FR 6225 Jan 19 2001

582315 Occupancy agreements

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

b Terms of agreement In addition to
standard lease provisions the occupancy
agreement may also include a provision
requiring the participant to take part in the
supportive services provided through the
Program as a condition of continued occupancy

582320 Termination of assistance to
participants
a Termination of assistance The recipient

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

b Due process In terminating assistance
to a participant the recipient must provide a
formal process that recognizes the rights of
individuals receiving assistance to due process
of law This process at a minimum must
consist of
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1 Written notice to the participant
containing a clear statement of the reasons for
termination

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

3 Prompt written notice of the final
decision to the participant

582325 Outreach activities
Recipients must use their best efforts to

ensure that eligible hard toreach persons are
served by SC Recipients are expected to make
sustained efforts to engage eligible persons so
that they may be brought into the program
Outreach should be primarily directed toward
Eligible persons who have a nighttime residence
that is an emergency shelter or a public or
private place not designed for or ordinarily
used as a regular sleeping accommodation for
human beings egpersons living in cars
streets and parks Outreach activities are
considered to be a supportive service and the
value of such activities that occur after the
execution of the grant agreement may be
included in meeting the matching requirement

582330 Nondiscrimination and equal
opportunity requirements
a General Recipients may establish a

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

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

582330

homeless persons must within the designated
population comply with the prohibitions against
discrimination against handicapped individuals
under section 503 of the Rehabilitation Act of
1973 29 USC 794 and implementing
regulations at 41 CFR chapter 60741

2 The nondiscrimination and equal
opportunity requirements set forth at part 5 of
this title are modified as follows
1 The Indian Civil Rights Act 25
U5 1301 et seq applies to tribes when they
exercise their powers of self government and
to IRAs when established by the exercise of
such powers When an IHA is established under
State law the applicability of the Indian Civil
Rights Act will be determined on a case bycase
basis Projects subject to the Indian Civil Rights
Act must be developed and operated in
compliance with its provisions and all
implementing HUD requirements instead of title
VI and the Fair Housing Act and their
implementing regulations

ii Reserved
c Affirmative outreach 1 If the

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

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

d The accessibility requirements
reasonable modification and accommodation
requirements of the Fair Housing Act and of
section 504 of the Rehabilitation Act of 1973 as
amended

r50 FR 13392 Mar 15 1993 as amended at 61 FR 5210 Feb 91996J
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582335 Displacement relocation and
real property acquisition
a Minimizing displacement Consistent

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

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

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

d Responsibility of recipient 1 The
recipient must certifyie provide assurance of
compliance that it will comply with the URA
the regulations at 49 CFR part 24 and the
requirements of this section and must ensure
such compliance notwithstanding any third
partyscontractual obligation to the recipient to
comply with these provisions

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

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

e Appeals A person who disagrees with
the recipientsdetermination concerning
whether the person qualifies as a displaced
person or the amount of relocation assistance
for which the person is eligible may file a
written appeal of that determination with the
recipient A lowincome person who is
dissatisfied with the recipients determination on
his or her appeal may submit a written request
for review of that determination to the HUD
field office

24 CFR Ch V 4109 Edition

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

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

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

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

ii Any person including a person who
moves before the date described in paragraph
011 of this section if the recipient or HUD
determines that the displacement resulted
directly from acquisition rehabilitation or
demolition for the assisted project
iii A tenant occupant of a dwelling unit

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

A The tenantsmonthly rent before the
initiation of negotiations and estimated average
utility costs or

B 30 percent of gross household income
If the initial rent is at or near the maximum
there must be a reasonable

basis for concluding at the time
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the project is initiated that future rent increases
will be modest

iv A tenant of a dwelling who is required
to relocate temporarily but does not return to
the buildingcomplex if either

A A tenant is not offered payment for all
reasonable outofpocket expenses incurred in
connection with the temporary relocation or

B Other conditions of the temporary
relocation are not reasonable

v A tenant of a dwelling who moves from
the buildingcomplex permanently after he or
she has been required to move to another unit
in the same buildingcomplex if either

A The tenant is not offered
reimbursement for all reasonable outofpocket
expenses incurred in connection with the move
or

B Other conditions of the move are not
reasonable

2 Notwithstanding the provisions of
paragraph f1 of this section a person does
not qualify as a displaced person and is not
eligible for relocation assistance under the URA
or this section If

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

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

iii The person is ineligible under 49 CFR
242g2 or

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

3 The recipient may request at any time
HUDsdetermination of whether

582340

a displacement is or would be covered under
this section

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

582340 Other Federal requirements
In addition to the Federal requirements set forth
in 24 CFR part 5 the following requirements
apply to this program

a OMB Circulars11 The policies
guidelines and requirements of OMB Circular
No A87 Cost Principles Applicable to Grants
Contracts and Other Agreements with State and
Local Governments and 24 CFR part 85 apply
to the acceptance and use of assistance under
the program by governmental entities and OMB
Circular Nos A110 Grants and Cooperative
Agreements with Institutions of Higher
Education Hospitals and Other Nonprofit
Organizations and 24 CFR part 84 and A122
Cost Principles Applicable to Grants Contracts
and Other Agreements with Nonprofit
Institutions apply to the acceptance and use of
assistance by private nonprofit organizations
except where inconsistent with provisions of the
McKinney Act other Federal statutes or this
part

2 The financial management systems
used by recipients under this program must
provide for audits in accordance with the
provisions of 24 CFR part 44 Private nonprofit
organizations who are subrecipients are subject
to the audit requirements of 24 CFR part 45
HUD may perform or require additional audits as
it finds necessary or appropriate

b Conflict of interest 1 In addition to
the conflict of interest requirements

Copies of OMB Circulars may be obtained from EOPPublications
roam 2200 New Executive office Building Washington DC 20503
telephone 202 395 7332 This is not a toll free number There is

a limit of rwo free copies
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in 2q CFR part 85 no person who is an
employee agent consultant officer or elected
or appointed official of the recipient and who
exercises or has exercised any functions or
responsibilities with respect to assisted
activities or who is in a position to participate in
a decisionmaking process or gain inside
information with regard to such activities may
obtain a personal or financial interest or benefit
from the activity or have an interest in any
contract subcontract or agreement with
respect thereto or the proceeds thereunder
either for himself or herself or for those with
whom he or she has family or business ties
during his or her tenure or for one year
thereafter Participation by homeless individuals
who also are participants under the program in
policy or decisionmaking under 582300 of this

part does not constitute a conflict of interest
2 Upon the written request of the

recipient HUD may grant an exception to the
provisions of paragraph b1of this section on
a casebycase basis when it determine that the
exception will serve to further the purposes of
the program and the effective and efficient
administration of the recipientsproject An
exception may be considered only after the
recipient has provided the following
i For States units of general local

governments PHAs and IHAs a disclosure of
the nature of the conflict accompanied by an
assurance that there has been public disclosure
of the conflict and a description of how the
public disclosure was made and
ii For all recipients an opinion of the

recipientsattorney that the interest for which
the exception is sought would not violate State
or local law

3 In determining whether to grant a
requested exception after the recipient has
satisfactorily met the requirement of paragraph
b2 of this section HUD will consider the
cumulative effect of the following factors where
applicable
i Whether the exception would provide a

significant cost benefit or an essential degree of
expertise to the project which would otherwise
not be available
ii Whether the person affected is a

member of a group or class of eligible persons
and the exception will permit

24 CFR Ch V 4 109 Edition

such person to receive generally the same
interests or benefits as are being made available
or provided to the group or class

iii Whether the affected person has
withdrawn from his or her functions or
responsibilities or the decisionmaking process
with respect to the specific assisted activity in
question

iv Whether the interest or benefit was
present before the affected person was in a
position as described in paragraph b1of this
section

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

vi Any other relevant considerations

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

Subpart EAdministration
582400 Grant agreement

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

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

582405 Program changes

a Changes HUD must approve in writing any
significant changes to an approved program
Significant changes that require approval
include but are not limited to a change in
sponsor a change in the project site for SRO or
PRA with rehabilitation projects and a change
in the type of persons with disabilities to be
served Depending on the nature of the change
HUD may require a new certification of
consistency with the CHAS see 582120
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b Approval Approval for such changes is
contingent upon the application ranking
remaining high enough to have been
competitively selected for funding in the year
the application was selected

582410 Obligation and deobligation
of funds

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

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

2 HUD may readvertise in a notice of
fund availability the availability of funds that
have been deobligated or may reconsider
applications that were submitted in response to
the most recently published notice of fund
availability and select applications for funding
with the deobligated funds Such selections
would be made in accordance with the selection
process described in 582220 of this part Any
selections made using deobligated funds will be
subject to applicable appropriation act
requirements governing the use of deobligated
funding authority
Approved by the Office of Management and Hudget under control
number 2506 0118

5531
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The 2011 Amendments to the
Shelter Plus Care Codified Regulation

PART 582SHELTER PLUS CARE

PROGRAM

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

Authority 12 USC3535d and
11403 11407b

4 In 5825the definition of Homeless or
homeless individual is removed the definitions
of Developmental disability and Homeless
are added and the definition of Person with
disabilities is revised to read as follows

155825Definitions

Developmental disability means as defined
in section 102 of the Developmental Disabilities
Assistance and Bill of Rights Act of 2000 42
USC 15002
1 A severe chronic disability of an individual

that

iIs attributable to a mental or physical
impairment or combination of mental and
physical impairments
iiIs manifested before the individual

attains age 22
iii Is likely to continue indefinitely
iv Results in substantial functional

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

A Selfcare
B Receptive and expressive language
C Learning
D Mobility
E Self direction
F Capacity for independent living
G Economic self sufficiency and

v Reflects the individualsneed for a
combination and sequence of special
interdisciplinary or generic services
individualized supports or other forms of
assistance that are of lifelong or extended
duration and are individually planned and
coordinated

Billing Code 4210 67

2 An individual from birth to age 9 inclusive
who has a substantial developmental delay or
specific congenital or acquired condition may
be considered to have a developmental
disability without meeting three or more of the
criteria described in paragraphs 1ithrough
v of the definition of developmental disability
in this section if the individual without services
and supports has a high probability of meeting
those criteria later in life

4 W W

Homeless means

1 An individual or family who lacks a fixed
regular and adequate nighttime residence
meaning
i An individual or family with a primary

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

supervised publicly or privately operated shelter
designated to provide temporary living
arrangements including congregate shelters
transitional housing and hotels and motels paid
for by charitable organizations or by federal
state or local government programs for
low income individuals or

iii An individual who is exiting an institution
where he or she resided for 90 days or less and
who resided in an emergency shelter or place
not meant for human habitation immediately
before

entering that institution
2 An individual or family who will imminently

lose their primary nighttime residence provided
that

iThe primary nighttime residence will be
lost within 14 days of the date of application for
homeless assistance
iiNo subsequent residence has been

identified and
iii The individual or family lacks the

resources or support networks eg family
friends faithbased or other social networks
needed to obtain other permanent housing

I Id r espanolhudgov Iuge lU
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3 Unaccompanied youth under 25 years of
age or families with children and youth who do
not otherwise quality as homeless under this
definition but who

1 Are defined as homeless under section
387 of the Runaway and Homeless Youth Act
42 USC 5732a section 637 of the Head
Start Act 42 USC 9832 section 41403 of the
Violence Against Women Act of 1994 42 USC
14013e2section 330hof the Public Health
Service Act 42 USC254bh section 3 of the
Food and Nutrition Act of 2008 7 USC 2012
section 17bof the Child Nutrition Act of 1966
12 USC1786b or section 725 of the
McKinney Vento Homeless Assistance Act 42
USC 11434a
ii Have not had a lease ownership

interest or occupancy agreement in permanent
housing at any time during the 60 days
immediately preceding the date of application
For homeless assistance

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

iv Can be expected to continue in such
status for an extended period of time because
of chronic disabilities chronic physical health or
mental health conditions substance addiction
histories of domestic violence or childhood
abuse including neglect the presence of a
child or youth with a disability or two or more
barriers to employment which include the lack
of a high school degree or General Education
Development GED illiteracy low English
proficiency a history of incarceration or
detention for criminal activity and a history of
unstable employment or
4 Any individual or family who
1 Is fleeing or is attempting to flee

domestic violence dating violence sexual
assault stalking or other dangerous or
lifethreatening conditions that relate to
violence against the individual or a family
member including a child that has either taken
place within the individuals or familys primary
nighttime residence or has made the individual
or family afraid to return to their primary
nighttime residence
ii Has no other residence and
iii Lacks the resources or support

networks eg family friends and faithbased
or other social networks to obtain other
permanent housing

N A 4 M

Person with disabilities means a household
composed of one or more persons at least one
of whom is an adult who has a disability
1 A person shall be considered to have a

disability if he or she has a disability that
i Is expected to be longcontinuing or of

indefinite duration
ii Substantially impedes the individuals

ability to live independently
iii Could be improved by the provision of

more suitable housing conditions and
iv Is a physical mental or emotional

impairment including an impairment caused by
alcohol or drug abuse post traumatic stress
disorder or brain injury
2 A person will also be considered to have a

disability if he or she has a developmental
disability as defined in this section
3 A person will also be considered to have a

disability if he or she has acquired
immunodeficiency syndrome AIDS or any
conditions arising from the etiologic agent for
acquired immunodeficiency syndrome including
infection with the human immunodeficiency
virus HIV
4 Notwithstanding the preceding provisions

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

5 A new 582301 is added to read as
follows

9 582301 Recordkeeping

a Reserved
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b Homeless status The recipient
must maintain and follow written intake
procedures to ensure compliance with the
homeless definition in 5825 The procedures
must require documentation at intake of the
evidence relied upon to establish and verify
homeless status The procedures must establish
the order of priority for obtaining evidence as
thirdparty documentation first intake worker
observations second and certification from the
person seeking assistance third However lack
of third parry documentation must not prevent
an individual or family from being immediately
admitted to emergency shelter receiving street
outreach services or being immediately
admitted to shelter or receiving services
provided by a victim service provider as defined
in section 40132 of the McKinneyVento
Homeless Assistance Act as amended by the
HEARTH Act Records contained in an HMIS or
comparable database used by victim service or
legal service providers are acceptable evidence
of third party documentation and intake worker
observations if the HMIS retains an auditable
history of all entries including the person who
entered the data the date of entry and the
change made and if the
HMIS prevents overrides or changes of the
dates entries are made

1 If the individual or family qualifies as
homeless under paragraph 11 or il of the
homeless definition in 5825 acceptable
evidence includes a written observation by an
outreach worker of the conditions where the
individual or family was living a written referral
by another housing or service provider or a
certification by the individual or head of
household seeking assistance
2 If the individual qualifies as homeless

under paragraph 1iiiof the homeless
definition in 5825because he or she resided
in an emergency shelter or place not meant for
human habitation and is exiting an institution
where he or she resided for 90 days or less
acceptable evidence includes the evidence
described in paragraph b1of this section
and one of the following
iDischarge paperwork or a written or oral

referral from a social worker case manager or
other appropriate official of the institution
stating the beginning and end dates of the time
residing in the institution All oral statements
must be recorded by the intake worker or

wwshudgov

iiWhere the evidence in paragraph
b2iof this section is not obtainable a
written record of the intake workers due
diligence in attempting to obtain the evidence
described in paragraphb2iand a
certification by the individual seeking assistance
that states he or she is exiting or has just exited
an institution where he or she resided for 90
days or less
3 If the individual or family qualifies as

homeless under paragraph 2 of the homeless
definition in 5825because the individual or
family will imminently lose their housing the
evidence must include
iAA court order resulting from an

eviction action that requires the individual or
family to leave their residence within 14 days
after the date of their application for homeless
assistance or the equivalent notice under
applicable state law a Notice to quit or a
Notice to Terminate issued under state law

B For individuals and families whose
primary nighttime residence is a hotel or motel
room not paid for by charitable organizations or
federal state or local government programs for
lowincome individuals evidence that the
individual or family lacks the resources
necessary to reside there for more than 14 days
after the date of application for homeless
assistance or

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

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

homeless under paragraph 3 of the homeless
definition in 5825 because the individual or
family does not otherwise qualify as homeless
under the homeless definition but is an
unaccompanied youth under 25 years of age or
homeless family with one or more children or
youth and is defined as homeless under
another Federal statute or section 7252 of the
McKinneyVento Homeless Assistance Act 42
USC 11434a2the evidence must include

1 For paragraph 31of the
homeless definition In 5825 certification
of homeless status by the local private nonprofit
organization or state or local governmental
entity responsible for administering assistance
under the Runaway and Homeless Youth Act
42 USC 5701 et seq the Head Start Act 42
USC 9831 et seq subtitle N of the Violence
Against Women Act of 1994 42 USC 14043e
et seq section 330 of the Public Health
Service Act 42 USC 254b the Food and
Nutrition Act of 2008 7 USC2011 et seq
section 17 of the Child Nutrition Act of 1966 42
USC1786 or subtitle B of title VII of the
MclinneyVento Homeless Assistance Act 42
USC11431 et seq as applicable
ii For paragraph 3iiof the homeless

definition in 5825referral by a housing or
service provider written observation by an
outreach worker or certification by the
homeless individual or head of household
seeking assistance

iii For paragraph 3iii of the homeless
definition in 5825certification by the
individual or head of household and any
available supporting documentation that the
individual or family moved two or more times
during the 60 day period immediately preceding
the date of application for homeless assistance
including recorded statements or records
obtained from each owner or renter of housing
provider of shelter or housing or social worker
case worker or other appropriate official of a
hospital or institution in which the
individual or family resided or where these

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

iv For paragraph 3iv of the homeless
definition in 5825 written diagnosis from a
professional who is licensed by the state to
diagnose and treat that condition or intake
staff recorded observation of disability that
within 45 days of the date of application for
assistance is confirmed by a professional who is
licensed by the state to diagnose and treat that
condition employment records department of
corrections records literacy English proficiency
tests or other reasonable documentation of the
conditions required under paragraph 3ivof
the homeless definition
5 If the individual or family qualifies under

paragraph 4 of the homeless definition in
5825because the individual or family is fleeing
domestic violence dating violence sexual
assault stalking or other dangerous or
life threatening conditions related to violence
then acceptable evidence includes art oral
statement by the individual or head of
household seeking assistance that they are
fleeing that situation that no subsequent
residence has been identified and that they
lack the resources or support networks eg
family friends faithbased or other social
networks needed to obtain other housing If
the individual or family is receiving shelter or
services provided by a victim service provider
as defined in section 40132 of the
McKinneyVentoHomeless Assistance Act as
amended by the HEARTH Act the oral
statement must be documented by either a
certification by the individual or head of
household or a certification by the intake
worker Otherwise the oral statement that the
individual or head of household seeking
assistance has not identified a subsequent
residence and lacks the resources or support
networks egfamily friends faith based or
other social networks needed to obtain housing
must be documented by a certification by the
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individual or head of household that the oral
statement is true and complete and where the
safety of the individual or family would not be
jeopardized the domestic violence dating
violence sexual assault stalking or other
dangerous or lifethreatening condition must be
verified by a written observation by the intake
worker or a written referral by a housing or
service provider social worker health care
provider law enforcement agency legal
assistance provider pastoral counselor or any
other organization from whom the individual or
head of household has sought assistance for
domestic violence dating violence sexual
assault or stalking The written referral or
observation need only include the minimum
amount of information necessary to document
that the individual or family is fleeing or
attempting to flee domestic violence dating
violence sexual assault and stalking

c Disability Each recipient of
assistance under this part must maintain and
follow written intake procedures to ensure that
the assistance benefits persons with disabilities
as defined in 5825In addition to the

documentation required under paragraph b
the procedures must require documentation at
intake of the evidence relied upon to establish
and verify the disability of the person applying
for homeless assistance The recipient must
keep these records for 5 years after the end of
the grant term Acceptable evidence of the
disability includes

1 Written verification of the disability from
a professional licensed by the state to diagnose
and treat the disability and his or her
certification that the disability is expected to be
longcontinuing or of indefinite duration and
substantially impedes the individualsability to
live independently Written verification from the
Social Security Administration

2 The receipt of a disability check eg
Social Security Disability Insurance check or
Veteran Disability Compensation

3 Intake staff recorded observation of
disability that no later than 45 days of the
application for assistance is confirmed and
accompanied by evidence in paragraph c1
2 3 or 4 of this section or

4 Other documentation approved by HUD
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Office of the Secretary HUD

respect to data information or re
ports required under subpart E of this
part but that are not required by sec
tions 309mor n of the Falmie Il2ae
Charter Act or by sections 307eor f
oi the Freddie 4ae Act the Secretary
may pursue any civil or administrative
remedies or penalties against the GSE
that may be available to the Secretary
The Secretary shall pursue such rem
edies under applicable
3 Procedines The Secretary shall

comply with the procedures set forth in
subpart G of this part in connection
with any enforcement action that he or
she may initiate against a GSE under
paragraph e of this section
69 FR 63642 Nov 2 20041

PART 84UNIFORM ADMINISTRA
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU
TIONS OF HIGHER EDUCATION
HOSPITALS AND OTHER NON
PROFIT ORGANIZATIONS

SubpartAGeneral

Sec
841 Purpose
842 Definitions
843 Effect on other issuances
844 Deviations
845 Subawards

Subpart BPre Award Requirements
0410 Purpose
8411 Pre award policies
0412 Forms for applying for Federal assist

ance

0413 Debarment and suspension DrugFree
Workplace

8411 Special award conditions
0415 Metric system of measurement
0116 Resource Conservation and Recovery

Act
8417 Certifications and representations

Subparl CPost Award Requirements
FnQANCllil AND PROGRAM h4ANAGIDMENT

0120 Purpose of financial and program man
agem en t

0421 Standards far financial management
Systems

8422 Payment
8423 Cost sharing Or matching
8424 Program income
8125 Revision of budget and program plans
8126 Non Federal audits
0427 Allowable costs

8128 Period of availability of funds

PROPERTY STANDARDS

PI 84

8430 Purpose of property standards
0431 Insurance ooverage
8432 Real property
8433 Federally owned and exempt property
6434 Equipment
8435 Supplies and other expendable prop

erty
8436 Intangible property
8437 Property trust relationship

PROCUREMENT STANDARDS

8440 Purpose ofprocurement standards
8441 Recipient responsibilities
8442 Codes of conduct
8443 Competition
8444 Procurement procedures
8445 Cost and price analysis
8446 Procurement records
8447 Contract administration
8448 Contract provisions

REPORTS ANDPECORDS

8460 Purpose of reports and records
8451 Monitoring and reporting program

performance
8452 Financial reporting
8453 Retention and access requirements for

records

TERK NATION AND ENFORCINIDNT

8460 Purpose of termination and enforce
ment

8461 Termination
8462 Enforcement

Subpart DAfter the Award Requirements
8470 Purpose
8471 Closeout procedures
6472 Subsequent adjustments and con

tinning responsibilities
8473 Collection of amounts clue

Subpart E Use of Lump Sum Grants
8400 Conditions for use of Lump Bum fixed

price or fixed amount grants
8481 Definition
8Provisions applicable 01113 to lump

sum grants

8483 Property standards
8484 Procurement standards
0485 Reports and records
8486 Terinmationand enforcement
8487 Closeout procednres sttbsegttenL ad

justments and continuing responsibil
i ti es
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Subpart AGeneral
841 Purpose

Phis part estallishea uniform admfn
titrativc requfrenents for Pocl ra

rajas and agrooments awarded to in
stitutions of highor education hos
plCals and other nonprofft organiza
tions Additional or inconsistent re

qufrotnents shall not be Imposed ex
cepj as provided In qfi4A and 8414 or
unless spocifically requlrod by odera
statuteor executive order Non profit
organizationt that implement Podera
17rorrams for the States are also sub

to State requirements

842 Definitions

Accrued expenditures means the

charges incurred by the recipient dur
ing a given period requiring the provi
sion of funds for

1 Goods and other tangible property
received
2 Services performed by employees

contractors subrecipients and other
payees and
3 Other amounts becoming owed

under programs for which no current
services or performance is required

Accrued income means the sum of

1 Barnings during a given period
from

fServices performed by the recipi
ent and

ii Goods and other tangible prop
erty delivered to purchasers and
2 Amounts hecomfng owed to the

recipient for which no current services
or performance is required by the re
cipient

Acquisition cost of equipment means
the net invoice price of the equipment
including the cost of modifications at
tachments accessories or auxiliary
apparatus necessary to make the prop
erty usable for the purpose for which it
was acquired Other charges such as
the cost of installation transportation
taxes duty or protective intransit in
surance shall be included or excluded
from the unit acquisition cost in ac
cordance with the recipients regular
accounting practices

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

24 CFP Subtitle A 4111 Edition

the use of predetermined papiicnU
schedules

Atnard means financial assistance

tlatprovides support or stimulation to
accomplish a public purpose Award
include grants and other agroemcnts in
the form of money or property h icau
of money by HUD to an eligible recipi
ont The term does not include tech
nical assistance which provides serv
ices instead of money other assistance
in the form of loans loan guarantees
capital advances under the Sections 202
a1dfill programs interest subsidies or
Insurance direct paynents of any kind
to individuals and contracts which
are required to be entered into and ad
ministered under procurement laws
and regulations

Cash contributions means the recipi
ents cash outlay including the outlay
of money contributed to the recipient
by third parties

Closeout means the process by which
HUD determines that all applicable ad
ministrative actions and all required
work of the award have been completed

by the recipient and HUD
Contract means a procurement con

tract under an award or suhaward and
a procurement subcontract under a re
cipientsor subrecipientls contract

Cost sharing or matching means that
poItion of project of program costs not
borne by HUD

Date of completion means the date on
which all work under an award is com
pleted or the date on the award docu
ment or any supplement or amend
ment thereto on which HUD spom or
ship ends

Disallowed costs means those charges
to an award that HUD determines to be
unallowable in accordance with the
applicable Federal cost principles or
other terms and conditions contained
in the award

Equipment means tangible nonexpend
able personal property including ex
empt property charged directly to the
award having a useful life of more than
one year and an acquisition cost of
5000 or more per unit However con
sistent with recipient policy lower
limits may be established

Excess property means property under
the control of HUD that as determined
by the Secretary is no longer required
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for its needs or the discharge of its re
Sp onsibili ties

Exempt property means tangible per
sonal property acquired in whole or in
part with Federal funds where HUD
has statutory authority to vest title in
the recipient without further obliga
tion to the Federal Goverillnent An ex
ample of exempt property authority is
contained in the Federal Grant and Co
operative Agreement Act 31 USC
6306 for property acquired under an
award to conduct basic or applied re
search by a non profit institution of
higher education or nonprofit organi
zation whose principal purpose is con
ductingscientific research

Federalalvarding agency means the
Federal agency that provides an award
to the recipient

Federal funds authorized means the
total amount of Federal funds obli
gated by HUD for use by the recipient
This amount may include any author
ized carryover of unobligated funds
from prior funding periods when per
mitted by HUD regulations or imple
menting instructions

Federal share of real property equip
ment or supplies means that percent
age of the propertysacquisition costs
and any improvement expenditures
paid with Federal funds

Funding period means the period of
time when Federal funding is available
for obligation by the recipient

Intangible property and debt instrlt
71e72ts means but is not limited to
trademarks copyrights patents and
patent applications and such property
as loans notes and other debt instru
ments lease agreements stock and
other instruments of property owner
ship whether considered tangible or in
tangible

Obligations means the amounts of or
ders placed contracts and grants
awarded services received and similar
transactions during a given period that
require payment by the recipient dur
ing the same or a future period

Outlays or eapendituresmeans charges
made to the project or program They
may be reported on a cash or accrual
basis For reports prepared on a cash
basis outlays are the sum of cash dis
bursements for direct charges for goods
and services the amount of indirect ex
pense charged the value of third party

842

in kind contributions applied and the
amount of cash advances and payments
made to subrecipients For reports pre
pared on an accrual basis outlays are
tle sum of cash disbursements for di
rect charges for goods and services the
amount of indirect expense incurred
the value of in kind contributions ap
plied and the net increase or de
crease in the amounts owed by the re
cipient for goods and other property re
ceived for services performed by em
ployees contractors subrecipients and
other payees and other amounts be
coming owed under programs for which
no current services or performance are
required

Personal propertg means property of
any kind except real property It may
be tangible having physical existence
or intangible having no physical exist
ence such as copyrights patents or
securities

Prior approval means written ap
proval 1y an authorized official evi
dencing prior consent

Program income means gross income
earned by the recipient that is directly
generated by a supported activity or
earned as a result of the award see ex
clusions in 8424 eand hProgram
income includes but is not limited to
income from fees for services per
formed the use or rental of real or per
sonal property acquired under feder
allyfunded projects the sale of com
modities or items fabricated under an
award license fees and royalties on
patents and copyrights and interest on
loans made with award funds Interest
earned on advances of Federal funds is
not program income Except as other
wise provided in HUD regulations or
the terms and conditions of the award
program income does not include the
receipt of principal on loans rebates
credits discounts etc or interest
earned on any of them

Proiecl costs means all allowable
costs as set forth in the applicable
Federal cost principles incurred by a
recipient and the value of the contribu
tions made by third parties in accom
plishing the objectives of the award
during the project period

Protect period means the period estab
lished in the award document during
which HUD sponsorship begins and
ends
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Prupertt nwaw unleas otherwise

stalad real property equipment in
tanglhle property and debt instru
Inents

Real property means land including
land improvements structures an ap
purtenances thereto but excludes mov
ahle machinery and equipment

Recipient means an organization re
ceiving financial assistance directly
from TTUD to carry out a project or
program The term includes public and
private institutions of higher edu
ration public and private hospitals
and other quasi public and private non
profit organizations such as but not
limited to community action agencies
research institutes educational asso
ciations and health centers The term
includes commercial organizations
international organizations when oper
ating domestically such as agencies of
the United Nations which are recipi
ents subrecipients or contractors or
subcontractors of recipients or sub
recipients The term does not include
governmentownedcontractor operated
facilities or research centers providing
continued support for missionoriented
largescale programs that are govern
mentowned or controlled or are des
ignated as foderallyfunded research
and development centers The term
does not include mortgagors that re
ceive mortgages insured or held by
HUD or mortgagors or project owners
that receive capital advances from
HUD under the Section 202 and 1311 pro
grams

Research and developinentmeans all
research activities both basic and ap
plied and all development activities
that are supported at universities col
leges and other nonprofit institu
tions Research is 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
ods including design and development
of prototypes and processes The term
research also includes activities in
volving the training of individuals in
research techniques where such activi
ties utilize the same facilities as other
research and development activities

24 CFR Subtitle A 4111 Edition

and where such activities are not in

cluded in the instruction function

Snnan awarIsmeans a grant or coop
erative agreement not exeeedi
IO0000 or the small purchase throshold
fixed at 91 USC9030 whichever is

greater
Subawardmeans

1 An award of financial assistanec
in the form of money or property in
lieu of money made under an award by
a recipient to an eligible subrecipient
or by a suhrecipient to a lower tier suh
recipient The term includes financia
assistance when provided by any 13ga
agreement even if the agreement is
calod a contract but does not include
procurement of goods and services nor
does it include any form of assistance
which is excluded from the definition

of award

2 For Community Development
Block Grants the term subaward

does not include the arrangement
whereby the prime recipient transfers
funds to another entity and that entity
is the project A distinction is made be
tween such a transfer for the further

ance of the prime recipients goals and
the transfer of funds to a subrecipient
who carries out activities and is ac

countable to the prime recipient For
example in a CDBG award where a
prime recipient has as its program goal
the revitalization of a downtown area

the funds transferred to a business in
the downtown area to remodel its store
would not be considered a subaward

subject to this part 84
Subrecipient means the legal entity to

which a subaward is made and which is
accountable to the recipient for the use
of the funds provided The term in
cludes commercial organizations and
international organizations operating
domestically such as agencies of the
United Nations

Supplies means all personal property
excluding equipment intangible prop
erty and debt instruments as defined
in this section and inventions of a con
tractor conceived or first actually re
duced to practice in the performance of
work under a funding agreement
subject inventions as defined in 37

CFR part 401 Rights to Inventions
Made by Nonprofit Organizations and
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Small Business firms Under Govern
ment Grants Contracts and Coopera
tive Agreements
Smeans an action by HUD

that temporarily withdraws HUD spon
sorship under an award pending cor
rective action by the recipient or pend
ing a decision to terminate the award
by HUD Suspension of an award is a
separate action from suspensions under
HUD regulations implementing EO
12549 and EO 12689 Debarment and
Suspension at 2 CFR part 2424

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

Third party inkind contributions

means the value of noncash contribu
tions provided by non Federal third
parties Third party inhind 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
and specifically identifiable to the
project or program

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

Unobligated balance means the por
tion of the funds authorized by HUD
that has not been obligated by the re
cipient and is determined by deducting
the cumulative obligations from the
cumulative funds authorized
U111ecoveled indirect cost means the

difference bet 6611 the amount awarded
and the amount Which could have been
awarded under the recipientsapproved
negotiate indirect cost rate

1yorici7lqcapital advance means a pro
cedure whereby funds are advanced to
the recipient to cover its estimated
disbursement needs for a given initia
period

59 PP 97011 30PL 13 1099 as amended at 72
FR 73492 Dec 27 20071

843 Effect on other issuances
For awards subject to this part all

administrative requirements of codi
fied program regulations program

8410

Inanuals handbooks and other nbrn
regulator materials which are incon
sistent with the requirements of this
part shall lie superseded except to the
extent tile are required by statute or
authorized in accordance with the devi
ations provision in 844

844 Deviations

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

845 Subawards

Unless sections of this part specifi
cally exclude subrecipients froln cov
erage the provisions of this part shall
be applied to subrecipients performing
wort wider awards if such subrecipi
ents are institutions of higher edu
cation hospitals commercial organiza
tions and international organizations
operating domestically or other non
profit organizations State local and
Federally recognized Indian tribal gov
ernment subrecipients are subject to
the provisions of regulations imple
menting the grants management com
mon rule Administrative Require
ments for Grants and Cooperative
Agreements to State Local and Feder
ally Recognized Indian Tribal Govern
ments 24 CFR part 85

Subpart BPre Award
Requirements

8410 Purpose

Sections 8411 through 8417 prescribe
forms and instructions and other pre
award platters to be used in applying
for HUD awards
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8411

hN411 lro Imulyd policies

a Ilee of Grantarrd C0 0 7usrati0e
AIreementand Contracts in each in

taaice 1TUD shall docide on theappro
prlate award instrument 0 o rant
ronperative agroomont or contracts
ne federal Crant and Cooperative
A1Toement Act 31 USC 1301 013 gov
erns the use o1 grants cooperative
a1reoments and contracts A grant or
cooporative agreement shall be use
only when the principal purpose of a
kransaction is to accomplish a public
purpose 01 support or stimulation 0u
1horizod by Federal statute The statu
tory criterion for choosing between
rants and cooperative agreements is
that for the latter substantial in
volvoment is expected between the ex
ecutive agency and the State local
government or other recipient when
carrying out the activity contemplated
in the agreement Contracts shall be
used when the principal purpose is ac
quisition of property or services for the
direct benefit or use of the Federal

Government

b Public Notice and PriorittSettinq
FTUD shall notify the public of its in
tended funding priorities for discre
tionary grant programs unless funding
Priorities are established by Federal
statute

9412 Forms for applying for Federal
assistance

a HUD shall comply with the appli
cable report clearance requirements of
5 CFR part 1320 Controlling Paper
work Burdens on the Public with re
gard to all forms used by HUD in place
of or as a supplement to the Standard
Form 424 SF424 series
b Applicants shall use the SF 424 se

ries or those forms and instructions

prescribed by HUD
c For Federal programs covered by

EO 12372 Intergovernmental Review
of Federal Programs the applicant
shall complete the appropriate sections
of the SF 424 Application for Federal
Assistance indicating whether the ap
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 Catalog of Federal Domestic Assist
ance The SPOC shall advise the appli
cant whether the program for which

24 CFP Subtitle A 41 11 Edition

application is mule has heen selected
by 1J10 Statee for rcview

46413 Debarment and suspension
DrugFree workplace

a Recipients and subrecipicnts shal
comply with the governmentwide non
procurement debarment and suspension
requirements in 2 CFR part 2429 These
governmontwide requirements restrict
subawards and contractswith certain

parties that are dobarrod suspendcd or
otherwise excluded from or lneligilde
for participation in federal assistarwo
programs or activitios
b Recipients and subrecipients shall

comply witb the requirements o1 the
Drug Free Workplace Act of 16188 42
USC 701 as set forth at 24 CFR part
21

72 FR 73491 Dec 27 21011

8414 Special award conditions
If an applicant or recipient
a Has a history of poor perform

ance
b Is not financially stable
c Has a management system that

does not meet the standards prescribed
in this part
d Ras not conformed to the terms

and conditions of a previous award or
e Is not otherwise responsible HUD

may impose additional requirements as
needed provided that such applicant or
recipient is notified in writing as to
the nature of the additional require
ments the reason wby 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

8415 Metric system of measurement
The Metric Conversion Act as

amended by the Omnibus Trade and
Competitiveness Act 15USC 205 de
clares that the metric system is the
preferred measurement system for US
trade and commerce The Act requires
each Federal agency to establish a date
or dates in consultation with the Sec

retary of Commerce when the metric
system of measurement will be used in
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the agenctsprocurements rants and
other businessrelated 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 federally funded activities
HUD shall follow the provisions of EO
12770 Metric Usage in Federal Gov
ernment Programs

8416 Resource Conservation and Re
covelyAct

Under the Resource Conservation and
Recovery Act RCRA Pub L 94580
42 USC 6962 any State agency or
agency of a political subdivision of a
State which is using appropriated Fed
era funds must comply with Section
6002 Section 6002 requires that pref
erence be given in procurement pro
grams to the purchase of specific prod
ucts containing recycled materials
identified in guidelines developed by
the Environmental Protection Agency
EPA 40 CFR parts 247 through 254
Accordingly State and local institu
tions of higher education hospitals
commercial organizations and inter
national organizations when operating
domestically and non profit organiza
tions that receive direct Federal

awards or other Federal funds shall
give preference in their procurement
programs funded with Federal funds to
the purchase of recycled products plu
suant to the EPA guidelines

84 Certifications and representa
tions

Unless prohibited by statute or codi
fiBd regulation HUD is authorized and
encouraged to allow recipients to sub
mit certifications and representations
required by statute executive order or
regulation on an nannual basis if the re
cipients have ongoing and continuing
relationships with the agency Annual
certifications and representations shall
be signed by responsible officials with
the authority to ensi re recipients
compliance with the pertinent require
In ellts

8421

Subpart C Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

8420 Purpose of financial and pro
gram management

Sections 8421 through 8428 prescribe
standards for financial management
systems methods for making pay
ments and rules for satisfying cost
sharing and matching requirements
accounting for program income budget
revision approvals making audits de
termining allowability of cost and es
tablishing fund availability

8421 Standards for financial man
agement systems

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

b Recipients financial management
systems shall provide for the following
1 Accurate current and complete

disclosure of the financial results of
each federally sponsored project or
program in accordance with the report
ing requirements set forth in 8452 If
a recipient maintains its records on
other than an accrual basis the recipi
ent shall not be required to establish
an accrual accounting system These
recipients may develop such accrual
data for their reports on the basis of an
analysis of the documentation on hand
2 Records that identify adequately

the source and application of funds for
federally sponsored activities These
records shall contain information per
taining to Federal awards authoriaa
tions obligations unobligated bal
ances assets outlays income and in
terest

3 Effective control over and ac
countability for all funds property and
other assets Recipients shall ade
quately safeguard all such assets and
assure they are used solely for author
ized purposes
4 Comparison of outlays with budg

et amounts for each award Ahenever
appropriate financial information

should be related to performance and
unit cost data
5 1rittell procedures to minimize

the time elapsing between the transfer
of funds to the recipient from the US
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Treasury and thn issnarw or
tion of checks warrants or payments
by other n for program purposes
y the rocipient To the cxtemt that the
provisions of the Cash Manapemont lm
provcnriont Act CMIA Pita L 101 953
cvern payment methods of Stato
aencies instrumontalities and fiscal
avents sholbe consistent with CMIA
Treasury Stato Agroomonts or the

CMIA default procedures codifiod 1 31
CFR part 205 Withdrawal of Cash
from the Troasury for Advances under
Federal Grant and Other Progranls
I Written procedures for doter

mining the reasonableness allocahility
and allowabilltS of costs in accordance
with the provisions of the applicable
Fodera cost principles and the terms
and conditions of the award

7 Accounting records including cost
accounting records that are supported
by source documentation
c Where the Federal Government

guarantees or insures the repayment of
money borrowed by the recipient HUD
at its discretion may require adequate
bonding and insurance if the bonding
and insurance requirements of the re
cipient are not deemed adequate to
protect the interest of the Federal Gov
ernment

d HUD may require adequate fidel
ity bond coverage where the recipient
lacks sufficient coverage to protect the
Federal Governmentsinterest

e Where bonds are required in the
situations described above the bonds
shall he obtained from companies hold
ing certificates of authority as accept
able sureties as prescribed in 31 CFR
part 223 Surety Companies Doing
Business with the United States

9422 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 State agencies or instru
mentalities shall be consistent with

TreasuryState CMIA agreements or
default procedures codified at 31 CFR
part 205
b Recipients are to he paid in ad

vance provided they maintain or dem
onstrate the willingness to maintain

24 CFP Subtitle A 4111 Edition

U i AVritlonprocedures thatn1injm7n
he tine elapsing between the transfci
of funds and disbursement by the re
cipientr and
2 Financial management systanr

that meet the standards for fund con
tyo and accountability as estahhLihed
in 139121 Cash advances to D redpicrl
organization shall be limited to the
minimum amounts needed and he

thnod to be in accordance with the ao
tual immediate cash requirements of
the recipient organization in enxrylnp
out the purposc of the approved prn
gram or projeot The timing and
amount of cash advances shall hc
close as is administratively feasible tc
the actual disbursements by the recipi
ent organization for direct program or
project costs and the proportionatt
share of any allowable indirect costs
c Whenever possible advances shall

be consolidated to cover anticipated
cash needs for all awards made by HUD
to the recipient
1 Advance payment mechanisms in

clude but are not limited to Treasury
check and electronic funds transfer

2 Advance payment mechanisms are
subject to 31 CFR part 205
3 Recipients shall be authorized to

submit requests for advances and reim
barsements at least monthly when
electronic fund transfers are riot used
d Requests for Treasury check ul

vance payments shall be submitted
through electronic means determined
by the authorizing IIUD program or on
forms as may be authorized by 0148
This form is riot to be used when Treas

ury check advance payments are made
to the recipient automatically through
the use of a predetermined payment
schedule or if precluded by special HUD
instructions for electronic funds trans
fer

e Reimbursement is the preferred
method when the requirements in para
graph b of this section cannot be met
HUD may also use this method on any
construction agreement or if the
major portion of the construction
project is accomplished through pri
vate market financing or Federal
loans and the Federal assistance con
stitutes a minor portion of the project
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1 Iviaer the reimbursement method
is used HUD shall snake payment with
in 30 days after receipt of the billing
unl ess thebilling is improper
2 Recipients shall be authorized to

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

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

ents shall disburse funds available from
repayments to and interest earned on a
revolving fund program income re
bates refunds contract settlements
audit recoveries and interest earned on
such funds before requesting additional
cash payments
h Unless otherwise required by stat

ute HUD shall not withhold payments
for proper charges made by recipients
at any time during the project period
unless paragraphs b1 or h2 of this
section apply

1 A recipient has failed to comply
with the project objectives the terms
and conditions of the award or Tederal
reporting requirements
2 The recipient or subrecipient is

delinquent in a debt to the United
States as defined in OMB Circular A
129 Managing Federal Credit Pro
grams Under such conditions HUD
shay upon rea nsoable notice inform
the recipient that payments shall not
be made for obligations incurred after
a specified date until the conditions
are corrected or the indebtedness to
the Federal Government is liquidated

9 Standards governing the use of
banks and other institutions as deposi

8422

Lories of funds Ldvanced under awards
are as follows

1 Except for situations described in
paragraph i2 of this section HUD
shall not require separate depository
accounts for funds provided to a recipi
ent or establish any eligibility require
ments for depositories for funds pro
vided to a recipient However recipi
ents must be able to account for the re
ceipt oblibration and expenditure of
funds

2 Advances of Federal funds shall be
deposited and maintained in insured
accounts whenever possible
j Consistent with the national goal

of expanding the opportunities for
women owned and minorityowned
business enterprises recipients shall be
encouraged to use women owned and
minority owned banks a bank which is
owned at least 50 percent by women or
minority group members
k Recipients shall maintain ad

vances of Federal funds in interest
bearing accounts unless paragraphs
k1k2or k3 of this section
apply

1 The recipient receives less than
5120000 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 depository would require an

average or minimum balance so high
that it would not be feasible within the
expected Federal and non Federal cash
resources

1 For those entities where CBIIA
and its implementing regulations do
not apply interest earned on Federal
advances deposited in interest bearing
accounts shall be remitted annually to
Department of Health and Human
Services Payment Managenhent Sys
tem PO Box 6021 Rockville MD
20852 In keeping with Electronic Funds
Transfer rules 31 CFR part 206 inter
est should be remitted to the 11IIS Pay
ment h1anagenhent System through an
electronic medium such as the

PEDNAIIIE Deposit system Recipients
which do not have this capability
should use a check Interest ainotults
Up to 250 per year may be retained by
the recipient for administrative ex
pense State universities and hospitals
shall comply with CMIA as it pertains

961
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to interest If a11 rnllty snhlcni to
CURIA uses Its own hands Lo pay pre
nwfud costs for disaretfonary awaads
401hout prior written approval from
Lha Fodoral1wllxdine agency It waives
Ct Nght to recovor the Interest under
cNf1A

159 PR 47011 9opL 13 994 n5 aniondetl at 75
PP 410119 duly Iii 2010

8423 Coat eharing or matching

a All contributions inouding oasb
ui d Ihird party In kind shall be ao
cepted as part of the roclplents cost
shaving or matching when such con
trihotions meet a of the following
teria

1 Are verifiable from the recipients
records

2Are riot included as contributions

for any other federallyassisted project
or program

3 Are necessary and reasonable for
proper and efficient accomplishment of
project or program objectives
4 Are allowable udder the applica

ble cost principles
6 Are not paid by the Federal Gov

ernment under another award except
where authorized by Federal statute to
be used for cost sharing or matching
6 Are provided for in the approved

budget when required by HUD
7 Conform to other provisions of

this part as applicable
b Unrecovered Indirect costs may be

included as part of cost sharing or
matching only with the prior approval
of HUD

c Values for recipient contributions
of services and property shall be estab
lished in accordance with the applica
ble cost principles If HUD authorizes
recipients to donate buildings or land
for constructionfacilities acquisition
projects or longterm use the value of
the donated property for cost sharing
or matching shall be the lesser of para
graphs c1or c2of this section
1 The certified value of the remain

ing life of the property recorded in the
recipients accounting records at the
time of donation

2 The current fair market value How
ever when there is sufficient justifica
tion HUD may approve the use of the
current fair market value of the do

nated property even if it exceeds the

24 CFR Subtitle A 4111Edition

rLdfiod value aL 111c Lime Il donation

Lo Ihe projcct
d Volunteer services furnished 1j

professional and technical persolnrol
consultants and other skilled and an

skilled Ifbor may be counted rs cost
sharing or matching if the service is an
integral and necessaxy part of an ap
proved project or program Rates for
volunteer sorvices shall 1e consistcruL

with those paid for similar work in tbe
recipients organization In those in
stances in which the required skills are
not found in the rocipient orgmlization
rates shall be consistent with those

paid for similar work In the labor 11
ket in which the recipient competes for
the kind of services Involved In either

case paid fringe benefits that are roa
sonable allowable and allocable may
be included in the valuation

e When an employer other than the
recipient furnishes the services of an
employee these services shall be val
ued at the employees regular rate of
pay plus an amount of fringe 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 normally paid
f Donated supplies may include

such items as eypendable equipment
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 donation
g The method used for determining

cost sharing or matching for donated
equipment buildings and land for
which title passes to the recipient may
differ according to the purpose of the
award if paragraphs g1 or g2of
this section apply
1 If the purpose of the award is to

assist the recipient in the acquisition
of equipment buildings or land the
total value of the donated property
may be claimed as cost sharing or
matching
2 If the purpose of the award is be

support activities that require the use
of equipment buildings or land nor
mally only depreciation or use charges
for equipment and buildings may be
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made However the full value of equil
nnent or other capital assets and fair
rental chtuges for land inlay be allowed
provided that HUD has approved the
charges
h The value of donated property

shall be determined in accordance with
the usual accounting policies of the re
cipient with the following qualifica
tions

1 The 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 appraiser eg certified real
property appraiser or General Services
Administration representative and

certified by a responsible official of the
recipient

2 The value of donated equipment
shall not exceed the fair market value
of equipment of the same age and con
dition at the time of donation
3 The value of donated space shall

not exceed the fair rental value of 00111
parable space as established by an inde
pendent appraisal of comparable space
and facilities in a privatelyowned
building in the same locality

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

5 The following requirements per
tain to the recipients supporting
records for in kind contributions from
third parties
iVolwnteer services shall be docu

mented and to the extent feasible sup
ported by the same nethods used by
the recipient for its own employees
ii The basis for determining the

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

fi 8424 Program income
a HUD shall apply the standards set

forth in this section in requiring recipi
ent organizations to account for pro
gram income related to projects fi
nanced in whole or in part with Federal
funds

b Except as provided in paragraph
h of this section program income
earned during the project period shall
be retained by the recipient and in ac
cordance with HUD regulations or the
terms and conditions of tine award
shall be used in one or more of the
ways listed in the following

8424

1 Added to funds committed to the
project by HUD and recipient and used
to further eligible 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
c JAIhen HUD authorizes the disposi

tion of program income as described in
paragraphs 11 or b2 of this sec
tion program income in excess of all
limits stipulated shall be used in ac
cordance with paragraph b3 of this
section
d In the event that HUD does not

specify in its regulations or the terms
and conditions of the award how pro
grain income is to be used paragraph
b3 of this section shall apply auto
matically to all projects or programs
except research For awards that sup
port research paragraph b1 of this
section shall apply automatically un
less HUD indicates in the terms and
conditions another alternative on the
award or the recipient is subject to spe
cial award conditions as indicated in
8414

Unless HUD regulations or the
terms and conditions of the award pro
vide otherwise recipients shall have no
obligation to the Federal Government
regarding program income earned after
the end of the project period
f If authorized by HUD 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 pro
grain income provided these costs leave
not been charged to the award
g Proceeds from the sale of property

shall be handled in accordance With the
requirements of the Property Stand
ards See 8930through 8137
h Unless HUD regulations or the

terms and condition of the award pro
vide otherwise recipients shall have no
obligation to the Federal Government
vrespect to program income earned
from license fees and royalties for
copyrighted material patents patent
applications trademarks and inven
tions produced under an award He
ever Patent and Trademark Amend
ments 315 USC18 apply to inventions
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ruadc under ncperfnicntal dovolop
nicnmtal or research award

8425 Rovision of hudget and pro
grarri phnr

ai The budget elan is the financial
expression of the project or program as
approved during the iward process It
niay Include either the Fodend and
non Federal share or only the Federal
slmare depending upon HUD require
ments It shall be related to perform
ance for program evaluation purposes
whonevor appropriate

b Recipients are required to 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
Prom IIUD for one or more of the fol

lowing program or budget related rea
sons

Li Change in the scope or the objec
tive of the project or program even if
there is no associated budget revision
requiring prior written approval
2 Change in a key person specified

in the application or award document
3The absence for more than three

months or a 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

for indirect costs to absorb increases in

direct costs or vice versa if approval
is required by HUD
6 The inclusion unless waived by

IIUD of costs that require prior ap
proval in accordance with OMB Cir
cular A21 Cost Principles for Insti
tutions of Higher Education OMB
Circular A122 Cost Principles for
Non Profit Organizations or 45 CFR
part 74 Appendix E Principles for De
termining Costs Applicable to Research
and Development under Grants and
Contracts with Hospitals or 48 CFR
part 31 Contract Cost Principles and
Procedures as applicable
7 The transfer of funds allotted for

training allowances direct payment to
trainees to other categories of ex
pense

24 CFR Subtitle A 41 11 Edition

8i unless descrihed in the applia
tiorl and funded in the approved
awards the subaward transfer or con
tracting out of any work under an
awarLThis provision does not appy t
the purchase of supplies nntrnial
equipment or general support services
d No other prior approval require

ments for specific items stay he im
poselunless a deviation has been 11
proved by OMB
e Except for rogtdremonts listed in

paragraphs c1and c4 of this sec
tion HUD is authorized at Its option
to waive cost related and administra

tive prior writton approvals required
by Circular A110 and OMB Circulars
A21 and A122 Such waivers may in
clude authorizing recipients to do any
one or more of the following

1Incur preaward costs 90 calendar
days prior to award or more than 90
calendar days with the prior approval
of HUD All preaward costs are in
curred at the recipientsrisk ie IIUD
is under no obligation to reimburse
such costs if for any reason the recipi
ent does not receive an award or if the

award is less than anticipated and in
adequate to cover such costs
2 Initiate a onetime extension of

the expiration date of the award of up
to 12 months unless one or more of the

following conditions apply For one
time extensions the recipient must no
tify HUD in writing with the sup
porting reasons and revised expiration
elate at least 10 days before the expira
tion date specified in the award This
onetime extension may not be exer
cised merely for the purpose of using
unobligated balances
i The terms and conditions of award

prohibit the extension
iiThe extension requires additional

Federal funds

iii The extension involves any
change in the approved objectives or
scope of the project
3 Carry forward unobligated bal

ances to subsequent funding periods
4 For awards that support research

unless HUD provides otherwise in
HUDs regulations the prior approval
requirements described in paragraph
e of this section are automatically
waived ie recipients need not obtain
such prior approvals unless one of the

Gi
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conditions included in paragraph e2
Of this section applies
f HUD may at its option restrict

the transfer of funds among direct cost
categories or programs functions and
activities for awards in which the Fed
eral share of the project exceeds
100000 and the cumulative amount of
such transfers exceeds or is expected to
exceed 10 percent of the total budget as
last approved by HUD HUD shall not
permit a transfer that would cause any
Federal appropriation or part thereof
to be used for purposes other than
those consistent with the original in
tent ofthe appropriation
g All other changes to nonconstruc

tion budgets except for the changes de
scribed fn paragraph jof this section
do not require prior approval
h For construction awards recipi

ents shall request prior written ap
proval promptly from HUD for budget
revisions whenever paragraphs h1
h2 or h3 of this section apply
1 The revision results from changes

in the scope or the objective of the
project or program
2 The need arises for additional

Federal funds to complete the project
3 A revision is desired which in

volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable
0IV1B cost principles listed in 8427
i1Q0 other prior approval require

ments for specific items may be im
posed unless a deviation has been ap
proved by OMB
j A1 HUD makes an award that

provides support for both construction
and nonconstruction work HUD may
require the recipient to request prior
approval from HUD before making any
fund or budget transfers between the
two types of work supported
k For both construction and non

construction awards HUD shall require
recipients to notify HUD in writing
promptly whenever the amount of Fed
eral authorized funds is expected to ex
ceed the needs 01 the recipient for the
project period by more than 55000 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

8426

lWhen requesting approval for
buIget revisions recipients shall use
the buclget forms that were used in the
application unless HUD indicates a let
ter of request suffices

m ZAithin 30 calendar days from the
date of receipt of the request for budg
et revisions HUD shall review the re
quest and notify the recipient whether
the budget revisions have been ap
proved If the revision is still under
consideration at the end of 30 calendar
days HUD shall inform the recipient in
writing of the date when the recipient
may expect the decision

8426 Non Federal audits
a Recipients and subrecipients that

are institutions of higher education or
other nonprofit organization includ
ing hospitals shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
31 USC 75017507 and revised OMB
Circular A133 Audits of States
Local Governments and NonProfit Or
ganizations
1 Non profit organizations subject

to regulations in the part 200 and part
800 series of this title which receive
awards subject to part 84 shall comply
with the audit requirements of revised
OMB Circular A133 Audits of States
Local Governments and Non Profit Or
ganizations For HUD programs a
nonprofit organization is the mort
gagor or owner as these terms are de
fined in the regulations in the part 200
and part 800 series and not a related or
affiliated organization or entity
2Reserved
b State and local governments shall

be subject to the audit requirements
contained in the Single Audit Act
Amendments of 1996 31 USC 7501
7507 and revised OMB Circular A133
Audits of States Local Governments
and lgonProfit Organizations
c For profit hospitals not covered

1y the audit provisions of revised OINIB
Circular A133 shall be subject to the
audit requirements of the Federal
awarding agencies
d Commercial organizations shall

be subject to the audit requirements of
IIUD or the prime recipient as incor
porated into the award document
69 FR 99011 Sept 13 1999 as amended at 62
Fr 61617 Fov 10 19971
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Allowable copLs

For each kind of recipient there is a
Sot of Federal principles for deter
naining dlowalile costs of

cosisshall be determined in accord

anoe with the cost principles applicable
to the entity Incurring the costs Thus
alowabillty of costs incurred by State
ioca I or 1edora11yrccogni2ed Indian
tribal govornments is determined in
accordance with the provisions of On4P
Circular A 87 Coet Principles for
State and Local Governments The al

owability of costs incurred by non
profit organizations is determined In
arrordanec with the provisions of 0MI1
Circular A122 Cost Principles for
NonProfit Organizations The allow
ahility of costs incurred by institutions
of higher education is determined in
acoordancewith the provisions of OMB
Circular A21 Cost Principles for
Educational Institutions The allow
ability of costs incurred by hospitals is
determined in accordance with the pro
visions of Appendix E of 45 CFR past 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
visions of the Federal Acquisition Reg
ulation FAR at 48 CITE part 31

fi 8428 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 preaward costs author
ized by HUD

PROPERTY STANDARDS

8430 Purpose of property standards
Sections 8431 through 8437 set forth

uniform standards governing manage
ment and disposition of property fur
nished by the Federal Government
whose cost was charged to a project
supported by a Federal award HUD
shall require recipients to observe
these standards under awards and shall

not impose additional requirements
unless specifically required by Federal
statute The recipient may use its own

24 CFtt Subtitle A 41 11 Edition

prolnerty nnanagement stawulards and
prwcodores provided ii observes the
provision of 8431 through 8437

N417 Cnpurance coverage
Recipients shall at a minimurn pru

vide tine equivalent insurance coverage
for real property and equipment ac
quired with Federal funds as provided
to property owned by the recipient
Federowned property need not Ix
insured unless required by the terrns
and conditions of the award

u 8432 Real property

HUD prescribes tho following rcgnirn
nnents for recipients concerning the usc
and disposition of real property ac
quired in whole or in part under
awards

a Title to real proporty shall vest in
the recipient subject to the condition
that the recipient shall use the real
property for the authorized purpose of
the project as long as it is needed and
shall not encumber the property with
out approval of HUD
b The recipient shall obtain written

approval by HUD for the use of real
property in other federally sponsored
projects when the recipient determines
that the property is no longer needed
ior the purpose of the original project
Use in other projects shall be limited
to those under federallysponsored
projectsieawards or programs that
have purposes consistent with those
authorized for support by HUD
c When the real property is no

longer needed as provided in para
graphs a and b of this section the
recipient shall request disposition in
structions from HUD or its successor

Federal awarding agency HUD shall
observe one or more of the following
disposition instructions
1The recipient may be permitted to

retain title without further obligation
to the Federal Government after it
compensates the Federal Government
for that percentage of the current fair
market value of the property attrib
utable to the Federal participation in
the project
2 The recipient may be directed to

sell the property under guidelines pro
vided by HUD and pay the Federal Gov
ernment for that percentage of the cur
rent fair market value of the property
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attributable to the Federal participa
tion in the project after deducting ac
tual and reasonable selling and figul
expenses if any from the sales pro
ceeds lylien the recipient is author
ized or required to sell the property
proper sales procedures shall be estab
lished that provide for competition to
the extent practicable and result in the
highest possible return
3 The recipient may be directed to

transfer title to the property to the
Federal Government or to an eligible
third party provided that in such
cases the recipient shall be entitled to
compensation for its attributable per
centage of the current fair market
value ofthe property

8433 FederaIlyowned and exempt
property

a Federally ounled XOP67ty 1 Title
to federallyowned property remains
vested in the Federal Government Re
cipients shall submit annually an in
ventory listing of federallyowned
property in their custody to HUD
Upon completion of the award or when
the property is no longer needed the
recipient shall report the property to
HUD for further HUD utilization
2If HUD has no further need for the

property it shall be declared excess
and reported to the General Services
Administration unless HUD has statu
tory authority to dispose of the prop
erty by alternative methods eg the
authority provided by the Federal
Technology Transfer Act 15 USC3710
1 to donate research equipment to
educational and non profit organiza
tions in accordance with EO 12821
Improving Mathematics and Science
Education in support of the National
Education Goals Appropriate in
structions shall be issued to the recipi
ent by IIUD
b Excillpt property When statutory

authority exists HUD has the option
to vest title to property acquired with
Federal funds in the recipient without
further obligation to the Federal Gov
ernment and under conditions HUD
considers appropriate Such property is
exempt property Should HUD not
establish conditions title to exempt
property upon acquisition shall vest in
the recipient without further obliga
tion to the Federal Government

5434 Equipment

8434

a Title to equipment acquired by a
recipient jySth Federal funds shall vest
in the recipient subject to conditions
of this section
b The recipient shall not use equip

ment acquired with Fedora funds to
provide services to non Federal outside
organizations for a fee that is less that
private companies charge for equiva
lent services unless specifically au
thorized by Federal statute for as long
as the Federal Government retains an
interest in the equipment
c The recipient shall use the equip

ment in the project or program for
which it was acquired as long as need
ed whether or not the project or pro
gram continues to be supported by Fed
eral funds and shall not encumber the
equipment without approval of HUD
JAThen the equipment is no longer need
ed for the original project or program
the recipient shall use the equipment
in coinlection with its other federally
sponsored activities in the following
order of priority
1 Activities sponsored by HUD

which funded the original project then
2 Activities sponsored by other Fed

eral awarding agencies
d During the time that equipment

is used on the project or program for
which it was acquired the recipient
shall make it available for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the equip
ment was originally acquired First
preference for such other use shall be
given to other projects or programs
Sponsored by HUD that financed the
equipment second preference shall be
given to projects or programs spon
sored by other Federal awarding agen
cies If the equipment is owned by the
Federal Government use on other ac
tivities not sponsored by the Federal
Government shall be permissible if an
thorized by IIUD User charges shall be
treated as program income
e lyhen 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 HUD
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U 1he1property nlanare
nuntstaldardsfor ululpment acquired
wlth Pocleral funds and1eder3llyow1led
gllipmont shall include all of the fol
inwlllk
I Rquipment records shall be main
tained accurately and shall include the
following Information
1 A description of the equipment
ii Manufacturersserial number

model numbor Federal stock number
national stook number or other identi
fication number

Iii Source of the equipment includ
irg the award number
iv Whethor title vosts in the recipi

ent or the Federal Government

v Acquisition date or date re
ceived if the equipment was furnished
by the Federal Government and cost
vi Information from which one can

calculate the percentage of Federal
participation in the cost of the equip
ment not applicable to equipment fur
nished by the Federal Government
vii Location and condition of the

equipment and the date the informa
tion was reported
viiiUnit acquisition cost
ix Ultimate disposition data in

cluding date of disposal and sales price
or the method used to determine cur
rent fair market value where a recipi
ent compensates HUD for its share
2 Equipment owned by the Federal

Government shall be identified to irldi
rate Federal ownership
3 A physical inventory of equipment

shall be taken and the results rec
onciled with the equipment records at
least once every two years Any dif
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 with the inven
tory verify the existence current uti
lization and continued need for the
equipment
4A control system shall he in effect

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

24 CFP Subtitle A 4111 Edition

5Alequatemaintenance procedures
shall be implemented to keep the
equipment in good condition
0 Whore the recipient is authorized

or required to sell the equipment proir
er salos procedures shall he established
k provide for competition to tho
extent practicable and rosuthi the
highest possible return
g Whon the recipient no longer

needs the equipment the equipment
May be used for other activities in ac
cordance with the following starldlris
For equipment with a current per unit
fair market value of V5000 or more aho
recipient may retain the equipment for
other uses provided that compensation
is made to HUD or its successor The
amount of compensation shall he corn
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur
rent fair market value of the equip
ment If the recipient has no need for
the equipment the recipient shall re
quest disposition instructions from
HUD HUD shall determine whether the
equipment can be used to meet HUDs
requirements 11 no requirement exjstS
within HUD the availability of the
equipment shall lie reported to the
General Services Administration by
HUD to determine whether a require
ment for the equipment exists in other
Federal agencies HUD shall issue in
structions to the recipient no later
than 120 calendar days after the recipi
entsrequest and the following proce
dures shall govern
lIf so instructed or if disposition

instructions are riot issued within 120

calendar days after the recipients re
quest the recipient shall sell the
equipment and reimburse HUD an
amount computed by applying to the
sales proceeds the percentage of Fed
eral participation in the cost of the
original project or program However
the recipient shall be permitted to de
duct and retain from the Federal share
500 or ten percent of the proceeds
whichever is less for the recipients
selling and handling expenses
2 If 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 recipientsparticipation in
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the cost of the original project or pro
graju to the current fair market value
of the equipment plus any reasonable
shipping or interim storage costs in
curred
3 If the recipient is instructed to

otherwise dispose of the equipment the
recipient shall be reimbursed by HUD
for such costs incurred in its disposi
tion

4 HUD may reserve the right to
transfer the title to the Federal Gov
ernment or to a third party named by
the Federal Government when such
third party is otherwise eligible under
existing statutes Such transfer shall
be subject to the following standards
iThe equipment shall be appro

priately identified in the award or oth
erwise made known to the recipient in
writing
ii HUD shall issue disposition in

structions within 120 calendar days
after receipt of a final inventory The
final inventory shall list all equipment
acquired with grant fluids and feder
allyowned equipment If HUD fails to
issue disposition instructions within
the 120 calendar day period the recipi
ent shall apply the standards of this
section as appropriate
iii When HUD exercises its right to

take title the equipment shall be sub
ject to the provisions for federally
owned equipment

8435 Supplies and other expendable
property

a Title to supplies and other ex
pendable property shall vest in the re
cipient upon acquisition If there is a
residual inventory of unused supplies
exceeding 55000 in total aggregate
value upon termination or completion
of the project or program and the sup
plies are not needed for any other fed
erallysponsored project or program
the recipient shall retain the supplies
for use on non Federal sponsored ac
tivities or sell them but shall in ei
ther case compensate the Federal Gov
ermnent for its share The amount of
compensation shall be connputed in the
sane manner as for equipnnent
b The recipient shall not use sup

plies acquired with Federal funds to
provide services to nonFederal outside
organizations for a fee that is less than
private companies cliarge for equiva

8436

lent servoes unless specifically au
thorized by Federal statute a Jon
the Federal Government retains an interestin the supplies

8436 Intangible propertV
a The recipient nnay copyright any

work that is subject to copyright and
was developed or for which oirnersliip
was purchased under an award HUD
reserves a royalty free nonexclusive
and irrevocable right to reproduce
publish or otherwise use the work for
Federal purposes and to authorize oth
ers to do so

Recipients are subject to applica
ble regulations governing patents and
inventions including governmentwide
regulations issued by the Department
of Commerce at 37 CFR part 401
Rights to Inventions Made by Non
profit Organizations and Small Busi
ness Firms Under Government Grants
Contracts and Cooperative Agree

ments
c HUD has the right to
1 Obtain reproduce publish or oth

erwise use the data first produced
under an award and
2 Authorize others to receive repro

duce publish or otherwise use such
data for HUD purposes

d1 In addition in response to a
Freedom of Information Act FOIA re
quest for research data relating to pub
lished research findings produced under
an award that were used by HUD in de
veloping an agency action that has the
force and effect of law HUD shall re
quest and the recipient shall provide
within a reasonable time the research
data so that they can be made avail
able to thepublic through the proce
dures established tinder the FOIA If
HUD obtains the research data solely
in response to a FOIA request HUD
may charge the requester a reasonable
fee equaling the full incremental cost
of ohtaining the research data This fee
should reflect costs incurred by IIUD
the recipient and applicable subrecipi
ents This fee is in addition to any fees
IIUD may assess under the FOIA 5
USC552a4A
2 The following definitions apply

for purposes of this paragraph d
iResearch ciciio is defined as the re

corded factual material commonly ac
cepted in the scientific connnnnnity as
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nenessaryto validatcrwwarchIindinls
hill not any of the following prelirni
nary analyses drafts of scientific pa
lien plans for future research peer re
v1icws or connnu Ili ontioils with col

cafues This recorded material w

ludca physical objects feglaboratory
aMples Research data also do not in
clucler

A Traclr secrets connrurciad infor
mationmaterials necessary to he held
confidential by a researcher until they
are publishod or similar information
vIs protectod under law and

13 Personnel and nnodicalinforma
tion and similar information the dis

closure of which would constitute a

cdoasly unwarranted invasion of per
sonal privacy such as information that
could be used to identify a particular
pen in a research study
if Published is defined as either

when

A Research findings are published
in a peer reviewed scientific or tech
nical journal or
B HUD publicly and officially cites

the research findings in support of an
ar ency action that has the force and
affect of law

iii Used by IUD in developing an
ngencyoction that ha the force and ef
ci of lain is defined as when HUD pub
licly and officially cites the research
findings in support of an agency action
that hastheforce and effect of law

al Title to intangible property and
debt instruments acquired under an
award or subaward vests upon aequisi
tion in the recipient The recipient
shall use that property for the origi
nallyauthorised purpose and the re
cipient shall not encumber the prop
erty without approval of HUD When no
longer needed for the originally au
thorised purpose disposition of the in
tangible property shall occur in accord
ance with the provisions of 8434g

59 FR 47011 Sept 13 1994 as amended at 65
FR 30499 May 11 2000

8437 Property trust relationship
Real property equipment intangible

property and debt instruments that are
acquired 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 wasaequired or improved

24 CFP Subtitle A 41 11 Edition

1611 11 recicaire recipients to record
lien or other appropriate noticses of
record to indicate that personal or rcal
property has been acquired or improved
vdith Fcderad funds and that use and
diposition conditions apply to tho
property

PROMPT WENS STANDARD

8440 Purpose of procurement stfand
arcls

Sections 8441 through NAB set forth
standards for use by recipients in rts
tabNshing procedures for the procura
Mont of supplies nd other expc
property oquipnaont roa property and
other services with Federal funds
These standards are furnished to on

sure that such materials and services
are obtained in an effective manner
and in compliance with the provisions
of applicable Federal statutes and ex
ecutive orders No additional procure
ment standards or requirements shall
be imposed by HUD upon recipients
unless specifically required by Federal
statute or executive order or approved
by OMB

8441 Recipient responsibilitios
The standards contained in this sec

Lion do not relieve the recipient of the
contractual responsibilities arising
under its contracts The recipient is
the responsible authority without re
course to HUD regarding the settle
ment and satisfaction of all oontrac
tual and administrative issues arlsinw

out of procurements entered into in
support of an award or other agree
ment This includes disputes claims
protests of award source evaluation or
other matters of a contractual nature

Matters concerning violation of statute
are to be referred to such Federal
State or local authority as may have
proper jurisdiction

8442 Codes of conduct

The recipient shall maintain written
standards of conduct governing the
performance of its employees engaged
in the award and administration of

contracts No employee officer or
agent shall participate in the selection
award or administration of a contract
supported by Federal funds if a real or
apparent conflict of interest would be
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involved Such a conflict would arise
when the employee officer or agent
any member of his or her innnediate
family his or her partner or ali 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 shall neither solicit nor ac
cept gratuities favors or allythillg of
monetary value from contractorsi 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

8443 Competition

All procurement transactions shall
be conducted in a manner to provide
to the maximum extent practical open
and flee competition The recipient
shall be alert to organizational con
flicts of interest as well as noncompeti
tive practices among contractors that
lnay restrict or eliminate competition
or otherwise restrain trade In order to
ensure objective contractor perform
ance and eliminate unfair competitive
advantage contractors that develop or
draft specifications requirements
statements of work invitations for
bids andor requests for proposals shall
be excluded from competing for such
procurements Awards shall be made to
the bidder or offeror whose bid or offer
is responsive to the solicitation and is
most advantageous to the recipient
price quality and other factors consid
ered The other factors shall include
the bidders or offerors compliance
with Section 3 of the Housing and
Urban Development Act of 1968 12
USC1701u hereafter referred to as
Section 3 Section 3 provides that to
the greatest extent feasible and con
sistent 1Nith existing Federal State
and local laws and regulations coo
mmlic opportunities generated by cer
tain HUD financial assistance shall be
directed to 1OW and very lowincome
persons Solicitations shall clearly set
forth all requirements that the bidder

98444

or offeror shall fulfill in order for the
bid or offer to be evaluated by the re
cipient Any and al bids or offers may
be rejected lyhen it is in the recipients
interest to do so

8444 Procurement procedures

a All recipients shall establish writ
ten procurement procedures These
procedures shall provide for at a min
imum that paragraphs a1a2and
a3of this section apply
1 Recipients avoid purchasing WI

necessary items
2 Where appropriate an analysis is

made of lease and purchase alter
natives to determine which would be
the most economical and practical pro
curement for the Federal Government
3 Solicitations for goods and serv

ices provide for all of the following
iA 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
ii Requirements which the bidder

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

ticable of technical requirements in
terms of functions to be performed or
performance required including the
range of acceptable characteristics or
minimum acceptable standards
iv The specific features of brand

name or equal descriptions that bid
ders are required to meet when such
items are included in the solicitation
v The acceptance to the extent

practicable and economically feasible
of products and services dimensioned in
the metric system of measurement
vi Preference to the extent prac

ticable and econ onli call feasible for
products and services that conserve
natural resources and protect the envi
ronment and are energy efficient

11 Positive efforts shall be made by
recipients to utilize small businesses
minority owned firms and womens
business enterprises whenever pos
sible Recipients of Federal awards
shall take all of the following steps to
further thisfoal
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1 Rosure flia1small 1111mwmsos nt

norityowwd firms and worncms Itnsi
entscrprsesarc used to the fullest

tcnt practicable
tai 1 alm information on fortbnoming

nppnrtunitiesnwlllalale artd arrange
Imno frames for purchases and con
Cracts to encourage sand facilitate par
ticfpation by small businesses erduor
ittowned firms and womens business
entscrprf acs
3 Considor in the eontaactprocess

whetber firms competing for larger
crnttaactsintend to subcontracts with
sttial businesses Illinorlty owned
firms and womens business enter
plsiFleS
4 Encourage contracting with con

aortiums of small businesses minority
owned firms and womensbusiness en

terprises when a contract is too large
for one 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 CommercesMinor
ity Business Development Agency in
the solicitation and utilization of
small businesses minorityowned firms
and womens Business enterprises
c The type of procuring instruments

used eg fixed price contracts cost
reimbursable contracts purchase or
ders and incentive contracts shall be
determined by the recipient but shall
be appropriate for the particular pro
curement and for promoting the best
interest of the program or project in
volved The cost plusapercentage of
cost or percentage of construction
cost methods of contracting shall not
be used

dContracts shall be made only with
responsible contractors who possess
the potential ability to perform suc
cessfully under the terms and condi
tions of the proposed procurement
Consideration shall be given to such
matters as contractor integrity com
pliance with public policy including
where applicable Section 3 of the
Housing and Urban Development Act of
1968 12 USC 1701u record of past
performance and financial and tech
nical resources or accessibility to other
necessary resources In certain cir
cumstances contracts with certain
parties are restricted by implementa

24 CFR Subtitle A 4111 Edition

tJon of executive orders 12549 and
12189 Debarment nd Suspension at
2 ChR part 2424

Recipients shall on request malm
available for the Federal awarffllw
agency preawaadreview and procarF
ment documents such as requests for
proposals or invitations for hits indo
pen don t cost estimates ote when any
of tbc following conditions apply
1 A recipients procurement proce

dures or operation fails to comply with
the procurement standards in I3UDs
Intpell loll tation of Circular A110
2 The procurement is exxacted to

exceed 51100000 or the small purchase
threshold fixed at 41 USC403 11

whichever is greater and is to he
awarded without competition or only
one bid or offer is received in response
to a solicitation
3 The procurement which is ex

pected to exceed the small purchase
threshold specifies a brand name
product
4 The proposed award over the

small purchase threshold is to he
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
emases the contract amount by more
than the amount of the small purchase
threshold

59 FR 17011 Sept 13 1944 as amencled at72
FR 73492 Dec 27 2007

8445 Cost and price analysis
Some form of cost or price analysis

shall be made and documented in the
procurement files in connection with
every procurement action Price anal
ysis may be accomplished in various
ways including the comparison of
price quotations submitted market
prices and similar indicia together
with discounts Cost analysis is the re
view and evaluation of each element of
cost to determine reasonableness
allocability and allowability

8446 Procurement records

Procurement records and files for
purchases in excess of the small pur
chase threshold shall include the fol

lowing at a minimum
aBasis for contractor selection
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b Justification for lacy of competi
tion n competitive bids or offers
are not obtained and
c Basis Ior aWard cost or price

8447 Contract administration
A system for contract administration

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

8448 Contract provisions
The recipient shall include in addi

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

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

small purchase threshold shall contain
suitable provisions for termination by
the recipient including the manner by
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 for default as well as
conditions where the contract may be
terminated because of circunnstances
beyond the control of the contractor
c Except as otherwise required by

statute an award that requires the
contracting or subcontracting for
construction or facility improvements
shall provide for tile recipient to folOW
its own requirements relating to bid
guarantees performance bonds and
payment bonds unless the construction
contract or subcontract exceeds

5100000 For those contracts o sub
contracts exceeding 5100000 HUD may
accept tine bonding policy and require
ments of the recipient provided HUD

8448

has made a determination that the
Federal Governments interest is ade
quately protected 11 such a determina
tion has not been made the minimum
requirements shall be as follows
1 A hid guarantee from each bidder

equivalent to five percent of the bid
price The hid guarantee shal con
sist of a firm commitment such as a
bid and certified check or other ne
gotiable instrument acconnpanying a
bid as assurance that the bidder shall
upon acceptance of his bid execute
such contractual documents as may be
required within the time specified
2 A performance bond oil the part of

the contractor for 100 percent of the
contract price A performance bond
is one executed in connection with a
contract to secure fulfillment of al the
contractors 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 contract
to 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 required in the
situations described herein the bonds
shall be obtained from companies hold
ing certificates of authority as accept
able sureties pursuant to 31 CFR part
223 Buyety Companies Doing Business
With the United States
d All negotiated contracts except

those for less than the small purchase
threshold awarded by recipients shall
include a provision to the effect that
the recipient HUD the Comptroller
General of the United States or any of
their duly authorized representatives
shall have access to any books docu
ments papers and records of the con
tractor which are directly pertinent to
a specific program for the purpose of
making audits exannilnationsexcerpts
and transcriptions

e All contracts including small
purchases awarded by recipients and
their contractors shall contain the pro
curement provisions of Appendix A to
this rule as applicable
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12ratutcr nrnlIrxcrus

iH450 Purpose of reports and records

yclriions 8951Ihrouvll 11958 set forth
Ilw procedures for monitoring and re
umtiug on the recipients finarlcitcland
propram performance and the nec
vsarystandard reporting forms They

also set forth record reteutiol require
illents

X8451 Monitoring and reporting pro
grann performance

a heacipients are responsible for
managing and monitoring each project
program subaward function or activ
ity supported by the award Recipients
shall monitor suhawards to ensure sub

recipients have met the audit require
ments as delineated in 8426
rhi HUD shall prescribe the frequency

with which the performance reports
shall be submitted Except as provided
in 8451fperformance reports shall
not be required more frequently than
quarterly or less frequently than annu
ally Annual reports shall be due 90 cal
endar days after the grant year quar
terly or semi annual reports shall be
due 30 days after the reporting period
ITUD may require annual reports before
the anniversary dates of multiple year
awards in lieu of these requirements
The final performance reports are clue
90 calendar days after the expiration or
termination of the award

Ict If inappropriate a final technical
or performance report shall not be re
quired after completion of the project
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 goals and objec
tives established for the period the
findings of the investigator or both
Whenever appropriate and the output
of programs or projects can be readily
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
3 Other pertinent information in

cluding when appropriate analysis
and explanation of cost overruns or
high unit costs

24 CFR Subtitle A 41 1 1 Edition

fm lhecipients shall not he required to
submit more than the oriRinal and two
copies of peafrnrrnancereports
fRecipients shall immediately no

Gily fTUD of developments tha1havc It
significant impact on the awalIsup
ported activities Also notificstion
shall befiven in the case of problems
delays or tIverse conditions which
materially impair the ahility to moot
the objectives of the award This notifi
oation shall include a statoment of the

action taken or contemplated and any
assistaalce needed to resolve the situa
tion

g IIUD may make site visits as
needed

h I ITUD shall comply with clearance
requirements of 5 CFR part 1320 when
requesting performance data from re
cipients

8452 Financial reporting
a The Federal financial report

FFR or such other form as may be
approved by OMB is authorized for ob
taining financial information from re
cipients The applicability of the FFR
form shall be determined by the appro
priate HUD prograrn and the grantee
will be notified of any program require
ments in reference to the FFR upon re
ceipt of the award A HUD program
may where appropriate waive the use
of the FFR for its grantees and require
an alternative reporting system
b IUD shall prescribe whether the

FFR shall be on a cash or accrual
basis H HUD requires accrual informa
tion and the recipients accounting
records are not normally kept on the
accrual basis the recipient shall riot be
required to convert its accounting sys
tem but shall develop such accrual in
formation through best estimates

based on an analysis of the documenta
tion on hand

c HUD shall determine the fre
quency of the FFR for each project or
program considering the size and com
plexity of the particular project or pro
gram However the report shall not be
required more frequently than quar
terly or less frequently than annually
The reporting period end dates shall be
March 31 June 30 September 30 or De
cember 31 A final FFR shall be re

quired at the completion of the award
agreement and shall use the end date of
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the project or grant period as the re
porting end date

d HUD requires recipients to submit
the FFR no later than 30 clays after the
end of each specified reporting period
for quarterly and semi annual reports
and 90 calendar days for annual re
ports Final reports shall be submitted
no later than 90 clays after the project
or grant period end date Extensions of
reporting due dates may be approved
by HUD upon request of the recipient
HUD play require awardees to submit
the FFR electronically Electronic sub
luission play be waived for cause in ac
cordance with HUDswaiver policy in
5110 of this title
e1 jVhen funds are advanced to re

cipients HUD shall use the FFR to
monitor cash advanced to recipients
and to obtain disbursement informa
tion for each agreement with the re
cipients HUD may require forecasts of
Federal cash requirements in the Re
marks section of the FFR and may re
quire recipients to report in the Re
marks section the amount of cash ad
vances received and retained in excess
of three days and any interest earned
on such cash advances Recipients shall
Provide short narrative explanations of
actions taken to reduce early

dwAdowns and excess balances
2 Recipients shall be required to

submit not more than the original and
two copies of the FFR or submit the re
port electronically HUD may require a
quarterly report from recipients re
ceiving advances totaling 1 million or
more per year

f JWllen HUD needs additional infor
mation or more frequent reports the
following shall be observed
1 hen additional information is

needed to comply with legislative re
quirements or governmentwide re

quirements HUD shall issue instruc
tions to require recipients to submit
such information under the Remarks
section of the reports or other means

2 When HUD determines that a re
cipients accounting system sloes not
meet the standards in 8421additional
pertinent information to further mon
itor awards may be obtained by written
notice to the recipient until such time
as the system is brought up to stand
ard IIUD in obtaining this informa

8453

timl shall comply NOW report clear
ance requirements of 5 CFR part 1320
3 HUD may elect to accept the iden

tical information frond the recipients
through a system to system data inter
face as determined bZ HUD

75 FR 41000 dull 15 2010

8453 Retention and access require
ments for records

a This section sets forth require
ments for record retention and access
to records for awards to recipients
HUD shall not impose an other record
retention or access requirements upon
recipients
b Financial records supporting doc

uments statistical records and all
other records pertinent to an award
shall be retained for a period of three
years from the date of submission of
the final expenditure report or for
awards that are renewed quarterly or
amivally from the date of the submis
sion of the quarterly or annual finan
cial report as authorized by HUD The
only exceptions are the following

1 If any litigation claim or audit is
started before the expiration of the 3
year period the records shall be re
tained until all litigation claims or
audit findings involving the records
have been resolved and final action
taken

2 Records for real property and
equipment acquired with Federal funds
shall be retained for 3 years after final
disposition
3 When records are transferred to or

maintained by HUD the 3 year reten
tion requirement is not applicable to
the recipient
4 Indirect cost rate proposals cost

alloeation plans etc as specified in
84538
c Copies of original records may be

substituted for the original records if
authorized by IIUD
d HUD shall request transfer of cer

tain record to its Custody from recipi
ents when it determines that the
records possess long term retention
value However in order to avoid dupli
cate recordheeping HUD may make ar
rangements for recipients to retain any
records that are continuously needed
for joint use
e HUD the Inspector General

Comptroller General of the United
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tifates or auto of heir I111y allthorizoI
ropresen1atives have lAw riphl of tinw
ly and unrestricted access to any
hooks tloca7metlts pepets or other
riworlso1 recipients that are pertinent
Lo tha wardsin orler to make audits

exeminationsexcerpts transcripts and
copies of such dootnnents This right
allo includesIimely aau reasonable ao
cess to a recipients personnel for the
purpose of interview and discussien r
lated to such documents The rights of
access in this paragraphe are nol
limlte1 to the mlillred retontfor po

hut shall last as long v r000rds
are retained

fUnless roquireI1y statute HUD
hall not place restrictions on recipi
ents that limit public access to the
records of recipients that are pertinent
to an award except when HUD an
demonstrate that such records shall be
kept confidential and would have been
exempted from disclosure pursuant to
the Freedom of Information Act 5

USC 552 if the records had belongecl
to HUD

lg Indireci cost rate proposals cost al
rocatiov plans etc Paragraphs g1and
g2 of this section apply to the fol
owing types of documents and their

supporting records indirect cost rate
computations or proposals cost alloca
tion plans and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
such as computer usage chargeback
rates or composite fringe benefit
rates

1 fsubnutted for negotiation If the
recipient submits to HUD or the sub
recipient submits to the recipient the
proposal plan or other computation to
form the basis for negotiation of the
rate then the 3year retention period
for its supporting records starts on the
date of such submission

2 If not submitted for negotiation If
the recipient is not required to submit
to HUD or the subrecipient is not re
quired to submit to the recipient the
proposal plan or other computation
for negotiation purposes then the 3
year retention period for the proposal
plan or other computation and its sup
porting records starts at the end of the
fiscal year or other accounting period
covered by the proposal plan or other
computation

24 CEP Subtitle A 41 11 Edition

P1PMlTTNAND FNroPCT11nrrr

8460 Purpose of Termination and en
forcement

ections1l1and 8462 set forth tint

form suspension termination 8111
forcement procedures

t8401 Termination

a Awards may be terminatocl fn
whole or in part only if paragraphs
a00 a2 or a3 Of this wcttor
apply
l By IUD if a recipient matormily

fails to comply With the terms and con
WAons of an award

2 By HUD with the consent of the
recipient in which case the two parties
shall agree upon the termination con
ditions including the effective date
and in the casee of partial termination
the portion to be terminated
3 By the recipient upon sending to

HUD written notification setting forth
the reasons for such termination Lhe

effective date and in the ease of par
tial termination the portion to be ter
minated However if HUD determines
in the case of partial termination that
the reduced or modified portion o1 the
rant will not accomplish the purposes
for which the grant was made it may
terminate the grant in its entirety
under either paragraphs a1 or
of this section

h If costs are allowed under an
award the responsibilities of the re
cipient referred to in 1718includ
ing those for property management as
applicable shall be considered in the
termination of the award and provi
sion shall be made for continuing re
sponsibilities of the recipient after ter
mination as appropriate

8462 Enforcement

a Remedies for noncompliance If a re
cipient materially fails to comply with
the terms and conditions of an award
whether stated in a Federal statute
regulation assurance application or
notice of award HUD may in addition
to imposing any of the special condi
tions outlined in 8414 take one or
more of the following actions as appro
priate in the circumstances

47F

ATTACHMENT

PAGE Z OF I PAGES



Office of the Secretary HUD

1 Temporarily withhold cash pay
ments pending correction of the defi
ciency by the recipient or more severe
enforcement action byIIUD
2 Disallow that is deny both use of

funds and any applicable matching
credit for all or part of the cost of the
activity or action not in compliance
3 Wholly or partly suspend or ter

minate the current award
4 1A further awards for the

project or program
5 Tape other remedies that may be

legally available
b Hearings and appeals In taking an

enforcement action HUD shall provide
the recipient an opportunity for hear
ing appeal or other administrative
proceeding to which the recipient is en
titled wider any statute or regulation
applicable to the action involved
c Effects of suspension and ter771i

71atio7t Costs of a recipient resulting
from obligations incurred by the re
cipient durin a suspension or after
termination of an award are not allow
able unless HUD expressly authorizes
them in the notice of suspension or ter
mination or subsequently Other recipi
ent costs during suspension or after
termination which are necessary and
not reasonably avoidable are allowable
if paragraphs c1 and c2 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 noncancellable
2 The costs would be allowable if

the award were not suspended or ex
pired normally at the end of the fund
ing period in which the termination
takes effect

d Relatio7lship to debarment a72d sus
pC7isi0a The enforcement remedies
identified in this section including
suspension and termination do not
preclude a recipient from being subject
to debarment and suspension under
HUDs regulations at 2 CFR part 2424
see 8413

t59 FE 47011 Sept 13 1994 as amended at 72
PE 73492 Dec 27 2007

8472

Subpart DAfter the Award
Requirements

8470 Purpose
Sections 8971 tlu 8973 contain

closeout procedures and other proce
dares for subsequent disallowances and
adjustments

8471 Closeout procedures
a Recipients shall submit Within 90

calendar days after the date of comple
tion of the awrd all financial per
formance and other reports as required
by the terms and conditions of the
award HUD may approve extensions
when requested by the recipient
b Unless HUD authorizes an exten

sion a recipient shall liquidate all ob
ligations incurred under the av and not
later than 90 calendar days after the
funding period or the date of comple
tion as specified in the terms and con
ditions of the award or in HUD instruc
tions

c HUD shall make prompt payments
to a recipient for allowable reimburs
able costs under the award being closed
out

d The recipient shall promptly re
fund any balances of ulobligated cash
that HUD has advanced or paid and
that is not authorized to be retained by
the recipient for use in other projects
OMB Circular A129 governs unreturned
anhownts that become delinquent debts
e When authorized by the terms and

conditions of the award HUD shall
make a settlement for any upward or
downward adjustments to the Federal
share of costs after closeout reports are
received

f The recipient shall account for
any real and personal property ac
quired with Federal funds or received
from the Federal Government in ac
cordance with 8431 through 8437
g In the event a final audit has not

been performed prior to the closeout of
an award HUD shall retain the right to
recover all appropriate amount after
fully considering the recommendations
on disallowed costs resulting from the
final audit

k8472 Subsequent adjustments and
continuing responsibilities

a The closeout of an award does not
affect any of the following
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8473

Irhe right of JIM Ln Ilsnllnw nnsts
uI recover funds on ljoIasis of a

inter audit or other review

2 Tbe oldigotion of tile rrriiienL to
lolurn uy fuudt doe its a res1c11 of
later reinnrLrorraetforsor othor

1J 0Isaetioils

31 Audit roqufretliont in
4 PIoerty manafCemeni requlre

nunt in t3431 through 8937
5 R000rds retention as required in

84b3
hAfter closeout of anawarsl rola

tionship crodod under an award TIal
lx nlodifio1or elided in whole or in

purl with the consent of HUD and the
rocipiont provided the responsibilities
nf the recipient referred to in 847a
including those for property manage
ment as applicable are considered and
iIrovisions made for continuing respon
sibilitios of the recipient as appro
priate

8473 Collection of amounts due

a Any funds paid to a recipient in
excess of the amount to which the re

cipient is finally determined to be enti
tled under the terms and conditions of
the award constitute a debt to the Fed
eral Goverinrent If not paid within a
reasonable period after the demand for
payment HUD may reduce tbe debt by
paragraphs a1a2or a3of this
section

1 Making an administrative offset
against other requests for reimburse
ments

2 withholding advance payments
othorwise due to the recipient

3 Taking other action permitted by
Statute

b Except as otherwise provided by
law HUD shall charge interest on an
overdue debt in accordance with 4 CFR
Chapter II Federal Claims Collection
Standards

Subpart EUse of Lump Sum
Grants

8480 Conditions for use of Lump
Sum fixed price or fixed amount
grants

a Heads of awarding activities
HAAS shall determine and publish the
funding arrangement for award pro
grams having a published program reg
ulation or Notice of Funding Avail

24 CFP Subtitle A 41 11 Edition

iIli IIty Vol other awards discretion
may be provided to Crant Officers to
dctormine the funding arrangenlmton
a tonsaction basis 11 such oases
Grant 011icers shall document tiehasi
For selection of the funding arrarwr
anent in the negotiation record Appro
priate consideration to fixed umount
O wnp sum awards shall be made if on
or more of the following conditiow are
present
1 The HUD funding amount is defi

nitelS less than the total actual cost o
the project
2 The HUD funding amount loo not

exceed 11100000 or the small purchtlacr
tbreshold fixed at 41 USC 903 11
whichever is greater
3 The project scope is very specific

and adequate cost historical or unit
pricing data is available to establish a
fixed amount award with asburmice
that the recipient will realise no incre
ment above actual cost
b Reserved

8481 Definition

a A lump sum award is an award for
a predetermined amount as set forth
in the grant agreement which amount
does not vary with the amount of the
recipientsactual incurred costs Under
this type of award HUD does not pay
the recipient for its incurred costs but
rather for Completing certain defined
events in the work or achievement of
some other welldefined milestone

Some of the ways in which the grant
an may be paid are but are not
limited 10

1 In several partial payments the
amount of each agreed upon in ad
vance and the milestone or event
triggering the payment also agrees
upon in advance and set forth in the
grant
2 On a unit price basis for a defined

unit or units such as a housing coun
seling unit at a defined price or
prices agreed to in advance of perform
ance of the grant and set forth in the
grant or
3 In one payment at grant comple

tion

b The key distinction between a
lump sum and a cost reimbursement
grant is the lack of a direct relation
ship between the costs incurred by the
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recipient and the amount paicl by HUD
in the lump sum arrangement

8482 Provisions applicable only to
Jump sum grants

In addition to the provisions of this
subpart E subparts A and B of this
part apply to lump sum grants
a Financial 071d program manape

snertit Paragraphs b through e of this
section prescribe standards for finan
cial management systems methods for
making payments budget revision ap
provals and making audits
b Standards for financial management

systems 1 Records that identify ade
quately the source and application of
funds for federally sponsored activities
are required These records shall con
tain information pertaining to Federal
awards authorizations obligations
unobligated balances assets outlays
income and interest
2 Effective control over and ac

countability for all funds property and
other assets are required Recipients
shall adequately safeguard all such as
sets and assure they are used solely for
authorized purposes
3 Comparison of outlays with budg

et amounts for each award is required
5rlrenever appropriate financial infor
mation should be related to perform
ance and unit cost data

4 Where HUD guarantees or insures
the repayment of money borrowed by
the recipient HUD at its discretion
may require adequate bonding and in
surance if the bonding and insurance
requirements of the recipient are not
deemed adequate to protect the inter
est of the Federal Government
5 HUD may require adequate fidel

ity bond coverage where the recipient
lacks sufficient coverage to protect the
Federal Governmentsinterest

G where bonds are required in the
situations described above the bonds
shall be obtained from companies hold
ing certificates of authority as accept
able sureties as prescribed in 31 CFR
part 223 Surety Companies Doing
Business with the United States
c plyliient1 The standard cov

erning the use of banks and other instS
tutions as depositories of funds ad
vanced under awards is HUD shall not
require separate depository accounts
for funds provided to a recipient or es

8482

tablish any eligibility requirements fo
depositories for funds provided to a re
cipient However recipients must be
able to account for the receipt obliga
tion and expenditure of funds

2 Consistent with the national goal
of expanding the opportunities for
women owned and minorityovned
business enterprises recipients shall be
encouragecl to use women owned and
minorityowned banks a bank which is
ossnecl at least 50 percent Iwomen or
minority group members

d Revision of budget agid program
plaaas 1 The budget plan is the finan
cial expression of the project or pro
gram as approved during the award
process It may include either the Fed
eral and non Federal share or only the
Federal share depending upon HUD re
quirements It shall be related to per
formance for program evaluation pur
poses whenever appropriate

2 Recipients are required to report
deviations from program plans and re
quest prior approvals for midget and
program plan revisions in accordance
with this section

3 For nonconstruction awards re
cipients shall request prior approvals
from HUD for one or snore of the fol
oliing program or budget related rea
sons

i Change in the scope or the objec
tive of the project or program even if
there is no associated budget revision
requiring prior written approval
ii The need for additional Federal

funding
iii Unless described in the applica

tion and funded in the approved
awards the subaward transfer or con
tracting out of any work uncler an
award This provision does not apply to
the purchase of supplies material
equipment or general support services
4 No other prior approval require

ments for specific items may be im
posed unless a deviation has been ap
proved by OMB

5 Except for requirements listed in
paragraphsd3iandd310 of this
section HUD is authorized at its op
tion to waive cost related and admin
istrative prior written approvals re
quired by Circular A110 and OMB Cir
culars A21 and A122 Such waivers
may include authorizing recipients to
do any one or more of the following
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1 lnftlato a nneFinis wilensioll of
the expiration date of Lho award of up
to 12 months unless one or more of Ishe
following conditions apply For one
1inw oxtensions the recipient must no
IMy IIUD in writing with the sup
porting reasons aaui revised expiration
dateat least 10 days before the expira
Ciun daiespecified in the award This
action may be taken unless
A The terms and conditions of

award prohibit the extension
B The extension requires additional

Federal funds
C The extension Involves any

change in the approvod objectives or
scope of the project

0 For construction awards recipi
ents shall request prior written ap
proval promptly from HUD for budget
revisions whenever paragraphs d60
ord6iiof this section apply
iThe revision results from changes

in the scope or the objective of the
project or program
ii The need arises for additional

Federal funds to complete the project
7 No other prior approval require

ments for specific items may be im
posed unless a deviation has been ap
proved by OMB
8 when HUD makes an award that

provides support for both construction
and nonconstruction work HUD may
require the recipient to request prior
approval from HUD before making any
fund or budget transfers between the
two types of work supported
tNowFedeml audits 1 Recipients

and subrecipients that are institutions
of higher education or other nonprofit
organizations including hospitals
shall be subject to the audit require
ments contained in the Single Audit
Act Amendments of 1996 31USC7501

7507 and revised OMB Circular A133
Audits of States Local Governments
and Non Profit Organizations
iNonprofit organizations subject

to regulations in the part 200 and part
800 series of this title which receive
awards subject to part 84 shall comply
with the audit requirements of revised
OMB Circular A133 Audits of States
Local Governments and NonProfit Or
ganizations For HUD programs a
nonprofit organization is the mort
agor or owner as these terms are de
fined in the regulations in the part 200

24 CFR Subtitle A 4111 Edition

uld past 800 series MA not a related or
ffiliated orsanization or ontity
if Reserved
2 State and local governments shsd

he suhjetto the audit requiroment
contained in the Single Audit Act
AnnendTients of ING 31 USC 7501
7507 and revised OMB Circular A133
Audits of States Local Governments
and Non Profit Organizations

For profit hospitals not covered
by the audit provisions of revised OMB
Circular A133 shall be subject to t hew
audit requirements of the Foderal
awarrlingsgancies

A Commercial orgamizations rhail 1W
subject to the audit requirements Of
HUD or the prime recipient as incor
porated into the akard document

59 FR 47011 Sept 13 AM as amended at 62
FR 61017 Nov 18 1997 75 PR 41090 JuIY 1G
20101

8183 Property standards
a Prrpose of property standards

Paragraphs b through g of this sec
tion set forth uniform standards gov
erning management and disposition of
property furnished by the Federal Gov
ernment whose cost was charged to a
project supported by a Federal award
HUD shall require recipients to observe
these standards tender awards and shall
not impose additional requirements
unless specifically required by Federal
statute The recipient may use its own
property management standards an
procedures provided it observes the
provisions of paragraphs b through g
of this section

b Insurance coverage Recipients
shall at a minimum provide the equiv
alent insurance coverage for real prop
erty and equipment acquired with Fed
eral funds as provided to property
owned by the recipient Federally
owned property need not be insured un
less required by the terms and condi
tions of the award

c Real property HUD prescribes the
following requirements for recipients
concerning the use and disposition of
real property acquired in whole or in
part under awards
1Title to real property shall vest in

the recipient subject to the condition
that the recipient shall use the real
property for the authorized purpose of
the project as long as it is needed and
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shall not encumber the property with
out approval of HUD
2 The recipient shall obtain written

approval by HUD for the use of real
property in other federallysponsored
projects when the recipient determines
that the property is no longer needed
for the purpose of the original project
Use in otlier projects shall be limited
to those under federallysponsored
projectsie awards or programs that
have purposes consistent with those
authorized for support by HUD
d Federallyowned and exempt 9nop

erty1 Federallyowned property0
Title to fedemllyowned property remains
vested in the Federal GovernanentRecipi
ents shall submit annually an inven
tory listing of federallyowned prop
erty in their custody to HUD Upon
completion of the award or when the
property is no longer needed the re
cipient shall report the property to
HUD for further HUD utilization
ii If HUD has no further need for

the property it shall be declared excess
and reported to the General Services
Administration unless HUD has statu
tory authority to dispose of the prop
erty by alternative methods eg the
authority provided by the Federal
Technology Transfer Act 15USC3710
I to donate research equipment to
educational and nonprofit organiza
tions in accordance with EO 12821
Improving Mathematics and Science
Education in Support of the rational
Education Goals Appropriate in
structions shall be issued to the recipi
ent by HUD
2 Exempt property When statutory

authority exists HUD has the option
to vest title to property acquired with
Federal funds in the recipient without
further obligation to the Federal Gov
ernment and under conditions IIUD
considers appropriate Such property is
exempt property Should IIUD not
establish conditions title to exempt
property upon acquisition shall vest in
the recipient without further obliga
tion to the Federal Government
e Equipment 1 Title to equipment

acquired by a recipient with Federal
funds shall vest in the recipient sub
ject to conditions of this section
2 The recipient shall use the equip

ment in the project or program for
which it was acquired as long as need

8483

ed whether or not the project or pro
gram continues to be supported by Fed
eral funds and shall not encumber the
equipment without approval of HUD
1 the equipment is no longer need
ed for the original project or prograrn
the recipient shall use the equipment
in connection with its other federally
sponsored activities in the following
order ofpriority
i Activities sponsored by HUD

which funded the original project then
ii Activities sponsored by other

Federal awarding agencies
3 During the time that equipment is

used on the project or program for
which it was acquired the recipient
shall make it available for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the equip
ment was originally acquired First
preference for such other use shall be
given to other projects or prograrnis
sponsored by HUD that financed the
equipment second preference shall be
given to projects or programs spon
sored by other Federal awarding agen
cies If the equipment is owned by the
Federal Government use on other ac
tivities not sponsored by the Federal
Government shall be permissible if au
thorized by HUD
4 The recipientsproperty manage

ment standards for equipment acquired
with Federal funds and federally owned
equipment shall include all of the fol
lowing
iEquipment records shall be main

tained accurately and shall include the
following information
A A description of the equipment
B Manufacturers serial number

model number Federal stock number
national stock number or other identi
fication number
CSource of the equipment includ

ing the award number
D Whether title vests in the recipi

ent or the Federal Government
E Acquisition elate or date re

ceived if the equipment was furnished
by the Federal Government and cost
F Location and condition of the

equipment and the date the informa
tion was reported
iiEquipment owned by the Federal

Government shall he identified to indi
cate Federal ownership
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tiih A nl 001ip
n11111 shall lie taron and th results
rr00ruiled with the equipinont rnnords
ai lnast once over two years Any Ili
forcuros hetween quarafities loter
nmod by the physical inspection and
ttaosr showy in the awcounting records
slu11 be illvestigatedW determine the
causes of the difference The recipient
A11111 in Coll noctioil with the invon
Cory verify the existence current uti
iization and continuod need Ior the
nquipmont
iv A control systom shall he in of

fool to insure adequate safeguards to
prevent loss damage or theft of the
equlpment Any loss damage or theft
of equipment shall be investigated and
fully documented if the equipment was
owned by the Federal Government the
recipient shall promptly notify HUD
v Adequate maintenance procedures

shall be implemented to keep the
equipment in good condition

5 HUD may reserve the right to
transfer the title to the Federal Gov
ernment or to a third party named by
the Federal Government when such

third party is otherwise eligible under
existing statutes Such transfer shall
he subject to the following standards
i The equipment shall he appro

priately identified in the award or oth
erwise made known to the recipient in
smiting
it HUD shall issue disposition in

structions within 120 calendar days
after receipt of a filial inventory The
final inventory shall list all equipment
acquired with grant funds and feder
a11yowned equipment If HUD fails to
issue disposition instructions within
the 120 calendar day period the recipi
ent shall apply the standards of this
section as appropriate
iii When HUD exercises its right to

take title the equipment shall be sub
ject to the provisions for federally
owned equipment

f Intangible property 1 The recipi
ent may copyright any work that is
subject to copyright and was devel
oped or for which ownership was pur
chased under an award HUD reserves
a royaltyfree nonexclusive and irrev
ocable right to reproduce publish or
otherwise use the work for Federal pur
poses and to authorize others to do so

24 CPR Subtitle A 4111 Edition

2 Rocipionts Irrsulject to applica
11 roguhitions governing patent and
inventions including gownnIll Gil wide
regulLffons issued by the Depaxtmamt
of Commeroo at 37 CFR part 101
Rights to Inventions Made Iy Non
prcfit Organizations and Small I3usi
ness Firms Cinder Government Grants
Contracts and Cooperative Agree

nlentS

3 Unless waived by HUD the Fed
eral Government bas the right to Para
graphs flMM and MMifof this sec
tion

J Obtain reproduce publish ot oth
erwise use the data first Producer
undew an award

it Authorize others to receive re
produce publish or otherwise use such
data for Federal purposes
4 Title to intangible property and

debt instruments acquired under an
award or subaward vests upon acquisi
tion in the recipient The recipient
shall use that property for the origi
nallyauthorizedpurpose
g Property trust relationsltzp ReaJ

property equipment intangible Prop
erty and debt fnstruments that are ac
quired or improved with Federal funds
shall he held in trust by the recipient
as trustee for the beneficiaries of the
project or program under which the
property was acquired or improved
IIUD may require recipients to record
liens or other appropriate notices of
record to indicate that persona or real
property has been acquired or improved
with Federal funds and that use and
disposition conditions apply to the
property

8484 Procurement standards

a Purpose of procurement standards
Paragraphs b through i of this sec
tion set forth standards for use by re
cipients in establishing procedures for
the procurement of supplies and other
expendable property equipment real
property and other services with Fed
eral funds These standards are fur
nished to ensure that such materials
and services are obtained in an effec
tive manner and in compliance with
the provisions of applicable Federal
statutes and executive orders No addi
tional procurement standards or re
quirements shall be imposed by HUD
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upon recipients unless specifically re
quired by Federal statute or executive
order or approved by 01113
b Recipic7it7The

standards contained in this section do
not relieve the recipient of the con
tractual responsibilities arising under
its contracts The recipient is the re
sponsible authority without recourse
to HUD regarding the settlement and
satisfaction of all contractual and ad
ministrative issues arising out of pro
curements entered into in support of
an award or other agreement This in
cludes disputes claims protests of
award source evaluation or other mat
ters of a contractual nature It4atters
concerning violation of statute are to
be referred to such Federal State or
local authority as may have proper ju
risdiction
c Codes of conduct The recipient

shall maintain written standards of
conduct governing the performance of
its employees engaged in the award and
administration of contracts No em
ployee officer or agent shall partici
pate in the selection award or admin
istration of a contract supported by
Federal funds if a real or apparent con
flict of interest would be involved
Such a conflict would arise when the
employee officer or agent any mem
ber of his or her immediate family his
or her partner or an organisation
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 em
ployees and agents of the recipient
shall neither solicit nor accept gratu
ities favors or anything of monetary
value from contractors or parties to
subagreeinents However recipients
lnay set standards for situations in
which the financial interest is not sub
stantial or the gift is an unsolicited
item of nominal value The standards
of conduct shall provide for discipli
nary actions to be applied for viola
tions of such standards 13officers em
ployees or agents of the recipient
d Competition All procurement

transactions shall be conducted in a
manner to provide to the maximum
extent practical open and free com
petition The recipient shall be alert to
organizational conflicts of interest as
well as noncompetitive practices

8484

among contractors that miry restrict
m eliminate competition mr otherNvise
restrain trade In order to ensure objec
tive contractor performance and elimi
nate unfair competitive advantage
contractors that develo or draft speci
fications requirements statements of
work invitations for bids andor re
quests for proposals shall be excluded
from competing for such procurements
Awards shall be made to the bidder or
offeror whose bid or offer is responsive
to the solicitation and is most advan
tageous to the recipient price quality
and other factors considered The other
factors shall include the bidders or
offerors compliance with Section 3 of
the Housing and Urban Development
Act of 1968 12 USC1701u hereafter
referred to as Section 3 Section 3
provides that to the greatest extent
feasible and consistent with existing
Federal State and local laws and reg
ulations economic opportunities gen
erated by certain HUD financial assist
ance shall be directed to low and very
low income persons Solicitations shall
clearly set forth all requirements that
the bidder or offeror shall fulfill in
order for the bid or offer to be evalu
ated by the recipient Any and all bids
or offers may be rejected when it is in
the recipientsinterest to do so

e Procua procedures 1 All re
cipients shall estal7lisb written pro
curement procedures These procedures
shall provide for at a minimum that
paragraphs e1ie1ii and

e1iiiof this section apply
iRecipients avoid purchasing un

necessary items
iiWhere appropriate an analysis is

made of lease and purchase alter
natives to determine which would be
the most economical and practical pro
curement for the recipient
iii Solicitations for goods and serv

ices provide for all of the following
A 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

B Requirements which the bidder
offeror must fulfill and all other fac
tors to be used in evaluating bids or
proposals

483

ATTACHMENT

PAGE 3 n nA rn I



G 8484

M A dcw111 tion vhcnevm
FIadde of tmcbuica refuirements in
icrms of functions to bo performed or
Ierformanoe required including the
range oiacooptfl ile characteristics or
minimum aceeptalle standards
fThe specific features of brand

name or equal descriptions that bid
101 are required to meet when such
itnns are included in the solicitation
P Tile acceptance to the extent
praoiicable and economically feasible
of products and services climersionod 11
tlio metric system of measurement
P Preference to the extonit prac
1icable and economically feasible for
products and services that conserve
naYural resources and protect the envi
ronment and are energy efficient
2 Positive efforts shall be made by

recipients to utilize small businesses
minorityowned firms and womens
business enterprises whenever pos
sible Recipients of Federal awards
shall take all of the following steps to
further this goal
iEnsure that small businesses mi

nority owned firms and womensbusi
ness enterprises are used to the fullest
extent practicable
ii Make information on forth

coming opportunities available and ar
range time frames for purchases and
contracts to encourage and facilitate
participation by small businesses mi
nority owned firms and womensbusi
ness enterprises
iiiConsider in the contract process

whether firms competing for larger
contracts intend to subcontract with
small businesses minorityowned
firms and womens business enter
prises
fv Encourage contracting with con

sortiums of small businesses minority
owned firms and womens business en
terprises when a contract is too large
for one of these firms to handle individ
ually
v Use the services and assistance as

appropriate of such organizations as
the Small Business Administration and
the Department of CommercesMinor
ity Business Development Agency in
the solicitation and utilization of
small businesses minority owned firms
and womens business enterprises
3The type of procuring instruments

used egfixed price contracts cost

24 CFR Subtitle A 4111 Edition

rcinfnnssPecontracts purchase or
ders and inccnntive contracts ball he
delerntined by the recipient hat shall
heappropriatefor the particular pro
curemem and for promoting Ihc hct
interest of the program or proim 1 in
volved The Of

coat or percentage of construction
cost methods of contracting shailrioj
be used

4 Contracts shall be made only w1111
responsible contractors who possess
the potential ability to perform auc
cessfully under the terms and mndl
tions of the proposed procrxromcnt
Considoratfoil shall be given to such
matters as contractor integrity com
plianoe with public policy including
where applicable Section 3 01 the
Housing and Urban Development Act of
19611 12 USC 17o1u record of past

performance and financial and tech
nical resources or accessibility to other
necessary resources In certain cir
cumstances contracts with certain
parties are restricted as set forth at 2
CFR part 2424
5Recipients shall on request make

available for the Federal awardinf
agency pre award review and procure
ment documents such as requestf for
proposals or invitations for bias inde
laendent cost estimates etc when any
of the following conditions apply
fA recipientsprocurement proce

dures or operation fails to comply with
the procurement standards in HtiDs
implementation of Circular A110
ii The procurement is expected to

exceed sloo000 or the small purchase
threshold fixed at 41 USC 403 11
whichever is greater and is to be
awarded without competition or only
one hid or offer is received in response
to a solicitation

iii The procurement which is ex
pected to exceed the small purchase
threshold specifies a brand name
product
iv The proposed award over the

small purchase threshold is to be
awarded to other than the apparent
low bidder under a sealed hid procure
ment

v A proposed contract modification
changes the scope of a contract or in
creases the contract amount by more
than the amount of the small purchase
threshold
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f Cost and price analysis Some fora
of cost or price analysis shall be made
arld docwnented in the procurement
files in connection with every procure
ment action Price analysis may be Re
complishod in variouss wags including
the comparison of price quotations sub
mitted market prices and similar indi
cia together with discounts Cost anal
ysis is the review and evaluation of
each element of cost to determine rea
sonableness allocability and allow
ability
g Procurement records Procurement

records and files for purchases in ex
cess of the small purchase threshold
shall include the following at a min
imum

1 Basis for contractor selection
2 Justification for lack of conpeti

tion when competitive bids or offers
are not obtained and
3 Basis for award cost or price
hContract administration A system

for contract administration shall be
maintained to ensure contractor con
formance with the terms conditions
and specifications of the contract and
to ensure adequate and timely follow
up of all purchases Recipients shall
evaluate contractor performance and
document as appropriate whether con
tractors have met the terms condi
tions and specifications of the con
tract

iContract provisions The recipient
shall include in addition to provisions
to define it sound and complete agree
ment the following provisions in all
contracts The following provisions
shall also be applied to subcontracts
1 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 as may be appro
priate
2 All contracts in excess of the

small purchase threshold shall contain
suitable provisions for termination by
the recipient including the manner by
which termination shall be effected
and the basis for settlement In addi
tion such contracts shall describe con
ditions under gljch the contract may
be terminated for default as well as

8484

conditions where the contract may be
terminated because of circumstances
beyond the control of the contractor
3 Except as otherwise required by

statute an award that requires the
contracting or subcontracting for
construction or facility improvements
shall provide for the recipient to follow
its own requirements relating to bid
guarantees performance bonds and
payment bonds unless the construction
contract or subcontract exceeds

100000 For those contracts or sub
contracts exceeding 5100000 HUD may
accept the bonding policy and require
ments of the recipient provided HUD
has made a determination that the
Federal Governmentsinterest is ade
quately protected If such a determina
tion has not been made the minimum
requirements shall be as follows
iA bid guarantee from each bidder

equivalent to five percent of the bid
price The bid guarantee shall con
sist of a firm commitment such as a
bid bond certified check or other ne
gotiable instrument accompanying a
bid as assurance that the bidder shall
upon acceptance of his bid execute
such contractual documents as may be
required within the time specified
ii A performance bond on the part

of the contractor for 100 percent of the
contract price A performance bond
is one executed in connection with a
contract to secure fulfillment of all the
contractors obligations under such
contract
iii A payment bond on the part of

the contractor for 100 percent of the
contract price A payment bond is
one executed in comnection with a con
tract to assure payment as required by
statute of all persons supplying labor
and material in the execution of the
work provided for in the contract
iv Where bonds are required in the

situations described herein the bolds
shall be obtained from companies hold
ing certificates of authority as accept
able sureties pursuant to 31 CFr part
223 Surety Companies Doin Business
with the United States
4 All negotiated contracts except

those for less than the small purchase
threshold awarded by recipients shall
include a provision to the effect that
the recipient HUD the Comptroller
General of the United States or any of
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their duly authorlroclrcprcsrrllativas
ha11 Puvc ucross to any luoks docu
nlcmLc pnpers and racoals ol Ibe con
LrcLUr which arc rlhectJy Ilerllnent Po

qwc ie program for 1w purpose of
nlIriig auditsenrrlinal ions excerpts

rul transorlpti oil s
5 All contrasts including small pur

chases warded by recipients and Oeir
noiltalctors shall contain the procure
ment provisions of appendix A to this
rule LS applicable

541 17011 tioDt 13 14H14 as amondod M 72
WN 73402 Doc 27 21107

9A85 Reports lurcl records
cal Purpose of reports and records

Paragraphs h and c of this section
set fortll the procedures for monitoring
anlreporting on the recipientsfinan
cia and program performance and the
necessary standard reporting forms
They also set forth record retention re
quirements
b Monitoring and repoltialgprogram

performance 1 Recipients are respon
sible for managing and monitoring
each project program subaward func
tion or activity supported by the
award Recipients shall monitor sub
awards to ensure subrecipients have
met the audit requirements as delin
eated in

2 The Federal awarding agency
shall prescribe the frequency with
which the performanoe reports shall be
submitted Except as provided in para
graph b6 of this section perfoml
aalce reports shall not he required more
trequeutly than quarterly or less fre
quently than annually Annual reports
shall be due 90 calendar days after the
grant year quarterly or semi annual
reports shall be due 30 days after the
reporting period The Federal awarding
agency may require annual reports be
fore the anniversary dates of multiple
year awards in lieu of these require
ments The final performance reports
are due 90 calendar days after the expi
ration or termination of the award

3 If inappropriate a final technical
or performance report shall not be re
gaired after completion of the project
4 When required performance re

ports shall generally contain for each
award brief information on each of the
following

24 CFP Subtitle p 4111 Edition

c A conlprison of actual aaconl
plishrnellts with tbe gols and ohjecs
tives established Ior the period tile
findings of the invosiigator or fucth
Vlbenover approprlaUo axl 1hc output
of programs ol projects call he roAilp
quantiflod such quantittiVe dnta

should he relrated to cost data for com
putation of unit costs
ii Reasons why estahlislled goals

were not met if appropriate

5 Recipients shall not be r6g1lired to
submit more than the original and two
nopiel of perlblmalloereports
iItecipients shall hnmediately rlo

tify HUD of deveopments that have a
significant impact on the awardsup
ported activities Also notification
Shall be given in the case of problems
delays or adverse conditions which
materially impair the ability to meet
the objectives of the award This notifi
cation shall include a statement of the
action taken or contemplated and any
assistance needed to resolve the situa
tion

7 HUD tnay make site visits as
needed

0 HUD shall comply with clearance
requirements of 6 CFR part 7320 when
requesting performance data from re
cipients
c Rctentio7l and access requirement

for records 1 This paragraph c setF
forth requirements for record retentior
and access to records for awards to re
cipients Federal awarding agencies
shall not impose any other record re
tention or ocess requirements upon
recipients
2 Financial records supporting doc

uments statistical records and all
other records pertinent to an award
shall be retained for a period of three
years from the elate of submission of
the final expenditure report or for
awards that are renewed quarterly or
annually from the date of the submis
sion of the quarterly or annual finan
cial report as authorized by HUD The
only exceptions are the following
iIf any litigation claim or audit is

started before the expiration of the 3
year period the records shall be re
tained until all litigation claims or
audit findings involving the records
have been resolved and final action
taken
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ii Itiecords for real property and
equipment acquired witll Federal funds
shall be retained for 3 years after final
disposition
iii jArhen records are transferred to

or maintained 13 the Federal awarding
agency the 3 year retention require
ment is not applicable to the recipient
3 Copies of original records may be

substituted for the original records if
authorized by HUD
4 HUD shall request transfer of cer

tain records to its custody from recipi
ents when it determines that the
records possess long term retention
value However in order to avoid dupli
cate recordkeeping HUD may inake ar
rangements for recipients to retain any
records that are continuously needed
for joint use
5 HUD the Inspector General

Comptroller General of the United
States or any of their duly authorized
representatives have the right of time
ly and unrestricted access to any
books documents papers or other
records of recipients that are pertinent
to the awards in order to make audits
examinations excerpts transcripts and
copies of such documents This right
also includes timely and reasonable ac
cess to a recipients personnel for the
purpose of interview and discussion re
lated to such documents The rights of
access in this paragraph c5 are not
limited to the required retention pe
riod but shall last as long as records
are retained

6 Unless required by statute HUD
shall not place restrictions on recipi
ents that limit public access to the
records of recipients that are pertinent
to an award except when HUD can
demonstrate that such records shall be
kept confideaitial and would have been
exempted from disclosure pursuant to
the Freedom of Information Act 5
USC552 if the records had belonged
to HUD

8486 Termination and enforcement
a Terrnination 1 Awards may be

terminated in whole or in part only if
paragraphs a1ia1ii or

a1iiiof this section apply
iBy HUD if a recipient materially

fails to comply with the terms and con
ditions of an award

8486

ii By HUD with the consent of tike
recipient in vrhich case the two parties
shall agree upon the termination con
ditions including the effective date
and in the case of partial termination
the portion to be terminated
iii By the recipient upon sending to

HUD written notification setting forth
the reasons for such termination the
effective date and in the case of par
tial termination the portion to be ter
minated However if HUD determines
in the case of partial termination that
the reduced or modified portion of the
grant will not accomplish the purposes
for which the grant was made it may
terminate the grant in its entirety
under either paragraphs a1ior
a1iiof this section
2 If costs are allowed under an

award the responsibilities of the re
cipient referred to in 8487a1 in
cluding those for property management
as applicable shall be considered in the
termination of the award and provi
sion shall be made for continuing re
sponsibilities of the recipient after ter
mination as appropriate

3 If costs are allowed the cost prin
ciples in 8427 apply even though the
award was made on a lumpsuns basis
Alternatively a termination settle

ment may be reached by prorating the
grant amount against the percentage
of completion or by some other method
as determined by the Grant Officer as
long as the method used results in an
equitable settlement to both parties
b Enforcemenl1 Remedies for 71071

cmipliance If a recipient materially
fails to comply with the terms and con
ditions of an award whether stated in
a Federal statute regulation assur

nace application or notice of award
HUD may in addition to imposing any
of the special conditions outlined in

take one or more of the fol

lowing actions as appropriate in the
circumstances
iTemporarily withhold cash pay

ments pending correction of the defi
ciency by the recipient or more severe
enforcement action by HUD
ii Wholly or partly suspend or ter

minate the current award
iii Withhold further awards for the

project or program
iv Take other remedies that maybe

legally available
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2 llearnws and oplwul 11 IlikIn an
onforonuultaiflotl FND shall provide
thn recipient art opportunity lot hcar
mjp appofd or other sidlllinistrative
rIOQodiug to which the roaipient Js on
IIthid under any statute or regulation
rpphcahle to the action Invovod

3 Ljects of mspensiov and tentli
rirtio7t Costs of a rocipient resulting
front ohligptirnis incurred by the re
cipient during a suspension or after
termination of an award are not allow
11eunless HUD expressly authorizes
them In the notice of Suspension or ter
minatiollor subsequently Other recipi
ent costs during suspension or after
termination which are 11eeNSary alld
not reasonably Voidable are allowable
if paragraphs lh3iand 0b3ii1 of
this section apply
i The oosts 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 noncancellable
if The costs would lie allowable if

Mie award were not suspended or ex
pired normally at the end of the fund
ing period in which the termination
takes effect

4 Relationship to debarment aitd sus
pension The enforcement remedies
identifiecl in this section including
suspension and termination do not
preclude a recipient from heing subject
to debarment and suspension ufuler
HUDsregulations at 2 CFR part 2424
see 8413

59 FR 47011 Sept 13 1994 as amended at 72
PP 73992 Dec 27 2007

fi 9487 Closeout procedures subse

quent adiustinents and continuing
responsibilities

a Closeout procedures 1Recipients
shall submit within 90 calendar days
after the date of completion of the
award all financial performance and
other reports as required by the terms
and conditions of the award HUD may
approve extensions when requested by
the recipient
2 The recipient shall account for

any real and personal property ac
quired with Federal funds or received
from the Federal Government in ac
cordance with 8483bthrough g

24 CFR Subtitle A 41 11 Edition

iliSuhewquenladjusfnlmtsand con
tIwbngrerponsihilities1 The closeout
of an award doer not affect anp of the
following

i Auditreluirementr in5
if Property nianW101110M 10011

nlentr in 48483hthroukdi g
MI Re cords retention ar roquirwi in
8463

2Aftor closeout of an award a 118

tlonship created under an award nrry
be nlodifddor ended In whole or in
part with the consent of IIUD and the
recipintprovided the rosponsibiities
of that recipient are considerod and pro
visiomr made for continuing Nc glon
sihilitias of the recipient as apprn
priate

APPLNDIx A Tn PA1zT84Co
PROVISIONS

All contracts awarded by a recipient in
cluding small purchases shall Contain the
following provisions as applicable

1 Equal Employment OpportunityAl con
tracts shall contain a provision requiring
complianoe with E 0 11246 EqualEmploy
ment Opportunity as amended by EO
11375 Amenling Executive Order 11246 Re
lating to Equal b7mploymenl 0pportuuity
anIas supplomonted by regulations o I
CPR part io office of Federal Contract
Compliance Programs Equallmploynlow
Opportunity Department of Labor

2 Copeland AntiKickback ttat Ill
074 and 40 USC 2711cAll contracts an 11111
grants In excess of 12000 for construotion or
repair awarded by recipients and subreeipi
ents shall include a provision for compliance
with the Copeland Anti Kickback Hot 10
USC 074 as supplemented by Department
of Labor regulations 2fl CFR part 3 Con
tractors and Subcontractors on Public Build
ing or Public work Financed in whole or in
Part by Loans or Grants from the united
States The Act provides that each acm
tractor or subrecipient shall be prohibited
from inducing by any means any person
employed in the construction completion or
repair of public work to give up any part of
the compensation to which he is otherwise
entitled The recipient shall report 0 sus
pected or reported violations to HUD

3 Davis Bacon Act as amended 40 USC
276x too7Whenhen required by Federal pro
gram legislation all construction contracts
awarded by the recipients and subrecipionfs
of more than X2000 shall include a provision
for compliance with the DavisBacon Act 40
USC 2769 to a7 and as supplemented by
Department of Labor regulations 29 CFR
part 5 Labor Standards Provisions Applica
ble to Contracts Governing Federally Fi
nanced and Assisted Construction Under
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Will Act contractorsshall be rcgnired to pay
wages Lc laborer and Incelhanics al fl rate
not less than the mininnnn wages specified
in it wage determination made by the Sec
retary of Labor In addition contractors
shall he required to pay wages not less than
once it week The recipient shall place a copy
of the currentpevailing wage determination
issued by the Department of Labor in each
solicitation allot the award of a contract shall
be conditioned upon the acceptance of the
wage determination The recipient shall re
port all suspected or reported violations to
HUD
4 Contract Wort Hotpa and Satetal Standards

Act 40 USC327 throv0333 Where appli
cable all contracts awarded by recipients in
excess of S2000 for construction contracts and
in excess of S2500 for other contracts that in
volve the employment of mechanics or abor
ers shall include a provision for compliance
with Sections 102 and 107 of the Contract
Work Hours and Safety Standards Act 40
USC 3327333 as supplemented by Depart
ment of Labor regulations 29 CFP part 5
Under Section 102 of the Act each con
tractor shall be required to compute the
wages of every mechanic and laborer on the
basis of a standard workweek of 40 hours
Work in excess of the standard workweek is
permissible provided that the worker is com
pensated at a rate of not less than 1itimes
the basic rate of pay for all hours worked in
excess of 40 hours in the workweek Section
107 of the Act is applicable to construction
work and provides that no laborer or me
chanic shall be required to work in sur
roundings or under working conditions
which are unsanitary hazardous or dan
gerous These requirements do not apply to
the pwchases of supplies m materials or ar
ticles ordinarily available on the open mar
ket or contracts for transportation or trans
mission of intelligence

5 Ptiplats to laanentions Made Under a Con
tract or ApreeutentContracts or agreements
for the performance of experimental devel
opmental or research work shall provide Im
the rights of the Federal Government and
the recipient in any resulting involution in
accordance with 37 CRP part 401 Rights to
Inventions Made by Nonprofit Organizations
anti Small Business Firms Under Govern
ment Grants C011tracts and Cooperative
Agreements and any implementing regula
ti oils issued by lIUD

6 Clean Air Act 42 USC7 el seq gaol
the Federal Water Pollution Cenirnl Act 33
USC 1251 el seq as amendedContracts
and subgrants of amounts in excess of
S100000 shall cmitain a provision that re
quire the recipient to agree to comply with
a applicable standards orders aY regula
tions issued pursuant to the Clean Air Act
42 USC7401 et seJ and the Federal Water
Pollution Control Act as amended 33 USC
1251 el segJ Violations shall be reported to

P1 85

IIUD and the Regional Office of the Environ
mental Protection Agenoy EPA

7 Byr1AntiLobblina Amendment 3 USC
1352 Contractors who apply m bid to an
award of 5100000 m more shall file the re
quired certification Each tier certifies to
the tier above that it will not and has not
used Federal appropriated funds to pay any
person ormganizationfor influencing or at
tempting to influence an officer or employee
of ant agency a inember of Congress officer
or employee of Congress or an employee of a
member of Congress in connection with ob
taining any Federal contract grant or any
other award covered by 31 USC 1352 Each
tier shall also disclose any lobbying wit
non Federal fonds that takes place in con
nection with obtaining any Federal award
Such disclosures are forwarded from tier to
tier up to the recipient

59 FP 47011 Sept 13 1994 as amended at 72
FP 73493 Dec 27 2007

PART 85ADMINISTRATIVE RE

QUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO
STATE LOCAL AND FEDERALLY
RECOGNIZED INDIAN TRIBAL

GOVERNMENTS

Subparl AGeneral

Sec
851 Purpose and scope of this part
852 Scope of subpart
853 Definitions

854 Applicability
855 Effect on other issuances
850 Additions and exceptions

Subpart 13Pre Award Requirements
8510 Forms for applying for grants
8511 State plans
8512 Special grant o subgranl conditions

for Highrisk grantees

Subpart CPost Award Requirements
FliAIQOIAL ADAIINISTRATION

8520 Standards for financial management
systems

8521 Payment
8522 Allowable costs

8523 Period of availability of funds
8524 NaLchngm cost sharing
8625 Program income

8526 IvonFederal audit

CaANGES PROPPIUrY AND SUBAWAIMS

8530 Changes

8531 steal property
8532 Equipment
863 Supplies
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3 Indirect cost allocations nor using rates
In certain situations e governmental unit
be of the nature of its ativards may be
required to develop a cost allocation plan
that distributes indirect and in some cases
direct costs to the specific funding sources
In these cases e narrative cost allocation
methodology should be developed docu
mented maintained for audit or submitted
as appropriate to the cognizant agency for
review negotiation and approval

4 Appeals If a dispute arises in It negotia
tion of an indirect cost rate or other rate
between the cognizant agent and the Rov
erinnenta unit the dispute shall be resolved
in accordance with the appeals procedures of
the cognizant agency

5 Collection of unallowable costs and erro
neous payments Costs specifically identified
as unallowable and charged to FederaJ
awards either directly or indirectly will be
refunded including interest chargeable in
accordance with applicable Federal agency
regulations

6 OMB assistance To the extent that prob
lems are encountered among the Federal
agencies andor governmental units in con
nection with the negotiation and approval
process olviB will lend assistance as re
quired to resolve such problems in a timely
manner

PARTS 226 229 RESERVED

PART 230COST PRINCIPLES FOR
NON PROFIT ORGANIZATIONS
OMB CIRCULAR A122

Sec
2305Purpose

23010 Scope
23015 Policy

23020 Applicability
23025 Definitions

23030 OMB responsibilities
23D35 Federal agency responsibilities
23040 Effective late of changes
23045 Relationship to Previous issuance
23050 Information Contact

APPENIM A TO PART 230 GENERAL PRrn
cIPLEs

APPEhDD B TO PART 230 SELECTED ITEMS OF
COST

APPENDrl C 11 PART 230IgOICPROFIT ORGA
NIZATIONS NOT SUBJEOT To THIS PART

AUTHORITY 31 USC503 31 USC1111 41
USC905 Reorganization Plan ho 2 of 1970
011541 35 FR 10737 3 CFR 19061970 p 939

SouapE 70 FR 51927 Aug 31 2005 unless
otherwise noted

2 CFR Ch II 1109Edition

235 Purpose

This part establishes principles ior
determining costs of grants contracts
and other agreements with nonprofit
Orgarlizatioils

23010 Scope

a This part does not apPly to col
leges and universities which are cov
ered by 2 CFR part 220 Cost Principles
for Educational Institutions 010B Ch
cular A21 State local and federally
recognized Indian tribal governments
which are covered by 2 CFR part 225
Cost Principles for State Local and
Indian Tribal Governments OMB Cir
cular A87 or hospitals
b The principles deal with the sub

ject of cost determination and make
no attempt to identify the cir

cumstances or dictate the extent Of
agency and non profit organization
participation in the financing of a par
ticular project Provision for profit or
other increment above cost is outside
the scope of this part

23015 Policy

The principles are designed to pro
vide that the Federal Government bear
its fair share of costs except where re
stricted or prohibited by law The prin
ciples do not attempt to prescribe the
extent of cost sharing or matching on
grants contracts or other agreements
However such cost sharing or nlateb
illg shall not be accomplished through
arbitrary liinitatiolls on individual
cost elements by Federal agencies

23020 Applicability
a These principles shall be used by

all Federal agencies in determining the
costs of work performed by nonprofit
organizations under grants coopera
tine agreements cost reimbursement
contracts and other contracts in which
costs are used in pricing administra
tion or settlement All of these instru
ments are hereafter referred to as
awards The principles do not apply to
awards under which an organization is
not required to account to the Federal
Government foraetua costs incurred
b All cost reimbursement sub

awards sub WAS subcontracts etc
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ara sutijeci to those Vmoera cost prin
riplesapplicahle to the partirntlaror
ganization concerned Thus if a

sullward is to a non profit organiza
1icn this part shall apply if 1
suliavard is to a commercial orgai a

tion tlw cost principles applicable to
conuTiereialconcerns shall apply if a
stfg yard is to a college or university
2 CFR part 220 shall apply If a
suhawarcl is to a State local or foder
al1y recognized Indian tribal povorn
ment 2 CFR part 225 shall apply
c Exclusion of some non profit or

milizations Some non profit organiza
tions because of their size and nature
of operations can be considered to be
similar to commercial concerns for

purpose of applicahility of cost prin
ciples Such non profit organizations
shall operate under Federal cost prin
ciples applicable to commercial con
cerns A listing of these organizations
Icontained in Appendix C to this part
Other organizations may be added from
time to time

23025 Definitions

a Nonprofit organization means
any corporation trust association no
operative or other organization which
IIs operated primarily for sci

entific educational service chari
tal le or similar purposes in the public
interest

2 Is not organized primarily for
profit and
3 Uses its net proceeds to maintain

improveandJor expand its operations
For this purpose the term nonprofit
organization excludes colleges and
universities hospitals State local
and federallyrecognized Indian tribal
governments and those non profit or
ganizations which are excluded from
coverage of this part in accordance
with 23020c
bPrior approval means securing the

awarding agencys permission in ad
vance to incur cost for those items
that are designated as requiring prior
approval by the part and its Appen
dices Generally this permission will be
in writing Where an item of cost re
quiring prior approval is specified in
the budget of an award approval of the
budget constitutes approval of that
cost

3030 OMZ3 responsibilities

e23050

OMB may grant exceptions to tho re
quireroents of this part Wbon permis
sible under existing law however rn
the interest of achieving maximum
uniformity exceptions will he per
mitted only in highly unusual cir
cnn9sta11Ces

123035 Federal agency responsibil
ities

The head of each Federal agency thal
awards and administers grants 1111
agraoments subject to this part is re
spousihle for requesting approval from
andor consulting with OMB as appli
cable for deviations from the guidance
in the tppondicos to this part and per
forming the applicable functions speci
fied in the appendices to this part

f23040 Effective date of changes

The provisions of this part are effec
tive August 31 2005 Implementation
shall be phased in by incorporating the
provisions into new awards made after
the start of the organizationsnext fis
cal year For existing awards the new
principles may be applied if an organi
zation and the cognizant Federal aF err
cy agree Earlier implementation or a
delay in implementation of indivilua
provisions is also permitted by mutual
agreement between an organization
and the cognizant Federal agency

23045 Relationship to previous
issuance

a The 1uidance in this part pre
vicusly was issued as OMB Circular A
122 Appendix A to this part contains
the guidance that was in Attachment A
general principles to the 01VIB cir
cular Appendix B contains the guid
ance that was in Attachment B se
lected items of cost to the OMB cir
cular and Appendix C contains the in
formation that was in Attachment C
non profit organizations not subject to
the Circular to the OMB circular
b Historically OMB Circular A122

superseded cost principles issued by in
dividual agencies for non profit organi
zations

23050 Information contact

Further information concerning this
part may be obtained by contacting the
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Office of Federal Financial Manage
ment OMB WmIlinnton DC 20503
telephone 202 3953993

APPENDD A TO PART 230GENJRAL
PRINCIPLES

GENDRAL PRIICf7LN

TABLE OF CONTENTS

A Basic Considerations
1 Composition of total costs
2 Factors affecting allowability of costs
3 Reasonable costs
4 Allocable costs

5 Applicable credits
6 Advance understandings
7 Conditional exemptions

B Direct Costs
C Indirect Costs
D Allocation of Indirect Costs and Deter

mination of Indirect Cost Rates
1 General

2 Simplified allocation method
3 Multiple allocation base method
4 Direct allocation method
5 Special indirect cost rates

E Negotiation and Approval of Indirect Cost
Rates

1 Definitions

2 Negotiation and approve of rates
GNNPRAL PRINCIPLES

A Basic Considerations

1 Composition of total costs The total
cost of an award is the sum of tine allowable
direct and allocable indirect costs less any
applicable credits

2 Factors affecting allowability of costs
To be allowable under an award costs must
meet the following general criteria

a Be reasonable for the performance of the
award and be allocable thereto under these
principles

b Conform to any limftatfons o exclu
sions set forth in these principles Or in the
award as to types or amount of cost items

C Be consistent with policies and proce
dures that apply uniformly to both federally
financed and other activities of the organiza
tion
d Be accorded consistent treatment
e Be determined in accordance with gen

erally accepted accounting principles

GAAP
f Not be included as a cost o used to meet

cost sharing or matching requircnenLS of
any other federally financed prograan in ei
ther the current o a prior period

g Be adequately documented
3 Reasonable costs A cost iPBRB011able if

in its nature o anloullL it does not exceed
What which would be incurred by a prudent
person under the circumstances prevailin e6
the time the decision was made to incur the

2 CFR Ch II 1 1 09 Edition

costs The question of the reasonableness of
specific costs list be scrutinized with par
ticular care in connection with organizations
o separate divisions thereof which receive
the preponderance of their support from
awards made by Federal agencies In deter
minin the reasonableness of It given cost
consideration shall be given to

a1hether the LOSt is of a type general
recognized as ordinary and necessary fm the
operation of the organization o the perform
ance of the award

b The restraints o requirements imposed
by such factors as generally accepted sound
business practices arms length bargaining
Federal and State laws and regulations and
terms and conditions of tine award

c Whether the individuals concerned acted
with prudence in the circumstances consid
ering their responsibilities to the Organiza
tion its members employees alld clients
the public at large and the Federal Govern
ment

d Significant deviations from the estah
lished practices of the organization which
may unjustifiable increase the award costs

4 Allocable costs a A cost is allocable to
a particular cost objective such as a grant
contract project service or other activity
in accordance with the relative benefits re
ceived A cost is allocable to it Federal award
if it is treated consistently with other costs
incurred for the same purpose in like cir
cumstances and if it
1 Is incurred specifically for the award
2 Benefits both the award alld other Nvork

and can be distributed in reasonable propor
tion to the benefits received or
3 is necessary to the overall operation of

the organization although a direct relation
ship to any particular cost objective cannot
be shown

b Any cost allocable to a particular award
o other cost objective under these principles
may not be shifted to other Federal awards
to overcome funding deficiencies o to avoid
restrictions imposed by law o by the terms
of the award

5 Applicable credits a The Lean applica
ble credits refers to those receipts o BduC
tion of expenditures which operate to offset
o reduce expense items that are allocable to
awards as direct or indirect costs Typical
examples of such transactions are Purchase
discounts rebates o allowances recoveries
or indemnities on losses insurance refunds
and adjustments of overPaSments or erro
neous charges To the extent that such ced
iLs aconing o received by the organization
relate to allowable cost they shall be cred
ited to the Federal Government either as a
cost reduction o cash refund as aPPrO
priaLe

b In some instances the amounts received
from the Federal Government to finance Or
ganizational activities o service operations
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should 1w trlsntodas applknhlerowdier Hpo
cdflcn11y the ootuopl of noltinq snch credit
hoofagalnst related expond1111res should be
nhpllod by Cho orgnalizntioil iu deloIm iufnf
Ibo rates or amounts Io be ohargod to Pod
ornl 3v1rdsfor sorvioes rendered whenever
Iho Inc111tie4 or othor resouroes used in pro
vidinp such sorvioes have beers financed If
rortly in whole or in part by Pederld funds

c Pov rules oovorintr program income Le
c roes incomo earned from fedorallysup
portodnctivitios seo GM2of 2 CFIi part
215 Uniform A tillilltstrativc Requirements
Ior Gramts and Agreomontr with Institutions
offIfghor 10duoaholl Hospitals and Other
pion Profit Orgnnza1oils OAQB Circular A
110

0 Aclvcwioo uudorstandfngs Under any
I navard the reasonableness ano

Illoeability of certain items of costs may he
difficult to determine This is particularly

true in connection with organizations that
roceive a Preponderance of their support
from Federal agencies In Order W avoid sub

sequent disallowance or dispute based on
unreasouableness or nonallocability it is
often desirable to seek a written agreement
with the cognizant or awarding agency in ad
vance of the incurrence of special or unusual
costs The absence of an advance agreement
on any element of cost will not in itself af
fect the reasonableness or allocability of
LIMA element

7 Conditional exemptions a OMB author
izes conditional exemption from CIAO admin
Istrative requirements and cost principles
for certain Fedora programs with statu
torilyatttborized consolidated planning and
ennsohdotodadministrative funding that
are identified by Federal agency and ap
proved by the head of the Executive depart
ment or establishment A Federal agency
shall consult with OMB during its consider
ation of whether to grant such mi exemption

h To promote efficiency in State and local
program administration when Federal non
entitlement programs with common pur
poses have specific statutorilyauthorized
consolidated planning and consolidated acl
ministrative funding and where most of the
State agencysresources come from non
Federal sources Federal agencies may ex
empt these covered State administered non
entitlement grant programs from certain

OMB grants management requirements The
exemptions would be from all but the

alloeability of costs provisions of Appendix
A subsection Ceof 2 CPR part 225 OMB
Circular AB7 Appendix A Section CA of 2
CFR part 220 OMB Circular A 21 Section
A4of this appendix and from all of the ad

ministrative requirements provisions of 2
CFR part 215 OMB Circular A110 and the
agencies grants management common mile

c When a Federal agency provides this
flexibility as a prerequisite to a States ex
ercising this option a State must adopt its

Pt 230 App A

owls writtou fiualandudmiuisi re

qufrementy for expendiut and aecountmf for
all funds which are consistent with thr pro
visions of 2 CPT part 225 OMB Circular A
87 and extelld such policies to n11 suhrVo111
onts Thew fiscal and admfnistratfve r

juircnl ell is must be suffielontly spocifif o
ensure thfr IIntlds aaeused in nonlpllanc c
with all appliaablePederld statulor and
regulfioryprovfeiona enatis are rea4wildo
asd neoessary In operating thaw prornlms
and funds aro nnl to be user for eonerdex
polmos requlroc to earri out other respom
sibllftfes of a State or Iha subroclpienhs

Fl Direct Costs

1 Dirow costs ant those Chat oau he Idrnti
tied spoeifico11y with a particular final rosl
objective Iea partioulax award proinet
service or other direct activity of an orellni
zation llowever a cost mnynot be assigner
Lo an award as a direot cost if aany other cost

incurred for Ithee same purpose in like cir
rnmstanae has been allocated to an award
as an indirect cost Costs identified speeifi

tally with awards are direct costs of the
avrards and are to be assigned directly there
to Costs identified specifically with other
final cost objectives of the organization are
direct costsof those cost objectives and axe
not tc be assigned to other awards diveelsly
or indirectly

2 Any direct cost of a minor arnonnl may
he tleatedaS 011 Indirect cost for roa9ong of
practioality wllerc the accounting treatmeni
for soell cost is consistently applied to all

final cosh objectives
3 The cost of certain activities are not al

lowable as charges to Federal awards sce
For example fundraising costs in paragraph
17 of Appendix B to this part However even
though these costs are anallowable for pur
poses of computing charges to Federal
amaxds tdtey nonetheless must be trollted as
direct costs for purposes of determining indi
rect cost rates and be allocated their sbare
of the organizationsindirect oosts if they

represent activities which include the sales
ries of personnel occupy space and benefit
from the organizationsindirect costs

4 The costs of activities performed pri
marily as a service to members clients or
the general public when significant and nec
essary to the organizationsmission must be
treated as direct costs whether or not allow
able and be allocated an equitable share of
indirect costs Some examples of these types

of activities include
a Maintenance of membership rolls sub

scriptions publications and related func
tions

b Providing services and information to
members legislative or administrative bod
ies or the public

c Promotion lobbying and other forms of
public relations
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d moetings and conferenoes ecePt hose
held to conduct the general achininlistri
of the organization

e Maintenance protection and invest
nnenl of special funcls not used in operation
of the organization
f Administratioll of MoUp benefits on be

half of inennbers or clients including life and
hospital insurance annuity or retirement
plans financial aid etc

C Indirect Costs

IIndirect costs are those that have been
incurred for coluillon or joint objectives and
cannot be readily identified with a par
ticular final cost objective Direct cost of
reillor amounts may be treated as indirect
costs under the conditions described in sub
paragraph B2 of this appendix After direct
costs have been determined and assigned di
rectly to awards or other work as appro
priate indirect costs are those remaining to
be allocated to benefiting cost objectives A
cost may not be allocated to an award as an
indirect cost if any other cost incurred for
the same purpose in like circumstances has
been assigned to an award as a direct cost

2 Because of the diverse characteristics
and accounting practices of nonprofit orga
nizations it is not possible to specify the
types of cost which may be classified as indi
rect cost in all situations However typical
examples of indirect Cost for many nonprof
it organizations may include depreciation or
use allowances on buildings and equipment
the costs of operating and maintaining fa
cilities and general administration and gen
eral expenses such as the salaries and ex
penses of executive officers personnel ad
ministration and accounting

3 Indirect costs shall be classified within
two broad categories Facilities and Ad
ministration Facilities is defined as de
preciation and use allowances on buildings
equipment and capital improvement inter
est on debt associated with certain buildings
equipment and capital improvements and
operations and maintenance expenses Ad
ministration is defined as genera adminis
tration and general expenses such as the di
rectol office accounting personnel library
expenses and all other types of expenditures
not listed specifically under one of the sub
categories of Facilities including cross a
locations hou other pools where applica
ble See indirect cost rate reporting require
rnenLs in subparagraphs D2e and D39 of
this appendix

D Allocation of Indirect Costs and
Determination of Indirect Cost hates

1 GCneral a Where a nonprofit orgauiza
Lion has only one major function or where
all its major functions benefit from its indi
re costs to approximately the same degree
the allocation of indirect costs and the coln

2 CFR Ch II 11 09 Edition

putaCion of an indirect Bost rate nlay be sW
Conplisbed through simplified allooation
procedures as described ill subpliragraphD2
of this appendix

b11herr an organization has several luajor
functions which benefit troy its indirect
costs ill vcuying degrees allocation of indi
rect costs nnay require the accumulation of
such costs into separate cost groupings
which then are allocated individualh to ben
efiting functions by means of a base which
best llneasures the relative degree of benefit
The indirect costs allocated to each function
are then distributed to individual awards and
other activities included in that function by
means of an indirect cost ratesl

c The determination of what constitutes
an organizations major functions will de
pend on its purpose in being the types of
services it renders to the public its clients
and its members and the amount of effort it
devotes to such activities as fundraising
public information and membership activi
ties

d Specific methods for allocating indirect
costs and computing indirect cost rates
along with the conditions under which each
method should be used are described in sub
paragraphs D2 through 5 of this appendix

e The base period for the allocation of in
direct costs is the period in which such costs
are incurred and accunnulated for allocation
to work performed in that period The base
period normally should coincide with the or
ganizations fiscal year hut in any event
shall be so selected as to avoid inequities in
the allocation of the costs

2 Simplified allocation method a Where
an organizations major functions benefit
from its indirect costs to approximately the
same degree the allocation of indirect costs
may be accomplished by separating the orge
nizations total costs for the base period as
either direct or indirect and dividing the
total allowable indirect costs Unet of applica
ble credits by an equitable distribution
base The result of this process is an indirect
cost rate which is used to distribute indirect
costs to individual awards The rate should
be epressed as the percentage which the
total amount of allowable indirect costs
bears to the base selected This method
should also be used where an organization
has only one major function encompassing a
number of individual projects m activities
and may be used where the level of Federal
awards to an organizatiol is relatively
small

b Both the direct COBLE and the indirect
costs shall exclude capital expenditure and
unallowable costs however unallowable
costs which represent activities must be in
cludecl in the direct costs undel the 011d
Lions described in subparagraPll B3 of this
appendix

c The distribution base may be total di
rect costs excluding capital expenditures
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and nlhnr distorCing Rams such a 111lot
ailbeon14r1LtFof tillIgradn IsJ brocl la11unw
anal warns or other base which rosults in all
wlnl is Oil a distribution The distributloll base
nildlpmmalexclude prltiaipant support
nsh as doinod In pnrngrnph32 of Appendix

1

d Nxwill whortit special ratesis rn
iiuirod Intcoordance with suhparagraph6 of
tIW appendix the ludirent cost rate dovel
opod undo the above prinolples Isapplicable
to all awards at the organizatlon If a special
rmasis required appropriate modifications
shall be made In order to develop the special
1Ale s

ror all organization t1latroonives mono
than 310 million In Federal fundinti of dierat
nnstr In it flsoal year it breakout of the bndi
reni cost oompouott into two broad Oaf
0110110H Facflities and Administration as de
fined In subparagmaph C3of this appendix is

rnquired The rate In each case shall be stat
o1 as the peroentage which the amount of
tha particular indirect cost oatogory ie
racilities or Administration is of the dis
tribution base identified with that category

3 Multiple allocation base method
a General Where an organizationsfndi

rneln costs benefit Its major functions in
varying degrees Indirect costs shall be accu
mulatod into separate cost groupings as de
scribed In subparagraph D31of this appon
fix roach grouping shall then be allocated
individually W benofiting functions by
nnoans of o base which best measures the rol
ative benefits The default allocation bases
by cost pool are described in subparagraph
D3cof this appendix

b Identification of indirect costs Cost
groupings shall be established so as to per
mit the allocation of each grouping on the
basis of benefits provided to the major func
tions Bach grouping shall oonstitute a pool
of expenses that are of like character in

terms of functions they heneflt and in terms
Of the allocation base which best measures
Ole relative benefits provided to each funo
tion The groupings are classified within the
two broad oategories Facilities and Ad
ministration as described in subparagraph
C3 of this appendix The indirect cost pools
are defined as follows

1 Depreciation and use allowances The
expenses tinder this heading are the portion
of the costs of the organizationsbuildings
capital improvements to land and buildings
and equipment which are computed in ac
cordance with paragraph 11 of Appendix B to
this part Depreciation and use allow

ances
2 Interest Interest on debt associated

with certain buildings equipment and cap
ital improvements are computed in accord
ance with paragraph 23 of Appendix B to this
part Interest
3 Operation and maintenance expenses

The expenses under this heading are those

PI 230 App A

tlo hive beorl inmnrnd tin Ihr adnlinistrI
Lion operation hltllntatn6lwc Prrsorvstion
and protection of Ihn orgallNellonsphysical
plant They include expenses normally in
cnurred for such itonls asJanitorial and ntjl
Ity services ro nirs awl ordinary or normal
idteratiOtis of buildings Illlniturn anri equip
Inert care of grcnmds maintananee and op
eration of buildings and other plant fnclli
ties soouvityl oarthqualte and disaatan IWO

paredness onvironmental safety hazaxInus
waste disposal property habilltl and other
insurance volatiluu to property SIaoc Dull
capital loasing facility Planning told nulal
agement and oontral reeetving The npor
alsi011 and llnalnntenttil 0 0XIMIM09 M1IA o
Shall also include Its allocable sharr nl
fringe bonoftt oni tS daprootatdml and oar 11
lowanoos and intoestcosts
dGoneraladministration anri general

penses aThe expanses nuclei this hoadinp
are those that have been Incmred for the
overall general executive andadministrative
offices of the organization and other ex
penses of a general nature which do not re
late solely to aany major funOtiOn of the orga
nization This category shall also include its
allocable share of fringe benefit costs oper
ation and maintenance expense depreciation
and use allowances and interest costs Bx

amples of this category include central of
fieos such as the directorsoffice the ofrice
of financo business services budgral and
planning personnel safety and risk manage
ment general counsel managennant infor
mation systems and library costs
b In developing this cost pool special

care should be exercised to ensure that costs
incurred for the same purpoSe ill like f
cumstanees are treated consistently as ef
ther direct or indirect costs For example

salaries of technical staff project supplies
project publication telephone toll ohaages
conputer posts travel costs aad specialized
services costs shall be treated as direct costs
wherever identifiable to It particular pro
gram The salaries and vlages of administra
tive and pooled clerical staff should now
mally be treated as indirect costs Direct

charging of these costs me be appropriate
where a major project or activity explicitly
requires and budgets for administrative or
clerical services and other individuals in
volved can be identified with the program or
activity Items such as office supplies post
age local telephone costs periodicals and

memberships should normally be treated as
indirect costs

c Allocation bases Actual conditions shall
be taken into account in seloeting the base
to be used in allocating the exponsoe in each
grouping to benefiting functions The Omen
tial consideration in selecting a nletbod or a
base is that it is the one best suited for as
signing the pool of costs to cost objectives in
accordance with benefits derived a traceable
cause and effect relationship or logic and
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reason where neither the cause nor the el
fact of the relationship is laberminnble
Vhem an allocation can be made by assign
ment of e cost grouping directly be the lunc
tioj benefited the allocation shall be made
in that mauner When the expenses in a cost
grouping are more general in nature the al
location she11 be made through the use of e
selected base which produces results Ghat are
equitable to both the Federal Government
and the organization The distribution shall
be made in accordance with the bases de
scribed herein unless it can be demonstrated
that the use of a different base would result
in e more equitable allocation of the costs
m that a more readily available base would
not increase the costs charged to sponsored
awards The results of special cost studies
such as an engineering utility study shall
not be used to determine and allocate the in
direct costs to sponsored awards
1 Depreciation and use allowances Depre

ciation and use allowances expenses shall be
allocated in the following manner
a Depreciation or use allowances on

buildings used exclusively in the conduct of
a single function and on capital improve
Monts and equipment used in such buildings
shall be assigned to that function
b Depreciation or use allowances on

buildings used for more than one function
and on capital improvements and equipment
used in such buildings shall be allocated to
the individual functions performed in each
building on the basis of usable square feet of
space excluding common areas such as hall
titaysstairwells and restrooms
c Depreciation or use allowances on

buildings capital improvements and equip
ment related space eq individual rooms
and laboratories used jointly by more than
one function as determined by the users of
the space shall be treated as follows The
cost of each jointly used unit of space shall
be allocated to the benefiting functions on
the basis of either the employees and other
users on a full time equivalent PTE basis
or salaries anti wages of those individual
fwictions benefiting from the use of that
space or organization wide employee PTEs
or salaries and wages applicable to the bene
fiting functions of the organization
1Depreciation or use allowances on cer

tain capital improvements to land such as
paved parking areas fences sidewalks and
the like not included in the cost of build
ings shall be 11located1 to user categories on
a PTE basis anO distributed to major func
tions in proportion to the salaries and wages
of all employees applicable to the funcLions
2 1nLerest lntoest costs shall be allo

cated in the saarnc manner as the deprecia
tion o use allowances on the buildings
equipment and capital equipments to which
the interest relates
3 Operation and maintenance expenses

Operation and maintenance expenses shall be

2 CFR Ch II 1109 Edition

allocated1 in the samo mnnmer aL the depre
ciation tool use allowances
9 Generalalminiatral and general ex

penses GeneralalminiatrabiOil and general
expenses shall be allocated to benefiting
functions based on modified Lotal direct
costs MTDC a described in subparagraph
D3fof this appendix The expenses included
in this category could be grouped first ac
Cording to major functions of the organiza
tion to which they render SerPiees or provide
benefits The aggregate expenses of each
group shall then be allocated to benefiting
Junctions based on I14TDC

d Order of distribution 1 Indirect cost
categories consisting of depreciation alid use
allowances interest operation and mainte
nance and general administration and gen
era expenses shall be allocated in that order
to the remaining indirect cost categories as
well as to the major functions of the Organi
zation Other cost categories could he allo
cated in the order determined to be most ap
propri ate by the organization When cross al
location of costs is made as provided in sub
paragraph D3d2 of this appendix this
order of allocation does not apply
2 Normally an indirect cost category will

be considered closed once it has been allo
cated to other cost objectives and costs
shall not be subsequently allocated to it
However a cross allocation of costs between
two or more indirect costs categories could
be used if such allocation will result in a
more equitable allocation of costs If a cross
allocation is used an appropriate modifica
tion to the composition of the indirect cost
categories is required

e Application of indirect cost rate m
rates Except where a special indirect cost
rates is required in accordance with sub
paragraph D5 of this appendix the separate
groupings of indirect costs allocated to each
major function shall be aggregate and
treated as a commo pool fm that function
The costs in the common pool shall than be
distributed to individual awards included in
that function by use of a single indirect cost
rate
f Distribution basis Indirect costs shall be

distributed to applicable sponsored awards
and other benefiting activities within each
maim function on the basis of MTDC MTDC
consists of all salaries an1 wages fringe ben
efits materials and supplies services travel
and subgrants and subcontracts up to the
first S25000 of each subgrant o subcontract
regardless of the Period covered b the
subgrant or subcontract Equipment capital
expenditures charges for patient care rental
costs all the poLiou in excess of 525000
shall be excluded from MTDC Participant
support costs steal generally be eXcludf3d
from INITDC Other items may only be e
eluded when the Federal cost cognizant
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aionrvdotorntinnra thal an exclusion i nor
essnrvtcsvoid it sorious inequity ill tho dis
trlhutou of indiroct costs

i Individaid ftacCompononts An mdi
rnal cost rucc shall be determ ill ed for cash
Solnrriow Indiroot lost pool dovolopod The
rato in oacb ease shall ho statod as the per
rullaffewhich tho amount of thr particulaX
iadirnet post pool is of thw distribution base
identified with Chat pool Path Indiroot cost
ral nogotistlon of determination agreomont
shall include dovelopmont of the rate for

lush Indhoct clod pool as well as the overall
lndtmot post rate The hthrnot cost pools
Simi he classified within Ctvo hroadost
ofovies Facilities and Adminfstuztion
av loscrihod in anhpnlvrgrnphC3of this ap
mulix

1 Direct allocation method a Some non
profit mgsnizatlons Croat it costs as direct

assts except general administration and ken
osepensos These organizations generally
sepaxate their costs into three basic cat
ogories Cloneral administration and general
expensosfundraimng and other direct funo
Iions including projects performed under
Federal awards Joint costs such as depre
ciation rental costs operation and mainte
nance of facilities telephone expenses and
the like are prorated individually as direct
casts to each category and to each award or
other activity using a base most appropriate
to the particular cost being prorated

b This method is acceptable provided each
joint cost is prorated using a base which ac

curately measures the benefits provided to
each award or other activity The bases must
be establisher in accordance with reasonable
mitoria and be supported by current data
This rnothod is compatible with the Stand
ards of Accounting and Financial Reporting
for Voluntary Health and Welfare Organize
tions issued jointly by the National Health
Council Inc the National Assembly of Vol
untaryFlealth and Social Welfare Organize
lions and the united Wa of America

c Under this method indirect costs con
sist exclusively of general administration
caul general expenses In itll other respects
the organizationsindirect cost rates shall

be computed in the same manner as that de
scribed in subparagraph D2of this appendix

5 Special indirect cost rates In some in
stances a single indirect cost rate for all ac
tivities of an organization or for each major
function of the organization may not be ap

propriate since it would not take into ac
oeunt those different factors which may sub
stantially affect the indirect costs applicable
to a particular segment of world For this
purpose a particular segment of work may
be that performed under a single award or it
may consist of work under a group of awards
performed in a common environment These
factors may include the physical location of
the work the level of administrative support
required the nature of the facilities or other

Pt 230 App A

rnsmrncsrmployedIhr sciotltific disripLnos
or tochnical skills utvolved Ihc or aafiza
tioualused or any comhina
1iorIhrreof Whom a particular sognunt of

wmic 1s porformed in an environluonl vthwh
appoaxs to generate a significantly diflinenl
lovol of indirect costs provisions should nr
made for it sopoxxte indirect cost pouf appli
cablc to such work The soparate indirocl
Host pool should he developed during thr
course of the regular iilooationprooess and
lhe soparats Indirect cost rate resulting
tboral7 should be used prnvided It is cic
termined that the rate diffors signifiranlly
from that which would have boon 01AM110d

under subparagraphs D2 3 and I of this it
pelidix and the volume of work to wnf1iIhr
ratcwould apply is material

P Nogntiationand Approval or Indirect Oest
Rates

1 Definitions As used in this section the

following terms have the meanings set forth
below

a Cognizant agency means the Federal
agency responsible for negotiating and ap
proving indirect cost retes for a nonprofit
organization on behalf of all Federal agen
cies

b Predetermined rate moans an indirect
cost rate applicable to a specified current or
future period usually the orgallizationsfis

cal year The rate is based on ar estimate of
the costs to be incurred during the period A

predetermined rate is not subject to adjust
ment

c Pined rate moans an indirect cost rata
which has the same characteristics as it pre
determined rate except that the difference
between the estimated costs and the actual
costs of the period covered by the rato is car
ried forward as an adjustment to the rate
computation of a subsequent period

d Final rate means an indirect cost rate
applicable to a specified past period which Is
based on the actual costs of the period A
final rate is not subject to adjustment

e Provisional rate or billing rate means a
temporary indirect cost rate applicable to a
specified period which is used for funding in
terim reimbursement and reporting indirect

costs on awards pending the establishment of
a final rate for the period
f Indirect cost proposal means the docu

mentation prepared by a i organization to
substantiate its claim for the reimbursement
of indirect costs This proposal provides the
basis for the review and negotiation leading
to the establishment of an organizationsin
direct cost rate

g Cost objective means a flmetiou organi
zittional subdivision contract grant or
other work unit for which cost data are de
sired and for which provision is made to ac
cumulate and measure the cost of processes
projects jobs and capitalized projects

1 53

ATTACHMENT1
PAGEZOF c4 R PAGES



Pt 230 App B

ldegotiatiol and approval of raLes A Un
less different arrangon Ell LS are agreed to by
Ole agencies concerned the Federal agency
with the largest dollar value of awards with
an organization will be closignaLed as the
cognizant agency lm the negotiation and ap
prova of th indirect cost rates and where
necessary other rates such as fringe benefit
and computer chargeout rates Once an
agency is assigned cognizance for a par
ticular non profit organization the assign
ment will not be changed unless there is a
major longberm shift in the dollar volume of
the Federal awards to the organization All
concerned Federal agencies shall be given
the opportunity to paaticipate in the nego
Lill process but after a rate has been
agreed upon it will be accepted by all Fed
eral agencies When a Federal agency has
reason to believe that special operating fac
tors affecting its awards necessitate special
indirect cost rates in accordance with sub
paragraph D5 of this appendix it will prior
to the time the rates are negotiated notify
the cognizant agency

b A nonprofit organization which has not
previously established an indirect cost rate
with a Federal agency shall submit its ini
tial indirect cost proposal immediately after
the organization is advised that an award
will be made and in no event later than
three months after the effective date of the
award

c Organizations that have previously es
tablished indirect cost rates must submit a
new indirect cost proposal to the cognizant
agency within six months after the close of
each fiscal year

d A predoternnined rate maY be negotiated
for use on awards where there is reasonable
assurance based on past experience and reli
able projection of the organizations costs
that the rate is not likely Lo exceed a rate
based on the organizationsactual costs

e Fixed rates may be negotiated where
predeternninecl rates are not considered ap
propriate A fixed rate however shall not be
negotiated if all or a substantial portion of
the organizationsawards are expected to ex
pire before the carryioward adjustment can
b made the mix of Federal and non Federal
w01 at the organizaLion is too erratic Lo
permit an equitable carryforward adjust
meat Or the organizationsoperations fluc
tuate significantly from year bo year
fProvisional and final rates shall be nogo

tiiated where neither predeberinined no fixed
rates are appropriate

g The results of each negotiation shall be
formalized in a written agreement between
Lhe cognizant agency and the non profit Or
ganization The cognizant agency shall dis
LribuLe copies of th agreement Lo all con
cerned Federal agencies

h If a dispute arises in a negotiation of an
indirect cost rate between the cognizant
agency and the non profit organization the

2 CFR Ch II 11 09 Edition

dispute shall be resolved in accordance wit11
the appeals prcoeduros of the oognizant
a ency

i To the extent that problems are encoun
tered among the Federal agencies in connec
tion with the negotiatioland approval proc
ess 074B twill lend assistance as required to
resolve such problems ill a timer nnanuo

APPS NDIx B TO PART 230SE1BUTED
1Tr OF COST

6T1ECTIDD ITEMS OF COST

TABU OF CONTENTS

1 Advertising and public relations costs
2 Advisory councils
3 Alcoholic beverages
4 Audit costs and related services
b Bad debts
6 Bonding costs
7 Communication costs
8 Compensation for persona services
9 Contingency provisions
10 Defense and prosecution of criminal and

civil proceedings claims appeals and
patent infringement

11 Depreciation and use allowances
12 Donations and contributions
13 Employee morale health and welfare

costs
14 Entertainment costs
15 Equipment and other capital expendi

tures

16 Fines and penalties
17 Fund raising and investment manage

ment costs
18 Gains and losses on depreciable assets
19 Goods or services for personal use
20 Housing and personal living expenses
21 Idle facilities and idle capacity
22 Insurance and indemnification
23 Interest
24 Labor relations costs

25 Lobbying
26 Losses on other sponsored agreements

Or contracts
27 Maintenance and repair costs
28 Materials aald supplies costs
29 Meetings and conferences
30 A4emberships subscriptions and profes

sional activity costs

33 organizatiml casLs
32 Page charge in professional journals
33 ParLicipatlt suppoLcosts
M Patent costs
36 PlailL and homeland security costs
36 Pre agreLill ell t costs
37 Professional services costs
3t Publication and printing costs
39 Rearrangement and alteration costs
40 Reconversion costs
41 Recruiting costs

42 Relocatiol costs
43 Renta costs ofbuildings and equipment
44 Royalties and other costs fo use of pat

ents and copyrights
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wnfrnphs through 52 of thisap1mildix
1rnvf1 prfnni pl os to be applied rn ostnh
shin then11nwabllity of certain Komi of
0Thogo principles apply tvhnthcrn unvl fs
Irenmd as dirool or Indirect Pailurn Lo niou

Lion r parlcularILett ofros1 Is not In6endoI
W fmJAN Ilhatit fs onallmvahle raLher de
envminnrJol as Ln allowabiltt3 in each case

should lc based on Iho Lroatmont or prin
ciples prnvidod Ior similar or related Items
of cost

I 0vrisinp and public relations costs a
Tile tern advertising oosts means the costs
of advertising media and corollary adminis
trative costs Advertising media include
magazines newspapers radio and television
direct mail exhibits electronic or computer
transmittals and the like

b The term public relations includes com
imnity relations and means those activities
dedicated to maintaining the imal of the
nor profit argatlization 01 maintaining or
promnting understandingand favorablerela
tions with the community or public 91 large
or any segment of the public

c The only allowable a0vertising costs are
those which are solely for
1The recruitment of personnel required

for the performance b1 the non profit organi
zation of obligations arising under a Federal
Lwoxl See also paragraph 11 Recruiting
rostsnnd paragraph 12 Relocation costs of
hisappelldix
2 The procurement of goods anti services

lot the performance of it Federal award
2 Tbc disposal of so Lp or surplus mate
als acquired in the performancee of o Fed

era awsrd except when nonprofit orgaaliza

Oons are reimbursed for disposal costs at a
predetermined amount or
4 Other specific purposes necessary to

meet the requirements of the Federal award
d The only allowable public relations costs

Ire

1 Costs specifically required by the Fed
eral award
2 Costs of communicating with the public

and press pertaining to specific activities or
accomplishments which result from perform
ance of Federal awards those ousts are con

sidered necessary as part of the outreach ef
fort for the Federal award or
3 Costs of conducting general liaison with

news media and governmont public relations
officers to the extent that such activities

P1 230 App B

r Innited Lo mim tillmlaiinn rnd Hamm

nooratinvIwo Lhe public inlnrmod rn mA
LurP of public concern Ruch as nolwols of
Ftederml contriLoUvrant awards fimmoiml
InAiltorsetc

e Cost identifiod in subpungrupltsc unrl d
if Incurred for more than one Fedorml award
or for both sponsored work and other wort of
the non profit organizatiou area11own1do Lo
thr oxiant thnl Lhe principles in Appnudi7 A
to this part prop phi R Direct Costs
olld C Indirect Costs arr observed
f Unallowableadvortsilng and public rule

Lions posts Inoludc the Rrllowing
1 All advertising nud public POIRIin11F

costs other than as specified fn subpar
lnaphsc 1marl o
L Casts of mootiugs conventions non

vociLtions or other events relsted Lo olher
activities of the non profit organization ir
cluding
a Costs of displays dennonstratioliv and

exhibits
b Costs of meeting rooms bospitality

suites a11d other specialIacilities used in

conjunction with shows and other special
ovents and
e Salaries and wages of employees en

gaged in setting up and displaying exhibits
malting demonstrations and prnviding brief
ngs

3 Costs of promotfoual item and monno
rahilia including models gifts and son
venirs

1Costs of advertising and publf relation
designed solely to promote the non profit ov
gan f zatf on

2 Advisory Councils Costs Incurred b ad

vsory councils or committees arc allowable
as a direct cost where authorimd by the Feri
era awarding agency ov as an indirect host
where x1locable to Federal awards

3 Alcoholic heverages Costs ofalooholfc
hove rages are unallowable

4 Audit costs amd related services a The
costs of audits required by and performed in
accordance with the Single Audit Act s
implemented by Circular A 133 Ailditc of
States Local Governments and Non Profit
Organizations are allowable Also see 31

USC7505band section 230 Audit Costs
of Circular A133
b Other audit costs are allowable if in

cluded in an indirect cost rate proposal or If
specifically approved by the awarding agen
cy as a direct cost to an award

c The cost of agreedupon procedures en
gagements to monitor suhrecipientS who are
exempted from A 133 under section 2004arc
allowable subject to the conditions listed in
A133 section 230 b2

5 Bad debts Sad debts including losses
whether actual or estimated arising from
uncollectable accounts and other claims re
lated collection costs and related legal
costs are unallowable
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G Bonding costs a Bonding costs ariscl
when thc ycdel Governnneri regniros as
surance against financial lose to itself o
others by reason of the act or default of the
nonnofit organization They arise also in
it Lances where the nonprofit organization
requires similar assurance Included are such
bonds as bid performance payment advance
payment iniringement and fidelity bonds
b Costs of bending required pursuant to

the terms of the award are allowable
c Costs of bonding required by the non

profit organization in the general conduct of
its operations are allowable to the extent
that such bonding is in accordance with
sotund business practice and the rates and
premiums are reasonable under the cir
cumstances

7 Communication costs Costs incurred for
telephone services local and long distance
telephone calls telegrams postage mes
senger electronic or computer transmittal
services and the like are allowable

8 Compensation for personal services a
Definition Compensation for personal serv
ices includes all compensation paid cur
rently o accrued by the organization for
services of employees rendered during the
period of the award except as otherwise pro
vided in subparagraph 811 of this appendix
It includes but is not limited to salaries
wages directors and executive committee
members fees incentive awards fringe bene
fits pension plan costs allowances for off
site pay incentive pay location allowances
hardship pay and cost of living differentials
b Allowability Except as otherwise spe

cifically provided in this paragraph the
costs of such compensation are allowable to
the extent that
1 Total compensation to individual em

ployees is reasonable for the services ren
dered and conforms to the established policy
of the organization consistently applied to
both Federal and non Federal activities and
2 Charges to awards whether treated as

direct or indirect costs are determined and
supported as required in this paragraph

c13easonableness 1 then the organiza
tion is predon1inanth engaged in activities
other than those sponsored by the Federal
Government coilpelnsatpol fill employees on
federally sponsored work will be considered
reasonable to the exLCnl thct it is consistent
with that paid for similar work in the orga
nizations other activities
2 Whon the organization is predominantly

engaged in federallysponsored activities and
in cases where the kind of enpleyces re
quired for the Federal activities are not
found in the organ nizatios othe ar ctivities
compensation fo employees on fedoally
sponsoed wort will be colsileAreasonable
to the extent that it is comparable to that
paid for similar 1vorL in the lobo markets in
which the organization competes for the
killd of employees invoved

2 CFR Ch II 11 09 Edition

lSpecial consideatione in determiner
lolvabihty aeLkill conditions roquil spe

cia eonsideratiol and possible limitations in
1lLernnining costs under Federal awards
where amounts or types of Compensation ap
pear unreasonable Among such conditions
arc the following

1 Compensation to merlbers of non profit
organizations trustees directors associates
officers ol the immediate families thereof
Determination should be made that such
compensation is reasonable for the actual
personal services rendered rather than a dis
tributiol of earnings in excess of costs

2 Ant change in an organizations com
pensation policy resulting in a substantial
increase in the organizations level of com
pensation particularly when it was concur
rent lvith an increase in the ratio of Pectoral
awards to other activities of the organiza
tion or any change in the trentnlelnt of a
lowability of specific types of compensation
due to changes in Federal polio

e Unallowable costs Costs which are unal
lowable under other paragraphs of this ap
pendix shall not be allowable under this
paragraph solely on the basis that they con
stitute personal compensation

f overtime extrapay shift and mtrlti
shift premiums Premiums for overtime
extrapay shifts and multishift work are a
lowable only with the prior approval of the
awarding agency except
1 1T lnen necessary to cope with eme

eDcies such as those resulting from acci
dents natural disasters breakdowns of
equipment o occasional operational bottle
necks of a sporadic nature
2 Then employees are performing indi

rect functions such as administration main
tenance o accounting

3 In the performance of tests laboratory
procedures o other similar operations
which are continuous in nature and cannot
reasolablbe interrupted o otherwise Com
pleted
4 then lower overall cost to the Federal

Government will result
g Fringe benefits 1 Fringe benefits in

the form of regular compensation paid to
emploees luring periods of authorize1 ab
sences from the job such as vacation leave
sick leave militar leave and the 1pke are
allowable provided such costs are absorbed
by a1 organization activities in proportion
to the relative amount of time m effort actu
allv devoLed to each

2 Fringe benefits in the form of employer
contributions o expenses Io social security
employee insurance wokmenecompensa
tiol insurance pension plan costs see sub
paragraph 8h of thisappeadixu and the like
arc allowable provide1 such benefits are
granteiin accordance with esLablished Writ
ten organization policies Such benefits
whether treated as indirect costs or as direct
costs shall be distributed to put Ocilla
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nwuds and othor aotivltios nl it nln111n nou

sistonl with thr pidAi it of honnlItti wwruino
to the bulividuals or group of ompovecs
whoso sidarios snd wagcs aav ohtrgeahleto
aural 1LWAY1aand other activities
1uu Provisions for a roserve undo a solf

iusurancn ptrogtamlot unemployment omn
puaatlon or workers compens0Aoil are it
Imvablr to tho oxtent that the provisions
rreasoinible oatanlates of the habil
Itios for such eomponltleiland the typos of
rovmage oxioni of covorage and ratos and
prannlunns would have beene11nwablr hadin
Suranoo boot purohasod to cover the risics
Flmvcver provisions for selfhuutrod Ifab1l
ities which do 1101 11001110 payablc for more
ttan one year 0or the provision is madr
sucll not oxnoed the present value of the If
O llty
h Where an otgasization follows it con

istoia policy of expensing actual payments
to or on behalf of employees m former em
ployees for unemployment compensation or
workers ogmpotsatioil such payments are
allowable in the year of payment with the

prior approval of Che awarding agency pro
vided they are allocated to all activities of
the organization
dCosts of insurance on the lives of trust

ees officers or other employees holding po
sitions of similar responsibility are alow
ible only to the extent that the insurance

represents additional compensation The
costs of such insurance when the organiza
tion is named as beneficiary are unallowable
h Organization furnished automobiles

That portion of the cost of organizationfur
Melted automobiles that relates to personal
use by employees including transportation
to and from work is unallowable as fringe
nenefit or indirect costs regardless of wheth
er the cost is reported as taxable income to
the omployees These costs are allowable as
direct costs to sponsored award when nec
ossaiy for the Performance of the sponsored
iward and approved by awarding agencies
i Pension plan costs 1Costs of the orga

nizstionspension plan which are incurred in
accordance with the established policies of
the organization are allowable provided

a Such policies meet the test of reason
ableness
b The methods of cost allocation are not

discriminatory
c The cost assigned to each fiscal year is

determined in accordance with generally ac

cepted accounting principles GAAP as pre
scribed in Accounting Principles Board Opin
ion No 8 issued by the American Institute of
Certified Public Accountants and

fell The costs assigned to a given fiscal year
are funded for al plan participants within
six months after the end of that year How
ever increases to normal and past service
pension costs caused by a delay in funding
the actuarial liability beyond 30 days after

PI 230 App D

uenh yunrlorof thu year to which such east
m assignahloarr unallowahlc
2 Pension plan terminalinn Insuranar

promlums paid pursuasfto the Employer
Retiremont Income Secur ty Act ERISAi of
1971 Pub L 03108 are allowahlc Latcpay
mom harges on such premiumsaro uni11ow
If

3 lcxciae taxes of accumulated Iundilw
deficiourAos and other pcna11Aos imposrul
under ERISA are unallowable

1 fnoolltive oomnpensation Ltcontive loll

penaatlon 10 employees ha40d nil cost iedrlt
tdon or efficient pinliormanoo suggestion
awards safetyswarrls etc area11cwablrCn
Illo cxteut that Ilu overall conlpcueatioil it
determined to be reasonable and such cnstr
irc paid or sooued pursuant to an
nioni entered Into in good faith botwemi the

otganizatimn and the elnplgyees h0foro the
services were rendered or pursuant to au ee
tublished plan followed by the organization
so consistontly as to imply in effect an
agreement to make such payment

k Severance pay 1 Severance pay 9ASO
commonly referred to as dismissal wages iv

a payment in addition to regular aalsries and
wages by organizations to workers whose
employment is being terminated Costs of
severance pay are allowable only to the ex
tent that in oath case it fa required hy

aLaw
bEmployer employer agreement
rEstablished policy thatconstitutes In ef

fect an impliedagreoment on the organi
zaAA011spart or

N Circumstances of the particular ompiny
ment

2Costs of severance paymcnts are divided
into two categories as follows
aActual normal turnover severance pa

ments shall be allocatodto daativities or
where the organization provides for a reserve
Ior normal severances such method will be
acceptable if the charge to current opo
ations is reasonable in light of pavments ac
tually made far normal severances over a
representative past period and ifantnunts
changed are allocated to all activities of the
organization
bAbnormal or mass severance pay is of

such a conjectural nature that measurement
of costs by means of an accrual will not
achieve equity to both parties Thus accru
als for this purpose are not allowable How
ever the Federal Government recognizes its
obligation to participate to the extent of its

fair share in any specific payment Thus al
lawability will be considered on a caseby
case basis in the event or occurrence
c Costs incurred in certain severance pa

packages commonly known as a golden
parachute payment which are in an
amount in excess of the normal severance
pay paid by the organization to an employee
upon termination of employment and are
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paid to the employee contingent upon it
change in nnanagennent control over or own
ership of the organizationsassets are unal
lowable

uli Severance payments to foreign nation
als emnployed by the organization outside the
UniLeci States Lo the extent that the amount
exceeds the custonnary o prevailing prac
tices for the organization in the United
States are tnnallonvable unless they are nec
essary for the performance of Federal pro
grams and approved by awarding agencies
e Severance payments to foreign nation

als employed by the organization outside the
United States clue to the termination of the
foreign national as a result of the closing of
o curtailment of activities by the organniza
tion in that country are mnalowable unless
they are necessary for the performance of
Federal programs and approved by awarding
agencies

1 Training costs See paragraph 99 of this
appendix

M Support of salaries and wages
1 Charges to awards for salaries and

wages whether treated as direct costs m in
direct costs will be based on documented
payrolls approved by a responsible officits
of the organization The distribution of sala
ries and wages to awards must be supported
by personnel activity reports as prescribed
in subparagraph Em2of this appendix ex
cept when a substitute system has been ap
proved in writing b the cognizant agency
See subparagraph J2 of Appendix A to this
Part
2 Reports reflecting the distribution of

activity of each employee must be main
tained for all staff members professionals
and nonprofessionals whose compensation is
charged in whole or in part directly to
awards In addition in order to support the
allocation of indirect costs such reports
must also be maintained for other employees
Whose wort involves two or more functions
or activities if a distribution of their com
pensation between such functions or acLivi
ties is needed in the determination of the m
ganizationsindirect cost ratescgan em
ployee engaged parttime in indirect cost ac
tivities and parttinge in a direct function
Repots maintained by nonprofit organiza
tions to satisfy these requirements must
meet the following standards
a The romrtS must reflect an after the

factt determination of the actual activity of
each employee Budget estimates Uc esti
mates determined before the services are
performed do not Qualify as support to
charges Lo awards
b Bach repot nrnnst account for the total

activity to which employees are conn
pensated and which is required in fulfillnnent
of their obligations to the organization
c The reports lust be signed by the indi

vidual ennploieeo by a responsible super
visory official having first hand knowledge

2 CFR Ch II 1109 Edition

of the acLiviLiev perlornndby the cnrnployee
Ghat the distribution ofactivity represernLs a
reasonable estimate of the actual wolper
formed by the eloPloyee durin the Periods
covered by the reports
d The reports nlusl be prepared at least

monthly and must coincide will oneonlore
pay periods

3 Charges for the salaries and wages of
nonprofessional employees iv addition to
the suppotin docunnnentation described in
subparagraphs 1 and 2 must also be sup
ported by records indicativ the total nulnl
ber of hours worked each clay maintained in
conformance with Department ofLabor reg
ulations implementing the Fair Labor
Standards Act FLSA 2 CFR part 516 For
this purpose the term nonprofessional em
ployee shall have the same leaning as
nonexempt employee under FLSA
9 Salaries and wages of employees used in

meeting cost sharing o matching require
ments on awards must be supported ill the
same manner as salaries and wages claimed
for reimbursement from awarding agencies

9 Contingency provisions Contributions
to a contingency reserve or any similar pro
vision made for events the occurrence of
tvinich cannot be foretold with certaint3 as
to time intensity or with an assurance of
their happening are unallowable The term
contingency reserve excludes selfinsur
ance reserves see Appendix B to this part
paragraphs Eg3 and 22a2d pension
funds see paragraph Eiand reserves for
normal severance pay see paragraph EL

10 Defense and prosecution of criminal and
civil proceedings claims appeals and patent
infringement

a Definitions 1 Conviction as used here
in means a judgment o a conviction of a
criminal offense by any court of competent
jurisdiction whether entered upon as a ver
dict or ci plea including a conviction due to
it plea of 11010 contenders

2 Costs include but are not linnitecl to
administrative and clerical expenses the
cost of legal services whether performed by
iv house or private counsel and the costs of
the services of accountants consultants o
others retained by the organizatfon to assist
it costs of employees officers and trustees
and any similar costs incurred before chu
ivg and after commencement of a judicial o
administrative proceeding that bears a di
rect relationship to the proceodings
3 Fraud as used herein means acts of

fraud coo attennpts to loll the

Federal Governnnent o to corrupt its agents
acts that consGiLULe a cause for debarment
o suspension as specified in agency regule
tions and acts which violate the False
Claims Act 31 USC sections 3729 3731 or
the AntiKickbaol Act 17 USCsections 51
and 59
9Penalty does not include restitution re

imbursement or connpoll sit Loydannages
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fi IInroed i n r ineludrer an Illve I1gatlol
I In fuxcopl as OtlI uiso dnscIheroin

wfl uxorrod hi nonueotdou with any ernni
gal cavil or adnilnistdatlveproreedlna im
JImlinn films of a falseootificntiorI colt
nwimod by rho Pederal Dovornment or a
N to 1a local or foreign government are not
l1lowahleif the procnedillf Rolotes to it vio
lation of or fallurc to comply with a Fwl
rPUIRtato looal et foreign statute or rogo
Iation by Elie organfaatloil icluding its
ngonisand 1nrployoos and rosultsin any of
Ibe following dispositions

uu In it eritninnl proceeding it aonvtotdor
h In a civil or nfinlnlsUrntfve procneding
nvovfig an allegntion of fraud or simllar
nuseonduct n doterminntioi of orguliza
normal liability
c In the case of any civil or administra

tive procoeding the imposllion of a moxi
tary penalty

d A final docision by an appropriate Pact
oral official to dobar or suspend the orgam
zation to rescind or void an awsrdor to ter
minate an awarcl for default by reasori of a
violation or failure to comply with a law or
regulation
e A disposition by consent or com

pr0misc if the action could have resulted in
any of the dispositions described in subpara
maphs 10h1Latlbc or dof thisappen
dix

2i If more than one proceeding involves
the aameallogod misoonduat the costs of all
such proceedings shall be unallowable if any
oil of them results in one of the disposition
Shown in subparagraph10b0of this appen
dIx

c 11 a proceedi referred to In Subpara
graph Joh of this appendix is commenced by
the Federal Government and is resolved by
consent or compromise pursuant to an agree
ment mitered into by the organizntdon and
t1w Pederal Government then the costs in
curred by the organization in connection
with such procoedings that are otherwise not
allowable under subparagraph 10hof this ap
pendix may be allowed to the extent specifi
cally provided in such agreement

d If a proceeding referred to in subpar
graph 10bof this appendix is commenced by
a State local or foreign government the au
thorized Federal official may allow the costs
incurred by the organization for such pro

ceedings if such authorized official deter
mines that the costs were incurred as e re
sult of a specific term or condition of a fed
erallysponsored award or specific written
direction of an authorized official of the
sponsoring agency

e Costs incurred in connection with pro

oeodings described in subparagraph 10b of
this appendix but which are not made unal
lowable by that subparagraph may be al
lowed by the Federal Government but only
to the extent that

P1 230 App B

1 1hn cus 1r urn rcasonahlc ill rolaition to

IhesctiviGios roquirod to cloal with thv pro
ceding and the oudnrlYiug cause of flefde111

21 Payment of the costs incurred as dlow
ahle and alloctchlecosts is notprohihiindh
ally other provisions of the sponsord
avrard

31 The Hosts are lint otherwise iod
from the Federal Government or ri Ihird
party eithor dlroctlY as is result of the pre
seeding or otherwise and

Q Tho percentage of costs flowed does
1101 excood the percentage detorminod by all
ltuthorfzed Pederal official to beapinnprintc
considering bhe eontploxlty of the litiflatjon
generally accepted principles governing 1w
award of legal fens In eivli fLetJnnr involeilW
the Inited 91etns as n party nand 1111oh nthnr
factors as may bo appropriate Such percn
age shall not exceed 80 percent flowovor If
an agroement roaelied under ski hparagraph
lfo of this appendix has explicitly consicl
ored this 80 percent limitation and permitted
a higher percentage than the full amount of
costs resulting from that agroement shall hv
allowable

f Costs incurred by the Organization it
connection with the defense of suits brought
by its employees or ex employees unclor sei
tion 2 of the Major Frawl Act of 19118 Pula 1
100 700 including the cost of all relief nee
essary to make such employee whole where
th organizatiorwas foluicl liable or snt11WI
arc unallowable

K Costs of legal accounting and copsnli
ant services and related 00sts ilieurrocl iii
connection with defense against Pederal
Government claims or appeals antitrust

suits o the prosecution of claims orappealh
against the Federal Government are unal
lowahle

h Costs of egal accounting and roisuli
ant services and rolnted costs incurred ire
connectionl With patent infringement 1itJra
tion are unallowable unless otherwise pro
vided for in the sponsored awards
I Costs which may be unallowable under

this paragraph including directly associated
posts shall he segregated and accounted loo

by the organization separately During the
pendency of an proceeding covered by sub
paragraphs 10b and f of this appendix the
Federal Government shall generally with

hold payment of such costs However if in
the best interests of the Federal Govern
ment the Federal Government may provide
for conditional payment upon provision of
adequate security or other adequate assur
ance and agreements by the organization to
repay all unallowable costs plus interest if
the costs are subsequently determined to he
unallowable

11 Depreciation acid use allowances a
Compensation for the use of buildings other

capital improvements and equipment on
hand may be made through use allowance or
depreciation However except as provided in

W
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paragraph 111 of this aPp0lldix a umnbina
tion of the two nletllode mac not br used in
connection with a single class of fixed asserts
ep buildings office equipment oonlpuLer
equipment etc

b The corllputation of use allonvances or
depreciation shall be baeod oil the acquisi
tion cost of the assets involved The acquisi
tion cost of nn asset donated to the 11011
it organization by a third party shall be its
fair market value at the time of the dont
tion

c The computation of use allowances or
depreciation will exclude
1 The cost of land
2 Any Portion of the cost of buildings and

equipment borne by or donated by the Fed
eral Government irrespective of where title
was originally vested or where it Presently
resides and
3 Any Portion of the cost of buildings and

equipment contributed by or for the non
profit organization in satisfaction of a statu
tory matching requirement

d General criteria where depreciation
method is followed
1 The period of useful service Useful life

established in each case for usable capital
assets must take into consideration such fac
tors as type of construction nature of the
equipment used technological developments
in the particular program area and the re
newal and replacement policies followed for
the individual items or classes of assets in
volved The method of depreciation used to
assign the cost of an asset or group of as
sets to accounting periods shall reflect the
pattern of consumption of the asset during
its useful life
2 In the absence of clear evidence indi

cating that the expected consumption of the
asset will be significantly greater or lesser in
the early portions of its useful life than in
the later portions the straight line method
shall be presumed to be the approPriate
method
3 Depreciation methods once used shall

not be changed unless approved in advance
by the cognizant Federal agency When the
depreciation method is introduced for appli
ca to assets previously subject to a use
allowance the combination of use allow
ances and depreciation applicable to such as
sets must not exceed the Lotal acquisition
cost of the assets

C When the depreciation method is used
for buildings a buildingsshell nlay be seg
regated floul each building component MY
plumbing system heating and air condi
tioning systm etc and each item depre
eiaLed over its estimated useful life m the
entire building iethe shell and all compo
cuts nlay be treated as a single asset and
deprociat over a single useful life
f11 the depreciation method is used for

a particular class of assets no depreciation
1lay be allon on ally such assets that

2 CFR Ch II 1109Edition

under subparagraph llcl of thin appendix
would be viewed as lull depreciatocl How
ever a reasonable use allowance may be ne
gotiated for such assets if warranted after
taking into consideration the amount of de
preciation previously charged to the Federal
Government the estimated useful life ro
nlaining at time of negotiation the effect of
any increased maintenance charges or de
creased efficiency clue to age and any other
factors pertinent to the utilization of the
asset for the purpose contemplated

g Criteria where the use allowance method
is followed
1 The use allowance for buildings and im

provement including land improvements
such as paved parking areas fences and
sidewalks will be colllputed at an annual
rate not exceeding two percent of acquisition
cost
2 The use allowance fm equipment will be

computed at an annual rate not exceeding
six and two thirds percent of acquisition
cost Mien the use allowance method is used
for buildings the entire building must be
treated as a single asset the buildingscom
ponents eg plumbing system heating and
air conditioning etc cannot be segregated
from the buildingsshell
3 The two percent limitation however

need not be applied to equipment which is
merely attached or fastened to the building
but not permanently fixed to it and which is
used as furnishings or decorations or for spe
cialized purposes eg dentist chairs and
dental treatment units counters laboratory
benches bolted to the floor dishwashers
modular furniture carpeting etc Such
equipment will be considered as not being
permanently fixed to the building if it can be
removed without the need fen costly or ex
tensive alterations or repairs to the building
m the equipment Bquipnlent that meets
these criteria will be subject to the 6n per
cent equipment use allowance limitation

h Charges for use allowances or deprecia
tion must be supported by adeluatc property
records and physical inventories must be
taken at east once every two years a statis
tical sampling basis is acceptable to ensure
that assets exist and are usable and aleedecl
When the depreciation method is followed
adequate depreciation records indicating the
amount of depreciation Laken each period
must also be maintained

12 Donations and contributions
a Colltributions or do nations rendeled

Contributions or donations including cash
property and services made by the organi
zation regardless of the recipient are unal
lowable

bDonated services received
1 Donated or volunteer services may be

furnished to an organization by Professional
and technical personnel consultants and
other skilled and unskilled labor The value
of these services is not reimbursable either
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m a direct of indily ol lost liowovrUw
v lkly of lonated sorvires nn oy bo used to
ItleIroiit sharin or elalcllillg requroloolll4s

1 anrordallof with the Common Rule
1bo valuc of donatodsmvioms utilizer in

1111 pollormauoe of a direct cost activtty
411dlwhen matorial fn fLmonnt be consid
rnd ill Idle determination of the non profit

n rcantzatlonsindirnot costs or ratesand
ordtngly shall bn allocated a proper

lionaAe share of applicable Indirect costs
w1wn tho follmvlint oxist

oI Thrtnggrogate value of the sorvicea is
nlatrrial
hl The serviref are supported by e sigtlifl
ml amounts of the 111diroIroa6s inurrod

tbo non proftt organiiatloil and
wl TIm direct cost activtty Is nnl pllrsnld

primarily for the hanoftt of Mw Federal Gov
wiimont

M In those Instances where thorn is no
basis for detcrmintng the fair nvlalcat Value
of Cho servicos rendered the recipiont and
the cognizant agency shall negotlate an ap
propriate allocation of indirect post to the
services

191 Where donated services directly benefit
a project supported by an award the indirect
costs allocated to the services will be consid
ered as a part of the total costs of the
project Such indirect costs may be reim
hurserl under the award or used to meet cost

siniring or matching requirements
iil The value of the donated services may

1w used to meet cost sharing or matohing re
quiroments under conditions described in
cation 21523 of 2 CPR part 215 OMFI Mr
ular A 110 Where donated services are
trated as indirect costs indirect cost as

hill separate the value of the donations so
that reimbursement will not be made

c Donated goods or space 1 Donated
goods ieexpendable persona propertwilup

plies and donated Ilse of space may ham fur
nished to a nonprofit organization The
value of the goods and space is not reimburs
ahle either as a direct or iudirectlost
7tThe value of the donations Ina y be used

to meet cost sharing or matching share re
cnirements under the conditions desariberl in
3 CPY part 215 OMB Circular A110 Where
donations are treated as indirect costs indi
reet cost rates will separate the value of the
donations so that reimbursement will not be

made
13 Employee morale health and welfare

costs

a The costs of employee information pub
lications health or firstaid clinics andor
infirmaries recreational activities em
ployee counseling services and any other ex

penses incurred in accordance with the non
profit organizations established practice or
custom for the improvement of worhing con
ditions employer employee relations em
ployee morale and employee performance
are allowable

Pt 230 App E

t llwh uost vfH hergnitahlyapportioued
Ln alit 1otaviljfw of fho noteprnfil nrgnniza
Lion lncomc gmnoratodfrom an of Ihaw ac
tivities will be croditell to the cosh theroof
unless such income has been irrevocahly scl

oven to employee welfare organizalAons
IC Entortainnnolt costs Cost of utter
1oinnelnl including amusemrnt diversion
and social aotivities and ally costs directly
associatodwith such costs such as Inckotli
to shows or sports events matuls lodging
ren atals tmnsportation and gratuiliosl ar
ttallowablc

15 Equlpulonl and othor nilpMa1oxpnivil
Mime

a Por purposes of this subpoxileraphth
loll aWina definitions apply

O CapitalPrpeIldiluresmlflns exprndi
tures for theartquisition coat of capita as

wits equipnlont bulldings laud or expendi
tures W make Improvements to capital as
sets that materially increase their value or
useful life Acquisition lost meane the nosi
of the asset including the cost to put it in

place Acquisition cost for equipment for ex
ample means the not invoice price of the
equipment including the cost of any modi
fications attachments accessories or auxil
iary apparatus necessary to make ill usable
for the purpose for which it isaoquired An
cillary charges such as taxes duty protcc
tive in transit Insurance freight and instal
lation may he included in or excluded From
the aoquisition cost in accordance with the

non profit organizotionsregulaa aoeounthig
prootices

2 equipment means an article of non
expendable tangiblo personal property hav
ng a useful life of more than one year and
an acquisition cost which equals or exceeds
the lesser of the oapitalization level estah

Iished by the nnnprofit orgaatization for ff
naaleialstatemenl purposes or 5000
3 Special purpose equipment means

equipment which is used only io research
medical scientific or other technicalaetiVi
ties Examples of spooialpurpose equipment
include microscopes xray machines sur
gical instruments and spectrometers

9 General purpose equipment means
equipment which is not limited to research
medical scientific or other technical aotivi
ties Examples include office equipment and

furnishings modular offices telephone net
works information technology equipment
and systems air conditioning equipment re
production and printing equipment and
motor vehicles

h The following rules of allowability shall
apply to equipment and other capital ex
penditures
1 Capital expenditures fall general pur

pose equipment buildings and land are unal
lowable as direct charges except inhere ap

proved in advance by the awarding agency
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2 Capital expendiLures fm special purpose
equipment are allowable as direct costs pro
vfle1that items with a unit cost of55000 m
more have the prior approval of the anvurding
agency
3 Capital expenditures for improvements

to land buildings or equipment which inate
rially increase their value or useful life are
tulallowable as a direct cost except with the
prior approval of the awarding agency
9 11approved as a direct charge pursu

ant to paragraph 15b12 and 3 above
capital expenditures will be charged in the
period in which the expenditure is incurred
or as otherwise deterurilled appropriate by
and negotiated with the awarling agency
b Egaipnent and other capital expendi

tures are unallowable as indirect costs How
ever see paragraph 11 Depreciation and use
allowance of this appendix for rules on the
allowabilit of use allowances or deprecia
tion oil buildings capital improvements and
equipment Also see paragraph 93 Rental
costs of buildings and equipment of this ap
pendix for rules on the allowability of rental
costs for land buildings and equipment
6 The unamortized portion of any equip

ment written off as a result of a change in
capitalization levels may be recovered by
continuing to claim the otherwise allowable
use allowances or depreciation on the equip
ment or by amortizing the amount to be
written off over a period of years negotiated
with the cognizant agency

16 Fines and penalties Costs of fines and
penalties resulting from violations of or
failure of the organization to comply with
Federal State and local laws and regula
tions are unallowable except when incurred
as a result of compliance with specific provi
sions of an award el instructions ill writing
from the awarding agency

17 Fund raising and investment manage
ment costs a Costs of organized fund rais
ing including financial campaigns endow
ment drives solicitation of gifts aild be
quests and similar expenses incurred solely
to raise capital oi obtain contributions are
unallowable

b Costs of investmennt counsel and staff
and siniflar expenses incurred solely to en
hance income from investments are nnallow
able

c Fund raising and investment activities
shall be allocated an appropriate share of in
direct costs tinder the conditions described
in subplragrajbE3 of Appendix A to this
part

1B Gains and losses on depreciable assets
a L Gains and losses on sale retirement or
other disposition of depreciable property
shall be i1lCluded in the year in which they
occur as credits or charges to cost group
ings in which the depreciation applicable to
such property teas included The amount of
the gain or loss to be incAldo1as a credit m
charge to the appropriate cost groupings

2 CFR Ch II 1109 Edition

shall be the difference bclweon the amount
realized on the property all I the

undeprociated basis Of the property
2i Gains and losses on the lfsositiml of

depreciable propmtyshall 1101 be recognized
as a separate credit or charge under tile fol
lowing conditions
a The gain or loss is processe1through a

depreciation accotilli and is reflected in the
depreciation allowable undm Paragraph 11 of
this appendix
b The property is given in exchange as

part of the purchase price of a similar item
and the gain or loss is taken into acconnt in
determining the depreciation cost basis of
the new item
c A loss results front the failure to main

tain permissible insurance except as other
wise provided in paragraph 22 of this appen
dix

d Compensation for the use of the prop
erty was provided through use allowances in
lieu of depreciation in accordance with para
graph 9 of this appendix
e Gains and losses arising from mass or

extraordinary sales retirements or other
dispositions shall be considered on a caseby
case basis

U Gains or losses of auy nature arising
front the sale or exchange of property other
than theproperty covereclin subparagraph a
sha11 be excluded in competing award costs

19 Goods or services for personal use
Costs of goods or services for persona use of
the organizations employees are unallow
able regardless of whether the cost is re
ported as taxable income to the employees

20 Housing and personal living expenses a
Costs of housing egdepreciation mainte
nance utilities furnishings rent etc
housing allowances and persona living ex
penses forof the organizationsofficers are
unallowable as fringe benefit m indirect
costs regardless of whether the cost is re
ported as talable income to the employees
These costs are allowable as direct costs be
sponsoredaivard when llecessary for the per
formance of the sponsored award and ap
proved by awarding agencies

bThe term officers includes current and
past officers and employees

21 Idle facilities and iile capacity a As
used in this section the following terms have
the meanings set fort below
1 Facilities means land and buildings

or any portion thereof equipment individ
ually or collectively or any Other tangible
capital asset wherever located and whether
owned Or leased by the non profit organiza
bion
2 facilities means eOD100tely nn

used facilities that are excess to the non
profit organizationscurrent needs
3 Idle eapaciLy means the unused ca

pacity of partially used facilities It is the
difference betwoen That which a facility
could achieve under 100 percmlt operating
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from nn a ono ahl lI lukti lase npern li I c
nnnrruplUms 1 1H IIIlthIr frnn tunr IoIfor ro
puns sotnps nsnhisfactorynotorladc rend
nthrrnormal dolflys mild Ille m1ont to which
f1w luclIfty wasnchnall usod to tricot de
nuuids luring the iwnunthtg period A
nwlti 4h1ft btcsis shnnld hr nsod if it oan be

ahovnl that this amnull of u4ego wallld nor
mal hr ep1 etoIfo1 Ch po of fF1 iIIty ln
anlvod

4 Cost of idleIacllflloror idlo rapaoity
nlcuns norts such arl mninfonallco rollalr
housing renb and ofhor relntedcosts
nlfuulloo lniserest proporty trues nand do
prcritltion or use allowanoos

b 1110 cnsls of jdln cU flitfes arc unallnul

rLle axcnpl to OwnannlIhat
I They aro nocossur Ise mcol fliwllioI iom

n workload or
2 Although not n000tisiixy to noot fluc

tuations in workload they wero neoessnry
when acquired and are now idle because of
odnallges in program requirements effortsto
aehievo more economical operations reorgo
nization termination or other causes which
could not have been reasonably foreseen
Under the exception stated in this subpara
graph costs of idle facilities are allowable
for a reasonable period of time ordinarily
not to one year depending on the Ini
tiative taken to use lease or dispose of such
facilities

c The costs of idle rapacity are normal
costs of doing business and are a faotm in
the normal fluctuations of usage or hidirect
oogt rates from period to period 5uoh nests
are allnwalle provided Ghat the capacity is

reasonably antioipated to be necesary nr
was originn11y reasonable and is not subject
to reduction or elimination by use on other
Federal awards subletting renting or sale
in accordance with sound business eco
nomic or security practices widespread idle
oapacity throughout an ontire facility or
among a group of assets having substantially
the same function may be considered idle la
citifies

22 Insurance and indemnification aInsur
ance includes insurance which the organiza
tion is required to carry or which is ap
proved under the terms of the award and
airy 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 subpara
graphs 3g and 8i2of this appendix
1 Costs of insurance required or approved

and maintained pursuant to the award axe
allowable

2 Costs of other insurance maintained by

the organization in connection with the gen
era conduct of its operations are allowable
subject to the following limitations
aTypes and extent of coverage shall be in

accordance with sound business practice and

Pi 230 App B

131 rntuvand prInijuntshoal r rnusnnullir
nnloIhe cf rr nmstnaxes

ICoglx allowed Ior busiucss ittarruptioil
or nihor silnllar insurance shad bn limited to
exclndo covoragm of matlagoment lees
rCosts of insurance or of arty provulmll

lot a reserve covering the risk of joss of
dainoge to Poderal property err allowald
only to the extent that the oraanizuLiou ix
liahlrl for such loss or damago
dProvisions for a reserve under a 4cllin

suraaxrprolrramare allowable to f1w extent
hhnttypes of covornge extent of coveragn
rates and promiums would hnvo hoon n
Inurnd hall lnnurance been purchased to cover
the risks Ilowover provision for Inmwn or
roll40nably estilnaleI golf illsoroIliallilllleg
which do riot become payable for more tlan
one year after file provision is made shall
not exnood Cho present value of the liahility
c Costs of Insurance on the lives of trust

ees officers or other employees holding po
sitions of similar responsibilities are i0low
able only to the extent that the insurance

represents additional compensation see sub
paragraph 8g4of this appendix The cost
of such insurance when the organization is
identified as the beneficiary is unallowable
f Insurance against defects Costs of in

surance with respect to any costs incurred to
norreot defects in the organiziltioisnlatt
rials or workmanship are unidlowahle
g Medical liability malpractice lnsur

anoe Medical liability insurance is an allow
cost of Federal research programs only

to file extant that the Federal research pro
grams involve human subjects or training of
participants in research toolinignes Medical

liability insuranee costs shall be tronted as s
direct cost and shall be assigned to indi
vidual projects based on the mauner in which
the insurer allocates the risk to the popu
lation covered by the insuranee
3 Actual losses which could have Leon

covered by permissible insurance through

the purchase of insurance or a self insurance
program axe unallowable unless exprossl
provided for in theawardoxoept
a Costs incurred because of losses not

covered under nominal deductible insuance
coverage provided in keeping with sound
business practice are allowable
bMinor losses riot covered by insuraxice

such as spoilage breakage and disappear
ance of supplies which occur in the ordinary
course of operations are allowable
li Indemnification includes securing the

organization against liabilities to third per
sons and any other loss or damage notcom

pensated by insurance or otherwise The Fed
eral 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 en
dowment funds or the use of the non profit
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organizationsnwm funds however rep
resented are unallowable Bmvever interest
m debt incurred after September 29 1996 to
acquire Or replace capital assets including
renovations alterations equipment land
and capital assets acquired through capital
leases acquired after September 29 1995 and
used in support of Federal awards is allow
able provided that
1 For facilities acquisitions excluding

renovations and alterations costing over 10
million inhere the Federal Governmentsre
imbursement is expected to equal or exceed
40 percent of an assets cost the non profit
organization prepares prior to the acquisi
tion or replacement of the capital assetsa
Justification that demonstrates the need for
the facility in the conduct of federally spon
sored activities Upon request the needs jus
tification must be provided to the Federal
agency with cost cognizance authority as a
prerequisite to the continued allowability of
interest on debt and depreciation related to
the facility The needs justification for the
acquisition of a facility should include at a
minimum the following
a A statement of purpose and justifica

tion for facility acquisition Or replacement
b A statement as to why current facili

ties are not adequate
c A statement of planned future use of

the facility
d A description of the financing agree

ment to be arranged for the facility
e A summary of the building contract

with estimated cost information and state
ment of source and use of fonds
f A schedule of planned occupancy dates
2 For facilities costing over 5500000 the

non profit organization prepares prior to the
acquisition or replacement of the facility a
leasepurchase analysis in accordance with
the provisions of 21530through 21537 of 2
CFP 215 oMB Circular A 110 which shows
that a financed purchase or capital lease is
less costly to the organization than other
leasing alternatives On a net present value
basis Discount rates used should be equal to
the lionprofit organizationsanticipated in
terest rates and should be no higher than the
fair market rate available to the non profit
organization from an unrelated arms

lmlgth thirdparty The leasepurchase
analysis shall include a comparison of the
net present value of the projected total cost
comparisons of both alternativesover the pe
riod the asset is expected to be used by the
non profit organization Tile cost compari
sons associated with purchasing the facility
shall inchule the estimated purchase price
anticipated operating and maintenance costs
including proporty taxes if applicable not
included in the debt financing less any esti
nnaLed asset salvage value at the end of the
period defined above The cost comparison
for a capital lease shall include the esti
mated total lease payments any estimated

2 CFR Ch II 1109 Edition

bargain purchase option operating anti
maintenance cost and Lases not included in
the capital leasing arrangement les any es
tilllated credit clue under the lease at the
end of the period defined above Projected
operating ease costs steal be based on the
anticipated cost of leasing comparable facili
ties at fair market rates undoY rental agree
mente that would be renewed o reestab
lished over the period defined above and any
expectecl maintenance costs and allowable
property taxes to be borne by the non profit
organization directly or as part of the lease
arrangement
3 The actual interest cost claimed is

predicated upon interest rates that are no
higher than the fair market rate available to
the loll profit OrgallizatiOn fr011 all unre
lated arms ength third party

4 Investment earnings including interest
income on bond o loan principal pending
payment of the construction or acquisition
costs are used to offset allowable interest
cost Arbitrage earnings reportable to the In
ternal Revenue Service are not1equirecl to
be offset against allowable interest costs

6 Reimbursements are limited to the
least costly alternative based on the total
cost analysis required under subparagraph
23bof this appendix For example if an op
erating lease is determined to be less costly
than purchasing through debt financing
then reimbursement is limited to the
amount determined if leasing had been used
In all cases where a leasepurchase analysis
is performed Federal reimbursement shall
be based upon the least expensive alter
native
6 Nonprofit organizations are also sub

ject to the following conditions
a Interest on debt inCulledto finance Or

refinance assets acquired before or reac
quired after September 29 1995 is not allow
able

b Interest attributable to fully depre
ciated assets is unallowable

c For debt arrangements over 51 million
unless the nonprofit organization hakes all
initial equity contribution to the asset pur
chase of 25 percent or more 1101profft Orga
nizations shall reduce claimsfor interest ox
pense by an amount equal to imputed Alter
est earnings on excess cash flow which is to
be calculated as follows Annually 11011 prof
it organizations shall prepare a cuniulative
fron the inception of the project report of
monthly cash flows that includes iufDows and
outflows regardless of the funding source
Inflows consist of depreciation eNpense am
otizatiolof capitalized construction inter
est and annual interest expense Fo cash
flow calculations the annual inflow figures
shall be divided by the nanlbel of months in
the year usually 12 that the building is in
service for monthly amounts outflows c011
sisl of initial equity coil tribu Lions debt
principal ptayments less the pro rata share
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11111111tahl r Le 1111 11111111vl o rosL Of
IaIIdi Ill I intrPIS l pny IIIants Wrioro cunul
IaLivr ulflowr ox000d cumulative outflows
nterast shall be calculated oil the excess

ntflowt for that period and be trentrd as A re
dIvAdon tooilnwable Interest expanse The
V00of interest to bn used to campote earn
mgt on nxeess rash flown shall be the tlrlec
montdl Treasury Rill closing rate as of the
last mslness dap of that month
I SulratanCial reiocntion of fedormiv

sponsored nctfvitias from a facility financod
by indobtednoss the cost of whioh wan fund
ed 111 whole or partIhrough Fodaral reim
bernmrwnts to bother facllity prior to the

npmalloo of a porlod of 20 years roquiros no
tiee to the Fodcra cognizant agdney Tho ox
1onl of the rolocation the mount of the

Federal participatdon In 11111 financing and
the doprociatlon and intorost chargod to date
may require negotiation and or downward
aAjuslmonts of ropincomfill l space charged to
Pedoral programs In the future

to The allowable posts Lo aegnire focitities
and aquipment are limited to a fair market
value available to the nonprofit organiza
tion from an unrelated armslength
thhrd party

1 Dor non profit organizations subject to
till coverage under the Cost Accounting
4tandards CAS as defined at 48
9803201 the interest allowability provisions
of subparagraph a do not apply Instead
these organizations sponsored agreements
are subject to CAS 414 40 CVR 9903414 cost
of money as an element of the cost of 1acili
ties capital and CAS 417 43 CFR 9903477
cost o1 money at an element of the cost of
capital assets under construction

c The following definitions are to he used
for purposes of this paragraph

L Reacqutrocl assets means assets held hl
the non profit organization prior to Sep
tentbei 29 1995 that have again come to be
held by the organization whether through
repurchase or refinancing It does not in
clude assets acquired to replace older assets

2 Initial equity contribution means the
mount or value of contributions made by
non profit organizations for the acquisition
of the asset or prior to ocoupancy of facili
ties

3 Asset costs means the capitalizable
costs of an asset including construction
costs acquisition costs and other such costs
capitalized in accordance with CAAP

24 Labor relations costs Costs incurred in
maintaining satisfactory relations between
the organization and its employees includ
ing costs of labor management committees
employee publications and other related ac
tivities are allowable

25 Lobbying a Notwithstanding other
provisions of this appendix costs associated
with the following activities are unallow
able

Pl 230 App b

I1 At I IllIX Ln utflnnnoa the outenmer of
a1tP PrdoraIState or local dlactiou ref
oronclunt initfntivc or similar procedure
through in kind or oash omttributions n
dorsnnonLs puhlicity or similarnctivity

2 Fstnblishing administering contrih
uGtng lc or paying the expenses of n polil
foal 111trty campaign political ILctioll eon
miLtoenr nthar organization estmhlisheIfol
thn purpose of influencing the outnemn of
oleetlons

3 Any alaornpl to infinenow The inixodu
Mon of Foderal or Stato logislatlon or Ihr
owictmont or modification of any pending
Ilodond or Statclogislation through ramtnu
nioation with any niombor or employer of
the Congross or Stato legislature tlnclndinr
offorts to tilnuoneo State or local officials tn
engage to similar lobbying activityl or with
any GnVnl11mellt official or employed 11 eor
noction with a docision to sign or veto al

rolleIlegislation
4 Any attempt to influence The introduc

tiorl of Federal or State legislation or Ihd
enactment or modification of any pending
Federal or State legislation by preparing
distributing or using publicity or propa

ganda or by urging members of the gencral
public or any segment thereof to contribute
to or participate in any mass demonstration
march rally fundraising drive lohbving
campaign or letter writing or telepttond cane
pafgn or
5 begislative liaison activities includine
attendanee lit legislative sessions or com

mitted hearings gathering informatinn re
garding legislation and analyzing the effect
of legislation vrheu such activities are car
ried on in support of or in knowing prepara
tion for It effort to engage in unallowable
lobbying

b The following activities are exoepted
from the coverage of subparagraph 25 of
this appendix
1 Providing a technical caul factual pres

entation of information on a topic directly
related to the performance of a grant coin
Grant or other agreement through hearing
testimony statements or letters to the Con
gress of a State legislature or subdivision
member or cognizant staff member thereof
in response to a documented request includ
ing a Congressional Record notice requesting
testimony or statements for the record at a
regularly scheduled hearing made by the re
cipient member legislative body or subdivi
sion or a cognizant staff member thereof
provided such information is readily obtain
able and can be readily put in deliverable
form and further provided that costs snider
this section for travel lodging or meals ard
unallowable unless incurred to offer testi

mony at a regularly scheduled Congressional
hearing pursuant to a written request for
such presentation made by the Chairman or
Ranking Minority Nember of the Committee
or Subcommittee conducting such hearing
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2 Any lobbying made unallolvfible bF sub
paraglaph 25a3 of this appendix to fnfhi
ence State legislation in order to directly re
duce the cost or to avoid Illa1erial impair
nlent of the organizationsauthority to per
form the grant contract or other agree
mol1L
3 Any activity specifically authorized by

statute to be tuldertakeu with hinds front
the grant Contract or other agreement
c 1 Yhen an organization seeks reim

burselllent for indirect costs total lobbying
costs shall be separately identified in the in
direct cost rate proposal and thereafter
treated as other unallowable activity costs
in accordance with the procedures of sub
paragraph B3 of Appendix A to this part
2 Organizations shall submit as part of

the annual indirect cost rate proposal a cer
tification that the requirements and stand
ards of this paragraph have been complied
With
3 Organizations shall maintain adequate

records to demonstrate that the determina
tion of costs as being allowable or unallow
able pursuant to paragraph 25 complies with
the requirements of this Appendix
4 Time logs calendars or similar records

shall not be required to be created for pur
poses of complying with this paragraph dur
ing any particular calendar month when the
employee engages in lobbying as defined in
subparagraphs 25a and b of this appendix
25 percent or less of the employees Com
pensated hours of employment during that
calendar month and within the preceding
five year period the organization has not
materially misstated allowable Or unallow
able costs of any nature including legisla
tive lobbying costs hlllen the conditions de
scribed in this subparagraph are met organi
zations are not required to esLablish records
to support the allowability of claimed costs
in addition to records already required or
maintained Also when the conditions de
scribed in this subparagraph are met the ab
sence of tinle logs calendars or similar
records will not serve as a basis for dis
allowing costs by contesting estimates of
lobbying Lillie spent by employees during a
calendar nlontll
u Agencies shall establish procedures for

resolving in advance in Coll Sul Lati oil with
014E any significant questions or disagree
ments concerning the interpretation 01 aP
plicatiml of paragraph 25 Any such ativlrnco
resolution shall be binding in any subsequont
settlements audits or investigations with
respect to that grant 01 contract f01 pur
poses of interpretation of this Appendix pro
vided however that this shall not be con
strued Lo prevent a contraeL01 or gran Lee
from contesting the lawfulness of such it de
Lerlllinatioll

d Lxecutive lobbying eosLs Costs incurred
in attempting Lo improperly influence either
directly or indirectly an employee or officer

2 CFR Ch II 1109Edition

of Lhe Lxecu Live Branch of Lhe Federal CioP
ernnlent Lo give consideration 01 Lo act re
earding a Sponsored agreonlont or a regu
laLory matter are unallowable Improper in
fluence nlealle aaly influence that induces or
tends to induce a Federal employee 0 officer
to give cmisideratioll or to act rogarding a
federallsponsored agreement or regulatory
matter on any basis other than the merits of
the matter

28 Losses on other spollsored agreements
or contracts A11y excess of costs over in
come on any award is unallowable as a cost
of any other award This includes but is not
limited to the organizatioils contributed
portion by reason of cost sharing agreements
or any underrecoveries through negotiation
of lump sums for or ceilings on indirect
costs

27 Maintenance and repair costs Costs in
curred for necessary maintenance repair or
Upkeep of buildings and equipment includ
ing Federal property unless otherwise pro
vided for which neither add to the perma
nent value of the property 1101 appreciably
prolong its intended life but keep it in an ef
ficient operating condition are allowable
Costs incurred for improvelllents which add
to the permanent value of the buildings and
equipment m appreciably prolong their in
tended life shall be treated as capital ex
penditures see paragraph 15 of this appen
dix

28 Materials and supplies costs a Costs
incurred for materials supplies and fab
ricated parts necessary to carry out a Fed
era award are allowable

b Purchased materials and supplies shall
be charged at their actual prices net of ap
plicable credits Withdrawals from general
stores or stockrooms should be charged at
their actual net cost under any recognized
method of pricing inventory lvAbdrawals
consistently applied Incoming transpor
tation charges are a proper part of materials
and supplies costs

C only materials and supplies actually
used f the performance of a Federal award
nlay be charged as direst costs

d 1Ahere federally donated or furuislled
matorials are used in performing the Federal
award such materials hill be used without
charge

28 Meetings and conferences Costs of
meeting and conferences the primary pur
pose cf which is the dissemination of tech
nical information are allowable This in
cludes costs of meals Lransporta ti oil rental
of facilities speakers fees and other items
incidental to such meetings 01 conferences
But see paragraphs 14 LnCerLainnle11t costs
and 33 Participant support costs of this ap
pendix

30 Memberships subscriptions and profes
sional activity costs a Costs of the 21011
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prulll oll i1rivAtionsnionilwrhip nl inrsi
it tcahnical 1111 pvofessinnalnrcaniza
LInnrunallnwfl IQ

I nsts of the non profit ornniznifons
Au nseriptimis to business professional and
try hnicalperiodicals orc aJlownblc

c Coats of membership in any civic or
unnnnuulry orgmaizatioll axe allowahlnwith
Priornpprovad by Podrraleognizant agency

l Costsof motnbersbil in any country club
or social or dining club or organization are
uan11ownhle

31 Orl auizatioil nnsts Expolhturos such
uF incorporotdoil loon brolcors foes fees to
prnmolomorgunizors n munegnmenf con
I tsntf aattorlinys il000llltllntaof irveHt
nunt aouuselors wbotsher or ot employees
cl tho organfzntion lit connection wfth is
Iablishmont or roorgaaitzatlnn of an orgnni
zntiou are Irnallowable except kvitdl prior ap
prova of the awarding agoiloy

I32 Tage charges in professional Journals
Yago charges for professional journal publi

rntions are allowablo as a necessary part of
resoaxoll costs where

c The research papers report work sup
ported by the Federal Government and

b The charges are levied impartially on all
1osoarcli papers published by the journal
wbether or not by federally sponsored au
thors

3 Participant support costs Participant
support costs are direct costs for items such
ac stipends or subsistence allowances travel
n11owancesani registration fees paid to or
an behalf of participants or trainees hut not
employees in connection with neetings
onferenees symposia or training projects
Those costs are allowable with the prior ap
proval of theawaxlingagency

M Patent costs a The following costs re
lating to patent and copyright matters are
n11ntvabie cost of preparing disclosures re
ports and nther documents required by the
Paderal ward and of searching the art to
tho extent necessary to make such disclo
sures cost of preparing documents and any
other patent rosts in connection with the fil
ing and prosecution of a United Rtates pab
e3tt application where title or royaltyfree i
cense is required by the Federal Government
to be conveyed to the Federal Government
and general counseling services relating to
patent and copyright matters such as advice
on patent and copyright laws regulations
clauses and employee agreements but see

paragraphs 37 Professional services costs
and 44 Royalties and other costs for use of
patents and copyrights of this appendix

b The following costs related to patent
and copyright matter are unallowable
1 Cost of preparing disclosures reports

and other documents and of searching the
art to the extent necessary to make disclo
sures not required by the award
2 Costs in connection with filing and

prosecuting any foreign patent application
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nr niy H1111wHtatc potnnlapplinatinn
whore Itbn Pglnrid nword does not requiro
o0nvr1yinl1title or a royaltyIreo 1001140 to
the Perloral Government but secprwralph
Jr Royaltiesand other costs lot use of pal
ents and Aopyrfghts of phis appendix

35 Plant and homeland security onats
Neoessnyani reasonable exponses mrrorred
for routine and homeland seourityto protect
raoilities personnel and work prodnetR arn
allowable Such costs include but ore not
1luifted to wages and uuifornv of personnel
ongaged In security aottvities equipment
barriors contrnctualsecurity sorvicos coil
sultants etc Capital expenditures for honu
land and plant security purposes nrr sill eni
Lo paragrapb 15 Fpiiptnent aaid other cap
ital oxponditures of thisappondix
3i Tre agreemell t costs Preaward rnsls

are thoso incurred prior to the effective rlatr
of the award directly pursuant to the nego
tiation and in anticipation of the award
where such costs are necessary to comply

with the proposed delivery schedule or period
of performance Such costs are allowable
only to the extent that they would have been
allowable if incurred after the date of the
award and only with the written approval of
the awarding agency

37 Professional services costs a Costs of
professional and consultant services ron
derod by persons who are members of a Par

colarprofession or possess a special skill
and who are not officers or employees of the
nonprofit crgaaiization are allowable sub
joet to subparagraphs b and c when roason
able in relation to the services rendered awl
whon not contingent upon recovery of the
costs from the Federal Government hr iddi
tion legal and related services are limited
underparagraph10 of this appendix
b In determining the allowability of costa

ill a particular easo no single factor or anv
special oomnbination of factors is necessarily
determinative Flnwever the following fac
tors are relevant
1The nature and scope of the servioe ren

dered in relation to the service retluirod
2 The necessity of contracting for thw

service considering the non profit organiza
tionscapability in the particular area
3The past pattern of such costs particu

larly in the years prior to Federal awards

4 The impact of Federal awards on the
non profit organizationsbusiness iewhat
new problems have arisen
5Whether the proportion of Federal work

to the non profit organizationstotal bust
ness is such as to influence the non profit or
ganization in favor of incurring the cost

particularly where the services rendered are
not of a continuing nature and have little re
lationship to work under Federal grants and
contracts

6 Whether the service can be performed
more economically by direct employment
rather than contracting
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7 The qualifications of the individual or
concern rendering the service and the cus
tmnary fees charged esPeof on no

ells

eralaards
ii Adequacy of the contractual agreement

Rbr the service ep description of the serv
ice estimate of time required rate of con
pensation and Lernlination provisions

c In addition to the factors in subpara
graph 371 of this appendix retainer fees to
be allowable must be supporLed by evidence
of bona fide services available or rendered

36 Publication and printing costs a Publi
cation costs include the costs of printing in
cluding the processes of composition plate
making press 1vork binding and the end
Products produced by such processes dis
tribution promotion mailing and general
handling Publication costs also include page
charges in professional publications

b If these costs are not identifiable with a
P rticular cost objective they should be al
ooated as indirect costs to all benefiting ac
tivities of the nonprofit organization

C Page charges for professional journal
Publications are allowable as a necessary
part of research costs where
1 The research papers report work suP

ported by the Federal Government and
2 The charges are levied impartially on

Nil research papers published by the journal
whether or not 1y federally sponsored au
thors

30 Rearrangement and alteration costs
Costs incurred for ordinary m normal rear
rangement and alteration of facilities are al
ovable 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 organizationsfacilities to approxi
mately the same condition eisting imme
diately prim to conmencement of Federal
awards less costs related to norrna wear
and tear are allowable

41 Recruiting Costs a Subject to subpara
graphs 41b c and of of this appenclix and
provided that the size of the staff recruited
and maintained is in keeping with workload
requirements costs of help wanted adver
tising operating costs of all eniploynnen6 of
fice necessary to secure and maintain an
adequat staff costs of operating an aptitude
and educational testing Program travel
costs of employees while engaged in recruit
ing personnel travel costs of applicants for
interviews for prospective employment and
relocation costs incurred incident to recuiL
ment of new employees are allowable to the
cLenl that such costs are incurred pursuant
Lo a yellmanaged recruitment program
11he1 the organization uses employment
agencies costs that are not in excess of
standard commercial rates for Stich services
are allowable

2 CFR Ch II 11 09 Edition

lu publicaLiolm costs of help wanted a
vertising that include color includes adver
tising material for other than recruitment
purposes or isecessive in size taking into
consideration recrui bill ell J purposes for

which iuLended and normal organizational
Practices in this respect are unallowable

c Costs of help wan Led advertising special
emoluments fringe benefits and salary al
lowances incurred to attract professional
personnel front other organizations that do
not meet the test of reasonableness or do not
conform lvith the established practices of tile
organization are unallowable

d Where relocation costs incurred incident
to recruitment of a new employee have been
allowed either as an allocable direct or indi
rect cost and the newly hired employee re
signs for reasons within his control wwithfn
twelve months after being hired the or ni
zation will be required to refund or credit
such relocation costs to the Federal Govern
ment

42 Relocation costs a Relocation costs
are costs incident to the permanent change
of duty assignment for an inclefinite period
or for a stated period of not less than 12
months of an existing employee or upon re
cruitment of a new employee Relocation
costs are allowable subject to the limitation
described in subparagraphs 42b c and d of
this appendix provided that

1 The move is for the benefit of the em
ployer

2 Reimbursement to the emplgyee is in
accordance with an established written pol
icy consistently follolved by the employer
3 The reimbursement does not exceed the

employeesactual o reasonably estimated
expenses

1 Allowable relocation costs for current
employees are limited to the following
1 The costs of transportation of the en

ployee nembers of his immediate family
and his household and Persona effects to
the new location
2 The costs of finding it new home such

as advance trips by employees and spouses be
locate living quarters and tennpcary lodging
during the transition period tip Lo maximum
period of 30 clays including advance trip
time
3 Closing costs such as brohoage legal

and appraisal JeIs incident to the disposi
tion of the employees former honk These
costs together with those described in sub
paragraph 4214 of this appendix are lim
ited to 1 percent of the sales price of the cn
ployeesformer hone
4 The continuing costs of ownership of

the vacant Ienner home after the settlement
o ease date of the employee new perma
nent hone such as maintenance of buildings
and grounds exclusive of fixing upePenses
utilities taxes and property insurance

G Other necessary and reasonable a
penses normally incident to relocation such
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nr Ihr oslsof canoolinp an uunitpirud leas
lisaruu ncling and rtihistnlIufhousehold are
phanss and purchasing insurallwagainst
Inw of or to 1lc1140ialproper The
nest of rnnoeling an unexpired leaso is hnl
ftod fo thror times the monthly rental

c Mlovlalicrelocation coSt foil nOv eill
pinyloverr I1nnitod to those describnd to suh
paragraph42bL and 2 of thisoppoudix
Whon rolocntion costs incurred incident to
he rooruttmwlt of new employees hnve hoen
a11owod olthor as a direct or Indirect conic
all d tlte ompoyoe resigns for reasons within
Ills control within 12 months after hire the

orgnntzatton shall refund or credit the Fod
ernl 00vornntonf for Its shave of tho oos

llowmorthe costs of travol to an overseas
ontdon shn11 be oonsidorad travol costs in

cwlordanco with paragraph 50 and not reloon
tion oosts for the purpose of this paragraph
11 dopendonts are not pormltted at the loon
lo for nny roason and Mle costs do noi itl
olude costs of transpolting household goods

d The following oosts related to relocation
gyre unallowable
1Fees and other costs associated with ac

quiring a new some
2A lose on the sale of a former home

1 Continuing mortgage principal and in
terest payments on a home being sold
4hmome taxes paid by an employee re

lated to reimbursed relocation costs
93 Roma costs of buildings and equip

mcnnl a Snibjeot to the limitations describnd
in subparagraphs 421 through d of thil ap
pendix rental costs are allowable to the ex
tent that the rats are reasonable If light of

such factors as Rental costs of oomparable
property if any markot conditions in the
area alternatives available and the type
life expoetaalcy condition mid value of the
property leased Rental arrangements should
be reviewed periodically to determine it cir
gnnnstanoes have changed and other Options

ire available
1Rentalcosts under sale and lease back

arrangements are allowable only up ro the
amount that would be allowed had the non

profit orgaanization continued to own the
property This amount would include ex
penses such as depreciation or use allowance
maintenance taxes and insurance

c Rcnta costs under lessthanarms
length leases are allowable only tip to the
amount as explained in subparagraph 431
of this appendix that would be allowed had
title to the property vested in the non profit
organization For this purpose a lessthan
arms length lease is one tinder which one
party to the lease agreement is able to con
trol or substantially influence the actions of
the other Such leases include but are not
limited to those between divisions of a non
profit organization non profit organizations
eider common control through common offi

cers directors or members and a non profit
organization a d a director trustee officer

Pt 230 App B

n7 knv nnlplovne of the non profll orpanizri
riou nr his unnnwhilio lankly eilher rliractly
or 111roug corporations trust or sirtillar
arrangonumts in which they hold a control
ling interest For example a non profit ortfa
nlvatinn may estahlfsh n sepalIMennrporn
lion for tho sole purpose of ovrning prupert
and lvasinr It basin to the non profit or nni
nation

d Rniltal eosts under leases which are re

qutrod to be troated as capital leasos under
GAAP are allowable only up to the anornl
as explainod in subparagraph h 11110 would
be allowed had the non profit orgaanizntioi

purchasod the property on the data the loa9e
fq was exoouted The provisions of
hinancial Acoounting Standardr Rcard
Ktatomont 13 Acoounting Ibr honsor shn11
On used to dotornnine whether a leasn w

captUd loose lnterest costs relatod to call
Ital biases aro allowable to the extenl thew
moot the criteria In paragraph 23 of this ap
pondix ilnallcwable costs include 2moutltn
paid for profit management fees and tams
that would noi have been incurred had the

non profit organization purcliased the facil
ity

44 Royalties and Other costs for use of pet
ents anti copyrights a Royalties on a patent
or copyright or amortization of the cost of
acquiring by purchase a copyright Parent Or
rights thereto necessary 1or tiw proper pnr
formmco of the award are allowabbuneS

11 TLe llederal Government has a boons
Or tbr right to free use of the patontnropy
right

2 The patent or copyright has beef adju
dicatod to be invalid or ha beenalmiaintr
tively dotermined to be invalid
3 The patent or copyright is considnOd LO

be Unenforceable
4 The patent or copyright is expirod
h Spooialcare should be exercised in Ie

ternlining reasonableness where the rnyal
ties may have arrivod at as a result of less
thanarmslength bargaining ey
1 Royalties paid to persons irulacdilw

corporations affiliated with the non profit
organization
2 Royalties paid to unaffiliated parties

including corporations under 011 agreement
entered into in contemplation that a Federal
award would be made
3 Royalties paid under an agreement en

tered into after an award is made to a non
profit organization

c In any case involving a patent or copy
right formerly owned by the non profit orga
nization the amount of roValty allowed
should not exceed the cost which would have
been allowed had the non profit organization
retained title thereto

45 Selling and marketing Costs of selling
and marketing any products or services of
the non profit organization are unallowable
unless allowed under paragraph 1 of this ap
pendix as allowable public relations cost
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Bowever these costs are allowable as direct
costs with prior approval by awarding agen
cies when they are necessary lo the per
formance of Federal progranls

4G Specialized service facilities a The
costs of services provicled by hig9ly couple
or specialized facilities operated by the non
profit organiaatiDll such as computers wind
tunnels and reactors are allowable provided
the charges for the services meet the condi
tions of either paragraph 4G b o C of this
appendix and in addition take into account
any items of incone or Federal financing
that qualify as applicable credits under sub
paragraph AA of Appendix A to this part

b The costs of such services when mate
rial must be charged directly to applicable
awards based on actual usage of the services
of the basis of a schedule of rates or estab
lished methodology that does not discrinni
nate against federally supported activities of
the nonprofit organization including usage
by the nonprofit organization for internal
purposes and is designed to recover only the
aggregate costs of the services The costs of
each service shall consist normally of both
its direct costs and its allocable share of al
indirect costs Rates shall be adjusted at
least biennially and shall take into consid
eration overunder applied costs of the pre
vious periods

c here the costs incurred for a service
are not material they may be allocated as
indirect costs

d Under some extraordinary cir

cumstances where it is in the best interest
of the Federal Government and the institu
tion to establish alternative costing arrange
ments such arrangements may be worked
out with the cognizant Federal agency

49 Taxes a In general taxes which the or
ganization is required to pay and which are
paid or accrued in accordance with GAAP
and payments made to local governments in
lieu of taxes which are connnensulate with
the local government services received are
allowable except for taxes from which ex
emptions are available to the organization
directly o which are available to the organ
zation based on an exemption afforded the
Federal Government and in the latter case
when theatvarding agency makes available
the necessary exemption certificates special
assessments on land which represent capital
Improvements and Federal inconnc taxes

b Any refund of taxes and any payment to
the organization of interest thereon which
were allowed as award costs will be credited
either as a cost reduction or cash refund as
appropriate to the Federal Government

46 Termination costs applicable to spon
sored agreements Termination of awards
generally gives rise to the incurrence of
costs o the need for special treatment of
costs which would not have arisen had the
Federal award not been terminated Cost
principles covering these items are set forth

2 CFR Ch II 1104 Edition

below They are to be used in e0nJu nction
with the other provisions of this appendix in
termination situations
a The cost of itenns reasonable usable on

the limnprofit orgnnizatiors other work
shacll 1101 be allowable unless the nonprolft
organization submits evidence that it would
not retain such items at cost without sus
taining a loss In deciding whether such
itennss are reasonably Usable mi other work of
the non profit organization the awarding
agency should consider the non profit orga
nizationsplans and orders for current and
scheduled activity Contemporaneous pur
chases of common items by the nonprofit
organization shall be regarded as evidence
that such items are reasonably usable on the
nonprofit organizations other work Any
acceptance of common itenns as allocable to
the terminated portion of the Federal award
shall be limited to the extent that the quan
tities of such items on hand In transit and
on order are in excess of the reasonable
quantitative requirements of other work

b If in e particular case despite all rea
sonable efforts by the non profit organiza
tion certain costs cannot be discontinued
immediately after the effective date of ter
mination such costs are generally allowable
within the limitations set forth in this ap
pendix except that any such costs con
tinuing after termination due to the neg
ligent or willful failure of the nonprofit or
ganization to discontinue such costs sha11 be
unallowable

C Loss of useful value of special tooling
machinery and is generally allowable if
1 Such special tooling special machinery

or equipment is not reasonablg capable of
use in the other work of the non profit olga
nizatioll
2 The interest of the Federal Government

is protected by transfer of title m by other
means deemed appropriate by the awarding
agency and
3 The loss of useful value for any one ter

minated Federal award is limited to that
portion of the acquisition cost which bears
the same ratio to the total acquisition cost
as the terminatecl portion of the Federal
award bears to the entire terminated Federal
award and other Federal awards to which
the special tooling special machinery or
equipment vas acquired
d Rental costs under unexpired louses are

generally allowable where clearly shown to
have been reasonably necessary for the per
formance of the WrininatedFederal award
Jess the residual value of such oases if
LThe amount of such rental claimed does

not exceed the reasonable use value of the
proporty leased for the period of the Federal
avard and such further period as may be rea
sonable and

2 The nonprofit organization makes all
reasonable efio is to terminate assign set
tle or otherwise reduce the cost of such
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on It Thor aiRInIIt beIuludIfthe uosl of
aiterahlens of such lolwod properlPprovided
incll idleratlionft we1 n000lvlo for tile pel
Iormauleo of the Podcrnlnwflrd and of ren
soil aule rostoration rcqufroIbS the provi
suus of Ihe louse

r nttdomont expenses illoill lint Ihe 1oi
inwlnll nro gnruntldly allowable

11 Accounting evaicericaland similltr
cosl reasouahly necowlally for

ut The proparntiou and proscntation to
thnvnuding agrmcy of sottlomont cleAMS
and supporting data with respect to theIer
InillaleIportion of the Pedoral award unless
the termtnntion Is for default seo 2156of
2 CPR part 216 Oh414Cirouinx A11nnd

hI The tonitnation and sottloment of nul
avrnrds

21 Roasonable costs fm tho storltfo lwans
PortoLion protection and disposition of

property provided by the Federal Govern
ment or a0futrod or produood for the Foderal
award except whon grantees or contractors
axe reimbursed for disposals at a predetw
mined amount in accordance with 21532

through 21537 of 2 CFR part 215 OMB Cir
cular A110
3 Indirect costs related to salaries and

wages incurred as settlement expenses in
subparagraphs 48e1and 2 of this appen
dix Normally such indirect costs sball be
limited to fringe benefits occupancy cost
nnd immediate supervision
f Claims under sub awards Including the

dlocobleportion of claims which are conn
mon to t9 lo Federal award and to tither work

of the 11011profit organization are generally
allowable

An appropriate share of the non profit or
ranizations indirect expense may be allo
eatod to the amount of settlements with suh
contractors andor subgrantees provided
that thenmount allocated is otherwise con
sistent with the basic guideline contained

In Appendix A The indirect expense so allo
cated shall exclude the same and similar
costs claimed directly o indirectly as settle

ment expenses
49 Training costs a Costs of preparation

and maintonance of a program of instruction
including but not limited to onthe job
classroom and apprenticeship training de
signed to increase the vocational effective
ness of employees including training mate
rials textbooks salaries or wages of trainees
excluding overtime compensation which
might arise therefrom and isalaries of the
director of training and staff when the train

ing program is conducted by the organiza
tion or it tuition and fees when the train
ing is in an institution not operated by the
organization are allowable
I Costs of part time education at an un

dergraduate o postgraduate college level
including that provided at the organizations
own facilities are allowable only when the
course or degree pursued is relative to the

P1 230 App B

field 111 which i lv onlplopoc in nut worhinl
cr nwl reIsnupbl be expected iu worlt onrl
ore lintitod to

O I Training materials
CSI Trahooks

CSI Poes chaxpos by th edutationa inslnt0
Lion

41 Tuition charged by the eduontionnl m
stibution or In lion of tuition instructor
salaries and the rolated share of Indiroel
costs of the educational institution to 11e
ortont that the sum thereof is not in nxrss
of the tuition which would have hoot pain to
tilepartfcfpattng odecational institution
fi Salaries and rolated costs of InstruIMr

who are ennployoos of the organization
6t Strntghttime eomp0nsation of each

employoo for time spent attonding ol0000s
durink working hours 1101 in ecess el IGt
hours pit year and only to the extent Ihai
circumstances do not permit the operation el
classes or attendance at classes after regular

working hours otherwise such comperosa
tion is unallowable

c Costs of tuition fees training matoiale
and to but not subsistence nlar

or any other emoluments in connection
with full time education including that pro
vided at the organizationsown facilities at
a post graduate but not undergraduate col
lege level are allowable only molten the
course or degree pursued is related to the
field in which t1w employee fs now woriint
o may ressonably be expected to work and

only where the costs receive the prior alr
prove of the awarding agency Such eosts
are limited to the costsattribntable to u

total period not to exceed one school ynerfor
each employee so trained In unusual casos
the period may be extended

d Costs of attendance of up to Ili weeks per
employee per year at specialized programs
specifically designed to enhance the effee
tivenoss of executives or managers or to pre

pare employees for Seel positions are allow
able Such costs include enrollment fees
training materials textbooks and related
charges employees salaries subsistence
and travel Costs allowable under this para
graph do not include those for courses that
are part of a degree oriented curriculum
which are allowableoly to the extent set

forth in subparagraphs b and c
e Maintenance expense anti normal depre

ciation or fair rental on facilities owned or

leased by the organization for training pur
poses are allowable to the extent set forth in
paragraphs 11 27 and 50 of this appendix
f Contributions or donations to edu

cational or training institutions including
the donation of facilities or other properties
and scholarships or fellowships are unallow
able

g Training and education costs in excess
of those otherwise allowable tinder subpara
graphs 49b and c of this appendix may be al
lowed with prior approval of the awarding
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agency To be considered for approval the
organizatio must demonstrate that such
costs are OonsisLently incurred pursuant to
an established training and education pro
gram and that the course or degree pursued
is relative to the field in which the employee
is nom uvmking or may reasonably be Ox
pected to wort

60 Transportation costs Trarrspmtatiol
costs include freight express cartage and
postage charges relating either to goods pur
chased in process or delivered These costs
are allowable When such costs can readily
be identified with the items involved they
may be directly charged as transportation
costs or added to the cost of such items see
paragraph 28 of this appendix S1here identi
fication with the materials received cannot
readily be made transportation costs may be
charged to the appropriate indirect cost ac
counts if the organization follows a con
sistent equitable procedure in this respect

51 Travel costs
a General Travel costs are the expenses

for transportation lodging subsistence and
related items incurred by employees who are
in travel status on official business of the
non profit organization Such costs may be
charged on all actual cost basis on a per
diem or mileage basis in lieu of actual costs
incurred o on a combination of the two
provided the method used is applied to an en
tire trip and not to selected days of the trip
and results in charges consistent with those
normally allowed in like circumstances in
the non profit organizations nonfelerally
sponsoedactivities

b Lodging and subsistence Costs incurred
by employees and officers for travel includ
ing costs of lodging other subsistence and
incidental expenses shall be considered rea
sonable and allowable only to the extent
such costs do not exceed charges normally
allowed by the non profit organization in its
regular operations as the result of the non
profit organizationswritten travel policy
In the absence of an acceptable written nor
profit organization policy regarding travel
costs the rates and amounts established
unler subchapter I of Chapter 57 Title 5
United States Code Travel and Subsistence
Expenses klileage Allowances m by the
Administrator of General Services o by the
President o his or ber designee pursuant
to any provisions of such subchapter shall
trpply to travel under Federal awards 18 CFli
3120546a

c Commercial air travel 1 Airfare costs
in excess of the customary standard conrno
cial airfare oOleh o equivalent Federal
Government corLracl airfare here author
ized and available OF the lowest commercial
discount airfare are unallowable except when
such acconimodatioil s would require circui
Was routing requiretave during unreason
able hours excessively Pnolongtave result
in additional costs that would offset the

2 CFR Ch II 1109Edition

transportation savings or oiler amommoda
Lione not reasonabhnlequatefor the trav
elersmedical neods The nonprofit organi
zation most Justify Mid document these con
ditions on o casebcase basis in order for
the use of firstclasa airfare to be allowable
in such cases

2 Unless a pattern of avoidance is de
tected the Federal Government will gen
erallS not question a non profit organiza
tions determinations that customary stand
ard airfare or other discount airfare fs un
available fm specific trips if the nonprofit
organization can demonstrate either of the
followin that such airfare was not avail
able in the specific case or that it is the
nonprofit organizations overall practice to
make routine use ofsuch airfare

d Air travel by other than commercial
carrier Costs of travel by nonprofit organP
zation owned leased or chartered aircraft
include the cost of lease charter operation
including personnel costs maintenance de
preciation insurance and other relatel
costs The portion of such costs that exceeds
the cost of allowable commercial air travel
as provided for in subparagraph c is unal
1 owabl e

e Foreign travel Direct charges for for
eign travel costs are allowable only when the
travel has received prior approval of the
awarding agency Each separate foreign trip
must receive such approval For purposes of
this provision foreign travel includes any
travel outside Canada Mexico the United
States and any United States territories and
possessions However the term foreign
travel for a rlonprofit organization located
in a foreign country means travel outside
that country

52 Trustees Travel and subsistence costs
of trustees or directors are allowable The
costs are subject to restrictions regarding
otging subsistence and air travel costs pro
vided in paragraph 51 of this appendix

APPliNDD C TO PART 230 1401PROFIT
ORGANIZATIONS NOT SUBJECT TO
TH16 PART

1 Advance Technology Institute ATI
Charleston South Carolina

2 Aerospace COpoator El Segundo Cali
fornia

3 American Institutes of Research AIR
1lashington DC

4 Argonne National LaboratoyChicago Il
linois

5 Atomic Casualty Commission Wash
ington DC

6 BatLelle Monlorial Institute

IleadquarLered in Columbus Ohio
7 Brookhaven hationalLaboratory UpLOn

New York
8 Charles Stark Draper Laboratory lnco
poated Caanbridge Massachusetts
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II loorRin Llsrltuirof TruhnolofyGeurfa

Aplliari RnannrohLnrpuratinMGoor
pa fool ftnsoaroh Institute ittdaninc
rtia

I IlnnlorvlPnvfronmontalIloaMh 1nunda
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III fiT ftosoarnh Inalitate ChioatoIllinois
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1111L Virqlliln
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VirRdllia
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aroryGroon Bank Wort VIrg nia
0 National Ronewable Dnergp LnIONtory
Ooldru Colorado
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Rond Corlmrntinirknta Nlmlirr Cali
lurnia

23 1tosoaachPrircIgIc 11IatltUte Itosoarl

TrianflePark North Carolina
2 ILiverside Rosoaroh I11sti111ta ICou ork

Now York

25 Louth Carolina Itasoaroh Aut1101
SCTLA Mharinston South Carolina

M Bouthern jteBoarell h1SLitutc Rir

minthan AlaObama
2houthwost Researol LlsYdtuicRLn Anto

nio Toxas
28 SRT Intornatioil TO Mnulo ParkOlifornia

21 Rymmi1Ro Rossarch Corporation Syrn
onNe Nov York

30 UnivorsitiosRosotLroh AssncinrSnnLuor

poratod Natknrt Annolorntion Ar

Imule T111no1n
31 irhnnInstitute WfuhinttonDC
32 Non profit I nIMa11Ce nompanios surli Ls

Bluo Cross and I31uo ShieldOraalizatirnlF
33 other non profit nrtanizations as neWo
tiated with auardinfr nkennies
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Circular No A 133
Revised to show changes published in the Federal Registers

of June 27 2003 and June 26 2007
Audits of States Local Governments and Non Profit Organizations

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT Audits of States Local Governments and Non Profit Organizzations
1 Purpose This Circular is issued pursuant to the Single Audit Act of
1984 PL 98 502 and the Single Audit Act Amendments of 1996 PL 104 156It sets forth standards for obtaining consistency and uniformity among Federal
agencies for the audit of States local governments and nonprofit
organizations expending Federal awards
2 Authority Circular A133 is issued under the authority of sections
503 1111 and 7501 et seq of title 31 United States Code and Executive
Orders 8248 and 11541

3 Rescission and Supersession This Circular rescinds Circular A128
Audits of State and Local Governments issued April 12 1985 and supersedes
the prior Circular A133 Audits of Institutions of Higher Education and
Other Non Profit Institutions issued April 22 1996 For effective dates

see paragraph 10

4 Policy Except as provided herein the standards set forth in this
Circular shall be applied by all Federal agencies If any statute

specifically prescribes policies or specific requirements that differ from thestandards provided herein the provisions of the subsequent statute shall
govern

Federal agencies shall apply the provisions of the sections of thisCircular to non Federal entities whether they are recipients expending
Federal awards received directly from Federal awarding agencies or aresubrecipients expending Federal awards received from a pass through entity a
recipient or another subrecipient

This Circular does not apply to nonUS based entities expendingFederal awards received either directly as a recipient or indirectly as a
subrecipient

5 Definitions The definitions of key terns used in this Circular are
contained in 105 in the Attachment to this Circular
6 Required Action The specific requirements and responsibilities of
Federal agencies and non Federal entities are set forth in the Attachment to
this Circular Federal agencies
malting awards to non Federal entities either directly or indirectly shalladopt the language in the Circular in codified regulations as provided inSection 10 below unless different provisions are required by Federal
statute or are approved by the Office of Management and Budget Ob1B
7 014E Responsibilities 01vjB will review Federal agency regulations and
implementation of this Circular and will provide interpretations of policyrequirements and assistance to ensure uniform effective and efficient
implementation

8 Information Contact Further information concerning Circular A 133 may
be obtained by contacting the Financial Standards and Reporting Branch officeof Federal Financial Management Office of Management and Budget Washington
DC 20503 telephone 202 3953993
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Subpart AGeneral
100 Purpose

j 1 1 1 1i1 Iry and In i

105 Definitions

IflutI

A dud rtihai a pu17ic accountant or a Federr
rganization which meets the gener
Jauditing s 1nd1 J

auditors rfnpn1
W

510a nrtinq and

FJAnumhe 111111P a Yedral program in
yj PT

rIS eZ r I iat ed Cf i arfis1 1111 mr I I I f
zitre unintoi i romp 1 i ante r aIllen t s The tof clusters of programs j

and nancial cL1d SFA and other
C 1 asters the are as defined by the office of Management and
Budget OMB in rnerompIIalsupplement or as designated by a State for
T awa Ihe JYCYviC3e to itS SUID that meet the
drfinjtion of a cluster of programs When designating an other cluster a

shai iidentify the Federa awards included in he cluster and advise he
subrecipJ entis of compliance requirements applicable to the cluster consis
WJ 1 1 400d1and 0 4 00 d 2 respectively A cluster of programs

as e program for determining major programs as
9and n exce of R D as described In

5200c a audit may be dected

di ans the Federa l agency desicqnii eo arala2erlcy for jU r I ineC

out Irle n 5

ompLiance supLIement efers to Circuia A1Com ce
uement DincLaded as Appendix 3 to C131ar A13 or saich documents as

epiace This do is aa i DITMB or iis des may SUE o

Mlcllls Y JI 1 cjacIe

2 Produces recommended mproveraentS of

3 Demonstrates that audit findings are el ther nValid or do not
warrant auditee actionon

7Federal agency has the same meaning as the term aqenc in 1 51 I

of title 5 United Code

Federal award mpans Federal financial assistance and Federal 5
reimbursement contracts that nonFederal entities receive directly fr
Federal awarding agencies or indirectly from passthrough ent J
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not include procurement contracts under grants or contracts used to bud
goods or services from vendors Any audits of such vendors shah be covered
by the terms and conditions of the contract Contracts to operate Federal
Government owned contractor operated facilit es GOCos are excluded from the
requirements of this part

Federal awarding agency means the Federal agency that provides an award
directly to the recipient

Federal financial assistance means assistance that non Federal entities
receive or administer in the form of grants loans loan guarantees property
including donated surplus property cooperative agreements interest
subsidies insurance food commodities direct appropriations and otherassistance but does not include amounts received as reimbursement for
services rendered to individuals as described in 205hand

Federal program means

1 All Federal awards to a non Federal entity assigned a single
number in the CFDA

2 when no CFDA number is assigned all Federal awards from the same
agency made for the same purpose should be combined and considered one
program

3 Notwithstanding paragraphs 1 and 2 of this definition a
cluster of programs The types of clusters of programs are

i Research and development RD

ii Student financial aid SFA and

iii other clusters as described in the definition of cluster
of programs in this section

GAGAS means generally accepted government auditing standards issued 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 Institute of
Certified Public Accountants AICPA

Indian tribe means any Indian tribe band nation or other organized
group or community including any Alaskan Native village or regionalorer the Alaskan Nativevillage corporation as defined in or established undClaims Settlement Act that is recognized by the United States as eligible for
the special programs and services provided by the United States to Indians
because of their status as Indians

Internal control means a process effected by an entitysmanagement and
other personnel designed to provide reasonable assurance regarding the
achievement of objectives in the following categories

1 Effectiveness and efficiency of operations

2 Reliability of financial reporting and

3 Compliance with applicable laws and regulations
Internal control pertainingf to the compliance reouirements for Federal

programs Internal control over Federal programs meansa process effected by

5
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q F DI p rwj de it jifl

liqIIIVes

p jyroided and to

r j I

in trlj J I rY

i Demonstrate cInp JIJ ane wi th I a vas 1igl I at ions and

i exr wJ Ii

I I pr i I nns of rr ii

i i t rlllj wl I rt oI a

Ij

Pinds 11 1 ilA

Ili ri I

F 3 a n Gr 1 a1 guYecelved o adm 1 J

rl dr r a1 e1J L y

c acove nment means any unit of local government within a ta

nq a county gh municipa city town township parish OlG

p 11 a lljrlty S district school district intrastate
Dun7 1 ofgov erimtents and any other ins t rument a 1 ity of localgo ver nmen

major proqrramt means a Federal program determined by the auditor to 1c a
rliproqi am in accoi R520 or a prjgrayll densfled as a ma

a F edeial a qeny ps Oj hIq e It ty in r3rwln
5 215

Miariagement means the evaluatiorj y ti he Federal awarding ageny
ii pass tnr011gY1 entity of the audit findings and corraction plan and

Cfa written decision as ijhat corrective action 1s necessary

NonFederal ent means a government or nonprofit
a t ion

organs zaLun means

any corporation rust as cooperative or otY3er
fin 7aton that

L s operated primarily for scientific educational service
or similar purposes in the public interest

is not organized primarily for profit and

Uses its net proceeds to maintain improve or expand
Operations and

2 The term non profit organization includes nonprofit institutions
of higher education and hospitals

6
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OI iB means the Ececutive Office of the President Office of I anagement
and Budget

Oversight aoenev for audi means the Federal awarding agency that
f direct fundingprovides the predominant amount o

a

funding h

as
eral

a cognizant agency for audit lthere is no directct fundinc the

agency with the predominant indirect funding shall assume the oversight
responsibilities The duties of the oversight agency for audit are described
in g400b

Effective July 28 2003 t1je following is added to this define tiorA Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantial funding and agrees to
be the oversight agency for audit Vdithin 30 days after any

reassignment both the old and the new oversight agency for audit shallnotify the auditee and if knotnm the auditor of the reassignment
Pas through entity means a non Federal entity that provides a Federal

award to a subrecipient to carry out a Federal program
Program specific audit means an audit of one Federal program as provided

for in 200c and 235

Questioned cost means a cost that is questioned by the auditor because
of an audit finding

1 Which resulted from a violation or possible violation of a
provision of a law regulation contract grant cooperative agreement orother agreement or document governing the use of Federal funds including
funds used to match Federal funds

2 Where the costs at the time of the audit are not supported by
adequate documentation or

3 Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances

Recipient means a non Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out a Federal
program

Research and development RD means all research activities both basic
and applied and all development activities that are performed by a non
Federal entity Research is defined as a systematic study directed toward
fuller scientific hnowledge or understanding of the subject studied The term

research also includes activities involving the training of individuals inresearch techniques where such activities utilize the same facilities as otherresearch and development activities and where such activities are not included
in the instruction function Development is the systematic use of kno
and understanding gained from research directed toward the production of
useful materials devices systems or methods including design and
development of prototypes and processes

Single audit means an audit which includes both the entitys financial
statements and the Federal awards as described in S

State means any State of the United States the District of Columbia
the Commonwealth of Puerto Pico the Virgin Islands Guam American Samoa theCommonwealth of the 14orthern Mariana Islands and the Trust Territory of the

7
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jJH

I I I I I a d T i S il

1 1 2 1 e AIJ U 1 1 Y j d jO IIIut file 110 Education c I
1 5 as irtir 0 C 1 00 e t e o which is admjriJs by the

of F dj 1 1 j 1 rl and It p I ms p d e d y o t e r Pe d
111s V p Vide ar S1llil riI

h

Y c 1 rj I FiI rj I erltiy I a t ex peT I d 1 Fd e I ri 1 vI

I j 1 o alt A 1 e de d 1 oq d III I I

I j y 11 y a rlw l

wII

210

fillj I I

J I

vI

d J j e1 e r ro I I

11 e S ri at a e I I ed o he conductUf a Pedeiall f r a ri I

I j or services may be ff6r an rrjan zatlon I s own use or fo tl
kIIrof she Federal program Additionall guidance on dlstingLisn

and a JerdOl S D 0Y d e C ri 210

Subpart BAudits
51 200 Audit requirements

1j

1e J I a W c 7 1 d j h e j YIFTI e dud nT1j11 di

205

a r 2a L a Iij

e 3 1 ai 1re w 500

Io ave a C and uC P d rj J Crod cj 11If V1 1

IIT h C of tlu saC 0ri

J 1 91 clff1 3 pe C fi C au t e Y an cluditee e7pend
awards under on y one Federal prqYam ezcludirig Rn and the Federal
program Iaws regulations or grant agreements do not requre a financial
statement audit of the auditee the auditee may elect to have a program
specific audit conducted in accordance with 235 A programspecific

audit may not be elected for RD unless all of the Federal awards expended
were received from the same Federal agency or the same Federal agency and the
same passthrough entity and that Federal agency or passthrough entity ir
the case of a Slibrecipi ent approves in advance a program specific audit

d Exemption when Federal awards expended are less than 300000

500000 for fiscal vea endina after December 32 2003 NonFederal

P
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erites tjat epend lees than OGG00 5b000 or 1 scG1 enciilin

1 1lf a yGbl I Federcl avaidE ae exef pt fOTii FedElal
215 a 1 ecG2 ds

audit iequirements that year ecept ce noted in
n1111st lie available iol review or a11dIt 1iy apprOpriaE 01 t1CiclS of the FeGeTal
agency pass tlIrouch entity and General Account Eno OfcE GAO

E
a and FVrlrene2srHd 1 y Fund d T a 1

Manauenent of an auditee that owns or operates o FFPUD may elect to seat the

FFFDC as a separate entity for purposes of this part

S 205 Basis for determining Federal awards expended

a Detern Federal awards erliended The determination of when an

award is expended should be based on when the activity related to the award
occurs Generally the activity pertains to events that require the non
Federal entity to comply with laws regulations and the provisions of
contracts or grant agreements such as expenditure expense transactions
associated with grants cost reimbursement contracts cooperative agreements
and direct appropriations the disbursement of funds passed through to
subrecipients the use of loan proceeds under loan and loan guarantee
programs the receipt of property the receipt of surplus property thereceipt or use of program income the distribution or consumption of foodcommodities the disbursement of amounts entitling the non Federal entity to
an interest subsidy and the period when insurance is in force

b Loan and loan guarantees loans Since the Federal Government is
at risk for loans until the debt is repaid the following guidelines shall be
used to calculate the value of Federal awards expended under loan programs
except as noted in paragraphs e and d of this section

1 Value of new loans made or received during the fiscal year
plus

2 Balance of loans from previous years for which the Federal
Government imposes continuing compliance requirements plus

3 Any interest subsidy cash or administrative cost allowance
received

c Loan and loan guarantees loans at institutions of higher
education When loans are made to students of an institution of highe
education but the institution does not majce the loans then only the value ofloans made during the year shall be considered Federal awards expended in that
year The balance of loans for previous years is not included as Federal
awards expended because the lender accounts for the prior balances

d pr loan and loan guarantees loans Loans the proceeds of

which were received and expended in prior years are not considered Federal
awards expended under this part when the laws regulations and the provisionsof contracts or grant agreements pertaining to such loans impose no continuing
compliance requirements other than to repay the loans

e Endowment funds The cumulative balance of Federal awards for
endowment funds which are federally restricted are considered awards expended
in each year in which the funds are still restricted
f Free rent Free rent received b7 itself is not considered a

Federal award expended under this part However free rent received as part

A
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IwiJ xrdF LlflfIl cl1

I

rnr

i 1Sc1rt1 ndvldual s aI Ii

and i I iztIILrts a toerdu r
It1 s prldd Ytl emburserrirnr

210 5ubrecipient and vendor determinations

r ieneral im Jjud tee ntly be a PCpJent a rIrld cl
avards as a recipient or El slPrecPirr would e

e1 to audit under tns Bart The payments recei for goods OL oLJlC3
a VeJOOrwClild not op conslCJered Federal awards The guldarice il
b and c of this section should be considered in determining

IIF cller la nlerts con i ute a ede al award or a payment fox drod and

V

iI r rl ri

711a t1C 1ecIsOrd ma1n

9J pnSn1J y addIei6nce aUrJ a rJ e T4d e a

atrl ance equirelrlernts and

5 Uses tree 7ederal funds to carry out a program of she

organization as compared to providing goods or services for a program of the
pass through entity

c Payment for goods and services Characteristics indicative of a

payment for goods and services received by a vendor are when the organizatior

operations

1 Provides tree goods and services within normal busine

10
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210 5ubrecipient and vendor determinations

r ieneral im Jjud tee ntly be a PCpJent a rIrld cl
avards as a recipient or El slPrecPirr would e

e1 to audit under tns Bart The payments recei for goods OL oLJlC3
a VeJOOrwClild not op conslCJered Federal awards The guldarice il
b and c of this section should be considered in determining

IIF cller la nlerts con i ute a ede al award or a payment fox drod and

V

iI r rl ri

711a t1C 1ecIsOrd ma1n

9J pnSn1J y addIei6nce aUrJ a rJ e T4d e a

atrl ance equirelrlernts and

5 Uses tree 7ederal funds to carry out a program of she

organization as compared to providing goods or services for a program of the
pass through entity

c Payment for goods and services Characteristics indicative of a

payment for goods and services received by a vendor are when the organizatior

operations

1 Provides tree goods and services within normal busine
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iniar 000ds o se eicEe to many

pug cIa se

Operates ir ca CUmpetitivE eliViSOnIIenl

y Provides gOGQS Or services that ale caIC111aY
operation of the Federal program and

5 Is not subject to compliance requirements of the Federal
program

d Use of judgment in mahino determination There ma be unusual

circumstances or exceptions to the listed characteristics Iiin
the

determination of whether a subrecipient or vendor relationship exists the
substance of the relationship is more important than the form of the
agreement It is not expected that all of the characteristics Will be present
and judgment should be used in determining whether an entity is a subrecipient
or vendor

For profit subrecipient Since this part does not apply to for
profit subrecipients the pass through entity is responsible for establishingrequirements as necessary to ensure compliance by forprofit subrecipientsThe contract with the for profit subrecipien should describe applicable
compliance requirements and the forprofit subrecipients compliance
responsibility Methods to ensure compliance for Federal awards made to for
profit subrecipients may include pre award audits monitoring during the
contract and postaward audits

f compliance responsibility for vendors In most cases the

auditeescompliance responsibility for vendors is only to ensurei
th

epprocurementreceipt and payment for goods and services comply
regulations and the provisions of contracts or grant agreements Program

compliance requirements normally do not pass through to vendors However the

auditee is responsible for ensuring compliance for vendor transactions which
are structured such that the vendor is responsible for program compliance or
the vendorsrecords must be reviewed to determine program compliance Also

when these vendor transactions relate to a major program the scope of the
audit shall include determining whether these transactions are

in compliance

with laws regulations and the provisions of contracts or g 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
agencysneeds it shall rely upon and use such audits The provisions of

this part neither limit the authority of Federal agencies including theirInspectors General or GAO to conduct or arrange for additional audits egfinancial audits performance audits evaluations inspections or reviewsnor authorize any auditee to constrain Federal agencies from carrying out
additional audits Any additional audits shall be planned and performed in
such a way as to build upon worl performed by other auditors

b Federal aciencv to pa for additional audits A Federal agency

that conducts or contracts for additional audits shall consistent with otherapplicable laws and regulations arrange for funding the full cost of such
additional audits

11
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2 Proquency of audits

i w Ird I a

j 15y C 1l

fFIinua 1 1 MF lr r j A I I c3 j I

i rj u ri 1 y j reF t ted to under i is a ldj is pu L this pavt

v I jj s i rl Flie i i t mu s iLI be in el ffe c t fC x Lyle e I I rI L r i d

gang zwLion cfat had biennial audit ria

r rj i periods ending between July 1 1992 and January 1 1995
to und jts aid Y s pursuant totpar L11enniiy

225 Sanctions

aiJiis ma n cj 3 e i ode cj j awards W 1 02
ajv eir been ma rridJe v1

y
ja vl s nj Id e r a i r C e Fl C S anI I I 1 1

J a l l c 11 i us S a 1C t j 15 sa

M

OV11Yove r s

s D end i Fede 2 a a w a dF umj the audit 1 T

d Terminating the Federal award

5 230 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
MB cost principles circulars the Federal Acquisition Regulation FAR 48

FR parts 30 and 11 or other applicable cost principles or ieguiatLons

12
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U31cC1ci on Federal eril ti slia1 not chaoe the
o1O11nCl tG

cost of any audit under the birylr Audit Act Amenanients
Of 31 U C J0l et se0 not conducted 11 aGCOClaICe with t1i1S

The cost of auditing a norl Federal entity vlicl has Fedsral
awards eaerided of less than 5300 000 x500 DOD for isCa1 ears endlnq alter

December 31 2003 per year arid is therenleXempted under 200 d front
liavirig an audit conducted under this art However this does rot pr a

pass through entity from charging Federal awards for the cost of limited scopeaudits to moriitor its subrecipients in accordance with 400d3
provided the subrecipient does riot Have a single audit For purposes of this

part limited scope audits only include agreed upon procedures engagerrentsconducted in accordance with either the AICFAs generally accepted auditingstandards or attestation standards that are paid for and arranged by a pass
through entity and address only one or more of the following types of
compliance requirements activities allowed or unallowed allowable
costs cost principles eligibility matching level of effort earmarking
and reporting

235 Program specific audits

a pro ram specific audit guide available In many cases a program

specific audit guide will be available to provide specific guidance to theauditor with respect to internal control compliance requirements suggested

audit procedures and audit reporting requirements The auditor should

contact the Office of Inspector General of the Federal agency to determine
whether such a guide is available When a current program specific audit
guide is available the auditor shall follow GAGAS and the guide when
performing a program specific audit

b Procranrsneci audit guide not available 1 When a program

specific audit guide is not available the auditee and auditor shall havebasically the same responsibilities for the Federal program as they would have
for an audit of a major program in a single audit

2 The auditee shall prepare the financial statementsfor the
Federal program that includes at a minimum a schedule of expenditures ofFederal awards for the program and notes that describe the significantaccounting policies used in preparing the schedule a summary schedule of
prior audit findings consistent with the requirements of 315band a
corrective action plan consistent with the requirements

of 315 c

3 The auditor shall

i Perform an audit of the financial statement s for the
Federal program in accordance with GAGAS

ii Obtain an understanding of internal control and
perform tests of internal control over the Federal program consistent with the
requirements of G for a major program

iii Perform procedures to determine whether the auditee
has complied with laws regulations and the provisions of contracts or grantagreements that could have a direct and material effect on the Federal program
consistent with the requirements of 500d for a major program and

13
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1 1 j e du I e o fI rid j n q s jj r I dquestioned r o5 s for ri
7 Mra program ova j nc hides a summa of the auditorsresults relative 1

ho FoloyaJ program in a format consistent with 505dU and findAg
inn jayprioned costs consistent with the of 505d3

Report submission for program specific audits
iTne dudit shall be completed and the reporting required by paragraph
c 2 or a Y of this section submitted within the miller of 30 days afier

pL nf ne reporrils or nine months af we end of the audi
5YYM uwss a wqeY pez1od Is Agreed n in advance ray ne Aer aqmwy
hot prowilrhe funding or a different perlod is npetAed in a pr Uram

Dudin guide However for fscat years n9ginninq ra before Ann
1 9 04 tn d 1 1 e Tm ed and h e r qu r eport irl s r a j r

rolwitled Un nhe earlier of 30 Ms after receipt 0 the auditors
nopartis or 11 nenths after the end of the audit perdod unJess a differyn
Der2nd is specified A a programnpecific audit guide Iriless restricted

4w y regalatiorq the aDdi tee AM n2ye Yqcart copies avdlable for publi

q1 de s

dDd van sqal vunmi r to the Fecl c I eaYinghouse Uzi q9Q OMB inn oan o

CA jec on PPTI plemrdin accordance withS 320 b as appA cable za
piog am specific audit and the ieportinq requ red by he prrqramspecf
audit guide to be retained as an archival copy Also the auditee shall

submit to the Federal awarding agency or passthrough entity the reporting
required by the programspecific audit guide

3 When a program audit guide is not available the
reporting package for a program specific audit shall consist of the financial
statement s of the Federal program a summary schedule of prior audit
findings and a corrective action plan as described in paragraph b 2 of
this section and the auditors reports described in paragraph b 4 of
this section The data collection form prepared in accordance with

14
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S 320 b as all caL e tv a prog am specific audit anc one coJ of this
e0tiljg paC agE Lo11 be submitted tc L1E Tede a1 r ba 15C11GllSE C1eSigndted

f 11 U4E to JJe reLGlneO as dll G1 C11vG COl sr kljen the scjjeclule of

findings and questioned costs disclosed audit findings Or tle summary scledulcf

cf prior audit findings reported the statue of any audit hidings the auditee

siall submit One COPY of the reporting package to Lle Feder a1 ci r1glouse on
f Federal aardinq agenc Or directly to tlae pas

jjal
s through entity

Je of the

ir the ease Of a suDrecip ent Instead Of sullmittIg he elOrrinq package to
y

G required to submit ashe pastPrough entity when a subrecipient i Ijot rereporting pacage to the passthrougj entity th subrecipient shall Providearitterj notification to the passt entity cvns1stenwith thet wi

requirements of 320e2 k subrecipient may submit a copy of the
reporting package to the pass through entity to comply Wtli this notification
requirement

d Other sect ons of this par may arnlul Program specific audits
are subject to 100 through 215b 220 through 230

300 through 305 31s 320fthrough 320j 900

through 9 through 515 and other referenced provisions
of this part unless contrary to the provisions of this section a program
s7ecific audit guide or program laws and regulations
Subpart C Auditees

300 Auditee responsibilities

The auditee shall

a Identify in its accounts all Federal awards received and
expended and the Federal programs under which they were received Federal

program and award identification shall include as applicable the CFDA titleand 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 ofcontracts or grant agreements that could have a material effect on each of its
Federal programs

c Comply with laws regulations and the provisions of contracts or
grant agreements related to each of its Federal programs

d Prepare appropriate financial statements including the schedule
of expenditures of Federal awards in 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 required by 320a are granted by the cognizant or oversight
agency for audit promptly notify the Federal clearinghouse designated by OMBand each pass through entity providing Federal awards of the extension
f Follow up and take corrective action on audit findings including

preparation of a summary schedule of prior audit findings and a correctiveaction plan in accordance with 315band 315c respectively
305 Auditor selection

15
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Maw F Vrc C 1Cli grJc 20501 whenever possihl
udiMes Shail nluhe pustive of for til to LONiZe small bus nes e minrr
owned firms and womens business enterprises in procuring audit servirrrar
stated i the A 102 Common Pule UMP CircuIar A 110 or the FAR 48 CPR
M as applicable Im requesting proposals for audit services thr
K Wt i ves and of tJie and t shoald 1e made clear FActors ti W

nnn i dIrl in Pva I ua t i nd nah proposal for audit services Qc l ude III

IM vWlr to t n rost 1 hL Dporn1 re evato ape eiP 71r1

OF M f WWI fnOM S TW1 I qua l iaIDn arlr3

M xternal quality contra nevi wr and orice

1 Restriction on audifor preiDarirrci indirect cost proposals Ar

ouditor who prepares the Kdirect Cost proposal or cost allocation plan may
not also he selected la perform the audit required by this part when the

I ndi rer r OsLs rn by the audi tee durrrg the prior year exceeWd
NI 1 I I n 1 115 1rry 1 tKn app i er V Q the Yos year u1ne 1 in ihe prepa a yl
h And Ur j p7sa 1 t ra l oca 1n slar and any subsequent 1

which the resulting indivem cost agreement or cost allocation plan is 1

acr M costs To miniroize anydisruplion in existing contracts for audi
services this paragraph applies to audits of fiscal years beginning after
jun 30 1998

ci U of Federal auditors Federal auditors may perform all r par
of the work required under this part if they comply fully with the
requirements ofthis part

310 Financial statements

i Financial statementc The audi ee shall pri1are finarrca1
statements that reflect its financial positi resin is Gf operatJ ons or
nanges in net assets and where appropriate cash fl for the f s a1 ya

audited The financial statements shall be for the same organizational un
and fiscal year that is chosen to meet the requirements of this part
However organization financial statements may also imcludedepartnI n
agencies and other orgwdzational mdus that have separate audits in
accordance with6500aand prepare separate financial statements

b Schedule of expenditures of Federal awards The auditeG sha
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditeesfinancial statements nlhiL not required the
audinee may choose to provide information requested by Federal awardinq
agencies and pass through entities to make the schedule easier to use pr

example when a Federal program has multiple award years the auditee may
the amount of Federal awards expended for each award year separately At a

minimum the schedule shall

1 List individual Federal programs by Federal agency For

Federal programs included in a cluster of programs list individual Federal
programs within a cluster of programs For RD total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency For example the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services
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2 For Federal avaards receiveded as a surecipient th name of
the pass through entity and identifying number assigned by the pass tilrougi
entity shall be included

3 Provide total Federal awards expended for each individual
Federal program and the CFDA number or other identifying nuirber when the CFDA
information is not available

4 Include notes that describe thesigliificant accounting
policies used in preparing the schedule

5 To the extent practical pass through entities should
identify in the schedule the total amount provided to subrecipients from each
Federal program

6 Include in either the schedule or a note to the schedule
the value of the Federal awards expended in the form of non cash assistancethe amount of insurance in effect during the year and loans or loan
guarantees outstanding at year end Vdhile not required it is preferable to
present this information in the schedule
315 Audit findings follow up

a General The auditee is responsible for follow up and corrective
action on all audit findings As part of this responsibility the auditee
shall prepare a summary schedule of prior audit findings The auditee shall

also prepare a corrective action plan for current year audit findings The

summary schedule of prior audit findings and the corrective action plan shallinclude the reference numbers the auditor assigns to audit findings under
510c Since the summary schedule may include audittfin from

multiple years it shall include the fiscal y vr

initially occurred

b Summary schedule of prior audit findings The summary schedule of

prior audit findings shall report the status of all audit findings included inthe prior audits schedule of findings and questioned costs relative to
Federal awards The summary schedule shall also include audit findings
reported in the prior audits summary schedule of prior audit findings except
audit findings listed as corrected in accordance with paragraph b 1 of this

section or no longer valid or not warranting further action in accordance
with paragraph b4 of this section

1 When audit findings were fully corrected the summary
schedule need only list the audit findings and state thatcorrective action
was taken

2 When audit findings were not corrected or were only
partially corrected the summary schedule shall describe the plannedcorrective action as well as any partial corrective action taken

3 When corrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federal agencys or pass through entitys management decision the summary
schedule shall provide an explanation

4 When the auditee believes the audit findings are no longer
valid or do not warrant further action the reasons for this position shall be
described in the summary schedule A valid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred

i Two years have passed since the audit report in which
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S 320 Report submission

la I General Tha rvjd i I Mall he completedand tha data col I c i ti
farm in paragraph h of tho section and reporting package
denrril 0 paragrapl c oaf nhi section shall be suhmied within Vh
narKer of 0 dayn afrer rerei rf the auditors report or nine months
after LhP end of he auch t Her i ud unless a longer period is agreed to I
advanne by the cognizant or cNerwght agency for audit However for n

yHdrs beginning on or infore dune 30 1998 the audit snail be completed ii
khp data collection form and reporting package shall he submitted within
earlier of 30 days after receipt of the auditorsreporfs or 1 months

after Lhe end of the audit period Unless restricted by law or regulation
nhe auditee shall make copies available for public inspection

L Data Collection 1 The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and prowides information about the auditee its Federal programs and the
results of the audit The form shall be approved by OME available from the
Federal clearinghouse designated by OMB and include data elements similar t
those presented in this paragraph P senior level representative of the
auditye eg State controller director of finance chief executive off r
rtr chief financial officer shall sign a statement to he included as part of
the form certifying that the auditee complied with the requirements of thi
cart Lhe form was prepared in accordance with this part and the instructions
ac oiapanying the form and the information included in the form in its
onliryty are accurate and complete

2 The data ollection form shall include the following aata

The yeof repo the auditor sued on the L tanclal ntaemet
Lhe audRee ie unqualified epinion clualifiec opirio ud E

opinion or disclaimer of opinion

ii Where applicable a statement that significant deficiencies in ln
control were disclosed by the audit of the financial statements aM
whether any such conditions were material weaknesses

iii A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee

iv Where applicable a statement that significant deficiencies in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses

v The type of report the auditor issued on compliance for major

C
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progralIS1 c Unqua Opinion gual opin011 aglVe se
opinion or disclaimer of opinion

vi p list of the Federal awarding agencies whicl V 11 receive a copy of
the reporting pac pursuant to

32d 2 of OME Circular

vii yes or no statement as to whether the auditee qualified as a lowris auditee under 530 of OMB Circular A 133

viii The
lg
dollarthreshold to5di0b17g
ifIiEIJCircularle1AJand Type L

i The Catalog of Federal Domestic Assis CFDA number for each
Federal program as applicable

The name of each Federal program and identification of each major
program Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards

i The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program

rii For each Federal program a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any questioned costs
A Activities allowed or unallowed
B Allowable costs cost principles
C Cash management

D Davis Bacon Act

E Eligibility
F Equipment and real property management
G matching level of effort earmarking
H Period of availability of Federal funds
I Procurement and suspension and debarment
7 Program income

Real property acquisition and relocation assistanceI

L Reporting
N Subrecipient monitoring
N Special tests and provisions

xiii Auditee Name Employer Identification Numbers Name and Title of

Certifying official Telephone Dumber Signature and Date
xiv

Auditor Teleph1oneelumber1tSignaturetaandPDaten
Auditor Address

xv Whether the auditee has either a cognizant or oversight agency for
audit

The name of the cognizant or oversight agency for audit determined in
accordance with 400aand 400b respectively

3 Using the information included in the reporting package
described in paragraph c of this section the auditor shall complete the
applicable sections of the form The auditor shall sign a statement to be
included as part of the data collection form that indicates at a minimum thesource of the information included in the form the auditorsresponsibilityfor the information that the form is not a substitute for the reporting
package described in paragraph c of this section and that the content of
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e Additional submission by subrecipients 1 In addition o the

pquements discussed n paragraph d of this section auditees that are
disc PubrecipAnts snail submit to each pass through entity one copy of the
eporing package descr aed in paragraph c of this section for each pass

through entry when the schedule of findings and questioned costs disclosed
audit findings relating to Federal awards that the pass through entity
provided cr the summary schedule of prior audit findings reported the

f an audir findings slating to Federal awards that the pass rh ougt

Instead of submitting the reporting package to a p
r

se

a subreciplent is not recu ed to submit a pc
annage to a pass through entity pursuant to paragraph e 1 of thy
he subreciplent shall provide written notification to the pass through
hat an audi of ne subrecipient was conducted In accordance with h 7

including thethe period covered by the audit and the name amount and
number of the Federal awards provided by the pass tlirough eritity the

cheduJe of findings and rnestioned costs disclosed no audit findings rj
no the Federal awards that the pass through entity pronrided and ine
sammary schedule of prior audit findings did not report on the tatus of
audit findings relating to the Federal awards that the pass through
provided A subreciplent may submit a copy of the reporting palecage degrri

paragraph c of this section to a pass through entiy to comply with
notification requirement

f Requests for report copies In response to requests by a Federal
agency or pass through entity auditees shall submit the appropriate copies of
the reporting package described in paragraph c of this section and if
requested a copy of any management letters issued by the auditor

g Report retention requirements Auditees shall keep one copy of
the data collection form described in paragraph b of this section and one
copy of the reporting package described in paragraph c of this section on
file for three years from the date of submission to the Federal clearinghouse
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designated by Oil pas entities shall e
des

subrecilients

submissions on file for unree years from elate of zecept
1 lea al ous eslon ibilities The Federal clearinghouse

designated by 01 shall distribute the reporting packages received inaccordance with paragraph d 2 of this section and 9235c3 toapplicable Federal awarding agencies maintain a data base of completedaudits provide appropriate information to Federal agencies and follov upv7itl knovjn auditees which have not submitted the required data collectjon
forms and reporting packages

i Clearinghouse address The address of the Federal clearinghouse
currently designated by O11sB is Federal Audit Clearinghouse Bureau of the
Census 1201 E 10th Street Jeffersonville I1Q 47132
j Electronic filing Nothing in this part shall preclude electronic

submissions to the Federal clearinghouse in such manner as may be approved by
01 Vdith OMB approval the Federal clearinghouse may pilot test methods of
electronic submissions

Subpart D Federal Agencies and Pass Through Entities
400 Responsibilities

a Cognizant agency for audit resp Recipients expending

more than 25 million 50 million for fiscal year ending after December 312003 a year in Federal awards shall have a cognizant agency for audit Thedesignated cognizant agency for audit shall be the Federal awarding agencythat provides the predominant amount of direct funding to a recipient unlessOIvjB makes a specific cognizant agency for audit assignment
Follovring is effective for fiscal years ending on or before December 31 2003To provide for continuity of cognizance the determination of the predominantamount of direct funding shall be based upon direct Federal awards expended inthe recipientsfiscal years ending in 1995 2000 2005 and every fifth year
thereafter For example audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awards expended in 1995 However

for States and local governments that expend more than 25 million a year infor
Federal awards and have previously assigned cognizant agencies earsabeginningrequirements of this paragraph are not effective until fiscal y
after June 30 2000

Following is effective for fiscal years ending after December 31 2003
The determination of the predominant amount of direct funding shall be basedn
upon direct Federal awards expended in the recipientsfiscal years
2004 2009 2014 and every fifth year

thereafter For example audit

cognizance for periods ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004 However for 2001 through 2005the

rmined based on the predominantcognizant agency for audit is deteyear endinending
direct Federal awards expended in the reci ents fiscalpi

Notwithstanding the manner in which audit cognizance is determined a Federal
awarding agency with cognizance for an auditee may reassign cognizance toanother Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit Vdithin 30 days after any

reassignment both the old and the new cognizant agency for audit shall notify
the auditee and if mown the auditor of the reassignment The cognizant

agency for audit shall
1 provide technical audit advice and liaison to auditees and

auditors

2 Consider auditee requests for extensions to the report
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91 Prom 1y inform othrn affwcted Federal agencies and
a ate Federal law enforcement offcials of any direct reporting by the
nJd aud1 for of aaegularities or it 1 acts as 1 equired by

Advise haudLarid whp appropriate the audi
1y fJraenrIes FrlulId In the audits wlen the defjciencies require Cori ECCavr

by 1 1P tlId I C J 4Jn Pn adv se of defic1 enCi es the auditee ana 11 w I
audi Crro tae orrcti v actiorl if corrective aeti on i s Ict

rdrl1 1E cogrliant acgellry or audit shat notify the auditor to audl t
ndrpp7icalile Federal awarding agencies rand pass through entities cA
fas and make recornmendarions for folnwup action Major inadeglaie
aei t i ve ubstarldeudparformalICe by auditors s11a11 be referred to

racrenr and prOf nal bodi es for 1 pi inard

Ili uuPJ111at Lhe cdent pracLa cal audits oa aevi2w1
IUcflby Ua fOY FEedela eS that are il1 add1J nn to tf audJ tS mrldE

Inarstant to thF part so rhat t additional audi is or reviews hug l d ap
eaudits performed in accordance with this part

7 Coordinate a management decision for audit findings that
he rede a1rograms of more than one agency

8 Coordinate the audit work and reporting responsib lilies
lmong auditors to achieve the most cost effective audit

9 For biennial audits permitted under 220 consder
surfieerecuests to qualify as a low risk auditee under 530a

b ON7ersiaht agency for audit responsibilities P1 audi tee which

ices not ave a designated cognizant agency for audit will be under the
telleialOVeISlght of the tiedeYdiagency Clefrlll1led in cIC COIda11Ce V1th
5105 The oversight agency for andit

1 provide technical advice to auditees and auditors as
a ue ted

21 May assume aior some of the responsibilities normal
pri Red by a cognlzant agenc for audit

c Federal awarding agency responsibilities The Federal aVarding
agency shall perform the following for the Federal awards it makes

1 Identify Federal awards made by informing each recipienit
of the CFDA title and number award name and number award year and if the
award is for RD When some of this information is not available the Federal

agency shall provide information necessary to clearly describe the Federal
award

2 Advise recipients of requirements imposed on them by
Federal laws regulations and the provisions of contracts or grant
agreements

3 Ensure that audits are completed and reports are recei
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n a timely manner anci i accordarnce with the requiremenrsof tliiE part
4 Provide technical advice and counsel to auditees and

auditors as requested

5 Issue a management decision on audit findings within si
months after receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action

6 Assign a person responsible for providing annual updates
of the compliance supplement to OMB

d na through entity espo A pass through entity shall

perform the following for the Federal awards it makes
1 Identify Federal awards made by informing each

subrecipient of CFDA title and number award name and number award year if
the award is RD and name of Federal agency When some of this information
is not available the pass through entity shall provide the best information
available to describe the Federal award

2 Advise subrecipients of requirements imposed on them by
Federal laws regulationssupplementalarequirements imposed by thecpass

agreements

as well as and pP

3 Monitor the activities of subrecipients as necessary toensure that Federal awards are used for authorized purposes in compliance withlaws regulations and the provisions of contracts or grant agreements and
that performance goals are achieved

4 Ensure that subrecipients e pending 300000 500000 for

fiscal years ending after December 31 2003 or more in Federal awards duringthe subrecipientsfiscal year have met the audit requirements of this part
for that fiscal year

5 Issue a management decision on eport anddensure that the
months after receipt of theasubraecdipientscoraective action
subrecipient takes appropr

6 Consider whether subrecipient audits necessitate
adjustment of the pass through entitys own records

7 Require each subrecipient to permit the pass through
entity and auditors ac

entity to

thcomplywiththisapartl
statements as

necessary fox the passthrough

405 Management decision

a General The management decision shall clearly state whether or
not the audit finding is sustained the reasons for the decision and theexpected auditee action to repay disallowed costs make financial adjustments
or take other action If the auditee has not completed corrective action a
timetable for follow up should be given Prior to issuing the management
decision the Federal agency or passthrough entity may requestadditional information or documentation from the auditee including a request
for auditor assurance related to the documentation as a way of mitigating es

disallowed costs The management decision should describe and app
available to the auditee

l aaency As prov
for coordinating

ided in 400a7the cognizant
Federab a management decision

agency for audit shall be responsible of more than one Federal agencyfor audit findings that affect the programs
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L fe2 21 e nuIdecisions shall include the
rYmmhers UP audi tor assigned to each audit finding in accorlan

Suhpart Ehuditors
Soo Scope of audit

a General The audit QaK ke conducted in accordance ilith GAGAN
The audit sh cover the enLire operations of the audiree or at the C
of the audAme such audit sWJI include a series of audits that cover

lcpartments agencies and other organizational units which expender
tLerwise administered Federal awards during such fiscal year provided tijt

each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department agermy and other
organizational unit which shall be considered to be a non entity
The finmicial statements and schedule of eyTenditures of Federal awards snaZ
ire she samefscal year

h 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 Mall also determine whether the schedule of of Fedea
award s pre sensed fairly in an material respects in re to the
dulee financial statements Laken as a whole

PA internal control 1 in addition to the reMlyments of NAGAV
perform procedures to obtain an under iand rig of interns

CoYol over ederapr sufficient to plan the imdk to suMmrt a
assessed 7evlof contro isk fo major programs

2 Ecas PrC7iCjed in paragraph c3 of this section
zhe aud ar sha 1 1

of internat overFlant he t es ng

programs On s upperrt a I aw assessed level of control rish for the
the compliance reements for each major program and

ii Perform testing of internal control as planned in
paragraph c2iof this section

3 When internal control over some or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance the planning and performing of testing described in
paragraph c 2 of this section are not required for those compliance
requirements However the auditor shall report a significant deficiency
including whether any such condition is a material weakness in accordance
withg510 assess the related control risk at the maximum and consider
whether additional compliance tests are required because of ineffective
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interned control

d compliance 1 In addition to the requirements of GAGA the
auditor shall determine vihether the auditee has complied with laws
regulations and the provisions of contracts or grant agreements that may have
a direct and material effect on each of its major programs

2 The principal compliance requirements applicable to most
Federal programs and the compliance requirements of the largest Federal
programs are included in the compliance supplement

3 For the compliance requirements related to Federal
programs contained in the compliance supplement all audit of these compliance
requirements will meet the requirements of this part Where there have been

changes to the compliance requirements and the changes are not reflected in
the compliance supplement the auditor shall determine the current compliance
requirements and modify the audit procedures accordingly For those Federal

programs not covered in the compliance supplement the auditor should use the
tees of compliance requirements contained in the compliance supplement asguidance for identifying the types of compliance requirements to test and
determine the requirements governing the Federal program by reviewing the
provisions of contracts and grant agreements and the laws and regulations
referred to in such contracts and grant agreements

4 The compliance testing shall include tests of transactions
and such other auditing procedures necessaiy to provide the auditor sufficient
evidence to support an opinion on compliance

e Audit followup The auditor shall followup 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
315band report as a current year audit finding when the auditorconcludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding The auditor shall

perform audit follow up procedures regardless of whether a prior audit finding
relates to a major program in the current year

f Data Collection Form As required in 320b3 the auditor
shall complete and sign specified sections of the data collection form

505 Audit reporting

The auditors reports may be in the form of either combined or
separate reports and may be organized differently from the manner presented in
this section The auditorsreportsshall state that the audit was
conducted in accordance with this part and include the following

a An opinion or disclaimer of opinion 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 ofopinion as to whether the schedule of expenditures of Federal awards is
presented fairly in all material respects in relation to the financial
statements taken as a whole

b A report on internal control related to the financial statements
and major programs This report shall describe the scope of testing of
internal control and the results of the tests and where applicable refer to
the separate schedule of findings and questioned costs described in paragraph
d of this section

c A report on compliance with laws regulations and the provisions
Of contracts or grant agreements noncompliance with which could have a
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V Where applieahea statement that significant
nai corltro over major pi were d scused by rn

zinc VIIEtIIrId11Y S0il 011diLions VJe mateLdl weaCnesF

v The type of report the auditor issued on compliance
major p3cgrams e unqualified opinion qualif Led opinion adverse

disciaimer of opinion

vi A statement as to whether the audit disclosed any
d findings vhich the auditor is required to report under9

vii An identification of major programs

viiiThe dClllal threstuid used to distinguish between
P prDgrarrls as desc d ir and

iy A statemer1tas to vTllether the auditee qualified as
rnrlstaudieeander 9530

21 Findings relating to the financial statements which are
C ie erOrted in accOrdarlCe 4itn SAGAS

Findings and questioned oss crFederalawaazds wnl 1
r1c1deaudit fi gs as de ned n 510a

i Audit findings eg internal control findings
mlfiance findings questioned costs or fraud which relate to the same

sue should be presented as a single audit finding Where practical auctit
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 section of
the schedule

P Audit findings
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a
sha repo t the following

Audit fi7di 27gs relo1tPCI The auditor 17a

as audit findings in a schedule of findings and questioned costs
1 Significant deficiencies in internal control over major

programs The auditors determination of whether a clef7ciency in internal
control is a significant deficieicny for the purpose of reporting an auditfinding is in relation to a type Gf compliance requirement for a major programor an audit objective identified in the compliance supplement The auditor

shall identify significant deficiencies which are individually or cumulatively
material weahrlesses

2 material noncompliance with the provisions of laws
regulations contracts or grant agreements related to a major program The

auditors determination of whether a noncompliance with the provisions oflaws regulations contracts or grant agreements is material for the purposeof reporting an audit finding is in relation to a type of compliancerequirement for a major program or an audit objective identified in the
compliance supplement

3 Known questioned costs which are greater than 10000 for
a type of compliance requirement for a major program known questioned costs

are those specifically identified by the auditor In evaluating the effect of

questioned costs on the opinion on compliance the auditor considers the bestestimate of total costs questioned licely questioned costs not just the
questioned costs specifically identified known questioned costs The

auditor shall also report known questioned costs when likely questioned costsare greater than 10000 for a type of compliance requirement for a major
program In reporting questioned costs the auditor shall include informationto provide proper perspective for judging the prevalence and consequences of
the questioned costs

a Known questioned costs which are greater than 10000 for
a Federal program which is not audited as a major program Except for audit

followup the auditor is not required under this part to perform auditprocedures for such a Federal program therefore the auditor will normallynot find questioned costs for a program which is not audited as a major
program However if the auditor does become aware of questioned costs for a
Federal program which is not audited as a major program eg sa part of

audit followup or other audit procedures and the known questioned costs aregreater than 10000 then the auditor shall report this as an audit finding
5 The circumstances concerning why the auditors report on

compliance for major programs is other than an unqualified opinion unlesssuch circumstances are otherwise reported as audit findings in the schedule of
findings and questioned costs for Federal awards

6 Inown fraud affecting a Federal award unless such fraud
is otherwise reported as an audit finding in the schedule of findings and
questioned costs for Federal awards This paragraph does not require the
auditor to make an additional reporting when the auditor confirms that thefraud was reported outside of the auditorsreports under the direct reporting
requirements of GAGES

7 Instances where the results of audit follow up procedures
disclosed that the summary schedule of prior audit findings prepared by theauditee in accordance with 315bmaterially misrepresents the status of
any prior audit finding

b Audit finding detail Audit findings shall be presented in
sufficient detail for the auditee to prepare a corrective action plan and takecorrective action and for Federal agencies and passthrough entities to arrive
at a management decision The following specific information shall be

27

CNiENT

POF PAG



lid

I q Fit arlr3 s1 f c FedeIa iwa1d i r3e

ud 1 IJ u rTA IIIler I d Irtard rlI and a1 lnr

d rtli CeIIC and name c Lhe appiiLipass tlantity Vlher

rfU7il18torl slC1 aFl C1HrTT t ItIe and nurrJer rrFedera3 awardI

avaia17F the auditor sllal7 provide ti best info2rmtion available to
lescriln tle Federal award

Thr iIspecifi requirement upon which tle audit
CJ fa 3 IIrI1d2 11 j altltr f1Clu j a r Gy C othE3r CltatOrI

Ph e rId t i on f ound nr udi ng facts that sI
ry i rIertifi rd i n the audit finding

Idyl ntifi cfruesl i ts and hov 1iFy W

hl11171 n r O r 1 Cr 11cl rlpert1wG for uCg3 Ct 11

dIclrjrll lie Audi t f I1C11 nCJs uch aS Jur

P i rid rls epre an iso acedinstance Cr a sy tetniC proble t lfffiere

p1op nstance2 idntified shall be to the universe and Ih

uumhFer Cf cases examined and he qu art ti f i ed i n terms of dol1ar val ue

6 The possible asserted of f ect to provide suffi C i ent
rj 1tl on to the auditee and Federal agency pass through entity in

a subrer ipi ent to permit them to determine the cause and effect tr
tato prompt arld proper corrective ac ti on

7 Recommerldations to prevent future ccurrences of the
Ifiellcy identified in the audit finding

8 Views of responsible officials of the auditee when there
sagreernent with the audit findings to the extent practical

ci Reference numbers Each audit f riding in tike chedule offr1Ciings
Ind Fuestioned costs sha11 include a reference number to allow for easy
referencing of the audit findings during followup

S 515 kudit working papers

a Retention of working pariers The auditor shall retain working
papers and 2ports for a minimum of three years after tide date of issuance v
ne aualors reportsto the audite unless the audltor is notifi i

witing by the cogni ant agency for audit oversight agency for audit
pass through entity to extend tile etenlion period In7her he auditor is

at he Federal awarding agency pass through entity or auditee is
contesting an audit finding the auditor shall contact the parties contetng
he audit finding for guidance prior to destruction of the working papers and
eports

b Access to workina ravers Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee a Federal agency providing direct or indirect funding or GAO at the
completion of the audit as part of a quality review to resolve audit
findings or to carry out oversight responsibilities consistent with the
purposes of this part Access to working papers includes the right of Federal
agencies to obtain copies of working papers as is reasonable and necessary
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520 Major program determination

a General The auditor shall use a risbased approach to determine
which Federal programs are major programs

This risbased approach shall

include consideration of Current and prior audit experience oversight by
Federal agencies and pass through entities and the inherent ris of the
Federal program The process n paragraphs b though i of this section
shall be followed

b Stein 1 1 The auditor shall identify the larger Federal
programs which shall be labeled Type A programs Type A programs are defined
as Federal programs with Federal awards expended during the audit period
exceeding the larger of

i 300000 or three percent 03 of total Federal
awards expended in the case of an auditee for which total Federal awardsexpended equal or exceed 300000 but are less than or equal to 100 million

ii 3 million or three tenths of one percent 003 of
total Federal awards expended in the case of an auditee for which totalFederal awards expended exceed 100 million but are less than or equal to 10
billion

iii 30 million or 15 hundredths of one percent 0015
of total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed 10 billion

2 Federal programs not labeled Type A under paragraph b 1
of this section shall be labeled Type B programs

3 The inclusion of large loan and loan guarantees loans
should not result in the exclusion of other programs as Type A programs When

a Federal program providing loans significantly affects the number or size of
T A programs the auditor shall consider this Federal program as a Type A
program and exclude its values in determining other Type A programs

4 For biennial audits permitted under 22 the
determination of Type A and Type B programs shall be based upon the Federal
awards expended during the twoyear period

c Step 2 1 The auditor shall identify Type A programs which are
lowrisk For a Type A program to be considered lowrisk it shall have been
audited as a major program in at least one of the two most recent auditperiods in the most recent audit period in the case of a biennial auditand in the most recent audit period it shall have had no audit findings
under 510aHowever the auditor may use judgment and consider that
audit findings from questioned costs under 510a3and 510a4

fraud under 510a6and audit followup for the summary schedule of
prior audit findings under 510a7do not preclude the Type A program
from being lowrisk The auditor shall consider the criteria in 525c

52541 525d2and 525d3 the results of audit
followup whether any changes in personnel or systems affectingnal t in

program have significantly increased risk and apply pldetermining whether a Type A program is lowrisk
2 Notwithstanding paragraph c 1 of this section OB may

approve a Federal awarding agencys request that a Type A program at certain
recipients may not be considered lowrisk For example it may be necessary

Type A program to be audited as major year at particular
for a large Type p g 3

recipients to allow the Federal agency to comply with the Government
1Aanagement Reform Act of 1994 31 USC 3515 The Federal agency shall

notify the recipient and if known the auditor at least 180 days prior to the
29
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H nJrJ sha i den J fy Tyl P
gh r r u i 1 q Y I I c p nd h r i I or i a in 9 525 IV1w

aj I ud r e ec pt m und ep 4 paiagaph e2 i D 1

hi s sect i on the audi tar is not required to identify more hi ghris 7 j
pI xrramst than the nund f1 nw ris TqeA programs Mcept for Hymn

ii m I i cant de l i in in Ontrol or comp iance problems as di scuspod
n N 525 b Q 525 b 2 and J 525 c I a single criteria n

0 525wou I d so dam a v program to he cons r dered hi qhrisk

lie auditor is not expected to perform risk as s essmI n

1 1 ve ly sma I i FAwa i ywcprams Therefore the auditor is on y rpmh Y Hd no
p R programs that exceed Um anger af

00b or Ohree tenths of cow peram K K d

I Iwrj rLtwMen Ow audi t ee has less Lhai rr

a azpended

000G n brae hundredths of one p7ynk Ion

r Ja r Is Qzpendyd Vaq the audit has More than III

n PJeral a wri r d s expondpd

e 1 d At a n 1 1 1 1 1 1 1 1 RI he au di tor s n a a t a I i

W jas 11tiiju pl crams

P1 I T auditorA jjaudit may ecjud any
under Step 2 paragraph c1 uf Ch is

section

i Highrisk Type D programs as identified uncurn
cinner Df the following two options

A Option 1 At least one half of the Type B
programs identified as highrisk under Step 3 paragraph d of this section
oxrep this paragraph e 2 iA does not require the auditor to audi more

rfh sk TBprograms than the number of lowrisk rpe A programs
nonri find as lowrisk under Step 2

13 moti 2 one highrisk 75gn B program fDi
ach Type A proMam idernified as owrisk under Step

ii When identifying which highrisk Type B programs to
audit as major under either Option 1 or 2 in paragraph e 2iA or D
nhe auditor A encouraged to use an approach which provides an opport
Y ffeinnn nigh risk T F programs ro be audited as major over a perad t
time

3 Such additional programs as may be necessary to comply
with Lhe percentage of coverage rule discussed in paragraph f of this
section This paragraph e3 may require the auditor to audit more programs
as major than the nU111ber of Type A programs

f Percentage of coverage rule The auditor shall audit as major
programs Federal programs with Federal awards expended that in the aggregate
encompass at least 50 percent A total Federal awards expended If the

auditee meets the criteria in 9330 for a lowrisk auditee the auditor
need only audit as major programs Federal programs with Federal awards
expended that in the aggregate encompass at least 25 percent of total
Federal awards expended

g Documentation of risk The auditor shall document in the working
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a ers the ris analysis pused in determining major programs1p

cud tor 1udcment When the rriajor program determination was
performed and documented in accordance w1th this part tie auditors judgmentbe

in applying the riskbased approach to determine major profir shall

presumed correct challenges by Federal agencies and passthrough er ties

Shall only be for clearly improper use of the guidance in this part However

Federal agencies and pass through entities may provide auditors guidance abouLthe risk of a particular Federal program and the auditor shall consider this
guidance in determining major programs in audits not yet completed
i Deviation from use of ris criteria For first year audits the

auditor may elect to determine major programs as all Tree A programs plus anyType B programs as necessary to meet the percentage of coverage rule discussed
in paragraph f of this section Under this option the auditor would not be
required to perform the procedures discussed in paragraphs c d and e

of this section

1 A firstyear audit is the first year the entity is audited
under this part or the first year of a change of auditors

2 To ensure that a frequent change of auditors would not
preclude audit of high risk Type B programs this election for firstyearaudits may not be used by an auditee more than once in every three years
e criteria for Federal program risk

a General The auditors determination should be based on an
overall evaluation of the risk of noncompliance occurring which could be
material to the Federal program The auditor shall use auditor judgment and
consider criteria such as described in paragraphs b c and d of this
section to identify risk in Federal programs Also as part of the risk
analysis the auditor may wish to discuss a particular Federal program withauditee management and the Federal agency or pass through entity

b Current and prior audit experience 1 Weaknesses in internal

control over Federal programs would indicate nigher risk Consideration

should be given to the control environment over Federal programs and sucand
factors as the expectation of managementsadherence to applicable lawsregulations and the provisions of contracts and grant agreements and thecompetence and experience of personnel who administer the Federal programs

W A Federal program administered under multiple
internal control structures may have higher risk Wien assessing risk in a

large single audit the auditor shall consider whether weaknesses are isolatedin a single operating unit eg one 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 complexity of that processing
should be considered by the auditor in assessing risk New and recently

modified computer systems may also indicate risk
2 prior audit findings would indicate higher risk

particularly when the situations identified in the audit findings could have asignificant impact on a Federal program or have not been corrected
3 Federal programs not recently audited as major programs
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3 The phase of a Federal program in its life cycle at the
may indicate risk For example during the first and last years ha

an uditee participates in a Federal program the risk may be higher due to
startup or closeout of program activities and staff

4 Type B programs with larger Federal awards expended would
r cf hJghe risk than programs with substantIally smaller Federal awards

5 530 Criteria for a lowrisk auditee

H which meets all of the fGIjW4yjg crjndiions for each of tne
p ceding two years or in the case of biennial audits precedirgtwo aud
periods shaI1 quaIify as a lowr audi tee arid be el J e for redued aud
cc age inaccordancew 11 5520

ai CiriglP audits were per on a r annija basi in a7
tpror7lslons othis part A non Fe eY t bratha s bienniala u d ts

jrnot goal ify a a owrisk audi tee IrieEs aJed to a3IaYlce

OT Dllersiqlrit agency for ajLt

n The auditor opinions on the financial stateritents and she
schedule of expenditures of Federal awards were unqualified However the

cogniz or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver

C There were no deficiencies in internal control which were

identified as material weaknesses under the requirements of GAGAS However

the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide
a waiver
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d done of the Federal program had audit findings f Yon any of the
followjrLg in eitier of the preceding two years or in the case of biennial
audits preceding two audit periods in which they were crass Pied as Type A
p2rograms

7 Internal control deficiencies which were identified as
material weaknesses

2 Noncompliance with the provisions of laws regulations
contracts or grant agreements vahich have a material effect on the TTe A
program or

3 Pnovaj or likely questioned costs that exceed five percent
of the total Federal awards expended for a Trpe A program during the year
Appendix A to Part Data Collection Form Form SFSAC

insert SF SAC after finalized

Appendix B to Part Circular A 133 Compliance Supplement
Note Provisional OIL Circular A 133 Compliance Supplement is available
from the Office of Administration Publications Office room 2200 New
Executive Office Building Washington DC 20503
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QTY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE L014G BENCH CALIFORNIA 50615 562 570 4000 FAY 562 5704049

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 HIPAA and the Health Information Technology

for Economic and Clinical Health Act HITECH Act

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT Agreement is made and

entered as of u 20 11 by and between

UvtAZ 1 sAa e3 viAwQ a W oxeo t mPy6l
e bracorpo rationpartsl whose business address isdiirsaleprert

Lw eivev Aveise
hereinafter referred to as Business Associate and the CITY OF LONG BEACH a

municipal corporation hereinafter referred to as City or Covered Entity
WHEREAS the City has a Department of Health that provides a multitude of

health care and related services and
WHEREAS in the course of providing health care and related services the City

obtains protected health information and
WHEREAS Business Associate performs particular duties andor provides

particular services to the City andWHEREAS the City wishes to disclose some information to Business Associate
some of which may contain protected health information and

WHEREAS the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996 Public Law 104191 HIPAA the

Health Information Technology for Economic and Clinical Health Act Public Law 111
005 the HITECH Act and regulations promulgated thereunder by the US

Department of Health and Human Services the HIPAA Regulations and other

applicable laws
NOW THEREFORE in consideration of the mutual terms covenants and

conditions in this Agreement the parties agree as follows
1 DEFINITIONS Terms used but not otherwise defined in this Agreement

shall have the same meaning as those terms in the HIPAA Regulations
including the Privacy Rule and the Security Rule codified in Title 45
Sections 160 164 of the Code of Federal Regulations and under the
HITECH Act
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Business Associate Agreement
Page 2

2 OBLIGATIONS AND ACTIVITIES OF BUSINESSASSOCIATE
a Non disclosure Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law

b Safeguards Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA

Regulations
c Mitigation Business Associate agrees to mitigate to the extent

practicable any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement

d Notice of Use or Disclosure Security Incident or Breach Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health

information by Business Associate not permitted by this Agreement
any security incident involving electronic protected health

information and any breach of unsecured protected health

information without unreasonable delay but in no case more than
thirty 30 days following discovery of breach
1 Business Associate shall provide the following information in

such notice to Covered Entity
a The identification of each individual whose unsecured

protected health information has been or is

reasonably believed by Business Associate to have
been accessed acquired or disclosed during such
breach

b A description of the nature of the breach including the
types of unsecured protected health information that
were involved the date of the breach and the date of
discovery

c A description of the type of unsecured protected
health information acquired accessed used or

disclosed in the breach eg full name social security
number date of birth etc

d The identity of the person who made and who
received if known the unauthorized acquisition
access use or disclosure

e A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches and

f Any other details necessary for Covered Entity to
assess risk of harm to individuals including
identification of each individual whose unsecured
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Business Associate Agreement
Page 3

protected health information has been breached and
steps such individuals should take to protect
themselves

2 Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed as well as the Secretary and the media
as required by the HITECH Act

3 Business Associate agrees to establish procedures to

investigate the breach mitigate losses and protect against
any future breaches and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity

4 The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but

unsuccessful security incidents for which no additional notice
to Covered Entity shall be required For purposes of this
Agreement unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associates firewall port scans unsuccessful log on

attempts denials of service and any combination of the
above so long as no such incident results in unauthorized
access use or disclosure of electronic public health

information
e Reporting of disclosures Business Associate agrees to report to

Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware

f Business AssociatesAgents Business Associate agrees to

ensure that any agent including a subcontractor to whom it
provides protected health information received from or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information

g Availability of Information to City Business Associate agrees to

provide prompt access to protected health information in a

designated record set to Covered Entity or as directed by Covered
Entity to an individual upon Covered Entitys request in order to
meet the requirements under 45 CFR 164524 If Business

Associate maintains an electronic health record Business

Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act

h Amendment of Protected Health Information Business Associate
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agrees to promptly make any amendments to protected riealth
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR 164526 at the request of

Covered Entity or an individual
i Internal Practices Business Associate agrees to make internal

practices books and records including policies and procedures
and protected health information relating to the use and disclosure
of protected health information received from or created or

received by Business Associate on behalf of covered entity
available to the Secretary of the US Department of Health and
Human Services for purposes of the Secretary determining the
Business Associatescompliance with the Privacy Rule

j Reporting of Disclosures Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule including but not limited to 45 CFR 164528 and

the HITECH Act
k Availability of Information to Covered Entity Business Associate

agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 2Q of this

Agreement to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule including but not
limited to 45 CFR 164528 and the HITECH Act

3 PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE
Except as otherwise limited in this Agreement Business Associate may
use or disclose protected health information to perform functions
activities or services for or on behalf of Covered Entity as specified in
this Agreement provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity The specific
use and disclosure provisions are as follows
a Except as otherwise limited in this Agreement Business Associate

may use protected health information for the proper management
and administration of the Business Associate

b Except as otherwise limited in this Agreement Business Associate
may disclose protected health information for the proper

management and administration of the Business Associate

provided that disclosures are required by law or Business

Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person and the person notifies the
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached

C Except as otherwise limited in this Agreement Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR

164504e2iB
d Business Associate may use protected health information to report

violations of law to appropriate federal and state authorities
consistent with 16450201

4 PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE
a Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes
b Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates

C Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information
except with the prior written consent of Covered Entity and as
permitted by law including HIPAA and the HITECH Act This

prohibition shall not effect payment by Covered Entity to Business
Associate

5 OBLIGATIONS OF COVERED ENTITY
a Notification of Limitations in Notice of Privacy Practices Covered

Entity shall notify Business Associate of any limitations in its
notice of privacy practices of covered entity in accordance with 45
CFR 164520 to the extent that such limitation may affect
Business Associates use or disclosure of protected health

information
b Notification of Change or Revocation of Permission Covered entity

shall notify Business Associate of any changes in or revocation of
permission by individual to use or disclose protected health

information to the extent that such changes may affect Business
Associatesuse or disclosure of protected health information

C Notification of Restrictions Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR 164522 to the extent that such restriction may
effect Business Associates use or disclosure of protected health
information

6 PERMISSIBLE REQUESTS BY COVERED ENTITY Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity except that this restriction is not intended
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and shall not be construed to limit Business Associates capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 a b and c of this Agreement

7 TERM AND TERMINATION
a Term The term of this Agreement shall be effective upon

execution and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate or
created or received by Business Associate on behalf of Covered
Entity is destroyed or returned to Covered Entity or if it is
infeasible to return or destroy protected health information

protections are extended to such information in accordance with
the termination provisions in this Section

b Termination for Cause Upon either partys knowledge of a material
breach by the other party the party with knowledge of the other
partysbreach shall either
1 Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non breaching
party

2 Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible or

3 If neither termination nor cure is feasible the violation shall
be reported to the Secretary

C Effect of Termination

1 Except as provided in paragraph 2 of this Section upon
termination of this Agreement for any reason Business
Associate shall return or destroy all protected health

information received from Covered Entity or created or
received by Business Associate on behalf of Covered Entity
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate Business Associate shall retain no copies of the
protected health information

2 In the event that Business Associate determines that

returning or destroying the protected health information is
infeasible Business Associate shall provide to Covered
Entity notification of the conditions that male return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health

information to those purposes that make the return or
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destruction infeasible for so long as Business Associate
maintains such protected health information

8 ASSISTANCE IN LITIGATIONS OR ADMINISTRATIVE PROCEEDINGS
Business Associate shall make itself and any subcontractors employees
or agents assisting Business Associate in the performance of its

obligations under this Agreement with the Covered Entity available to
Covered Entity at no cost to Covered Entity to testify as witnesses or
otherwise in the event of litigation or administrative proceedings

commenced against Covered Entity its directors officers or employees
based on a claimed violation of HIPAA the HIPAA Regulations the
HITECH Act or other laws relating to security or privacy except where
Business Associate or its subcontractors employees or agents are named
as an adverse party

9 MISCELLANEOUS
a References A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended

b Amendment The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule
the Security Rule HIPAA the HITECH Act and other privacy laws
governing protected health information Amendments must be in

writing and signed by the parties to the Agreement
C Survival The respective rights and obligations of Business

Associate under Section 6c of this Agreement shall survive the
termination of this Agreement

d Interpretation Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act

10 LAW This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California except those provisions
of California law pertaining to conflicts of laws Business Associate shall

comply with all laws ordinances rules and regulations of all federal state
and local governmental authorities

11 ENTIRE AGREEMENT This Agreement including Exhibits constitutes
the entire understanding between the parties and supersedes all other
agreements oral or written with respect to the subject matter herein

12 INDEMNITY Business Associate shall protect defend indemnify and
hold City its officials employees and agents collectively in this Section
referred to as City harmless from and against any and all claims
demands causes of action losses damages and liabilities whether or
not reduced to judgment which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate
Business Associatesemployees or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act
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omission or misrepresentation by Business Associate Business

Associates 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 attorneys fees or court
costs Business Associate agrees to and shall reimburse City within a
reasonable time Business Associate shall give City notice of any claim
demand cause of action loss damage or liability within ten 10 calendar
days

11 AMBIGUITY In the event of any conflict or ambiguity in this Agreement
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA HIPAA Regulations the HITECH Act and
California law

14 COSTS If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder the prevailing party shall be entitled to its costs and expenses
including reasonable attorneys fees and court costs including appeals

15 NOTICES Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the US Postal
Service first class postage prepaid addressed to Business Associate at
the address first stated herein and to the City at 333 West Ocean
Boulevard Long Beach California 90802 Attention Director Health

Department Notice of change of address shall be given in the same
manner as stated herein for other notices Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made
whichever first occurs

16 WAIVER The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement or
of any right to damages or indemnity stated in this Agreement The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement

17 CONTINUATION Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
712 and 14 prior to termination or expiration of this Agreement and shall
not extinguish any warranties hereunder

18 ADVERTISING Business Associate shall not use the name of City its
officials or employees in any advertising or solicitation for business nor as
a reference without the prior approval of the City Manager or designee

19 THIRD PARTY BENEFICIARY This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement
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IN WITNESS WHEREOF the parties hereto have caused these presents to be
duly executed with all of the formalities required by lave as of the date first stated herein

S 202

20

Title

The foregoing Agreement is hereby approved as to form thisday of
20

ROBERT E SHANNON
City Attorney or des

L7bg 02 05187
LAppsCIyLaw32 VdP DocsD008P01200198059DDC
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CTY OF LONG H
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2625 GRA14D AVENUE LONG BEACH CALIFORNIA 90815 562 570 4000 FAX 562 5704049

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document the recipient of federal assistance funds is
providing the certification as set out below

1 The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into If it is later determined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification in addition to other remedies available to the Federal Government the
department or agency with which this transaction originated may pursue available
remedies including suspension and or debarment

2 The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous when submitted or has
become erroneous by reason of changed circumstance

3 The terms covered transaction debarred suspended ineligible lower tier
covered transaction participant person primary covered transaction

principal proposal and voluntarily excluded as used in this clause have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549

4 The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred suspended declared ineligible or voluntarily excluded from participation in
this covered transaction unless authorized by the department or agency with which
this transaction originated

5 The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled Certification Regarding Debarment Suspension
Ineligibility and Voluntary Exclusion Lower Tier Covered Transactions without
modification in all lower tier covered transactions and in all solicitations for lower tier
covered transactions

A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred suspended ineligible or
voluntarily excluded from the covered transaction unless it knows that the
certification is erroneous A participant may decide the method and frequency by
which it determines the eligibility of its principals Each participant may but is not
required to check the list of parties excluded from procurement or non procurement
programs

7 Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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CERTIFICATION REGARDING DEBARMENT
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clause The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings

Except for transactions authorized under Paragraph 4 of these instructions if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended debarred ineligible or voluntarily
excluded from participation in this transaction in addition to other remedies available
to the Federal Government the department or agency with which the transaction
originated may pursue available remedies including suspension andor debarment

The regulations implementing Executive Order 12549 Debarment and Suspension 24
CFR Part 24 Section 24510 Participants Responsibilities require this certification

1 The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred suspended proposed for debarment
declared ineligible or voluntarily excluded from participation in this
transaction by any Federal department or agency

2 Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification such participants shall attach an
explanation to this document

Agreement NumberCKtO ICa1 LUIL64 Contract Agency Ovi d a4s wv

Name and T of Authorized Representative t

Signature D
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ITS OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE LONG BENCH CALIFORNIA 90815 562 5704000 FAY 562 570 4049

CERTIFICATION REGARDING LOBBYING

Contractorsand lobbyist firms as defined in the Los Angeles County Code Chapter
2160 ordinance 930031 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 2160 and that all persons
acting on behalf of the Contractor will comply with the County Code
Failure on the part of the Contractor andor Lobbyist to fully comply with the Countys
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 an officer or employee of Congress or any employee of a
Member of Congress in connection with the awarding of any Federal contract the making of
any Federal grant loan or cooperative agreement and any extension continuation
renewal amendment or modification of said documents

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons andor subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements

Failure on the part of the Contractor or persons subcontractors acting on behalf of the
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties The undersigned certifies to the best of hisher knowledge and belief that

1 No Federal appropriated funds have been paid or will be paid by or on behalf of the
undersigned to any person for influencing or attempting to 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

2 If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency a Member of Congress an officer or employee of Congress or an employee
of a Member of Congress in connection with this Federal contract grant loan or
cooperative agreement the undersigned shall complete and submit Standard Form
LLL Disclosure Form to Report Lobbying in accordance with its instructions

ATTACHMENT H
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CERTIFICATION REGARDING LOBBYING
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The undersigned shall require that the language of this certification be included in
the award documents for all sub awards at all tiers including subcontracts sub
grants and contracts under grants loans and cooperative agreements and that all
sub recipients shall certify and disclose accordingly

4 This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into Submission of this certification is a
prerequisite for making or entering into this transaction imposed by Section 1352
Title 31 US Code Any person who fails to file the required certification shall be
subject to a civil penalty of not less than 10000 and not more than 100000 for
each such failure

Agreement Number 10 Contract Agency v MCA

Name and Title Authorized Representative

Signature D to
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