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CONTRACT FOR SOCIAL SERVICES

31024

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

entered, in duplicate, as of November 24, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between CENTRO C.H.A., INC., a California nonprofit
corporation (“Organization”), with offices located at 727 Pine Avenue, 2™ Floor, Long
Beach, California 90802, and the CITY OF LONG BEACH, a municipal corporation (the
“City”).

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

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

¢ R WHEREAS, Organization provides human or social services to very low,

low and moderate income residents of the City; and

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

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

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

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

Section 1. The above recitals are true and correct and are incorporated
1
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1 |} in the Contract.
2 Section 2.
3 A. Organization shall provide human or social services to very
4 low, low and moderate income residents of the City in accordance with Attachment
5 “A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
6 entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
7 entitted OMB Circular A-122”, Attachment “E” entitled “OMB Circular A-133",
8 Attachment “F” entitled “Health Information in Compliance with the Health
9 Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
10 entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
. 11 Lobbying”, all of which are attached hereto and incorporated by reference, and the
%éié 12 City of Long Beach Grants Monitoring Guidelines, which has been separately
Eg‘é% 13 provided to Organization and is incorporated by this reference.
Eg%g 14 B. Organization shall adhere to all policies, procedures, rules
E% §§ 16 and regulations established by HUD and sources including but not limited to the
”QJE%% 16 OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
%gé N 17 Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
18 for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Nineteen Thousand Dollars ($19,000.00) over the
term of this Contract. These funds shall be used to provide services within the
City of Long Beach. Upon execution of this Contract, the City shall disburse the
funds payable hereunder in due course of payments following receipt from
Organization of billing statements in a form approved by the City showing
expenditures and costs identified in Attachment “B”.

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

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

or inadequate documentation shall result in a Disallowed Cost Report. The
3

LT:bg A08-03606
L:\Apps\CtyLaw32\WPDocs\D018\P008\00148937.DOC




-—

2
3
4
5
6
7
8
9

10
11

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

E. Within thirty (30) days of the date of this Contract first stated
herein Qrganization shall submit to the Citv invoices. cancelled checks and other
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and reports within fifteen (15) days after the end of the Operational Year may
result in loss of reimbursement of funds.

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

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

Section 5.

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

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

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

B. In addition, Organization shall provide any information that the
City Auditor and other City representatives require in order to monitor and evaluate

Organization’s performance hereunder. The City reserves the right to review and
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or other forms of compensation; and selection for training, including
apprenticeship.

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

Section 7.

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

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

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

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

Section 10.

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

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

not be limited to broad form contractual liability, cross liability, independent
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1 contractors liability, and products and completed operations liability. The
2 City, its Boards and Commission, and their officials, employees and agents
3 shall be named as additional insureds by endorsement (on City's
4 endorsement form or on an endorsement equivalent in scope to ISO form
5 CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
6 special limitations on the scope of protection given to the City, its Boards
7 and Commissions and their officials, employees and agents.
8 (2)  Workers’ Compensation insurance as required by the
9 California Labor Code.
10 (3) Employer's liability insurance in an amount not less
. 11 than One Million Dollars ($1,000,000) per claim.
%égé 12 (4) Professional liability or errors and omissions insurance
Eg;—% 13 in an amount not less than One Million Dollars ($1,000,000) per claim.
gg %g’ 14 (6) Commercial automobile liability insurance (equivalent
%%Eg 15 in scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
é;%% 16 in an amount not less than Five Hundred Thousand Dollars ($500,000)
L% g § ) 17 combined single limit per accident.
18 (6) Blanket Honesty Bond in an amount equal to at least
19 fifty percent (50%) of the total amount to be disbursed to Organization
20 hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
21 safeguard the proper handling of funds by employees, agents or
= chime- gf.Q-vgcicaties e gic-——- bes saslies of mles e ol O
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satisfaction of the City's Risk Manager that Organization has no exposure, that the
coverage is unavailable or that the coverage is unaffordable. If a request for a waiver is
desired, Organization must submit a signed document on Organization's letterhead to the
Director of the City’s Department of Community Development, Neighborhood Services
Bureau, who will forward it to the City’s Risk Manager, providing reasons why the
insurance coverage should be waived. Waivers will be considered on a case by case
basis.

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

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

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

Organization shall, within thirty (30) days prior to expiration of the insurance
10
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1 required herein, furnish to the City certificates of insurance and endorsements
2 evidencing renewal of such insurance. The City reserves the right to require
3 complete certified copies of all policies of Organization and Organization’s
4 contractors and subcontractors, at any time. Organization shall make available to
5 the City’'s Risk Manager or his/her designee during normal business hours all
6 books, records and other information relating to the insurance coverage required
7 herein.
8 E. Any modification or waiver of the insurance requirements
9 herein shall only be made with the approval of the City's Risk Manager or his/her
10 designee. Not more frequently than once a year, the City’s Risk Manager or
. 11 his/her designee may require that Organization, Organization's contractors and
%é §§ 12 subcontractors change the amount, scope or types of coverages required herein if,
>3 4 ncaaf poriaraman bharain ara mad
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HUD and as required herein.
D. In addition to, and not in substitution for, other terms of this
Contract regarding the provision of services, Organization shall not:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

CENTRO C.H.A., INC., a California

nonpr it corporatlon
B ML//ﬁ\—

sgl e &/wm la e

Type or-Print Name

By

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

By @\ Assistant Cny quqge,-

SEAN

U City Manager -
j \
“City”

ROBERT k. SHANN@N, City Attorney
By /F

PH® CITY eﬂm
This Contract is approved as to form on a(r W /3 , 20 ﬁ?

Deputy
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ATTACHMENT “A”



City of Long Beach
Social Service Grant (SSG) Program 2008-2009
Scope of Work

AGENCY NAME: CENTRO CHA INC. CONTRACT NUMBER:

Program Objective: To deliver community-based youth and gang violence prevention and intervention services to high-risk Latino youth ages 14-18 residing in
low-income poverty (high intensive gang areas) neighborhoods across the City of Long Beach.

Cumulative Actual Cumulative Cumulative Actual Cumulative

. To provide on-site counseling services to 20 high-risk Latino male/female
youth ages 14-24 to develop and retain positive social and like skills, as
demonstrated by progress reports. In partnership w/ focal LBDHHS, ARS,

SACA, and other Professional counseling services as needed.

2. To provide after-school enrichment services and/or higher education coaching to 20 30
high-risk Latino male/female youth ages 14-24 to increase basic math and reading by
2 levels or asist youth to apply for post-secondary education, as demonstrated by
progress reports and casenotes. In partnership w/ volunteers, and student interns
LBCC, CSULB, and UCLA,.

3. To provide 2 workshops on youth violence and gang prevention to 70
50 high-risk Latino male/female youth ages 14-24 to acknowledge
the consequences and effects of youth violence and gang activity ,
. In partnership w/ Gang Specialists.

4. To provide after-school and weekend community service activities 30
to 30 high-risk Latino male/female youth ages 14-24, As required
and referred by local LBUSD, LAC Juvenile Superior Court, Long
Beach Probation Department, and Long Beach Volunteer Center.

Total Unduplicated Clients Served:| 180

WM R S Attachment "A"
Wnature (/ Page 1 of 1
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CITY OF LONG BEACH
Social Services Grant Program 2008-2009
Program Budget for Centro CHA City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
1 Director -.10 ETE In-kind $60,552 pe year X .10 FTE X1 yr . Responsible for overall project and performance
management and reporting.
2. Community Outreach Specialist - 40 FTE $10,858 $27'1,44 per year X .40 FTE ?(j yr . Responsible for outreach intake and assessment
coordination of program activities, case-management and follow-up. .
3. Staff Fringe Benefits @ 19% $2,063 Fringe Benefits Calculated @ 19% total personnel costs allocated to SSG.
TOTAL PERSONNEL $12,921 Total Personnel to be Reimbursed
OPERATIONS- 11% $6,079 Rent ( $53,400 per year @ 3560sq ft x $1.25/ea sq ft)
TOTAL OPERATIONS $6,079 Total Operations to be Reimbursed

SSG 08-09

Page 1 of 1
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PARTS 200-214 [RESERVED]

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

Bec.
215.0 About this part.
Subpart A—General

2151
Z15.2
7163
2154
2155

Purpose.

Definitions.

Bffect on other issuances.
Deviaticns.

Subawaras.

Subpart B—Pre-Award Reguirements

215.10 Purpoese.

21511 Pre-pward policies.

215,12 TForms for applying for Federal assist-
Ance.

215.13 Debarment and suspension.

215.14 Special award conditions.

21515 Metric system of measnrement.

21518 Eesource Conservation and Recovery
Act. .

21617 Certifications and representations.

subpart C—Posi-Award Requirements

FINANCIAL AND PROGRAM MANAGEMENT

216,20 Purpose of [linancial
management.

21621 Standards for financial management
systems

21622 Payment.

215,23 Cost sharing or matching.

215.24 Program income.

21526 Revision of budget and program
plans.

215.26 Non-Federal audits.

215,27 Allowable costs.

215.28 Period of availahility of funds.

215.26 Conditional exemptions,

and program

PROPERTY STANDARDS

Furpose of property standards.

1nsurance COvVerage.

216.32 Real property.

215.33 Federally-owned and exempi prop-
erty.

215,34 Eguipment.

215,35 Supplies and other expendable prop-
erty.

215.30
216.31

35

Invangible property.
Froperty trust relationsiip

21£.36
21637

PROCUREMENT STANDARDS

215.40
215.41
215,42
216.43
215.44
216.45
215.46
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§215.0 About this part.

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

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

and con-
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preseribes policies or specific require-
ments that differ frcm the standards
provided in this part, the provisions of
the statute shall govern.

(2) 'The provisions of sobparts A
through D of this part shall be applied
by PFederal agencies to recipients. Re-
c¢iplents shall apply the provisions of
those subparts to subrecipients per-
forming suhstantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, if such subreciplents are orga-
nizations described in paragraph (a) of
this section.

(3) This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of State or local governments
covered by OMB Circular A-102,
“Grants and Cooperative Agreements
with State and Local Governmenis'!
and the Federal agencies’ grants man-
agement common rule {see §215.5)
which standardize the administrative
requiirements Federal agencles impose
on State and local grantees. In addl-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part appties
to subawards made by State and local
governments to organizations coversd
by this part.

(4) Federal agencies may appiy the
provisions of subparts A through D of
this part to commercial grganizaticns,
foreign governments, organizations
under the jurisdiction of foreign gov-
ernments, and international erganiza-
tions.

{e) OMEB responsibilities. OMB is re-
sponsible for:

{1} Issuing and maintaining the guid-
ance in this part.

(2) Interpreting the policy require-
ments in this part and providing assist-
ance bto ensure effeotive and efficlent
implementation.

{3) Reviewing Federal agency regula-
tions implementing the guidance in
this pari, as required by Executive
Order 128466,

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

18ee 5 CFR 13109 for availability of OMB
circulars.
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where adequate justification is pre-
sented
{(5) Conducting broad oversight of

government-wide compliance with the
ruidance in this part.

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

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

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

(3) Reqguesting approval from OMB
for deviations from the guidance in
subparts A through I of this part in
situations where the guidance requires
that approval.

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

(e) Relationship f6 previous issuance.
The pguidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMEB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment,

(£} Information Contact, Further infor-
mastion concerning this part may be oh-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Managerment and Budget, Washington,
DO 20503, telephone (202) 395-3893.

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

Subpart A—General

§215.1 Purpose.

This part establishes uniform admin-
istrative reguirements for FRFederal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically

PorE
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reguired by Federal statube or execu-
tive order Non-profit organizations
that. implement Fegferal programs f[or
vhe States are also subject to State re-
guirements.

£215.2 Definitions.

(a) Accrued ezxpenditures means the
charges incarred by the recipient dur-
ing a given period reguiring the provi-
sion of funds for:

(1) Goods and other tangible property
received;

(27 Bervices performed by employees,
contractors, subrecipients, and other
payees, and,

{3y Other amounts becoming owed
under programs for which no carrent
services or performance is required.

{(b) Accrued income means yhe sum of:

{1) Earnings during a given period
from:

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

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

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

(e) Acguisition cost of eguipment means
the net iavoice price of the equipment,
including the cost of modifications, at-
tachments, accesscTies, 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 in-transi{ in-
surance, shall be included or excluded
fromm the unit acquisition cost in ac-
cordance with fthe recipient's regular
accounting practices.

(dy Advence means a payment made
by Treasury check or other appropriate
payment mechanism to a recipient
upon its reqguest either before outlays
are made by the reclpient or through
the use of predetermined payment
schedules.

(e) Award means financial assistance
that provides support or stimulation to
aceomplish a puoblic purpose. Awards
inclnde grants and other agreements in
the form of money or property in lisu
of money, by the Federal Government
to an eligible recipient. The term does
not include: technical assistance,
which provides services Instead of

§218.2

money; other assistance in the form of
loans, loan guaranitees, interest sub-
sidies, or insurance; direct payments of
ahy kind to individuals; and, contracts
which are required to be entered into
and administered under procurement
laws and regulaticens,

{fy Cush contributions means the re-
cipient's cash outlay, including the
outlay of money contributed to the re-
cipient by third parties.

{g) Closeout means the process by
which a Federal awarding agency de-
termines that all applicable adrninis-
trative actions and g1] required work of
the award have been compileted by the
recipient and Federal awarding agency.

(h) Contract mesns & procurement
centract under an award or subaward,
and a procurement sabcontract under a
recipient’s or subrecipient’s contract.

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

{3y Date of completion means the date
on which all work under an award is
completed or the date on the award
document, or any supplement or
amendment thereto, on which Federal
sponsorship ends.

(k) Disellowed costs means those
charges to an award thai the Federal
awarding agency determines to be un-
allowable, in accordance with the ap-
plicable Federal cost principles or
other terms and conditions contained
in the award.

(1} Eguipment means tangible non-
expendable personal property including
exempt property charged directly to
the award having a useful life of more
than one year and an acguisition cost
of $5,000 or more per unit, However,
consistent with recipient policy, lower
limits may be established. )

(m) Ezxcess property means propervy
under the control of any Federal
awarding agency that, as determined
by the head thereof, is no longer re-
gquired for its needs or the discharge of
its responsibilities.

(n) Ezemp!{ property means tangible
personal property acguired in whole or
in part with Federal funds, where the
Federal awarding agency has statutory
authority to vest title in the recipient
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without {urther obligation to the Fed-
eral Government. An example of ex-
empt property authority is contalned
in the Federal Grant and Cooperative
Agresment Act (31 U.S.C. 6308), for
property acquired under an award to
conduct basic or applied research by a
non-profit institution of higher edu-
cation or non-profit  organization
whose principal purpose s conduciing
scientific research.

(o) Federal awarding agency means
the Peaderal agency that provides an
award to the recipient.

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

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

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

(s) Intangible property and debt instru-
ments means, but 1s 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 instraments of property owner-
ship, whether considered tangible or in-
tangible.

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

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

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

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

(xX) Program income means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award
(see exclusions in §215.24(e) and (h)).
Program income includeg, but is not
limited to, Income from fees {or serv-
ices performed, the use or renial of real
or personal property acquired under
federally-funded projects, the sale of
commodities or {tems fabricated ander
an award, lHcense 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 incoms. Except as other-
wise provided in Federa! awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, ete., or interesat earned on any
of them.

(y) Project costs means all aliowable
costs, as set forth in the applicable
PFederal cost principles, incurred by &
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

(z} Project period means the period es-
tablished in the award document dur-
ing which Federal sponsorship begins
and ends.

(aa) Property means, unless otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments.
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(bb Reu! property means land, includ-
ing land improvements, strizetures and
appurlenances theretc, but excludes
movable machinery and equipment,

(co) Recipien! means all organization
receiving financial assistance directly
from Federal awarding agencies to
carry ont a project or program. The
term includes public and private Instl-
tutions of higher education, public and
private hospitals, and cother guasi-pub-
lic and private non-profit organizations
such as, but not limited to, community
action agencies, research institutes,
educational associztions, and hesglth
centers. The term may include som-
mercial organizations, foreign or inter-
national organizations {(such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors or subcontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The term
does not include government-owned
contractor-operated facilities or re-
search centers providing continued
support for mission-oriented, large-
scale programs that are government-
owned or centrelled, or are designated
ag federally-funded ressarch and devel-
opment centers.

(dd) Research ond development means
all research activities, both hasic and
applied, and all development activities
that are supported at universities, col-
leges, and other non-profit institu-
tions. ‘Research’™ is defined as a sys-
tematic study directed toward fuller
seientific knowledge or understanding
of the subject studied. “‘Development
is the systematic use of knowledge and
understanding gained from research di-
rected toward the producticn of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and processes. The {erm
research also includes activities in-
volving the training of individwals in
research technigques where such activi-
ties utilize the same facilities as other
research and development activities
and where such activities are not in-
cluded in the instruction function.

(ee) Small cwoerds means a grant or
cooperative agreernsnt not exceeding
the small parchase threshcld fixed at
41 U.S.C. 403(11) (currently $25,000},

() Subosword means an award of fi-
nancial assistance in the form of
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money, or propervy in ilev o7 money,
made under an award by & recipient to
an eligible subrecipient or by a sub-
reciplent to a lower tler subrecipient.
The term includes financial agsistance
whsen provided by any legal agreement,
even if the agreement is called a con-
tract, but does not include procure-
ment of goode and sgervices nor does it
include any form of assistance which is
excluded from the definition of
Yaward” in §215.2(e).

(gg) Subrecipient means the legal enti-
ty to which a subaward {s made and
which is accountable to the recipient
for the use of the funds provided. The
term may include foreign or inter-
national organizations {(such as agen-
cies of the United Nations) at the dis-
cretion of the Federal awarding agen-
cy.
(hh) Suppiies means all personal prop-
erty excluding eguipment, intangible
property, and debt instruments as de-
fined in this gection, and inventions of
a contractor conceived or {irst actually
reduced 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
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
tive Agreements.”

(ii} Suspension means an action by a
Federal awarding agency that tempo-
rarily withdraws Federal sponsorsiip
under an award, pending corrective ac-
tion by the recipient or pending 2 deci-
sion to terminate the award by the
Federal awarding agency. Suspension
of an award is a separaie action from
suspension under Federal agency regu-
lations implementing E.C, 12548 (61 FR
8370, 3 CPR, 1886 Comyp., p. 189) and E.O.
12689 (54 FR 34131, 3 CFR, 158% Comp., p.
235), “Debarment and Suspension.”

{ji} Termination means the cancella-
tion of Federal sponsorship, in whole or
in part, under an agreement at any
time prior to the date of completion.

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

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

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

(nn) Unrecovered indirect cost means
the difference hetween the amount
awarded and the amount which could
have been awarded under the recipi-
ent's approved negotiated indirect cost
rabe.

{oo) Working capital advance means a
procedure whereby funds are advanced
to the recipient to cover its estimated
dishursement needs for a given initial
period.

§215.3 Effect on other issuances.

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

§215.4 Deviations.

The Office of Management and Budg-
at (OMB) may grant exceptions for
classes of grants or recipients subject
to the requirements of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted only in unusunal circumstances.
Faderal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
for those reguirements which are stat-
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utory. Bxceptions on a case-by-case
basis may also be made by Federal
awarding agencies.

$215.5 Subawards.

Unless sections of this part specifi-
cally exclude subrecipients from cov-
erags, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations. State and local govern-
ment subreciplents are subjsct to the
provisions of reguiations implementing
the grants management common rule,
“Uniform  Administrative Reqguire-
ments for Grants and OCooperative
Apreements to State and Local Gov-
ernments,” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 16 CFR part 24, 20 C¥FH part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 575, 590, 850, 882, 905,
941, 968, 970, and 990, 28 CFR part 65, 29
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts T4 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, 11567, 1174, 1183,
1234, and 2015, and 48 CFR part 18.

[6¢ FR 26281, May 11, 2004, as amended at 70
FER 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Reguiremnents

§215.10 Purpose.

Sections 21511 through 215.17 pre-
scribe forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards,

§215.11 Pre-award policies.

(a) Use of QOrants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument (i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.3.C. 6301—08) governs the use of
prants, cooperabtive agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of 2 transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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statute, The statutory criterion for
choosing between grants and coopera-
tive agresments is that for the lavuer,
“substantial involvement is expected
petween: the executive agency and the
State, local government, or other re-
cipient when carrying out the activity
contemplated in the agreement.” Con-
tracts shall be used when the principal
purpose is acguisition of property or
services for the direct benefit or use of
the Federal Government.

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

§215.12 Forms for applying for Fed-
eral assistance.

{a) Federal awarding agencies shall
comply with the aprplicable report
clearance reguirements of § CFR part
1320, “‘Controlling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federal awarding
agency in place of or as a supplement
to the Standard Form 424 (S¥F-124) se-
ries,

{b) Applicants shall use the S¥F-424
series or theose forms and instructions
prescribed by the Federal awarding
AEENCy.

(¢} For Federal programs covered by
E.0. 123872, “Intergovernmental Review
of Federal Programs,” (47 FR 30858, 3
CFR, 1982 Comp., p. 197) the applicant
shall complete the appropriate sections
of the S5PF-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 particunlar State can be obtained from
the Federal awarding agency or the
Catalpg of Federal Domestic Assistance.
The SPOC shall advise the applicant
whether the program for which applica-
tion is made has been selected by that
State {or review,

(d) Federal awarding agencies that do
not use the SF-424 {form should indi-
cate whether the application is subject
to review by the State under E.0. 12372,

§215,13 Debarment and suspension,

Federal awarding agencies and re-
cipients shall comply with Federal
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agency regulations impiementing E.O.s
12545 and 12685, “‘Debarment and Sus-
pension.' Under those regulations, cer-
tain parties who are debarred, sus-
pended or otherwise excluded may not
be participants or principals in Federal
zssistance awards and subawards, and
in  certain contracts under those
awards and subawards.

70 FR 51879, Aug. 31, 2005)

§£215.14 Special award conditions.

If an applicant or recipient: has a his-
tory of poor performance, 15 not finan-
cially stable, has a management sys-
tem that does not meet the standards
prescribed in this part, has not con-
formed to the terms and conditions of
a previpns award, or i not otherwise
responsible, Federal awarding agencies
may impose additional requiremente as
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments, the reason why the additional
requirements are being imposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
reguesting reconsideration of the addi-
tional reguirements imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditione that
prompted them have been corrected.

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

amended Dy the Omnibus Trade and
Competitiveness Act (16 U.S.C, 208) de-
clares that the metric system is the
preferrsd measurement system for U.8.
trade and commerce, The Act reguires
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
the agency's procurements, grants, and
other business-related activities. Met
ric implementation may take longer
where the use of the system is initially
impractical or likely to cause signifi-
cant inefficiencies in the accomplish-
ment of federally-funded activities.
Federal awarding agencies shall follow
the provisions of E.Q. 12770, ‘'Metric
Usage in Federal Governmeni Pro-
grams’ (56 FR 35801, 3 CFR, 1891 Comp.,
p. 342).
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§216.16 Resource Conservation and

Recovery Act.

Under the Act, any State agency or
agency of a political subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
8002. Section 6002 requires that pref-
erence he piven in procurement pro-
grams to the purchase of specific prod-
nets containing recycled materials
identified in guidelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-254). Aocord-
ingly, State and local institutions of
higher education, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federal funds
shall give preference in their procure-
ment, programs funded with Federal
funds to the purchase of rscycied prod-
ucts pursuant to the EPA guldelines.

§215.17 Certifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, sach PFederal awarding
agency is authorized and encouraged to
aliow recipients to submit certifi-
cations and representations required
by statute, execufive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible officials with the
authority to ensure recipients’ compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management,

Sections 215.21 through 2156.28 pre-
scribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making andits, de-
termining allowability of cost, and es-
tablishing fund availability,

£215.21 Standards for financial man-
agement systems.

(a) Federal awarding agencies shall

require recipients tec relate financial
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data to performance data and develop
unit cost Information whenever prac-
tical.

(b) Recipienis’ financial managernent
systems shall provide for the following.

(i) Accurate, current and complete
disclosure of the financial results of
each federally-sponscred project or
program in accordance with the report-
ing requirements set forth in §215.62. If
a Federal awarding agency requires re-
porting on an accrual basgis frem a re-
eipient that maintalns its records on
other than an accrual basis, the recipi-
ent shall nat be required to establish
an accrual accounting system. These
reciplents may develop such accrual
data for its reports on the basls of an
analysis of the documentation on hand.

(2) Records that identify adeguately
the scurce and application of funds for
federally-sponsored activities. These
records shall contain infermation per-

talning to Federal awards, authoriza-

tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest,

(3) Effective control over and zc-
counsability for ali funds, property and
other assets, Reclpients shall ade-
quately safeguard all such assets and
assure they are used sclely for author-
ized purposes.

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

(6) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient frem the T.S.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIAY (Pub. 1. 101-453)
govern, bpayment methods of State
agencies, instrumenialities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 205, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

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

(7 Accounting records including cost
accounting records that are supported
by scurce documentation

fe} Where the Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
Federal awarding agency, ab its discre-
tion, may reguire adequate bonding
and insurance if the bonding and insur-
ance reguirements of the recipient are
net deemed adegquate Lo protect the in-
terest of the Federal! Government.

(dy The Federal awarding agency may
require adequate fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest.

{e) Where bonds are reguired in the
sitnations described above, the bonds
shall be obtained from companies hold-
ing certificates of anthority as accept-
able sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Business with the United States.”

§215.22 Payment.

(&) 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 hy the recipients. Payment
methods of State agenciss or instru-
mentalities shall be consistent with
Treasury-State CMIA agreemenis or
defanlt procedures codified at 31 CFR
part 205,

(b) Recipients are t0 be paid in ad-
vance, provided they maintain or dem-
onstrate the willingness to maintain:

(1) Written procedures that minimize
the fime elapsing between the transier
of funds and disbursement{ by the re-
cipient, and

{2) Financial management sysiems
that meet the standards for fund con-
trol and accountability as established
in §215.21. Cash advances to a recipient
organization shall be limited te the
minimum amounts needed and be
timed to be in accordance with the ac-
tual, immediate cash requirements of
the recipient organization in carrying
oul the purpose of the approved pro-
gram or project. The timing and
amount of cash advances shall be as
close as ig administratively {easible to
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the actual disbursements by vhe recipi-
et organizasion for direct program or
project costs and the proportlonate
share of any allowable indirect costs.

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

(1) Advance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronic funds transfer.

{2) Advance payment mechanisme are
subject to 31 CFR part 205,

(3) Recipients shall be authorized bo
submit reguests for advances and reim-
bursements &t least monthly when
electronic fund transfers are not used.

(d} Requests for Treasury check ad-
vance payment shall be submitted on
SF-270, “Reguest for Advance or Reim-
hursement,” or other forms as may be
authorized by OMB. This form is not to
be used when Treasury check advance
payments are made to the reciplent
automatically through the use of a pre-
determined payment schedule or if pre-
cinded by special Federal awarding
agency instructions fer electronic
fands transfer.

{e) Relmbursement is the preferred
method when the reguirements in
§215,12(b) cannot be met. Federal
awarding agenciss may also use this
method on any consbtruceticn agree-
ment, or if the major portion of the
construction project is accomplished
through private market financing or
Federal loans, and the Federal assist-
ange constitutes a minor portion of the
project.

(1) When the reimbursement method
is used, the Federal awarding agency
shall make payment within 30 days
after receipt of the billing, unless the
billing is improper.

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

() I{ a recipient cannot mest the cri-
teria for advance payments and the
Federal awarding agency has deter-
mined that reimbursement is not fea-
sible because the recipient lacks suffi-
cient working capital, the Federal
awarding agency may provide cash on &
working capital advance basis. Under
this procedure, the Federal awarding
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agency shall advance cash to the re-
cipient to cover its estimated disburse-
ment needs for an initial period gen-
erally peared %o the awardee’s dis-
bursing cycle. Thereafter, the Federal
awarding agency shall reimhburse the
raciplent for its actual cash disburse-
ments. The working capltal advance
methed of payment shall not be used
for recipients unwilling or onable to
provide timely advances to their sub-
recipient to meet the subrecipient’s ac-
tunal cash disbursements.

{g) To the extent avallable, recipi-
ents shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, program Iincome, 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, Federal awarding agencies shall
not withhold wpayments for proper
charges made by recipients at any time
during the project period unless para-
graphs (1)1 or (2) of this section
apply. _

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

(2} The recipient or subrecipient is
delinguent in a debt to the Unifed
States as defined in OMEB Clircular A-
128, “Managing Federal Credit Pro-
grams.” Under such condifions, the
Federal awarding agency may, upon
reasonable notice, Inform the reciplent
that payments shall nof be made for
abligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

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

(1) Except for situations described in
paragraph (1)(2) of this section, Fedsral
awarding agencles shall not require
separate depository accounts for funds
provided to a recipient or establish any
eligibility requirements for deposi-
tories for funds provided to a recipient.
However, recipients rmust be able to ac-
count for the receipt, obligation and
expenditure of funds.
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(2} Advances of Federal funds shall be
deposited and maintained in insured
accounts whenever possible.

(j) Consistent with the national geal
of expanding the opportunities for
women-owned and  minority-owned
business enferprises, recipients shall be
ancouraged bto use women-owned and
minority-owned banks (2 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
hearing accounts, unless paragraphs
(k)(1), (2) or (3) of this section apply.

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

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

(3) The 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 CMIA
and its implementing regulations at 31
CFR part 205 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
Management System, Rockville, MD
20852, Interest amounts up to 3250 per
year may be retained by the recipient
for administretive expense. State uni-
vergities and hospitals shall comply
with CMIA, as it pertains to interest, If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
fionary awards without prior written
approval from the Federal awarding
agency, it waives ifs right to recover
the interest under CMIA.

(m) Except as noted elsewhere in this
part, only the following forms shzll be
authorized for the reciplents in re-
questing advances and reimburse-
ments, Federal agencies shall not re-
gquire more than an originzl and two
copies of these forms.

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

2y 8F-27, Outlay Report and Re-
quest {for Reimbursement {or Construc-
tion Programg. Bach Federal awarding
agency shall adopt the SF-271 as the
standard form to be used for reguesting
reimbursement for construction  pro-
grams, However, a Federal awarding
agency may substitute the S¥F-270
when the Federal awarding agency de-
termines that it provides adeguate in-
formation to meet Federal needs.

§215.23 Cost sharing or matching,

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

(1) Are verifinble from the recipient's
records,

{2) Are not included as contributions
for any other {ederaliy-assisted project
Qr Program.

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

() Are allowable under the applica-
ble cost principles,

(5) 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 reguired by the Federal
awarding agency.

(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 the Federal awarding agency.

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

(2) The current f{air market value.
However, when there ig sufficient jus-
tificavion, the Federal awarding agen-
¢y may approve the use of the carrent
fair market value of the donated prop-
erty, even if it exceeds the certified
value at the time of donabion to the
projech.

(@) Volunteer services furnished by
professional and technical perscnnel,
consultants, and other skilled and un-
skiiled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid for similar work in the
recipient’s organization. In those in-
stances in which the required skills are
not found in the recipient organization,
rates shall be consistent with those
paid for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefite that are rea-
sonable, allowable, and alipcable 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 employee’s regilar 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 gkill for which the employee
is normally paid,

(f) Donated supplies may include
such items as expendable equipment,
office supplies, laboratory suprplies 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 deterrining
cost sharing or matching for donated
equipment, buildings and land {or
which fitle passes to the recipient may
differ according to the purpose of the
award, if paragraphs (g)(1) or (2) of this
section apply.

(1) If the purpose of the award is to
assist the recipient in the acguisition
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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 to
support activities that require the use
of eguipment, bulldings or land, nor-
mally only deprectation or use charges
for eguipment and bulldings may be
made, However, the full value of equip-
ment or other capital assets and fair
rental charges for land may be allowed,
provided that the Federal awarding
agency has approved the charges.

{h) The value of donated property
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with bhe 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 (e.g., ceriified 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 falr market value
of equipment of the same age and con-
dition at the time of donation.

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

(4) The value of loaned eguipment
shall not exceed its {sir rental value.

(5) The following requirements per-
tain to the reciplent’s supporting
records for in-kind contributions from
third parties.

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

{1i) The basis for determining the
valuation for personal service, mate-
rial, equipment, builldings and land
shall be documensed,

§215.24 Program income,

{a) Federal awarding agencies shall
apply the standards set forth in this
section in requiring recipient crganiza-
tions to account for program income

2 CFR Ch. Il (1-1-06 Edition)

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

(b) Except as provided in paragraph
(h) of this section, program income
earned doring the project period shall
be retained by the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in cne
or rmore of the ways listed in the fol-
lowing.

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

(2) Used to finance the non-Federal
share of the projech 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) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)(1) or (bX2) of
this section, program income in excess
of any limits atipulated shall be used in
accordance with paragraph (hX}3} of
this section.

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

{e) Unless Federal awarding agency
regulations or the ferms and condi-
tlons of the award provide otherwise,
recipients shall have no obligation to
the Federal Governmen{ regarding pro-
gram Income earned after the end of
the project pericd.

(f) If authorized by Federal swarding
agency regulations or the ferms and
conditions of the award, costs inecident
to0 the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.

1
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(g Proceeds from the saic of proparyy
shall be handled 1r: sccordance with the
requirements of the Property Stand-
ards isee §215.30 through §2156.37).

{h) Unless Federal awarding agency
regulations or the terms and condision
of the award provide otherwise, recipl-
ente shall nave no obligation to the
Federa]l Government with respect to
program income earned from license
{fees and royalties for copyrighted ma-
terial, pzatents, patent applicaticns,
trademarks, and inventions produced
under an award. However, Patent and

rademark Amendments (35 U.8.C. 18)
apply to inventions made under an ex-
perimental, developmental, or research
award.

§215.25 Revision of budget and pro-
gram plans.

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

(v} Recipients are required to report
deviations from budget and program
planz, and request prior approvals for
budget and program plan revisionsg, in
accordance with this section.

(¢c) For nonconstruction awards, re-
cipients shall request prior approvals
from Federal awarding agencies for one
or more of the following program or
budget related reasons.

{1} Change in the sccope or the objec-
tive of the project or program (even if
there 18 no associated budget revisicn
requiring prior written approval).

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

(3) The absence for more than three
months, or 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.

(6) The transfer of amounts budgeted
{for indirect costs to 2bsorb increases in
direct coste, or wice versa, if approval
is required by the Federal awarding
agency.
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(63 The inclusion, unless waived DY
the Federal awarding agency, of costs
that reguire prior approval 11 atcord-
ance with any of the following, as ap-
plicable:

{4y 2 CFR party 220, "“Cost Principles
for Educational Inssitutions (OMEB Cir-
cular A-21)"

(i) 2 OFR part 230, "'Cost Principles
for Non-Profit Organizaticns (OMB Cir-
cular A-122)3"

(iii} 45 CFR part 7, Appendix E,
“Principies for Determining Costs Ap-
plicable to Research and Development
under Grants and Contracts with Hos-
pitals,”” ané

(iv) 48 CFR part 31, “'Contract Cost
Principles and Procedures,”

7y The transfer of funds allotted for
training allowances {direct payment to
trainees) to other categories of ex-
PENse.

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

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

(e) Except for requirements listed in
paragraphs (c)1) and (c)X4) of this sec
tion, Federal awarding agencies are au-
thorized, at their option, to waive cosi-
related and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 and 230 (OMB Circulars A-21 and A-
122). Such waivers may include author-
izing recipients to do any one or more
of the following.

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

{2) Initiate a one-time extension of
the expiration date of the award of up
to 12 menths unless one or more of the
following conditions apply. For one-

pTTACHMENT .
pace. 15

PAGES




§215.26

time extensions, the recipient must no-
tify the Federal awarding agency in
writing with the supporting reasons
and revised expiration date at least 10
davs befors the expiration date speci-
fied in the award. This one-time exten-
sion may not be exercised merely for
the purpese of using unobligated bal-
Ances.

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

(i1} The extension requires addifional
Federal funds.

(111} The extension involves any
change in the approved objectives or
scope of the proiect.

(3) Carry forward unobligated bal-
ances to subsequent funding perilods.

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

(fy The TFederal awarding agency
may, abt its option, restrict the transfer
of funds among dirsct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds 100,000 and the
cumulative arnount of such transfers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federa} awarding agen-
cy. No Federal awarding agency shall
permit & transfer that would cause any
Federal appropriation or part thereof
to bhe used for purposes other than
those consistent with the original in-
tent of the appropriation.

{g) AL} other changes to nonconstruac-
tion budgets, except for the changes de-
seribed in paragraph (J) of this section,
do not require prior approval,

(h) For construction awards, recipi-
ents shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whensver
paragraphs (h)X1}, {2) or (3) of this sec-
tion 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 complebe the project.
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(3) A revision is desired which in-
volves specific costs for which prior
written approval requirements may he
imposed consistent with applicable
OMB cost principles listed in §215.27.

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

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

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

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

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

[6% FR 26281, May 11, 2004, as amendad at 70
FR 51880, Aug. 21, 2005]

§215.26 Non-Federal audits.

(a) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations {inclugd-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 189§
(31 U.8.C. 7501-7507) and revised OMB
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Circular  A-123, “aAudiss of States,
Loca) Governments, and Non-Profil Or-
ganizailons.”

(b) State and local governments shall
pe subBject to the andit reguirements
contained in the Single Audit Act
Amnendments of 1886 (31 U.S.C. 75601~
7507) and revised OMB Circular A-133,
“Audits of States, Local Governments,
and Non-Profit Organizations.”

(¢} For-profit hospitals not covered
by the aundit provisions of revised OME
Circular 4-133 shall be subject to the
audit requirements of the Federal
awarding agencies,

(@) Cemmercial organizations shall
be subject to the audit reguirements of
the Pederal awarding agency or the
prime recipient as incorporated into
the award document.

§215.27 Allowable costs.

For each kind of recipient, there is a
set of TFederal principles for deter-
mining allowable costs. Allowablility of
costs shall be debermined in accord-
ance with the cost principles applicable
t0 the entity incurring the costs. Thus,
allowability of costs incurred by 3tate,
local or federallv-reccognized Indian
trival governments is determined in
accordance with the provisions of 2
CFR part 225, “'Cost Principles for
State, Loeal, and Indian Tribal Govern-
ments (OME Circular A-87."" The allow-
ability of costs incurred by non-profiy
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, “Cost Principies for Non-Profit Or-
ganizations (OMPE Circular A-122)."" The
allowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, “Cost Prin-
ciples for Educational Institutions
(OME Circular 4-21)." The allowability
of costs incurred by hospitals is deter-
mined in accordance with the provi-
sions of Appendix E of 45 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.’” The allowability of cests in-
curred by commercial organizations
and those non-profii organizations list-
ed in Attachment C to Circular A-122 is
determined in accordance with the pro-
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vigions of the Tederal Acyuisivion Reg-
ulation (FAR) at 48 CFR part 33.

[70 FE 51880, Aug. 33, 2005)

£215.28 Period of availability of funds.

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

$216.29 Conditional exemptions.

(a) OMB sauthorizes conditional ex-
emption from OME administrative re-
quirements and cost principles circo-
lars for certain Federal programs with
statutorily-authorized consgolidated
planning and consolidated administra-
tive funding, that are identified by a
Federal agency and approved by the
head of the Execurive department or
establishment. A Federal agency shall
consult with OME during its consider-
ation of whether to grant such an ex-
emption.

(b} To promecte efficiency in State
and local program administration,
when Federal non-entitlement pro-
grams with common purposes have spe-
cific  statutorily-anthorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the Stale agency's resources oome
from non-Federal sources, Federal
agencies may exempt these covered
State-administered, non-entitlement
grant programs from certain OMBE
grants management requirements. The
exemptions would be from:

(1) The requirements in 2 CFR part
225, “Cost Principles for State, Local,
and Indian Tribal Governments (OMB
Circular A-87)" other than the
allocability of costs provisions that are
gontained in subsection .8 of Appendix
A to that part;

{2} The reguirements in 2 CFR part
220, “Cost Principleg for Educaticnal
Institutions {OMB Circular A-21)"
other than the allocability of costs pro-
visions that are contained in paragraph
C.4 in section C of the Appendix to that
part;

(3) The requirements in 2 CFR part
230, *Cost Principles for Non-Profit Or-
ganizations (OME Circular A-122)"

7
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other than the allocability of castis pro-
vigions that are in paragraph A.4 In
section A of Appendix A to that part;

(4) The administrative reguirements
provisions of part 2156 {OME Circular A-
114, “'Uniform Administrative Require-
mernts for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
tions,''); and

() The agencies’ grants management
common ruie (see §215.5).

(¢} When a Pederal agency provides
this flexibllity, as a prerequisite to a
State's exercising this option, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 COFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A-
87y and extend such policies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
erzl statutory and regulatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
regponsibilities of a State or its sub-
recipients.

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

PROPERTY STANDARDS

§215.30 Purpose of property stand-
ards,

Sections 215.31 through 21537 set
forth nuniform standards governing
management and disposition of prop-
erty furnished by the Federal Gowvern-
ment whose cost was charged tc a
project supported by a Federal award.
Federal awarding agencies shall re-
quire recipients o observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own property
management standards and procedures
provided it observes the provisions of
§216.31 through §215.37.
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£215.31 Insurance coverage.

Recipients shall, at a minimuam, pro-
vide the eguivalent insurance coverage
for real property and equipment ac-
quired with Federal funds as provided
ta property owned by the recipient.
Federally-owned property need not be
insured unless required by the terms
and conditions of the award.

§215.32 Real property.

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

(a) Title 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
shall not encumber the property with-
out approval of the Federal awarding
agency.

{b) The recipiant shall obtain written
approval by the Federal awarding agen-
cy for the use of real property in other
federally-sponsored projects when the
recipient determines that the property
is nc longer needed for the purpose of
the original project. Use in other
projects shall be limited to those under
federzally-sponscred projects (i.e.,
awards) or programs that have pur-
poses cansistent with those authorized
for support by the Federal awarding
agency.

{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 the Federal awarding
agency or its successor Federzal award-
ing agency. The Federal awarding
agency shall observe cne or more of the
following disposition instructions.

(1) The reciplent may be permitted to
retain title without further obligation
t0 the Federal Govermment after it
compensates the Federal Government
for that percentage of the current fair
market value of the property atirib-
utable to the Federal participation in
the project.

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

(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
compensaticn for its attribntable per-
centage of the current falr market
value of the property.

§215.38 Federally-owned and exempt
property.

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

(2) If the Federal awarding agency
has no further need {for the property, it
shall be declared excess and reported to
the General Services Administration,
unless the Federal awarding agency
has statutory authority to dispose of
the property by aliermative methods
{e.g., the authority provided by the
Federa! Techmnology Transfer Act {15
U.s.C. 310 (I)) to donate research
equipment Lo educaticnal and non-proi-
iy organizations in accordance with
E.0. 12821, “Improving Mathematics
and Science Bducation in Support of
the National Education Goals" (87 FR
54285, 3 CFR, 1982 Comp., p. 323)). Ap-
propriate instructions shall be issued
to the recipient by the Federal award-
ing agency.

§215.34

(b)y Exemp: proeperiy. When siatutory
authority existe, the Federal awarding
agency has the option w0 vest title Lo
property acguired with Federal funds
in the recipient withont further obliga-
tion to the Federal Government and
under conditions the Federal awarding
agency considers appropriate. Buch
properiy is Uexemnpt property.’’ Should
a Federal awarding agency not estalb-
lish conditions, bitle to exempt prop-
erty upon acquisition shsgll vest in the
recipient without farther obligation to
the Federal Government.

§215.34 Egquipment.

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

{b) The recipient shall not use eguip-
ment acguired with Federal funds to
provide services to non-Federal cutside
organizations for a fee that is less than
private companies charge for eguiva-
lent services, unless specliically au-
therized by Federal statute, for as long
as the Federal Government retains an
interest in the equipment.

{c) The recipient shall nse the equip-
ment in the project or program for
which it was acguired as long as need-
ed, whebher or not the project or pro-
gram continues t0 be supporied by Fed-
eral funds angd shall not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for the original project or pro-
gram, the recipient shall use the eguip-
ment in connection with its other fed-
erally-sponsored activities, in the fol-
lowing order of priority:

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

(2) Activities sponsored 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
ghall 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. Pirst
preference for such other use shall be
given to other projects or programs
sponsored by the Federal awarding
agency that financed the equipment;
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second preference shall be given to
projects or programs sponsored by
other Federal awarding agencies. If the
equipment is owned by the Federal
Government, use on other activities
not. sponscred by the Federal Govern-
ment shall be permissible if autharized
by the Federal awarding agency. User
charges shall be treated as program in-
came.

(e} When acquiring replacement
equipment, the recipient may use the
equipment to be replaced as trade-in or
sell the equiprment and use the pro-
ceeds to offset the costs of the replace-
ment eguipment subject to fthe ap-
proval of the Federal awarding agency.

(f) The recipient’s properiy manage-
ment standards for equipment acquired
with Federal funds and federally-owned
equipment shall include all of the foi-
lowing:

(1) Bquipment records shall be main-
tained acctrately and shall include the
following information.

(i) A description of the equipment.

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

(1ii) Source of the equipment, includ-
ing the award number.

(1v) Whether title vests 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
caleculate 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.

(viti) Unit acquisition cost.

(ix) Ultimate disposition data, in-
cluding date of dispozal and sales price
or the method used $o determine ocur-
rent fair mariket value where a recipi-
ent compensates the Federal awarding
agency for its share.

{2) Bquipment owned by the Feaderal
Governmment shall be identified to indi-
cate Federal ownership.

(3) A physical inventory of equipment
shall be taken and the results reoc-
cheiled with the eguipment records at
least once every two years. Any dif-
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ferences between quantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current ati-
lization, and continued need for the
squipment.

(4} A contrpl system shall be in effect
to insure adequate safeguards to pre-
vent loss, damage, or theft of the
equipment. Any loss, darmage, or theft
of equipment shall be investigated and
fully documented; if the equipment was
owned by the Federal Government, the
reciptent shall promptly notify the
Federal awarding agency.

(5} Adequate maintenance procedures
shali be implemented to keep the
equipment in good condition.

{6) Where the recipient is authorized
or required to sell the equipment, prop-
er sales procedures shall be establishad
which provide for compefition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the eqguipment, the eguipment
may be used for other acfiivities in ac-
cordance with the following standards.
For egulpment with a current per uanit
fair market value of $500¢ or more, the
recipient may retain the equipment for
other nses provided that compensation
is made to the originat Federal award-
ing agency or It successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program 1o 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 the
Federal awarding agency. The Federal
awarding agency shall determine
whether the equipment can be used to
meet the agency's requirements. If no
requirement exlsts within that agency,
the avallability of the equipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a reguire-
ment for the equipment exists in other
Federal agencies. The PFederal award-
ing agency shall issue Instructions to
the recipient no later than 120 calendar
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dave afier the recipient's reguest and
the foliowing procedures shall govern.

{1y 17 su instructed or if disposition
instructions are not issued within 120
calendar days after the recipient's re-
guest, the recipient shall sell the
sguipment and reimburse the Federal
awarding agency an amount computed
by applying to the sales proceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted $o deduct and retain from
the Federal share $500 or ten percent of
the proceeds, whichever is less, for the
recipient’s selling and handling ex-
penses.

(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 recipient’s participation in
the cost of the original project or pro-
gram 40 the current fair market value
of the equipment, plus any reasonable
shipping or interirm storage CcOsSts in-
curred.

(3) I the recipient is instructed to
otherwise dispose of the equipment, the
recipient shall he reimbursed by the
Federal awarding agency for such costs
incurred in its disposition.

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

(i) The eguipment shall be appro-
priately identified in the award or oth-
erwise made known to the recipient in

writing.
(11) The Federal awarding agency
shall issue disposition instructions

withir 120 calendar days after receipt
of a final inventory. The final inven-
tory shall list all eguipment acquired
with grant funds and federally-owned
equipment. If the TFederal awarding
agency ifalls to issue disposition in-
stroctions within the 120 calendar day
period, the recipient shall apply the
standards of this section, as appro-
priate.

(1ii) When the Federal awarding
agency exercises 1ts right to take title,
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the eguipmeni shall be subject to the
provisions for f{ederally-owned eguip-
mment.

£215.35 Supplies and other expend.

able property.

{a} Title te supplies and other ex-
pendable property shall vest in the re-
cipient upon acguisition. If there is 2
residual inventory of unused supplies
exceeding $6000 in tocial aggregate
value upon termination or completion
of the project or program and the sup-
plies are not needed for any other fed-
erally-sponsorsd project or program,
the recipient ghall retain the supplies
for use on non-Federal sponsored ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
ernment for its share. The amount of
gompensation shall be computed in the
same manner as for equipment.

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

§215.36 Intangible property.

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

{b) Reciplents are subject to applica-
ble regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFR part 401,
“Rights to Inventions Made by Non-
profit Organizations and Small Basi-
ness Firme Under Government Grants,
Contracts and Cooperative Agree-
mentg. "’

(¢) The Federal Government has the
right to:

(1) Obtain, reproducse, publish or oth-
erwise use the data first produced
under an award.

-~
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{2} Authorize others to receive. repro-
duse, publish, or otherwise use such
data for Federal purposes

fdy (1) In addition, In response to a
Freadom of Information Act (FCILA) re-
aquest for research data relating to pub-
lished research findings produced under
an award that was used by the Federal
Government in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
raquest, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
available to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obtains
the research data solely In response to
a FOIA reguest, the agency may charge
the requester a reasonable fee equaling
the full in¢remental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOILA
(6 U.8.C. 552(a)(4)(A)).

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

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

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

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

(ii} Published is defined as either
when:

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

(il1) Used by the Federal Government
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially clites the research findings in
support of an agency action that has
the force and sffect of law.

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

{69 FR 26281, May 11, 2004, 28 amended at 70
FR 51881, Aug. 31, 2005]

§215.37 Property trust relationship.

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

PROCUREMENT STANDARDS

§215.40 Purpose of

standards.

Sections 21541 through 21548 set
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Fsderzl funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effsctive manner
and in compliance with the provisions

procurement
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¢! appilcabie Federal statules and ex-
ecutive ordgers. No additional procure-
ment standards or reguirements shall
be imposed by the Federal awarding
agencies upon recipients, unless spe-
pifically required by Federal statute or
executive order or approved by OMB.

t215.41 HRecipient responsibilities.

The standarde contained in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract(s). The recipient is
the responsible anthority, withont re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of all contracinal and administra-
tive issnes arising out of procurements
entered Into in support of an award or
other agreemeni. This includes dis-
putes, claims, protests of award, source
evaluation or other matters of a con-
tractual nature. Matters concerning
violation of statute are to be referred
to such Federal, State or local anthor-
ity a8 may have proper jurisdiction.

£215.42 Codes of conduct.

The recipient shall maintain written
standards of conduct governing the
performance of ite employees engaged
in the award and administration of
contracts. Mo employee, officer, or
agent shall participate in the seiection,
award, or administration of a contract
supported by Federal funds if & real or
apparent conflict of interest would be
inveplved. Such a conflict would arise
when the emploves, officer, or agent,
any member of his or her immediate
family, his or her partner, or an orga-
nization which employs or i about to
employ any of the parties indicated
herein, has 2 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 anything of
monetary value from contractors, or
parties Lo 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 1tem of nominal value. The
standards of conduct shall provide for
disciplinary actioms to be applied for
violations of such standards by offi-
cers, employees, or agents of the re-
cipient.
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§215.43 Competition,

All procurement transactions shall
be conducted in a manner Lo provide,
to the maximum extent practical, open
and f{ree competition. The recipient
shall be alert to organizational con-
flicts of interest as well as noncompeti-
tive practices among contractors that
may restrict or eliminate competition
or otherwise restrain trade. In order 1o
ensure objective contractor perfocrm-
ance and eliminate unfair competitive
advantage, contractors that develop or
draft  specifications, reguirements,
statements of work, invitations for
bids and/or requests for preposals shall
be excluded from competing for such
procurements. Awards shall he made to
the bidder or offeror whose ©id or offer
ig responsive to the solicitation and is
most advantagecuns to the recipient,
price, guallty and other factors consid-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offercr shall fulfill in order for the
bid or offer to be evaluated by the re-
cipient. Any and all bids or offers may
be reiected when it is in the recipient's
interest to do so.

§215.44 Procurement procedures.

{a) ALl recipients shall establish writ-
ten procurement procedures. These
procedures shall provide fer, at & min-
imurmn, that paragraphs {(a)(1), (& and
{3} of this section apply.

(1) Reciplents avoid purchasing un-
necessary items.

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

(3) Solicitations for geods and serv-
ices provide {for all of the {ollowing.

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

(i1) Repguirements which the bidder/
oiferor must fulfill and all other fac-
tors to be used in evaluating Dbids or
Droposals.

{111y A description, whenever prac-
ticable, of technical reguirements in
terms of functions to be performed or
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performance required, including the
range of acceptable characteristics or
mintmum acceptable standards.

(iv) The specific features of ‘‘brand
name or equal’’ descriptions that bid-
ders are required tc meet when such
items are included in the solicitation.

(v} The acceptance, to the sxtent
practicable and economically feasible,
of products and services dimensioned in
the mefric system of measurement.

(vi} Preference, to the extant prac-
ticabie and economically feasible, for
products and services that conserve
natural resources and profect the envi-
ronment and are energy efficient.

(b) Positive efforfs shall be made by
recipients to utillze small businesses,
minority-owned firms, and women's
business enterprises, whenever pos-
sible. Recipients of Federal awards
shall take all of the following steps to
further this goal.

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

(2) Make information on forthcoming
opportunities available and arrange
time frames for purchases and con-
tracts to encourape and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's buginess
enterprises.

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

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

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

{6) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce’s Minor-
ity Business Development Agency in
the solicitation and utilization of
small businesses, minority-owned firms
and womaen’s business enterprises.

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

(d} Contracts shall be made only with
responsible contractors who possess
the potential abllity to perform suc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be given to such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibility @o
other necessary resources. In certain
circumstances, congracts with certain
parties are restricted by agencies’ im-
plementation of E.O.s 12543 and 12689,
“Debarment and Suspension.”

(e) Reciplents shall, on reguest, make
avallable for the Federal awarding
agency, pre-award review and procure-
ment documents, stch as request for
proposals or invitations for bids, inde-
pendent cost estimates, eic,, when any
of the following conditions apply.

(1) A recipient’s procurement proce-
dures or operation fails to comply with
the procurement sfandards in the Fed-
eral] awarding agency's implementation
of this part.

(2) The procurement is expected to
exceed the small purchase threshold
fixed at 41 U.5.C. 402 (11) (currently
$25,000) 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 toc exceed the small purchase
threshoid, specifies a “brand name”
product.

(4) The proposed award over the
smsall purchase threshold is to be
awarded to other than the apparent
low bidder under a gealed bigd proctire-
ment,

(5) A proposed ocontract modification
changes the scope of a contract or in-
creases the contract amount by more
than the amount of ths small purchase
threshold.

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall! be made and documented in the
procurement f{iles in connection with
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every procurement action. Price anal-
ysis may be accomplished in various
ways, including the comparison of
price quoiations submitted, market
vrices and similar indicia, together
with discounts. Cost analysis is the re-
view and evaluation of each element of
¢o8t  to  determine reasonableness,
allocability and allowability.

£215.46 Procurement records.

Procurement records and files for
puarchases in excess ©of the small pur-
chase threshold shall include the fol-
lowing at & minimuam:

(a) Basis for contractor selection;

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

(¢) Basis for award cost or price.

§215.47 Contract administratioxn.

£ system for contract administration
shall be maintalned toc ensure cob-
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 dpcument, as& appro-
priate, whether contractors have met
the terms, conditions and specifica-
tions of the contract.

421548 Contract provisjons,

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) Al combtracts in excess cof 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 Ior default as well as
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conditions where Sthe contract may be
terminated because of circumstances
beyond the control of the contractor.

{¢) Bxcept as otherwise reguired by
statute, an award that requires the
contracting (or subcontracting) for
construction or facilisy improvements
shall provide for the recipient to fellow
ite own reguirements relating to bid
guarantees, performance bonds, and
payment bonds unless the construction
contract or  subconiract exceeds
$100,000. For those contracts or sub-
contracts exceeding 3100,000, the Fed-
eral awarding agency may accept the
ponding pelicy and requirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government's interest
is adeguately protected. If such g de-
termination has not been made, &he
minimum reguirements shall be as fol-
lows,

{1) A bld guarantee from gach bidder
equivalent to five percent of the bid
price, The “bid guarantee' shall can-
gist of & firm commitment such as a
kid bond, certified check, or other ne-
gotiable ingtrument accompanying a
bid as assurance that the bidder ghall,
ppon acceptance of his bid, execute
such contractual documents as may be
required within the time specified.

(2) A performance bond on the part of
the contractor for 100 percent of the
contract price. A “‘performance bond”
is one executed in conmection with a
contract o secure fulfillment of all the
contractor’s obligations under such
contract.

(8y 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 coniract
to assure payment as reqguired by stat-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(4 Where honds are reguired in the
situations described herein, the bonds
shall te obtained from companies hold-
ing certificates of authority as accept-
able sureties pursuant to 31 CFR part
223, “Burety Companies Deing Busipess
with the United States.”

(&) All negotiated contracts (except
those for less than the small purchase
threshold) awarded by recipients shall
include a provision to the effect that

—
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the recipient, the Federal awarding
agency, the Comptroller General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
cess to any boolks, documents, papers
and records of the contracter which are
directly pertinent %o a specific pro-
gram for the purpose of making audits,

axaminations, excerpts and tran-
scriptions.
(e) All contracts, including small

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

REPORTS AND RECORDS

§215.50 Purpose of and

records,

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

reports

§215.51 Monitoring and reporting pro-
gram performance.

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

(b) The Federal awarding agency
shall prescribe the frequency with
which the performance reports shall be
submitted. Except as proviged In
§215.51{f), performance reports shall
not be reguired more frequently than
gquarterly or, less freguently than an-
nually. Apnual reports shall he due 90
calendar days after the grant year,
guarterly or semi-annual reports shall
be dwe 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary dates of maultiple year awards
in lieu of these requirements. The final
performance reports are due 90 cal-
endar days after the expiration or ter-
mination of the award.

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

(1Y A comparison of actnal accom-
plishments with the goals and abjec-
tivea established for the period, the
findlngs of the investigator, or both.
Whenever appropriate and the output
of programs or prajects can be readily
gquantified, such guantitative data
should be related fo cost data for com-
putation of unit costs.

{2) Reasons why establigshed goals
were not met, if appropriate.

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

(e) Recipients shall not be required to
submit more than the criginal and two
copies of performance reporis.

(f} Recipients shall immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
cage of problems, delays, or adverse
conditions which materially irmpair the
ability to meet the objectives of the
award. This notification shall include a
statement of the action taken or con-
templated, and any assistance needed
to resolve the situation.

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

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

§215.562 Financial reporting.

(&) The following forms or such cther
forms as may be approved by OMB are
anthorized for obtaining financial in-
formation {rom recipients.

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

{i) Each Federal awarding agency
shall require recipients to use the SF-
269 or SF-268A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, howsever, have the option of
not requlring the SF-269 or SF-269A
when the SF-270, Reguest for Advance
or Reimbursement, or SF-27Z, Report
of Federal Cash Tranhsactions, is deter-
mined to provide adequate information
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to meet ite needs, excebt that z final
QF-969 o1 SF-2694 snall be reguired at
the completion of the project when the
SF-270 15 used only for advances.

(iij The Federal awarding agency
shall prescribe whether the report shall
e on a cash or accrual basis. If the
Federal awarding agency requires ac-
crual information and the recipient’s
accounting reccrds are not normally
kept on the accrual basis, the recipient
shall not be reguired to convert its ac-
counting system, but shall develop
such acerual information through best
estimates based on an analysis of the
documentation on hand.

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

(iv) The Federal awarding agency
shall require recipients to submit the
SP-269 or SF-260A (am original and no
more than two copies) no later than 30
days after the end of each specified re-
porting pericd for quarterly and semi-
annual reporitg, and 90 calendar days
for annual and final reports. Exten-
sions of reporting due dates may be ap~
proved by the Federal awarding agency
upon request of the recipient.

{2y §p-272, Report of Federal Cash
Transactions.

(i) When funds are advanced to re-
c¢ipients the Federal awarding agency
shall reguire each recipient to submit
the SF-272 and, when necessary, iis
continuation sheet, SF-272a. The Fed-
eral awarding agency shall use this re-
port to monitor cash advanced to re-
cipients and to obtain disbursement in-
{formation for each agreement with the
recirients.

(ii) Federal awarding agencies may
reguire forecasts of Federal cash re-
quirements in the ‘"Remarks’ section
of the report,

(1ii) When practical and deemed nec-
essary, Federal awarding agencies may
require recipients to report in the
“Remarks’ section the amount of cash
advances received in excess of three
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dzays. Reciplents shall provide short
narrative explanations of actions taken
to reduce the excess balances.

{iv) Recipients shall bhe required to
submit not more than the original and
two ¢opies of the SF-272 15 calendar
days following the end of each guarter.
The Federal awarding agencies may re-
guire a monthly report from those re-
cipients receiving advances totaling $1
million or more per year.

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

(A) When monthly advances do not
exceed $25,000 per recipieni, provided
that such advances are maonitored
through other forms contained in this
section;

(B) If, in the Federal awarding agen-
cy's opinion, the recipient's accounting
controls are adequate to minimize ex-
cessive Federal advances; or,

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

() When the Federal awarding agen-
cy needs additional information or
more Irequent reports, the following
shall be observed.

(1) When additional information is
needed to comply with legislative re-
guirements, Federal awarding agencies
shall issue instructions to require re-
cipiente toc submit such information
under the ‘‘Remarks’ section of the re-
poOTES.

(2) When a Federal awarding agency
determines that a recipient’s account-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation 1o further monitor awards may
be obtained upon written notice to the
recipient until such time as the system
is brought up to standard. The Federal
awarding agency, in obtaining this in-
formation, shall comply with report
clearance requirements of 5 CFR part
1320.

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

4) Pederal awarding agencies may
accept the identical information from
the recipients in machine readable for-
mat or computer printonts or elec-
tronic outpute in lien of prescribed for-
matg.
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(5) Federal awarding agencies may
provide computer or electronic cutputs
Lo reciplents when such expedites or
contributes to the accuracy of report-

ing.

421553 Retention and access require-
ments for records,

(a)} This section sets forth require-
ments [or record retention ahd access
to records for awards to recipients.
Federal awarding agencies shall not
impoge any other record retentlon or
aceess requirements upon recipients.

(b} Pinancial records, supporting doc-
uments, statistical records, and ail
other records pertinent to an award
shall he retained for a periocd of three
vears from the date of submigsion of
the final expenditure report or, for
awards that are renewed guarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial report, as authorized by the Fad-
eral awarding agency. The only excep-
tions are the following.

(1) If any litigation, claim, or andif is
started before the expiration of the 3-
yvear period, the records shall be re-
tained until all litigation, claims or
audit findings involving the records
have been resclved 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 the Federal awarding
agency, the 3-year retention require-
ment ig not applicable to the recipient.

(4) Indirect cost rate proposals, cost
allocations plans, ete. as specified in
§215.58(g).

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

(dy The Federal awarding agency
shall request transfer of certain
records to its custody from recipients
when it determines that the records
possess long term resentlon value.
However, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retain any records that are
continuously needed for jeint use.

64

2 CFR Ch. 1t (1-1-06 Edition}

fe) The Federal awarding agency, the
Inspector General, Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any books, docu-
ments, papers, or other records of re-
cipients that are pertinent to the
awards, in order to make andits, ex-
aminations, excerpts, transcripts and
copies of sach documents. This right
also includes timely and reasonable ac-
cess to a reciptent’s personnel for the
purpose of Interview and discussion re-
lated to such documents. The rights of
accaess In this paragraph are not lim-
ited to the required retention period,
but shall last as long as records are re-
tained.

(f) Unless required by statute, nc
Federal awarding agency shall place
restrictions on recipients that limit
public access {0 the records of recipi-
ents that are pertinent to an award, ex-
capt when the Federal awarding agency
cazn dsmonstrate that such records
shall be kept confidential and would
have been exempied Ifrom disclosure
pursuant to the PFreedom of Informa-
tion Act (5 U.8.C, 552) if the records
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)(1)
and {g)2) of this section apply to the
following types of documents, and fheir
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 oOr composite fringe benefit
rates).

{1} If submitted for negotiction. I the
recipient submits te the Federal

awarding agency or the suabrecipient
submits to the recipient the proposal,
plan, or other computation to form the
basis for negotiation of the rate, then
the 3-year retentlon period for its sup-
porting records starts on the date of
such submission.

(2) If not submitied for negotiation. If
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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ather compuvation for negotiation pur-
poses, then the 3-year retention Deriod
{cr the proposal, plan, or other com-
putation and its supporting records
starts at the end of the fiscal year (or
other accounting period) covered by
the proposal, plan, or other computa-
tion.

TERMINATION AND ENFORCEMENT

£915.60 Purpose of termination and
enforcement.

Sections 215.61 and 215.62 set forth
uniform suspension, termination and
enforcement procedures.

£215,61 Termination.

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

(1} By the Federal awarding agency,
if a recipient materially fails to com-
ply with the terms and cenditions of an
award.

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

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

thy If costs are allowed under an
award, the responsibilities of the re-
cipient referred to in §215.71(a), includ-
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.

§215.62 Enforcement.

{a) Remedies fer noncompliance. If a re-
cipient materially {ails to comply with
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the wverms and conditions of an award,
whether stated in a Federal statute,
regulation, assurance, application, or
notice of award, the Federal awarding
agency may, in addition tc imposing
any of the special conditions outlined
in §215.14, take one or more of the fol-
lowing actions, as appropriate in the
circumstances.

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

{2) Disallow (that ig, 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) Whoelly or partly suspend or ter-
minate the current award.

{(4) Withhold further awards for the
projech O Program.

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

(b) Hearings and appecls. In taking an
enforcement action, the awarding
agency shall provide the recipient an
opportunity for hearing, appeal, or
other administrative proceeding Lo
which the recipient is entitled under
any statute or regulation applicable to
the action involved.

() Effects of suspension and iermi-
nation. Costs of & recipient resulting
from ebligations incurred by the re-
cipient during a suspension or after
termination of an award are not allow-
able unless the awarding agency ex-
pressly anthorizes them in the notice
of suspension or termination or subse-
gquently., Other recipient costs during
suspension or after termination which
are hecessary and not reasonably
avoidable are allowabie if paragraphs
(c){1) and (2) of this section apply.

(1) The costs result from obligations
which were properly incurred by the re-
cipient befere 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.

(@) Relationship to debarment and sus-
pension. 'The enforcement remedies
identified in this section, inclnding
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suspension and termination, do not
preclude a recipient {rom heing subject
to debarment and suspension under
.05 12548 and 12689 and the Federal
awarding agency implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requirements

£215.70 Purpose.

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

£216.71 Closeout procedures.

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

{b) Unless the Federal awarding agen-
cy authorizes an extension, a recipient
shall lguidate all obligations incurred
under the award not lafer than 80 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award
or in agency implementing instruc-
tions.

(c) The Federal awarding agency
ghall make prompt payments t0o a re-
cipient for allowable reimbursable
costs under the award belng closed out.

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

() When authorized by the terms and
conditions of the award, the Federal
awarding agency shall make a seftle-
ment for any upward or downward ad-
justments to the Federal ghare of costs
after cleseout reports are received.

(fy The recipient shall account for
any real and personal property ac-
quired with Federal funds or recelved
from the Federal Government in ac-
cordance with §215.31 through §215.37.

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

521572 Subsequent adjustments and
continuing responsibilities.

(a) The clogecut of an award does not
affect any of the foliowing:

(1) The right of the Federal awarding
agency 40 disallow costs and recover
funds on the basis of a later aundit or
other review,

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

3) Audit requirements in §215.26.

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

(6} Records retention as reguired in
§215.53.

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

(60 FR 26281, May 11, 2004, as amended at 70
¥R 51881, Aug, 31, 2005]

§215.73 Collection of amounts due,

{a) Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined tc be enti-
tled under the terms and conditions of
the award constitute a debt to the Fed-
eral Government. If not paid within a
reascnable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
{a.)(1}, (2) or (3) of this section.

(1) Making an administrative offset
agalnst other requests for reimburse-
ments.

(2) Withholding advance payments
otherwige due to the recipient.

(3) Taking other action permitted by
statute.

(k) Except as otherwise provided by
law, the Federal awarding agency shall
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charge interest on gn overdue debi in

sceordance with 4 CFPR Chapter II,
“Pederal Claims Cellection  Stand-
ards.”

APPENDIY A TO PaRT 215~CONTEACT
PROVISIONS

All contracts, awarded by a recipient in-
cluding small purchases, shall contair the
iullowing provisions ac applicable:

1. Equal Employment Opportunity—All coh-
tracts shall contain a provision reguiring
compliance with E.O. 11246, 'Equal Employ-
ment Opportunity” (30 FR 12319, 18935, 3
CFR, 1Y84-1965 Comp., p. 339), as amended by
E.0. 11375, " Amending Executive Order 11246
Relating t¢ Bgual Empleyment Oppor-
tunity,” and as supplemented by regulations
at 41 CFR part 60, ""Office of Federal Con-
tract Compliance Programs, Bgual Employ-
ment Opportanity, Departrment of Labor.”

2. Copeland “Anti-Kickbaock™ Act (18 U.8.C.
&74 and 40 D.5.C. 2760)—All contracts and sub-
grants in excess of $2000 for comstruction or
repair awarded by recipients and svubrecipi-
ents shall include a provision for compliance
with the Copeland “'Anti-Kickback® Act (38
U.B.C. 874), as supplemented by Department
of Labor reguiations (20 CFR part 3, “Con-
sractors and Subcontractors oz Public Bulld-
ing or Public Work Financed in Whole or in
Part by Loans or Grants from the United
States'). The Act provides that each con-
tragtor or subrecipient shall be prohibited
from inducing, by any means, any Person
employed in the construction, completion, or
repair of public work, to give np any part of
the compensation to which he is otherwise
entitled. The recipient shall report all sus-
pected or reported violations to the Federal
awarding agency.

3. Davis-Bacon Act, as amended (40 U.S.C.
2760 to a-7—When reguirsd by Federal pro-
gram legislation, all copstruction contracts
awarded by the recipients and subrecipients
of more than 32000 shall include a provision
for compliance with the Davis-Bacon Act (40
U.5.C. 276a to a-7) and as supplemented by
Departmeant of Labor regulations (20 CFR
part b, “‘Labor Standards Provisions Applica-
bLle to Contracts Governing Fedsrally Fi-
nanced and Assisted Constructicn’). Under
this Act contractors shall be required to pay
wages to laborers and mechanics at a rate
not less than the minimum wages specified
in a wage determination made by the Sec-
retary of Labor. In addition, contractors
shall be required tc pay wages not less than
conce a week. The reclpient shall place a copy
of the current prevailing wage defermination
issued by the Department of Labor it each
solicitation and the award of a contract shall
3¢ conditioned upon the acceptance of the
wage determination. The recipient shall re-
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pory all suspecied or reported vioclations Lo
the Federal awarding agency

4. Contract Work Hours and Sajety Stendords
Act (40 D.5.C. 327-333)—Where applicable, all
contracts awarded by recipients ix excess ol
$2000 {or construction contracis and in ex-
cess of 32500 {or other contracts that involve
the employment of mechanics or laborers
shal) include & provision for compliance with
sections 102 and 107 of the Contract Work
Hours and Safety Standards Act (40 U.S.C.
327-333), as supplemented by Department of
Labor regulations (20 CFR part 5). Under sec-
tion 102 of the Act, each contractor shall be
required t¢ compute the wages of every me-
chanic and laberer on the basis of & standard
work week of 40 hours. Work in excess of the
standard work week is permissible provided
that the worker is compensated at a rate of
not less than 1% times the basic rate of pay
for all hours worked in excess of 40 hours in
the work week. Section 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be required
to work in surroundings or under working
conditions which are unsanitary, hazardous
or dangerous. These reguirements do not
apply to the purchases of supplies or mate-
rials or articles ordinarily available on the
open market, or contracts for transportation
or transmission of intelligence.

§. Rights to Jnventions Muode DUnder o Con-
tract or Agreement—Contiracts or agresements
for the performmance of experimental, devel-
opmental, or research work shall provide for
the rights of the Federal Government and
the recipient in any resulting inventicn in
accordance with 37 CFR part 401, “Rights to
Inventions Made by Wenprolit Organizations
and Small Business Firms Under Govern-
ment CGrants, Contracts and Cooperative
Agreements,” and any implementing regula-
tions issued by the awarding agency.

6. Clean Air Act {42 U.8.C. 740! et seqg.) and
tine Federal Water Pollution Comtrol Act (33
7.8.C. 1251 et seq.), as amended—OContracts
and soobgrants of amounts In excess of
$100,000 shall contain a provision that re-
guires the recipient to agree tc comply with
all applicable standards, orders or regula-
tions issued pursuant tc the Clean Air Act
(42 TJ.8.C. 7401 et seq.) and the Federal Water
Follution Sontrol Act as amended (33 U.5.C.
1251 el seq.). Violations shall be reported to
the Federal awarding agency and the Re-
gional Office of the Environmental Frotec-
tlon Agency {EFA).

7. Byrd dnti-Lobbying Amendment (37 US.C
1352)—Contractors who apply or bid for an
award of $i00,000 or more shall file the re-
guired certification. Bach tier certifies to
the tier above that it will not and has not
used Federal appropriated {unds to pay any
persop or organization for Infiuencing or at-
tempting to influence an officer or ernployee
of any agency, a member of Congress, officer
or employee of Congress, or at employee of &

[ AT TAZHMEMNT

| .
| PaGE 291 oF .

C.
30

PALGES




pt. 220

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

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

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

PARTS 216-219 [RESERVED]

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

Bac.

220.5 Purpose,

220.1% Scope.

220,16 Policy.

220.20 Applcability.

224,26 OMB responsibilities.

790 30 Federai agency responsibilities.

220,35 Effective date of chahges.

22040 Relationship to previons issuance.

22045 Information contact.

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

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

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

§220.5 Purpose.

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

2 CFR Ch. Il {1-1-0¢ Edition)

§220.10 Scope.

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

§220.15 Policy.

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

§220.20 Applicability.

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

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

§220.25 OMB responsibilities,

OMB is responsible for:

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

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

...... Co...
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r vernments which are

foxr State, Local, and Indzan

The principles are designed to provide that

air share c¢f costs except where restricted or

es dc not attempt Lo prescribe the extent of

s, contracts, or other agresements. Howewvel,

not be accomplished through arkbitrary
itations on lndividuel cost ements by Federal agsncies. Provision for

profit or other increment above cost is outside the scope ¢f this Cox culaxr.

a
the Federal Government bea
profibited by law. The princ

cost sharing or metching on gra
sucn cost sharing or matching =

on. This Circular supersedes cost principles issued by incividual
o e} i

3. 4pplicability.

2. These principles shall bs used by &l Federal agencies In determining
the costs of work performed by non-profit crganizations under grants,
cocperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administraticn, or settlement. A1 of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which arn organirzation is not reguired to account to the Federal
Government for actuzl costs lacurred.

b, L1 2ost reimbursement subawards (subgrants, subcontracts, etc.) are
supject to those Federsl cost principles applicable teo the particular
crganization concerned. Thus, if a subaward is to a non—profit o*ganization,
this Circular shell appiy; if a subaward is to a commercial organization, the
cost principies applicable to commercial concerns shall apply: if a subawerd is
<0 & college or university, Circular A-21 shall apply; if a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87
shali apply.
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'Z: 15 noT organiced orimarily Ior mroiit; and

‘4 ases lts npet proceeds to maiLnztaln, improve, andsor exband -
sperations. For Znis purpose, the term "non-profit crganization” e2xciudes (i)
cwlieges and universitiessg; (i1} hospitals; (1ii) Ziate, local, and Federally-
rzcognized Indian tribal govern =

ments; and {(2v] fhos
-~

—
non-profit organizations which are excluded from coverage of tnas TirCular In

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those ltems that are designated as reguiring prior
approval by the Circular. Generally this permission will be in writing. Where

an item of cost reguiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

5. Exzlusion of some non-profit organizations. Some non-profit organizations,
because of thelir size and nature of operations, can be considered to be similar
to commercizl concerns Zor purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
o commercial concerns. A listing of these organizations is contained in
Attachment Other organizations may be added from Time to tfime.

6. Responsibilities. Agencies responsible for administering programs that
involve awards Zo non-profit organizations shall implement the provisions of
this Circular. Upon reguest, implementing instruction shall be furnished o
OMB. Agencies shall designate a lialson cfficial to serve as the agency
representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days

of the date of this Circular.

7. Attachments. The principles and related policy gulides are set Zorth in the
following Attachments:

ttachment A - General Principles

e

Selected Items of Cost

1

Rttachment B

Attachment C - Non-Profit Organizations Not Subject To This Circular

8. PReguests for exceptions. OMB may grant exceptlons t
this Circular when permissible under existing law. Howe
achieving maximum uniformity, exceptions will be permitt
unusual cilrcumstances.

e

e immediately.

9. ffective Date. The provisions of this Circular are ef v
S 1into new
a
a

Implementation shall be phased in by incorporating the provisi
awards made after the start of the organization's next fiscal y
existing awards, the new principles may be applied if an organiz
cognizant Federal agency agree. Earlier implementatlion, or a del

x ror
tion and the
a
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Acdvance understandings

Conditional exemptions

Elliocation of Indirect
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4. Be rsusonable Ior The perisrmances of awaurd and e arncabiise
_tereto under these pranciples

0 Conioym TO 2ny L thane
princiries or Ln the award as to

o Be consiztent wiith oolicaes and procedures that apply unifiormiy
Lo photr Iederally-financed and oiner activities of Lhe srganization.

d. Be accorded consistent Ireatment.

e, Be determinea in accordance with generzlily accepted accounting
principles GRAP)

f. Wet be included as a —ost or used fo meet 2o0st sharing or
match.ng reguirements of any other federzlly-financed program in either the
currant or a2 pricr period.

g. Be adeguately documented.

3. Reasonakble costs. A <ost is reasorable 1T, ipn 1its nature Oor amount,
it does not exceged that whichn would pe incurred by a prudent person under the
clrcumstances prevailing at the time the decision was made <o incur the costs.
The question of the reasorableness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions therect
which receive the preponderance of theilr support from awards made by Faderal
agencies In determining ths reasonableness of a gilven cost, consideration
shall be given to

a. Whether the cost is of a type generally racognized as ordinary
and necessary for the operation of the organization or the performance of the

i




SoaE L eLCeE S,

Urjustiliably _nLCY

4. Ellocable cousts.

suczn == a
with the
if it is
in like

(1) Is incurred specificaily for the awzard.

12y Benefits both the award and other work and can hbe
tiecriputed i1n reascnable proportion to the benefits received, or

(3) I= necessary to the overall operction of tThe corganizetion,
although a direct relztionship tc any parvicular cogt objective cannot be shown.
b. Any ccst ellocabie to & particular award or other cost objective
under these principles may not be snifted fo other Federsl awards to overcome
funding dsficiencies, or to avoid restrictions imposed by law or by the terms of
The award.

5. lApplicable credits.

a. The term appiicable credits refers to those receipts, cr
sduction of erxpend:tures which operate to ¢ffset or reduce expense items that
are allocable teo awzrds as direct or indirect costs. Tyvpical examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments cf overpayments or
erroneous charges. To the extent that such credits accruing or received by the
crganizeticn relate to allowable cost, they shall be credited to the Federal
Government either zs a cost reduction cor cash refund, &s appropriate.

o
}
=

some instances, the amounts received from the Federzal
Government to finance organizational activities or service operations should be
treated as applic e credits. Specifically, the concept of netting such crecit
items against related erpenditures should be applied by the organizaticn 1in
determining the rates or amcunts to be charged to Federal awards for services
endered whenever the facilities or other resources used in providing such
cgrvices heve been financed directly, in whele or in part, by Federasl funds.

c., For rules covering program income {(i.e., gross income earned
from federzlly-supported activities) see Sec. .24 of Cffice of Management anc
Budget (OMB) Circular A-110, "Uriform Administrative Reguirements for Grants and
ABgreenments with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations.”

7 RERL ”
A ] ._"" HICRCR L. P pR——

PaGE T ‘SS PAGES




T Agvanse undersrandings.

Tne apsence of

wne

Zondlrional sxempiions.

a. OMB authorizes conditlonal sxempiion Izom OMB administrative
'mﬂqlwammnts and cost principles circulars Zor certain Federal programs with
staturorlliy-authorized consclidated planning and consoiidated administrative
:‘UC;Jq, that are idencified by & Federal agency and adproved by the head of
ne Syecutive department or establiisnment. A Faderal agency shall consult with

OMB during its consideration of whether to grant such an sxemption,

b, To promote 2fficiency in State
when faderal non-sntitlement programs with common purpos@s havn spec:
statutorily-authorized consolidated piannlnc and consolidated administrative

funding and where most of the State agency's resources come from non-Faderal
sources, Federal agencies may sxempt these covered State-administered, non-
entitlement grant programs from certain OMB grants management reguirements. The
exemptions would be from all but the allocability of cests provisions of OMB
Tirculars A-87 {Attachment A, subsesction C.3), "Cost Principles for State,
Local, and Indiarn Tribal Goveramenis, ™ 2-21 ({Section C, subpart 4), "Cost
Principles for Bducational Institutions,” and A-122 (Attachment A, subsection
A.43, "Cost Principles for Non-Profit Organizations,” and from all of the
administrative reguirements provisions of OMB Circular A-110, "Uniform
Bdministrative Requirsments for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Neon-Profit Organizatzions,”™ and ths
agencies' grants management common rule.

c. When a Federal agency provides this flexibility, as a
quisite to a State's axercising this option, a State must adopt its own
en fiscal and administrative requirements for expending and accounting fo
unds, which are consistent with the provisions of OMB Circular B-87, and
‘tend such policies to all subrecipients. These fiscal and administrative
guirements must be sufficiently specific to ensure that: Ifunds are used in
mpliance with all applicable Federal statutory and regulatory provisions,
ts are reasonable and necessary for operating these programs, and funds ars
e used for general expensses required to carry out other responsibilities of
tate or its subrecipients.
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3., Direct Costs

1. Direct costs are those that can be i1dentified specifically with a
particular final cost objective, 1.e., & particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cest if any other cost incurred for the same purposs, in

ike circumstance, has been allocated to an award as an indirect cost. Costs
1dentified specifically with awards are direct cests of the awards and are to be
2ssigned directly thereto. Costs identified specifically with other final cost

3
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£, Thne cests 0f activitles pe**ﬁrmod primarily as a service to members,
cilents, cor the generel public & flof cesszry To The
grganizatlion's MisSSI0n mMust be whether or not aliowable
and be zlloczted an eguitakle Some examples of tThess
types of acitivities include:

3. Mzintenance of membership rolls, sabscriptions, pubiicaticns,
and releted functions.

. FProviding services and information To members, legisliztive or
agministrative bodies, or the public,

< Promction, lobbying, and other forms of public relations.

d. DMeetings and conferences excepi those held tc conduct the
general admiristration of the organization.

e. Meintenance, protection, and investment cof special funds not
used in operation of the cozganization.

f. DAdministration cf group benefizs on behalf of members or
clients, including life and hospital insurance, annuity or retirement plars,
financizl aid, etc.

C. Indirect Costs

1. 1Indirect costs are those theat have been incurred for common ¢r joint
objectives and cannct be readily identified with a particular final cos:
objective. Direct cost of minor amounts may e treated as indirect costs under
the conditions aescribed in subparagraph B.2. After direct costs have been
determined and assigned directly to awards or other work £s appropriate,
Lngdirect costs are those remaining to be allocated to benefiting cost
objectives. 2 cost may not be allocated to an award as an indirect cost 1f any
other cost ingurred for the same purpose, in like circumstances, hes besn
assigned to an award as a direct cost.

Z. Because of the diverse characteristics and accounting actices of
non-proflt organizations, it is not possible to specify the tvpes of cost which
mzy be classified as indirect cost in all situstions. However, 1=
¢f indirect cost for many non-profit crganizations mey include '

f
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spezoiilcally under one of the

allocations from other poolLs,
o

raporting ragulremnents Lno subr

. Eitosation of Indirect Zosts and Detarmination of Indirect Cost Rates

1. General.

a. Where 2 non-profit organization has only one major function, or
where all its major rfunciions benefit from its indirect costs to approximately
the same degree, the allocation of indirect costs and the computation of an

irect cost rate may be accomplished through simpliZled allocation proceduras,
as described 1n subparagraph 2.

0. Where an organizaticn has several major functions which benelit
from 3ts indirect costs in varying degrees, allocation of lndirect costis may
reguire the accumulation of such £0sts into separate cost groupings which then

rz allozated individually to benefiting functions by means ©of & base which best
measures the relative degree of benefit. The indirect costs allocated to zach
un

ction are then distributed to individual awards and other activities included
1 that functicn by means of an indirect cost ratels).

<. The det
functions WLll depand on
to the public, its clients,
to such activities as fundral

of what constitutes an organization's

2 in being; the types oi services it
members; and the amount of eifort it devo
ing, public information and membership acz it

d Specific methods for allocating indirect costs and computing
andirect cost rates zlong with the conditions under which each methed should be
2 e described in subparagraphs Z through 5.

. The base periecd for the allocation of indirect ccsts is the

period in which such costs are incurred and accumulated for allocation fo work

p rformed in that peried. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be so selected as to avoid
inequities in the allecation of the costs.

e

2. Zimplified allocation method.

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

10 AT'FACHMENT .....
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However, Ulgs

direct CoSts under the Zondrtions

tzl direct costs {exciuding
Sy HI r = T such &s melor subcontracts or
subgrants!, direct sslaries Lase whlich resilte Irn an
eguitanlie disiribution The LhaZl generzlly exclude
parTicipant suppGrt COsSts as b 3% of Ettachment B
d. Except where z special rate(s] 1s reguired 1n accoerdance with
supparagraph %, the indirect cost rate developed under the above principles is
applizable to all awards at the organization. If 2z speclal ratel(s] Is required,
appropriate modifications shall be made in order to develop the specizl ratels).
s. For an organization that recelives more Than $1C miilion im
Federz]l funding of direct costs in a fis al veer, a breakout of the indirsct
cost component into two broad categories, Facilities and Administration as
cfined ir subparagraph C.3, is reguired. The rate in each case shall be statsd
of the particular indirect cost category
i .e., Facilities or Administration) 1s of the distribution kese identified with

-

! I
as thne percentage which the amount
(1
that category.

. Multiple zlloucation base method

a. General. Where an organization's indirect cosis benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separste cost groupings, as described in subparagraph b. Each grouping shall
then be zllocated individually to bpenefitting functicns by means cf & base which
pest measurcss the relative benefits. The default zllocation bases by cost pool
are described in subparagraph c.

b, Identificetion of indirect costs. Ceost groupings shell be
established s as to perm;t the allocation of each grouping on the basis cf
venefits provided to the major functions. Bach grouping shall constitute s pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
tc each function. The groupings are classified within the twe broad categories:
"Facilities" and "ARdministration," as described in subparagrapn C.3. The
indirect cost pocls are defined as follows:

!1) Deprecistion and use zl>owances. The expenses under this
heading azre the portion of the costs of the organization's buildings, capital
improvemente to land and puildings, and eguipment which are computed in

™

zccordance with paragraph 11 of Attachment B ("Depreciation and use

azllowanoes™y .
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& expenses under
- neading are Tho 3 : oesn LD r &g dminiﬂtrag;on,
et LN, mE L ! rganizalion’
soant. SGCL

Las and al &
LU, L dnnygs,  farn nce
of puildings ang and
nrenzredness; pro
-1,(J|.JL..;..1,..‘_V' et = cap
faci ity planning and management; &WJ zentr ving. The op=

mainternance sxupenses category shall also incly

heneflt zosts, depreciatlion and use allowances: interest costs.

'D
[
bt
o

{4} Genexa dministration and general expenses. The expenses
under this heading are those i ve beaen incurred for the overall general
executive and administrative offices of the corganization and other expsnses 4f a
general nature which do not relate scolely to any major function of the
arganization. This category shall also lnclude its allocable share of
benefit costs, operation and mainftenance 2x¥pense, depreciation and use
allowances, and in-erest costs. Examoles of this category include central

ffices, such as the director's office, the office of finance, business
ervices, hudget and planning, perscnnel, safety and risk management, general
counsel, management information systems, and library costs.

OL

w

In developing this cost pool, spscial care should be exercised to ensure that
costs incurred for the same purpose ip like circumstances are treated

consistently as either derCt or indirect costs. For erxample, salarises oI
technical s5teff, project supplies, project publication, telephone toll charges,
computer costs, travel CuStS, and specialized services costs shall be treated es
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pooled clerical staff should normal‘y be treated as
indirect costs. Direct charging of thess costs may be appropriate where a major

project or activity explicitly requires and budgets for administrative or
cierical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

c. Allocation bases. Actual conditions shall be taken into account

in selecting the base to be used in allocating the exXpenses in each grouping to
benefitting functions. The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the peool of costs to cost

objectives in accordance with benefits derived; a traceable cause and effect
relationship: or logic and reason, where neither the cause nor the effect of the
elationship is determinable. When an allocation can be made by assignment of a
cost grouping directiy to the function benefited, the zllocation shall be made
in that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are squitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different hase would result in a
more aguitable allocation of the costs, or that a more readily available base

would not incrzase the costs charged to sponscored awards., The results of
e i - —— e
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{ty Lepres ation oI use &1 or brildings used Zor
nre Thar anc on capltel improvemants and coulpment used 1n Such
Dulldings, shell be sllozated Lo Thng Tndividuzl functions perfcrmed LT =ach
prioding on the sasls ol usaple sguare feet of space, exclucing COmMOOn &Xeas,
such as hellwaye, stalrwells, ang reSTICOMS.

(¢} Depreciatlon ©r use zillowances on kbuildings, capital
improvements and sguipment related space te€.g., individuel rooms, and
laboratories; used jeintiy by more than one function (&s dervermined py the users
of the space! shall be treated as [o-lows. The cosT of each Jeintly used unit
of space shall be allocazed to the benmefitting funcrions on the basis of:

(i} the employees and other users on & full-time
cquivalent (FTE) basis or saiaries and wages of those individual functions
penefitting from the use of Lhatl space; oI

{ii) oprganization-wide employee FTEs or salaries
and wages applicable to the penefitfipg functicns of the organizatiorn.

id] Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewzlks, and the
like, mot included in the cost of puildings, shall bhe zllocated to user

categories on & FPTE basis and distributed to major functions in proportion Lo
the salaries and wages of zll employees applicable to the functions.

{2} Interest. Interest cosits shall be allccated in the same
marmer as the depreciation or use allowances on the buildings, equipment and
capital equipments to which the interest relates.

{3} Operation and maintenance eXpenses. Cperation and
mazintenance expensss shzll be aillocated in the same manner as the depreciation

and use allowancecs.

{4) Ceneral administration and general enperses. Genera.
adripistration and general expenses shall ke allocated Lo penefitting functions
rased on modified total direct cests {MTDCi, as described in subparagraph D.2.I.
The expenses included in this category could be grouped first according to major
furictions of the organizatieon to which they render services or provide beneiits
The aggrecate expenses of each group shall then be allocated o bepnefitting
functions based on MTDC.

d. Order of distribution.

{1} Incdirect cost cate ies consisting of depveﬁ1d~won qnd

use sliowences, -nterest, operation and ma lntenan:e, and general admi { f
13
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devermined tc

N cost rate or rates o
SpeTidl . qu i in accordance with raph D.Z,
the separate groupings of indirsct costs allocated to zach tion shall
De aggregeated and treated as a common pool for that function. The Costs 1n tna
common pool shall then be distributed to individual awards included in that
function oy use of a singie indirect cost rate
f. Distribution basis. Indir distributed to

applicable sponsored awards and other bene within eazh major
function on the basis of MTDC. MTDC consists of all salaries and wages, ifrings
matsrials and supplies, ssrvices, travel, and subgrants and

cts ap to the first 325,000 of each subgrant or subcontract (regardless
od covered by the subgrant o1 subcontiract). Eguipment, capivtel

5 harges for patient care, rental costs and the portion in excess

1 be excluded from MTDC. Participant support zosts shall
xcivded from MTDC. Other items may only be excluded when ihe
~ognizant agency determines that an exclusion is necessary Lo aveld
us ineguity in the distribution of Indirect costs.

c
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g. Individual Rate Components. An indirect co
determined for each separate indirect cost pool developed. The rate in sach
case shall be stated as the psrcentage which the amount of the particular
indirect cost pool is of the distribution base identified with that pool. Eschk
indirect cost rate negotiatlon or determination agreement shall include
development of the rate for =zach indirect cost pool as well as the overall
indirect cest rate. The indirect cost pools shall ze classified within two
hroad catesgories: "Facilities" and "Rdministration, " as described in
subparagraph C.3.

=

Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: (1) General

administration and general expenses, (ii) fundraising, and (iii) other diresct
functions {including projects performed under Federal awards). Joint costs,

such as depreciation, rental costs, operation and maintenance of facilities,
telephone expensss, and the like are prorated individually as direct costs to

Lel

each category and to each award or other activity using a base most appropriste
to the particular cost being prorated.

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

i

y e
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5 instances, a £ingle indirect
TUsSt Yate or for gach mejcr funciion of
rhe organi 1T would not Teke Lnto account
Thosze fe affect The indirect costs

applicaple to & pa - this purpose, & pEriicular
segrnent ol work may under a 5#ngle awarc oI 1t may consist ol
work undsr & group ¢ in & common environment. These factors
may incluade the phys e work, the level of administrative
support required, the na e e facilities or other rescurces employed, tThe
scieptific disciplines or technicel skills invelved, the crganizetional
arrangements used, or any combination therect. When a partfcular segment of

'h

work ie performed in an environment which appears to generate a significantly
different level of indirect costs, provisions should be made for a sepzrate
indirect cost pocl applicable to such work. The separate lndirect cost pool
should be developed during the course of the regular allocation process, and the
separaTe indirect cost rate resulzing therefrom should be used, provided 1t ie
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphe 2, 3, and 4, and {ii; the volume of work to
which the rate would apply is materlal.

E. Negotiation and hpproval of Indirect Cost Rates

ol

1. Defiritions. Acs used in This section, the following terzms have the

meanings set
forth below:

izant agency means the Federal agency responsilble Zor
ving indirect cost rates for @ non-profiv organization on

agencies.

L. Fredetermined rate means an indirect cest rate, applicable 1o a
specified current or future period, usuelly the organization's fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. &
predetermined rate is not subiect to adjustment

c rate which has the same
predetprmined rate, except that the difference bhetween the
the actual costs of the period covered Dy the rate is
adjustment ta the rate computation of a subsequent period.

irect cost
T

rate means an indirect cost rate applicable to & sp
is based on the actrual costs cf the period. A final

15 ATTACHMENT D .......
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Z. Megotiatlon and approval of rates.

a. Unless different arrangements are agreed o by the agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency is assigned

cognizance for a particular nen-profit organization, *“he assignment will not be
changed unless there 1s a major long-term shift in the dellar velume of the

rederal awards to the organization. A1l concerned Federal agencises shail be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it wlll be accepted by all Faderal agencies. When a
Federal agency has reason to believe that special operating factors affecting
its awards necessitate sSpecial indirect cest rates in acco*‘danca with
subparagraph 0.5, it will, prior to the time the rates are negotiated, notify
the cognizant agency.

b, A non-profit organization which has not previcusly established
an indirect coust rate with a Federal agency shall submit 1ts initial indirect

he organization is advised that an award will

cost proposal lmmediately after t
be made and, in no event, later than three months after the eifective date o
the award.

anizations that have previously established indire ost
raves must submi indirect cost proposal to the cognizant agency within

e
six months after ¢

d. B predetermined rete may be negotiated for use on awards where
there is reasonable assurance, bassad on past experience and reliable projection
oI the organization's costs, that the rate is not likely to exceed a rate basszd
on the organization's actual costs.

e. Fized rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall not be negotiatad if (1)
all or a substantial portion of the organization's awards are expected to expir
neiore the carry-forward adjustment can be made; (il) the mix of Federal and
non-Federal work at the organization is too erratic to permit an equitable
carry-forward adjustment; or [iil) the organization's operations fluctuate
significantly from vear to year.

f. Provisional and final rates shall be negotiated where neither
predecermined nor fized rates are appropriate.
.o o e,
16 ATTACHMENT . Y. ..
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Compensation
Tontingency provi
Defense and prosecut.
and patent infringement
Deprenlation and use &l lowances
Jonation

Employee morale, health, and welfare cosus

criminal oand oivil wroczedings, olalms,

'
Entertainment costs
Equipment and other capital sypendi-ures

Firies and penalz

Fund raising and investment mana
25
=

s
[l
4]

Gains and
Goods or
Hous:ing . a
Idie fact
Insurance
Tnterast
Labor relations costs
Lobbying

Losses on other 3
Maintenance and r
Materials and sup
Meetings and confe
Memberships, Subs
Orgenizaction costs

Page charges in professional journals
Participant support costs

Patent Costs

Plant and homsland s=2curity costs
Pre-agreement CoSts

Professional services cosis
Publication and printing Costs
Rearrangement and alteration costs
Reconversion costs

Recruiting costs

Relocation costs

Rental costs of buildings and =s=guipmen
Royalties and other costs for use of patents and copyr.ghts
Selling and marketin
Specialized service facili
Taxes

Termination costs applicable to sponsored agrasments

8}
=

Sontraliis

1 e —
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a. Tne and

T LIDU L e

term public relations Includes community reletions and means those

dedizated to makr+a:n1no the image of the non-prollit organizatlon oo

or promcting understanding and favorable relations with the

public at laxrge or any segment of the public

<. The coniy sllowaple advertlsing costs arse those which zre solely for

{1} The recruizment of perscnnel regulred for zhne perfovmance by the
non-proiit organization of obligations arising under a Tederzl award (32e zlsc
At-achment B, paragraph 41, Recruiting costs, end paragraph 42, Relocation
TOSTS)

2t The procurement of goods and services for the performance of 2

{3} The disposal of scrap or sUrplus materials acguired in the
performance 2f z Fedearal award except when non-profit organizations ars
reimbursed Ior disposal costs at a predetermined amount; or

{4} Other specific purposas necessary Lo mest the regulroments of

d. The only allowable public relations costs are:

{1} Costs specificelly reguired by the Federal award;

(2) Costs of communicating with the public and press pertairing o
specific activities or accomplishments which resul:f from periormance ci Federal
awards (these costs are considered nezcessary as part of the ocutreach effort for
the Federal award); or

{3} Costs of conducting generzl liaison with news nedia and
government public elat ons officers, to the 2r¥tent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,

financial matters, etc.
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Ly g rooms, hospitality suitzs, and othier
specizl facilities used Ln conjunctlon with shows and other specizl events; and

) Szlaries and wages cf employees engaged in 58TTing up and
displaving #xnibits, making demonstraZions, and providing briefings;

27 Cos-e of promotionzl items and memorabilia, lnciucding models,
gifts, and souven.rs

(4) Costs of advertising and public relations designed sclely to
promote The non-preilt organization.

2. Advisory Councils

Costs incurred by advisory councils or committees are allowable as & direct cost
where authorized by the Federal awarding agency or &s an indirect cest where
gllocable to Federal awards.

2. BRicohclic beverages. Costs of alcoholic beverages are pnallowable,

4.  budit costs and related services

a The costs of audits required by performed in accordance with, the
Single Budit Act, as implemented by cular B-133, "audits of States, Local
Governments, and Non-Profit Organizations” are allowable. klso see 31 USC
7505(b) and section 230 {(“Audit Costs”) of Circular B-133.

5. Other aucit costs are allowaple if included in an indirect cost rate
proposal, or if specifically approved by the awarding agency &s a direct cost to
an award

gr ed-upon procedures en
—132 under section 2

ed in 2-133, section 230

ments to monitor subreciplents who
re zllowable, subject to the

=M

5,
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allowablea

- Tosts of bonding reguired by the non-profit organizat
general conduct of 193 operations are allowable tTo the 2xtent tha
i3 .n acoordance with sound business practice and the rates and premiums are
reasanaile under the circumstances
v Commuriication costs. Costs incurred for telsphone services, lozal zard long
distance telephone calls, telegrams, postage, messenger, =leclronic Or computsr
transmittal services and the like are allowable.

g Compensation for personal services.

a. Definition. Compensation for personal services lncludes all
compensation paid currently or accrued by the organization for services of
emploveas rendered during the period of the award {except as otherwlse provided
in subparagraph h). Tt includes, but is not limited to, salaries, wages,
director's and executive commitiee member's fees, incentive awards, fringe

benefits, pension plan costs, allowances for off-site pay, incentive Dpay,

location allowances, hardship pay, and cost of Iiving differentials.

n. Alinwability. Except as otherwise specifically provided in <this
varagraph, the coasts of such compensation are allowable to the extent that

{1y Total compensation to individual emplcyses iIs reasonable for the
services rendered and conforms to the established policy of the ocrganization
consistently applied to both Federal and non-Federal activities; and

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

c. Reasonahleness.

{1} When the organization is preadominantly engaged in activities
other than those sponsored by the Federal Governmenti, compensation for employvees
on federally-sponsored work will be considered reasonahble to the extent that it
is consistent with that paid for similar work in the organization's other
activities, '

{2} When the organization 15 predominantly engaged in federally-
sponsored activities and in cases whe “he kind of @Hmlcyaes required for the
Federal activities are not found ir _He organization's other activities,

, 22 =
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The antusl

excess of

! Any change ik O

& substantlel ilncreese ip the C =3 i pe t , part
when 1T was concurrent with an increase in the ratic of Federal awards Lo cther
zctivities of Che organization or any change in the treatment of allowapility of
specific types of compensation due to changes in Federal policy

e. Unalleowable costs C which are unallowable under other paragraphs
of this Attachment shall not be elliowable under this paragraph solely on the
basis Lhat they constitute personal compensation.

f Overtime, extra-pay shift, and multi-shift premiums. Premiums for
vertime, eXxtra-pay shifts, and multi i fT work are allowablz only with the
pricr approvael of the awarding agency e

9]

(1% When necessary to cope with emergencies, such as those resulting
cidents, natural disasters, breakdowns ol eduipment, or pccasional
rationazl bottlenecks of & sporadiz nature.

(g%}

When employees are performing indirect functions, such &s

administration, maintenance, or acoounting.

jad

\

{31 In the performance cf tests, laboratory pr
similar operations which are continuous in nature and can
errupted or otherwise completed.

Ly

(£} When lower overall cost to the Federal Government will result.
g. Fringe bepnefits.

"ringe benefits in the form of regular compensation peid to
periods of authorized absences from the job, such &2 vacation
, military leave, and the like, are zilowable, provided such

d by all organization activities in propertieon tc the relative
amount of time or effort

(27 Fringe benefits in the form of employer contributions or
expenses for socisal security, employee lnsurance, workmen's compensation
irisurance, pension plan costs {see subparagraph h), and the like, are allowable,
orovidsed such benefits are granted in accordance with established written
osrganization policies. Such benefits whether treated as indirect costs ©or &s
direct costs, shall be distributed tc particular awards and other activitles in

2 ATTACHMENT Do |
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Drems s wousd

Howaver

{b; Where an organization fellows a consistient
expensing actual payments to, or on bzhalf of, employees or f{ormar emplo
unemp loyment compensation or workers' compensation, such payments =
-n the year of payment with the pricr approval of the awarding avency, provided
tney are allocated to all activitlies of tne organization.

(4} Costs of insurance on the lives of trustees, officers, or zther
emplovees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additicnal compensation. The costs of such
insurance when the organization is named as beneflciary are unallowable

h. Organization-furnished automobiles. That porticon of The cost
organization~furnished automobiles that relates to perscnal use by emplo
Ly kel

{incliuding transportation to and from work) is unallowable as fringe benefit o
indirect costs regardless of whether the cost is repor:ed as taxable income o

LR
the amployees. These costs are zllowable as direct costs to sponsorsd award
when necessary for the performance of the sponsored award and approvad by
awarding agencies

L. Pension plan costs.

{1y Tosts of the organization's pension plan which are incuxrred In

accordancs with the established policies of the organization are allowable,
providaed:

{a} Such policies meet the test of reasonablenssas;
(b) The methods of cost allocation are not discriminatory;

{(c) The cost assigned to each Iiscal year is determined 1
accordance with generally accepted accounting principles (GAAP), as pres
in Bccounting Principles Bcard Opinion Neo. 8 issued by the American Inst
Certified Public Accountants; and

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

(2} Pension plan termination insurance premiuvms paid pursuant to the

Employee Retirement Income Security Act {(ERISA) of 1974 (Pub. L. 83-406) are
2llowable. Late payment charges on such premiums are unallowable.

ho
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Ceverance pay, &1i5
Ny

& pevinent in adfition Lo reguiir s kS wag
whose employment iz peing terminstec. Zost I se
Yo The extent tThnat in =zach case, T 18 reguired Dy
ta; law,
'Ly employer—employee agreement,
{c] established pclicy that constituies, in effect, an impiied
agresment on the organization's parl, or
{d} circumstances of *he particular empioyment

{Z] Costs of severance payments are divided inte LWO categiries ac

folilows:
(a} Actual normal turnover severance payments shail be
z2located to gll ectivities; or, where the o:ganization provides % :

for normel severances, such method will be acceptable if the charg nt
operations is reasonable in iight of paymenis actually made for normzl
Severances over a representative past period, and if amocunts charged are

alloceted to all activities of the organization.

() Abnormal or mass severance pay i5 of such a conjectural
that measurement of costs by means of an accrual will not achieve eguitly
rties. Thus, accruals for this purpose azre not allowable. However, the
rIument recognizes its obligation to participaete, to the extent of
share, in any specific payment. Thus, allowability will be considerec
se-pby-case basis in the event or occurrence.

U"H

{c} Costs incurred in certalin severance payv packages (commonly
known as "a golden parachute" payment) which are in an amount in excess of the
normzl severance pay paid by the c¢rganization to an employee upon termination of
employment and are paid to the empleyee contingent upon a change in managenent
contrcl cver, cor ownership of, the organizatlion's assets are unallowable,

(d) Severance payments to foreign nationals employed by the
o:ganization outside the United States, to tThe extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
are unallowable, unless they are necessary for the performance of Federal
programs end approved by awarding agencies.

le) Severance payments to foreign nationzls emploved by the
cutside the United States due to the terminatiorn of the Ioreign
result of the closing of, or curtailment of activities by, the
in that country, are unaliowable, unless they are necessary for the
performance of Federel programs and approved ky awarding agencies.
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"pressionals cpd nonpro
wWwhose compensation in part, directly to awards. o
add.tion, rn order to support the allocation of indirect costs, such repor:is
mus: also he maintained for other enplovess whose work involves two or more
funciiors oy activitias 1f & distribution of their compensation beitweasn sush
=3 15 neaded in the determination of the organization's

musT he maintained

Iuncoions oy actlivit

indirect cost ratels) {e.g., an employee endgaged parfi-fime in indirect cost
activities and part-time in a direct function). Repoerts maintained by non-
profl rganizations to satlisfy these reguirements must meet the following
sta ndard°

fa} The reports must reflect an after-the-fact determination
of the actual activity of zach employee Budget estimates (1.2., 2s3timates
determined before the services are performed) do not qualify as suppor:z for
charges t©o awards

{b} Each report muast account for the total activi
emplovees are compensated and which i1s required in fulfillment of t
obligations to the organization.
(c} The repeoris must be signed by the individual emploves, or
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
rapresents a reasonable estimate of the actual work performed by the employe
during the periods covered by the reports.

[

{d) The reports must be prepared at least monthly and musz
ceincide with cone or more pay perlods.

(3} Charges for the salaries and wages of nonprofessional emplovess
in addition to the supporting documentation described in subparagraphs {1} and
{2y, must also be supported by records indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulazions
implementing the Fair Labor Standards Bct (FLSA} {29 CFR Part $16). For this
puirpese, the term "nonprofessicnal employee"™ shall have the same meaning as
"nonexaempt employee,” under FLSA.

{4} Salaries and wages of employees used in meeting cost sharing or
matching reguirements on awards must be supported in the same manner as i
and wages claimed for reimbursement from awarding agencies,

=

a Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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C0L Defense and progsecution of criminel and C.@.dni, appesls
NT LelenT LLIringement.
z. Definitiong
(1) COnvicrion, &s used nereinm, means & judgment or a conviction of
5 criminzl offense by any court of competent jurisdiction, wWheiner entered upon
as a verdict or & ples, inciuding & convic n due o 3 plez of nolo contendere

‘Zy Zosts include, but are not limited to, administr and
slerinal expenses; the cost of legal services, whether performed Dy In-house cr
private counseW‘ and the coste of the services of acceountants, consultants, or
others retained by the organizsticn 1o assist it; costs of empiovees, cofficers

frex

and trustees, and any similar costs incurred befcere, during, and a
commencemsnt of & judicial or administrative proceeding that bears
velationsnip to the proceedings.

{Z) Fraud, as used herein, means {i) acts of fraud corruption cor
atTempts to defraud the Federal Govermment or To corrupt sts adents, (1i] acts
that constitute a cause for debarment or suspension {es specified in agency
regulations), and [(ili) acts wnich vicliate the False Claims Act, Z1 U.5.C.,
sections 372%-3721, or the Znti~Kickpack Act, 41 U.S.C., szctions 51 and 54

t&y Penalty does nof inglude restitution, reimbUrSement, o

(%) Proceeding includes an investigatlon.

b. {1} Except as otherwise described herein, costs incurred iu
connection with any criminal, civil or adminisirestive proceeding (including
filing of a fzlse certificetion) commenced by the Federzl Government, or a
State, locel cor foreign government, zre not allowable if the proceeding: (i)
relates to & violation of, or failure to compily with, a Federal, 5tate, local or
fores gn statute or regulaticn by the organization (including ite agents and

oy

e
and (2) results in any ci the following dispositions:
{2y In a criminal proceeding, a conviction.

by In & civil or administrative proceseding 'nvo;v'no an
raud or similar misconduct, z determination oi crganlizaticnel

L}

ellegation of
iabiil

In the case of any civil or administrative proceeding, the
ary penalty.

ecision by an eppropriaste Federal cfficizl to
on, to rescind or veoid an award, c©r to terminate




[ox s

csts incurred by the organization in connection with such

ing involves tre same al eged
by 1 be unailguwuabie IT any ona oi

d zpositions shown in sudparsgraph o.o0l).

boaragraph b 18 commenced by the

t oY Compromise uant 1o oan

nd the Federal nmant, than “he
r adings that are

allowable under subparagraph b may be aliowed to the

wvrovided In such agreement.

deral Government and Ls T
tered into by the

d. If a proceeding referred to in subparagraph b is commenced by a States,
cal or foreign government, the authorized Federal official may allow the costs
currad py the organization for such proceedings, 1f such authsorized official
“armines that -he costs were incurred as a result of (1} a specific term or
ndition of a federally-sponsored award, or (2] speciiic written dirsction of

authorized 0fficial of the sponsoring agency.

=, Costs incurred in connection with proceedings described in

supparagraph b, but which are not made unallowable by that subparagraph, may be

al

(s

5o

o

de

lowed by the Federa]l Government, but only to the extent that:

1} The costs are reasonable in relation to the aczivities reguired

[gA

deszl with the proceeding and the underlying cause ol action;
{2y Payment of the zosts incurzed, as allowable and allocable coste,
not prohibited by any other provision{s) of the sponsored award;

The opsts are not ctherwise recovered from the Federal
vernment or a third party, either directly as a result of the procesding or

herw.se; ang,

{4) The percentage of costs allowed does not exceed the percentage
termined by an authorized Federal official to be appropriate, considering the

complexity of the litigation, generally accepted principles governing the award

r
4

ks
e

cfr )0 00

o
h

lagal fees in civil actions involving the United States as a party, and such
nher factors as may be approprigte. Such percentage shall not exceed 80
rcent. Howewver, if an agreement reached under subparagraph c has expliicitly

nsidered this 80 percent limitation and permitted a higher percentage, then
e

£311 amount of costs resulting from that agreement shall be allowable.

f. Costs incurred by the organization in connection with the defense of
ts brought by its employess or ex-employzes under section Z of the Major
aud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary
make such employee whole, where the organization was found liable or setiled

(&1

are unallowable.

cQ

g. Costs of legal, acccunting, and consultant services, and related
sts, incurred in connection with defense against Federal Goverpnment ¢laims or
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&. Compensetion for the use of buildings, othe
eguipment on hand may be made through use allowance
except as provided in Attachment B, peragraph £,
methods may not be used in connection with a sing
buildings, office eguipmeni, computer equipment,

® }—'(l‘

b. The computation cf use allowances or depreciation shall be ba
acquigition cost of the assets invelved. The acguisition ceost of an as
doneted tc the non-profit corganizetion by & third party shall be its =
vz ue at the time of the domation.

. The computation of use allowances or depreciaticn will exclude:
{1} The cost of land;
(2) Any

donated by the Federa
vested or where it pr

ion of the cost of buildings and eguipment borne by or
overnment irrespective of where title was originally
ntly resides; and

i)

(D (Drf

or
1
es

{3) Eny portion of the cost of buildings and eguipment contributed
by ¢r for the non-profit organizetion in satisfaction of a statutory maiching
rzquirement,

d. Where depreciation method is followed, the period of useful service
iuseful 1ife) established in ezch czse for usable capital assets must take into
consideration such factors as tvpe of constructicn, nature of the eguipment
Lsed, technologicel developments in the particujar program area, and the renewsl
and replacement policies followed for the individusl items or classes of assets
invelved. The method of deprecilation used to assign the cost of an asset (or
group of assets) to accounting periods shail reflect the pattern of consumption
cf the asset during its useful life.

in the absence of clear evidence indicating that the expected consumption of the
L=

asset will be sigmificantly greater or lesser in the early portions cof its
useful life than in the later portions, the sireight-line method shall be
presumed te be the appropriate method.

Depreciation methods once used shzall not be changed unless approved in advance
by the cognizant Federzl agency. When the depreciatiorn method 15 introduced for

29




; suriding
T and depreci

f. When <he depreci i th -5 used for a Darticular class of asseis,
noo debrecilation may be a assets that, under subparagraph 4,
win.d ne wviewed as fully a2var, 2 reasonable use allowance may
ne negotiated for such a after taking into consideration the
amsunt of dapreciation p to the Federal Government, the
ast:mated csefyl life re negotiation, the effect of any
increased maintenance ¢h sfficiency due to age, and any other
factaors pertinent ©o he asset for the purpose contemplated.

g. Where <he use ai.owance method 1s followed, the use allowance for
buildings and improvement !including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not axceeding
twe percent of acquisition cost.
111 be computed at an annual rate not exceeding
visition cost. When the use allowance method is

ilding must be treafted as a single asset; tha
mbing system, heating and air conditioning,
from the building's shell.

The use allowance for aguipment w
s1x and two-thirds perce o acqg
used for buildings, t ire bu
buiiding’s components L
etc.) cannot pe ssgregate

The two percent limitation, however, need not be applied to squipment which 1s

meraly attached or fastened o the building but not permanently fixed *o it and
which is usad as furnishings or deccorations or for specialized purpeses (e.

dentist chairs and dental trszatment units, counters, laboratory benches bol
to the floor, dishwashers, modular furniture, carpeting, etc.). 3Such eguipmen
will be considered as not being permanently fixed to the building :f it can be
removed without the need for costly or extensive alterations or repairs to the
building or the equipment. Eguipment that meets these criteria will be subject

to the 6 2/3 percent eguipnent use aklowance limitation.

1 1Q

o

Q.

Fr

h. Charges for use allowances or depreciation must be supported by
guate property records and physical inventoriss must be taken at least once
rv two y=ars [a statistical sampling basis 1s acceptable) to ensure that
2ts exist and are usable and needed. When the depreciation method is
f lowed, adequate depreciation records indicating the amount of depreciation
tazken each period must also be maintained.

12. Donations and contributions.

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

b. Donated services recelved:

—~
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{a) The zggregate ve.ue cf the services 1ls meter:ial;

‘DI The services are
costs incurred by thé non-pro
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(2} The direct cost activity is not pursued primarcly

penefit of the Federal Government.

In those instances where there is no basis for determining the

{Z)
fzir mariket value of The services rendered, the recipient and the cognizant
agency shzlil negotiate an appropriate zllocaticn of indirect cost to the
services.

| Wnere donated services directly benefit a project supported by
indirect costs allocated to the services will be considered as a
otzl costs of the project. Such indirect costs may be reimbursed
rd or used to meet cost sharing or matching reguirements.

part of the
unde> the awa

(5) The value of the donated services may be used “o mest CoSt
sharing or matching regquirements under conditions described in Sec.  .Z3 of
Ciroular R-110. Where donated services are treated as indirect costs, Indirect
cost rates will separate the value of the donations so that reimbursement will
nct be made.

. Dopated goocs cr space.
(1) Donated goods; 1.e., expendable personal property/supplies, and

donsted use of space may be furnished to a non-profit crganization. The vzlue o
the goods and space is not reimbursable either as a direct or indirect cost.

£

(2% The value of the denations may be used to meet cost sharing or
métohing share reguirements under the conditions described in Circular A-110.
Wnere donatiors are treated as indirect costs, indirect cost rates will separate
the vaiue of the domations so that reimbursement will not be made.

12, Employee morzle, health, and weliare costs.
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1. caquipment and other capiltal expenditures.

., For purposes of this subparagraph, the following definitions apply:

{17 "Capital Expenditurss” means expenditures Zor the acguisition
cost of capital assets {eguipment, ouildings, ‘and) or expenditures to make
Lmprovemaents To capltal assets that materially anreas their value or useiuvl
life Aoguisition cost means the cost 2 the asset including the cost to put it
it place. Bequisition cost for sguioment, for example, means the net invoice
price of the equipment, including <the cost of any modifications, attachments,
accesscries, or auxiliary apparatus necessary to make it usable for the purpose
for whish 1t is acquired. ancillary charges, such as taxes, duty, protective irn
transit irnsurance, freight, and instalilation may be inciuded in, or excliuded
from the acquisition cost in accordance with tThe non-proiit organization's
regular accounting practices

{Z) "EBEquipment” means aun article of nonexpendable, tangible psrsonsl
property having a useful life of more Than one year and an acgulsition <ost
which egquals or sxceeds the lesser o5f the capitalization level established oy
the non-profic organization for fimancial statement purposes, or 355000,

(3) "special purpose equipment” means equipment which is used only
for research, medical, scientific, or other technical activitiess., Examplaes oI
special purpose eguipment include microscopes, x-ray machines, surgical

instruments, and specirometers.

{d) "Gensral purpose equipment” means eguipment, which is neo
limited to research, medical, scientific or other technical activities nxamples
include office equipment and furnishings, modular offices, tTeslephone networks,
information technology equipment and systems, air conditioning eguipment,

reproduction and printing equipment, and motor vehicles.
b.

capital sxpenditures:

The following rules of allowability shall apply to eguipment and othe

.
I

it b3 e e
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&7 Wner approved as e Clryest charge plrsuant to paragraph 13 b i1%,
ar 2 above, gap; z1 expendi-ures wi_l be zharged Lu the period in wrich
the expenditure _s incurred, ©r as otherwise determined approprilate by and
necotniated winh the awa;ding agency.

{51 Dauipment and other capital expenditures are tnalliowable zs
indirect coste. Howsver, see Attachment B, paragraph il1., Depr eciation and use
allowance, fTor rules om the allowabrlity of use aliowances or depreciation on
puildings, caplitsal improvemsnts, and eguipment. Also, see Lrrachment E,
caragraph 4%., Rental costs of buildings and egul ipmaent, for rules on the
aliowability of rental costs for land, buildings, and eguipment.

!

{6 The unamortized porticn of any eguipment written off as = result
of & chauge ir capitalization levels may be recovered Dy continuing to claim the

therwose zllowable use allowances or depreciation on the sgulpment, ©or by
amo:t;z;ng the amount to be written off over a period of years megotiated with
the cognizant agency.

l6. Fi and pena;tl 5. Costs of firnes and penalties resuiting from

v*u7ation of, or failure of the organization to comply with Federal, State, and
local laws and regul ficns are unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

U]

tn

17. Fund raising and investment management Cost
a. Costs of vrganized fund reiszing, including financied campaigns,
andowment drives, sclicitation of gifrs and bequests, and similar eypenSQS

incurred sclely to raise capital or obtain CO?IIAbLt ons are unallowabl

L. <ousts of investment counsel and staff and similar expenses incurred
solely te ennance income from investments are unallowable.

c. Fund reising and investment activities shall be gllocated an
appropriate share of indirect cosis under the conditions described i
subparagraph B.3 of Attachment 2.

18. Geins and icsses on depreclable assets.

a. i1] Gains and losses on salie, retirement, or otner disposition of
depreciakie property shall be included in the vear in which they occur as
credits or charges to cost groupingis) in which the depreciation applicakle o
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PAGE 25, OF 2.5 PAGES




‘Dl The property 1s given in zxchange ac o
proce of ¢ similar item and the gain or 1o8s 1s take
0

determining the depraciati

i=) B loss resuizs §

25 otnerwise provided in Attachm

LTISUYANTS,

id} Compensation for the use of the proparty was provided
“hraough use allowances in lieu of depreciation in accordance with paragraph 2.

Gains and losses arising from mass or extracrdinary salies,

}
retirements, or other dispositions shall be considerad on a case-by-casz basis.

exchange of

L. Gains or losses of any nature arising Irom ¢ r
1 be excluded in

he
property other than the property covered in subparagraph a sha
computing award costs.

19. Goods or services for personal use. Costs of goods or ssrvices for
erscnal use of the organization's employses ar nallowakble regardiess of
hether the cost is reported as taxzable income to the employezs.

t W
bl
S th

{

ng {e.g., depraciation, mainteznance, utilities,
furnishings, rent, ousing allowances and personzl living expensss for/so?
~“he organization’'s o re unnallowable as fringe benefit or indirect costs
regardless of wnet] ¢ is reported as taxable income to the employe=s.
These costs are allowaple as direct cosis to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencies.

a, Costs of h
fa)

N

b. The term "officers” incliudes current and past officers and employees.

21, Idle facilities and idle capacity.

2. 2s used in this section the following terms have the meanings set f[orth
below:

{1} "Facilities" means land and buildings or any porticon thereof,
equipment individually or collectively, or any other tangible capital asset,

=R

wherever located, and whethar owned or leassd by the non-profit organization.
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4 of idle faciiities or idle capacity' means custs such e
maintenance, Tepsir, housing, rent, and other related cOsSts, €.Q., insurance,
intarest, property Texes and depreclation or use zllowances

. The costs of idle facilities eare unallowable exzept o the eXxtent that:

{1 They are necessary =0 meer fiuctusiions Ln woerklioad; or

g ganization,
rmination, Or other causes which could not have been reasonably foreseen.

der the exception stated in this subparagraph, costs of idle fTacilitlies a
owable for & reasonable period ¢f time, ordiparily not to exceed one year
ending on the initiative taker tc use, lease, or dispose of such faciiiti

&y =
12y mlthough not necessary o meet fluctuationg in workleoad, they
were necessary when acquired and are now idle because of ﬂnang S in program
eor

g
I

uirements, efforts Lo achieve more economical operations,

1

fl'(__*m‘
C

3

ilowa
depen

c. The costs of idle capacity are normal costs of doing business and are =&
or in the ncrmal fluctuations of uwggge or indirect cost rates from pericd to
od. Such costs are allowable, provided that the capacity 1sg reasonably
icipated to be necessary or was originally reasonable and iz not subject to
uction or elimination by use on other Federal awards, subletting, renting, or
sale, in accorcdance with sound business, economic, or securifty practices.
Widespread 1dle capacity throughout an entire -dClllty or among a group of
assets nhaving substantially the same function mey be considered idle fac:iiities.

22, Insurance and indemnification.

&. Insurance includes insurance which the crganization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintzins in connection with the generzl
conduct cof its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees {see subparagraphs 8.9 and 85.1(Z)).

{1) Costs of ipsurance reguired or approved, and maintained,
pursieant tce the award are zllowable.

s of other znsurance maintained by the organizztion in
connection with the general conduct of its operations are ailowable subject to
ations:

i Types and extent of coverage shall be in accordance with

&
sound business practice and the rates and premiums shall be rezsonable under the
circumstances.

35
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{2 Zests of insurances on the ilves of trustees, , or
othey emplovess nolding positions of similar responsibilitles are allowable only
to the extent that the insurance :epresents additional compensation ses
>ubp ragraph 8.gi4 The cost of such insurancs when the organization 1=

{{) Insurance agail efiects. Costs of insurance wit
respect to any ¢osts incurred to correct defects in the organization's materials

-
5
nr worrmanship are unallowabie.
{g) Medical 2iability (malpractice! insurance. Medical
Tiapbility insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs involve human subjects or training

schnigques. Medical liability insurance costs shall
projests based

of participants in research
be treated as a direct cost and shall be assigned to individual
on the manner in which the insurer allocates the risk Zo the population coverad
ry the insurance.

vered by permissible

{3) Actual losses which could have been co
elf-insurance program) sr2

insurance (through tne purchase of insurance or a se
unallowable unless expressly provided for in the award, except:

fa)} Costs incurred because o‘ losses not covered under nominal
deductibie insurance coverage provided in keeping with sound business pracuice
zare allowable
{b) Minor losses not cowvared by insurance, such as spoilage,
preakage, and disappearance of supplies, which occur in the ordinary course of
operations, are allowable.
t. Indemnification includes securing the organization against liabilities

to third persons and any other loss or damage, not compensated by insurance or
otherwisa. The Federal Government is obligated to indemnify the organization
only to the extent expressly provided in the award,

nterest.

[
W
b

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

September 28, 1985 to acquire or rzplace capital assets (including

i
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purpose anc justif

(b B statement as 10 why current facilitles zre not acequate

| b statement of planned future use of the Ffacility

[
o+
T
m
H

{d} R description o inancing agreemeznt to be arrangsad

[

or the facility
ie} B summary of the building contract with estimated cost
information and statement of source and use of funds

{f) & schedule cf planned occupancy dates

or facilities costing over $500,000, the non-profit

a , Prior to the acquisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. _ .30
through .27 of Circuiar Z-110, which shows that z financed purchase or capitel
lease is less costly to the organization than other leasing zlternatives, on a
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipated interest rates and should be no higher than the faar
market rate aveilable to the non-profit crganization from an unrelated ("arm's
length™) third-party. The lezse/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
zlternatives over the period zhe asset is expected to be used by the non-profit
srganization. The cost comparisoms associated with purchasing the facility shall
include the estimsted purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lg payments, any estimated bargain purchase option, operating
and taxes not Included in the capita:l leasing

e

{ F
ocrgarization prep

a
-

.
rrangement, leses
pe:;od defined above. Projected ope?a*inc lease costs sna;l be based on the
anticipated cost of ?Las-“q comparable facilities at felr market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected ma*ntenance costs and zllowable property taxes to be
orue by the non-profit organization directly or as part of the lease

DJ

o

arrangement .
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4 ImwesTment
cending pavment
sowakie inZersst

.C2 are net re

(%) Reimbursements zre limited Lo the teast tostly alternative pesed
a7 the toTal oost analysis raguired under subparegraph (b, For axample, 17 arn
operating sease i1s determined to be less costly tnan purchasing “hrough dabt
financing, then reimbursement is limited ©o thz amount determined 1f lesasing Had
hear usad. Tn all cases where a lease/purchase analyais is periormed, Federal
reimblursament shall be based upon the least expensive alternative

condlTlong:

Fa
9, 19385, is not allowable.

{5y Interest attributable to fully depreciazed asseis i

(cy For debt arrangements over $1 million, unless the non-
it organization makes an initilal eguity contributlon to the asset purchase
f ercent or more, non-profit organizations shall rzduce claims for interest
cupense by an amount equal to imputed interast sarnings sn excess cash flow,
ie to be calculated as follows. ARnnually, non-profit organizations shall
prepare & cumulative (from the inception of the preoject) report of monthly cash

that includes inflows and outflows, regardless 2f the funding source.

Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual infleow figures shall be divided by the number of months in the year
fusually 12} that the building is in service for monthly amounts. Dutilows
consist of initial equity contributions, debt principal payments (isss the pr
rata share attributable to the unallowable costs of land) and interest paymen
Where cumulative inflows exceed cumuelative outflows, interest shall be
calculated on the excess inflows for that period and be treated 2s a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings on 2xgess cash flows shall be the three month Treasury 2ill closing
rate as of the last business day of that month.

o]
3.

{d} Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to znother facility prior to the
expiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may reguire
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

{2) The allowable costs to acquire facilities and equipment

d to a falr market value available to the non-profit organizaticn from

are limite
ated ("arm's length") third party.

an unrel




LaraCraph:
Sels meens agdels neic by Tthe non-prolit
|

er 7%, 1995 that heve zga:n come o ke held by
epurchase or rerimancing. It aoeg not include

12y Znitizl equity contributlon means tne amount or value of
contriputions made by non-profit erganizations for the acguasition of the asset

d T
or prior toc occupancy of facilitlies.

{3} Eeset costs means the capitalizable costs of an asset, zncliuding
construction costs, acguisition costs, and other such costs capitalized in
accordance with GRAP.

24 Labor relaticns costs. ZCosts incurred in maintalning satisfactory
relztione betweer The crganization and its employees, including costs of labor
management committeszs, employee publicetions, and other related activities are
aliowable.

Z5. Lobbying.

a. HNo:twithstanding other provisions of this Circular, costs associated
with the following activities are unallowable:

the outcomes of any Federazl, S5tate, cr
or similar procedure, througk in kind or

{1y Rrtempts to influenc
L ive,
licity, eor similar activitys

ction, referendcum, initid
ributions, endorsements, pu

{2} Establishing, administering, contributing to, oI paving the
evpenses of a political party, campaign, political action committee, O cther
crganization established for the purpose of irnfluencing the culcomes of
elections;

31 Eny atvtempt to influence: (1) The introducticn of Federazl or
Stave leaiclation:; or {(ii) the enactment or modification of &ny pending Federsl

te legl }
or State legislation through communication with any member or employee of the
Congress or State legislature {(incliuding efforts to influence State or local

o engage in similar lobbying activity), or with any Government
employee in connection with a declszion to sigh &r Vvelo enroiled

4] Any attempt to influence: (i] The introduction of Federal or
State legasiztion; or (ii) the ensctment or modification cf any pending Federal
cr State _egiclation by preparing, distrivuting or using punlizity or

—_————
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DL The foilowing activities are excezpted from the zoverage of

SUNe M agrann Lo

11 Providing a technical and factusl presentation of infowmat orn o0
& topic directly ralated to the performance of a grant, contratt o»r other
agresament through hearing tfestimony, statements or iethters t &
State leglsleture, or subdivizion, member, or cognizant staf oo
resporse ta 2 documentad reguest (including a Congressional foke!
reguesting festimony or statements for the record at a regularly scheduizgd
nzaring) made by the recipient member, legislative body or subdivision, or 4

r thereof; provided such infeormation is readily obtainable

cognizant staff member
and can be read:ily put in deliverable form; and further provided that costs

under this section for <ravel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to a
writven request Zor such presentation made by the Chairman or Ranking Minority

Member of the Committse or Subcommittes conducting such hearing.

{2} Any lobbying made unallowable by subparagraph a{3} to influence
State legislation in order to dirsctly reduce the cost, or to avoid material
impairment of the organization’s authority %o periorm the grant, contract, or
other agreement.

]

{2) Any activity sp i fically authorized by stacute to be undertalan
b A
t, or oiher agresment.

1]

with funds from tne grant, contr

c. {1} When an organization sseks reimbursement for indirect cost
i lobbying cests shall be separately identified in the indire c -

tota c
proposal, and thereaiter treated as other unallowable activity cos
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as part of the annual indirect cost

{2} Organizations shall submit,
= reguirements and standards of this

te proposal, a certification that th
ragraph have besen complied with.

(3} Organizations shall maintain adequate records to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the reguirements of this Circular.

{4y Time logs, calendars, or similar records shall not be reguired
o be created for purpcses of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying {as definsd
in subparagraphs (a) and (b))} 25 percent or less of the employes's compensated
hours of employment during that calendar month, and (2} within the preceding
five-year period, the organization has not materially misstated allowable or’
unallowabie costs of any nature, including legislative lobbying costs. When
sonditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records

" - Y
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o Trat grant oY SonTratt Ior purposes oI InTEXpretatz.ol of tihag Toroular;
providsd; nowever, That tris shell not bpe construed Lo Drevent & CORLI&TTOr OF
grantee rfrom COnTesting the _awlfulipness of such & determination.

sts incurred 1n a
indirectly, al employee or officer of
Government to give congideration or to act
rding & sponscred agreement or 2 regulatory matter dre ana llowakle. Improper
ence means any influence that induces or tends to nduce a Federal emploves
or officer to give consideration or To act regaxding a federzlly-sponscred
agreement or regulatory matter on any basis other than the merits of the matter.

d Executive lopbying Ccost
improperly influence either directl
the Execurive Eranch ol the Federal

26. Locses ob other sponscred agreements or contracts. Any excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, the organizatioen's ceontributed portion by
reason of cost sharing agreements or any under-recovesries through negotiation cf
lump sume for, or ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment (including Federal property unles
otherwise provided for) which neither add to the permanent value oI the property
nor appreciably proleng its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and eguipment ©r appreciably prolong their
intended life shzll be treated as capital expenditures (see paragraph 15).

Z28. Materizls and supplies cosis.

a. Costs incurred for materials, suppliies, and Zabricated parts necessary
to carry out a Federal award are zllowable.

b. Purchased materials and supplies shall be charged at their actuazl
prices, net of applicable credits. Withdrawals from genersl stores or
steockrooms should be charged at their actual net cost under any recognized
methed of pricing inventory withdrawals, consisTently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

c. Only materizls and supplies actually used for the performance of a
Federal award mey be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing
the Federzl award, such materials will be used without charge.
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20 Membershaps, sucszriptions, and proressional actIiviTy CUSTS.

v, TesIa ol The non-pro

&
ceonng Tal, and profsssional organizations are aliowable.

i Tasvs of The non-proil
=]

and technical o

0

of membership in any civic or community OrganlIation are
I

4. Costs of membership in any country club or social or dinipg club or
oraanization are unallowable.

2i. Organization costs Expenditures, such as incorporaticn fzes, brokers
fees, fees to promoiers, organizers or management consultants, atiornsys,
accountants, or investment counselors, whether or not employees of the
organization, in connection with sstablishment or reorganization of an
organization, are unallowable except with prior approval of the awarding agency.
22 Page charges in professional journals. Page charges for professional
journal wublications are alleowable as a n=zcessary part of researcn cosIs, where:
a. The research papers report work supported by the Federzl Government:

and

.  The charges are levied impartially on all ressarch papers published by
the journal, wnethar or not by federally-sponscred authors.

3. Participant support costs. Participant support costs are dirsct costs for

ftems such 2% stipends or subsistence allowances, travel allowancss, and

g 25 Ibut not

employees) in connection with meetings, conferences, syimposia, ©or training
ojects. These costs are allowable with the pricr approval of the awarding
(=]

34. Patent costs.

a. The following costs relating to patent and copyright matters are
allowable: (i} cest of preparing disclosures, rsports, and other documents
reguired by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent
oosts 1n connection with the filing and prosecution of a United 3States patent
application where title or royalty-free license 1s reguired by the Federal
Government to be conveyed to the Federzal Government; and (iil) general
counseling services relating te patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and empioyee agreements {but

B
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3¢, Pre-agreement costs. Pr
el e date of the award dire
sation of the awarc where such
i delivery schedule cr pgricc o
orly ©o the extent that they wouid hav
e award and only with the writt

37. Professional services CoOSts.

. Costs of professienal and consultant services rendered by persons who
are members of a particular profession or possess a special skill, and whe are
not officers or employees of the non-profit organization, are allowable, subject
to subpzragraphs b and ¢ when reasonable in relation to the services rendered

anG when not contingsnt upon recovery of the costs from the rederal Government.
idition, legal and related services are limited under Attachment B,
in determining the allowability of cests in a particular case, no

factor or any special combination of factors is necsssarily
determinative. However, the following factors are reievant:

(1) The nature and scope of the service rendered in relation to the

Sos

{Z) The necessity of contracting for the service, zonsidering the
non-profit organization's capability in the particular area.

The past pattern of such costs, particularly in the years prior

£
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{8 Adeguacy of the contraciual aqreem@n‘ for the 5o
descoryiption of the service, =2stimate of time reguired, rate of

I NATI 0N ProvIiAiIOons) .

Irn addition to the factors in subparagraph b, retalner fees o be
2 must be supported by evidence of bona fide services available or

%4, Pubklization and printing costs.

z. Publication costs include the costs of printing {including the
rocesses of composition, plate-making, press work, binding, and the end
cts produced by such processest, distribution, promotion, mailing, and
al handling. Publication costs also include page charges in professiona

. Page charges for professional Journal publications are allowable as 2
necessary part of research costs where:

{1) The research papers report work supported by the Federal
Government: and

{2} The charges are levied impartially on all research paoﬁrs
published by the journal, whether or not by :ederallyf5fons ored author

[

29, TRearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. GSpecial arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval of the awarding agancy.

40. PReconversion costs. Co°‘5 incurred in the restoration or rehabilitation of
the non-profit organizatien's facilities to approximately the same condition
rior to commencement of Federal awards, less costs related

existing immediately pr
to normal wear and tear, are allowable.

e
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rnew =mnplovees, & allowanle te Tne exient “hat
To & well-managed recruitment program. Where Lhe
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aLigation uses employment
v grve not ir excess i sLandard COIMMEXr
I

ZOrY SUr:

. Ir puklications, costis
includes advertising meterizl for coth uitment purpeses
excessive Ln £ize (taking into congidera itment purpeses
intended and normal corganizaticnal practices in this respsct}, ar

c Coste of help wanted advertising, special emcluments, fringe benefizs,
and salary allowances incurred 1c attract professional personnel from other
organizations that do not meet the test of reasonableness or do not conform with
The established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
emplovee have bezen a:lowed either as an zllocable direct or indirect cost, and
the newly hired emplovee resigns for reasons within his gontrol within twealve
months ater being hired, the organization will be reguired to refund cr credit
such relocation costs to the Federal Government.

42. Relocation costs.
2. FRelocation costs are costs incident to the permanent change of duty
B & than 12

assignment [(for an indefinite period or for a szated period of not less
months) of an existing employee or upon recruitment of & new employee.
Relozation costs ars allowatle, subject to the limitation described In
subparagrapns b, <, and @, provided that:

i1} The move iz for the benefit of the employer.

(2} Reimbursement to the employee is in accordance w:ith an
zstablished writter policy consistently followed by the employer.

N

(2} The reimbursement doe$ not sxcesd the employvee's actuai (or
reasonably estimated) expenses.

. Allowable relocation costs for current employees are iimited to the
fellowing:

it} The costs of transportation of the employee, members of his
immediate family and nis househcld, and personzl effects to the new location.

o
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t4 Thne continuang zosts of ownership of the wvacant former homs
si7ar the zattlement or l2ase dazte of the employee's new permanant home, 1h an
maintenante of buildings and grounds {exclusive fixing up sxpenses),
ntciitles, vtaxes, and property insurance.

5} Other necessary and reasonable sxpenses normall
(=] o

relocation, such as tne costs of canceling an unexpired lease, ol in
reinstailing househols appliances, and purchasing insurance against loss of or
damzges to personal property. The o2ost of canceling an unexpired lease is
mited to three times the monthly rental.

c. ZRllowable relocation zosts for new employees are limited to those
daescribed in (1) and {Z) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his contro
within 12 months after hire, the organization shall refund or credit the Federal
Govarnment for its share of the cost. Howewer, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragrap!
50 and not relocation cests for the purpose of this paragraph 1f dependents arg
not permitted at the location for any rezason and the ¢osts do not include costs
of -“ransporting household geods.

o

4. The following costs related to relocation are unallowable:
{1} Fees and other costs associated with acguiring & new home.

loss on the sale of a former home.

N
)

(3] Continuing mortgage principal and interest payments on a home

Income taxes paid by an employee related to reimbursed

43. Rental costs of buildings and equipment.

a. Subject -o the limitations described in subparagraphs b. through d. of
2

this paragraph 43, rental costs are allowable to the extent that the rates ars
reasonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives available; and, the type, 1if
expactancy, condition, and value of the property leased. Rental arrangements
should be reviaswed periodically to determine if circumstances have changed and
other options are available.

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization

i -ATTA‘CH}-JRG,.“-‘{T Y B
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d. Rentel costs undev leas#s which are reguired itc be treated as capital
leases under GRRF are lowable oniy up to the amount {as sxplained ip
subparagraph b) that WOUid me aillowed had the non-profit organizatlion purchased
ne proparty on the date the lease agreement was executed. The provisions of
Pinancial Accounting Standards Board Statement 13, Accounting for Lezses, snall
be used to determine whether s lease is a caplital lease. Interest costs related
to capital lezses are zllowable to the ertent they meef the criterisz In
subparagraph 22. Unallowable costs include amounts paid for profit, management

e

i
fees, and tzxes that would not have been incurred had the non-proiit
organization purchased the facility.

44, Royelties and other costs for use of patents and copyrights.
Royalties on & patent or copyright or amortization of the cost of
fo

by purchase a copyright, patent, or rights therets, necessary
rformance ¢f the award are zllowable unless:

¥ the
The Federal Government has a license or the right to free use of
tent or copyright hes been adjudicated to be invalid, or

1

r determined to be invelid.

concidered to be unenificrceable.
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{4y The patent or copyright is expired.

b. Specizl care should be exercised in determining reasonalleness where
he reovalties may have arrived at as 2 result of less-thar-arm's-length
rgalning, e.g.:

yzlties paid to persons, including corpeorations, affillated
with the non-profit crganization.

{Z) Rovalties paid to unaffiliated parties, including Corpa*ayions,
entered “nto in contemplation that e Federzl award would be
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marketing., Tosts of selling and markeiing any oproducis or
ron-prol una. lowable iuniess allowsd under
maragrapn il relations zozz.  Howaver, fnese
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E The ¢osts of services provided by h:ghly complex or specialized
facmilities operated by “he non-profit organization, such as computers, wind
tunnels, and reaciors are allowable, provided the charges Ior the ssrvices mest

. 5 ic
the conditions of either 46 b, or <. and, in addition, lzke into acoount any
items of income or Federal financing that gualify as applicable Cre s
Attachment A, suvbparagraph AR.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methoaology that (1) does not discriminate
against federally-supporied activitiss of the non-profit organization, including
usage by the non-profit organization for internal purposes, and {ii) is designed
to recover only the aggregate costs of the services. The cests of sach service
shall consist normaily of both its direct costs and 1ts allocable share of all
indirect costs. Rates shall be adjusted at le=ast biennially, and shall take
into consideration over/under applied costs of the previous period{s).

c. Where the costs ilncurrad for a service are not matarial, they may be
ted as Indirect costs.

d. Under some extraordinary cirycumsiances, whers 1t is 1in the best
interest of the Faderal Gowvernment and the institution to establish alternative
costing arrangements, such arrangements may be worked ovt with the cognizant

Federal agencgy.
47. Taxes.

a. 1In generzl, taxes which the organization is reguired to pay and which
are pald or accrued in accordance with GARP, and paymentis made to local
governments in lizu of taxes which are commensurate with the local government
services recejved are allowable, except for (i} taxes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, {ii) special assessments on land which represent capital
improvements, and {(iii) Federal income taxes.

b. 2Any 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.
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Contemporansous purchases of commorn items py the non-profit organization shall
=

be regarded as evidence that such izems are ressonacly usable on the non-profiz
crganizaTion's other work. Any zcceptance of common items as zlleocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantizies of such items on hand, in transit, and orn crder are in excess of —he
ragsonable guantitative reguirements of other work.

. If in & particular case, despite all reasonable effcorts by the non-
profit organization, certain costs cannot be discontinued immedistely after the
effective date of termination, such costs are generally allowable within the
limitaticns set forth in this Circular, except thatl any such costs continuing
after fterminaztion due tc the negligent or willful failure of the non-proiit
organization to discontinuz such costs shall be unsllowable.

s}

s of useful value of special tooling, machinery, and 1s generally

{2} Such special tooling, specizl machinery, or eguipment 1s not
reasonably capable of use in the other work of the non-profit orgenization,
{Z2) The interest of the Feder

ral Government is protected by transfer
cf title or by other means deemed appropri

ate by the awarding agency, and

{3} The iloss of useful velue for any cone terminated Federal award is
limited tc that perticn of the acguisition cost which bsars the same ratio 1o
the totzl acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federzl award and other Federal awards for which the
specizl tooling, specizl machinery, or eguipment was acquired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown %o have been reasonably necessary for the performance of the
terminated Federal award less the residuesl vaiue of such leases, if:

(1) the amcunt «f such rental clezimed does not exceed the reasonable
use value of the property lezsed for the periocd of the Federal award and such
further period as may be reascnable, and

(2} the non-profit crganization makes all reasonable efforts to
rminste, assign, settlie, or otherwise reduce the cost of such lease. There

e
zlsc may be included the cost of alterztions of such leazsed property, provided

e

ATTACHMENT . M.
A .
o prce HOl oF .55 FacEs




AADEN IR

Aczounting, lagal, Tier.

c&p The rding agsncy of
SeTlamsznt Z.aims and sup; ed portion of
i wtleral award, unless Art tl ol
A-110.: and o
(b} The “ermination and sertlement of subawards.

{27 Reasonable costs for the storage, transportation, proiscilon,
and disposiztion of proparty provided py the Federal Government or acguired or
produced £or the Federal award, except when grantees or contractors are
reimbursed for disposals at a predetermlnﬂd amount in accordance with Subpart
_ .32 through .37 of Circular A-11

(2) Indirect costs related to salaries and wages incurred as
ettlement exXpenses in subparagraphs (1) and (2}). Normally, such indirect costs
shail be limited to fringe benefits, occupancy Cost, and immedilate supervision.
£, Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organiza an are generally allowable.

Br appropriate share of the non-profit organization's indirsct expense may be
ailocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense 30 allocated shall
erclude the same and similar costs claimed directly or indirectly as setiylement

2XPENSeS .
4%, Training costs.
a. Costs of preparation and maintenance of a program of instruction

incliuding but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of smployees, including
training meterials, textbooks, salaries or wages of trainees (excluding overtime
compsnsaticn which might arise therafrom), and (i) salaries of the director of
training and staff when the training program is conducted by the organization;
or {(ii} tuition and fees when the training is in an institution not operazted by
the organization, are allowable.

b, Costs of part-time education, at an undergraduate or post-graduate
collage level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued is relative to the field in
which the employ2e is now working or may reasonably be esxpected to work, and are
limited to:

50 ATTACHMENT D .........
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6 Straight-time compensation of €ach employee ZCr Time SDEnt
zrTending classes during working hours not in excess of 156 hours per vear anc
oniv tco the extent that circumstances do not permit the operation of classes or
stTengance at Classes after reguler working hours; otherwlise, such compensation
15 una.lowakble

c. Coste of tuztion, fees, trzining materials, shc Texthooks (put not
subgistence, salary, or any other emoluments) in connection with fuil-lime
gducation, including that provided at the organization’'s own LaCL;;tles, at a
post-graduste (but not undergraduate) college level, are allowable only when the

course or degree pursued is related to the field in which the employee s now
working or mey reazsonably be expected to work, and only where the costis recelve
<he priocr approval of the awarding azgsncy. Such costs are limited tc the costs
attributable to a total period not to éxceed one scheol year for sach employee
30 trained. In unusual cases zhe period may be extended.

d. Costs of attendance of up to 16 weeks per ﬁleoy

er year at
speci‘;iyed programs specifically designed to enhance the e ctiveness of
executives or managers or Lo prepare employees Ior such positions are zllowable.
Such costs include enrcllment fees, trzining materials, texibooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of & degree-
oriented curriculum, which are allowable cnly to the extent set forth in
subparagraphs b and c.

€. Maintenance expense, and normal depreciation or falr rental, on
facilities owned or leased by the organization for training purpcses are
zilowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations to educational or Treining institutions,
including the donstion of facilities or other properties, and scholarships o
fellowsnips, are unaliowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with pricr approval of the awarding
agency. To be considered for approval, the crgenization must demonstrate that
such costs are consistently incurved pursuant to an established training and
educatior program, and that the course or deqgree pursued is relatlve tO the

field in which the employee 15 now working or may reasonably Le expected to

—¢-

50. Tranmsportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
wifh the ifems inveived, they mey be directly cherged &g TLransportation costs or
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inturred, or on & combination of <he Lwo, provided th haod used is
an antire trip and not to selected days of the trip, resul_s in zhazy
consistent with those normally alliowed in like circum “ha non-nro
organization’s non-federally-sponsored activities

h. Lodging and subsistence. Costs incurred by empioyess and ofiZicers for
travel, 1including costz of lodging, other subsistence, and incidental expenses,
shail be considered reasonable and allowable only to the extent such cos
not exceed charges normally allowed by the non-profit organizatvion 1n its
regular operations as the result of the non-profit organization’s written

policy. TIn the absence of an acceptable, written non-profit organization oo
regardlnq travel costs, the rates and amounts established under subchapter I
Chapter 57, Title 5, United States Code (“Travel and Subsistence Exbensas;
Mileage Allowances”), or by the Administrator of General Services, or by the
Dresident for his or har designee) pursuvant to any provisions of such subchapter
shall applv tc travel under Federal awards (48 CFR 31.205-46!a}}.

H,

avel
11

z. Commercial air travel.

{1) Airfare costs in excess of the customary standard commerc:al
airfare {coach or equivalent), Federal Government contract alrfare (where
authorized and available}, or the lowest commercial discount airfare are
unallowable except when such accommodations would: {a) reguire circuitous
routing; (b} require travel during unreasonable hours; (¢} excessively prolong
travel {d) result in additional costs that would ofifset the transportation

=R
savings; or (e) offer accommodations not reasonably adequate for the traveler’s
medical needs. The pon-profit organization must justify and document these
conditions on a case-by-case basis in corder for the use of first-class ziriare
to be allowabkle in such cases.

(2) Unless a pattern of avoidance 1s detected, the Federal

Government will gensrally not guestion a non-profit crganization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organization’s overall practics
to make routine use of such airfare.

d. RBir travel by otler than commercial carrier. Costs of travel by non-
profit organlzatAOH owned, ~lzased, or -chartered aircraft include the cost of
lease, charter, ocperation {including perscnnel costs}), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that excezeds the cost of allowable commercial air travel, as provided for in
subparagraph] <., is unallowable.

B
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T THE HEADTE OF EYECUTIVE DEPARTMERTS ANL ESTALBLISHMENTE
SUESECT: Audite of Stares, Loca. Governments, and Non-Prolit Orgarnlzallon
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and the Single Audit Ac: Amendments of
tendards for obtaining convfstgnﬁy and urn:
.5 for the audit of States, local governments, and
tions expending Federal awaras.

o
to

z Buthority. Circular A-133 is issued under the authority of sections
50, 1111, and 7501 et seqg. of tizle 31, United States Code, and Executive
Ordsere Bz48 amd 11541. .

z Rescission and Supersession. This Circular rescinds Clrculear A-12B,
Budits of State and Lozal Governments," issued April 12, 1985, and supersedes
the prior Circular A-133, "Audits of Instcitutions of Higher Edu:atlon and
Other Non-Profir Institutions,® issued April Zz, 1996. For effective dates,
see paragraph 10

4. rolicv., Except as provided heresin, the standards ser forth in this
Circular gnall be applied by all Federal agencies. If any statute

specifically prescribes poliicies or specific reguirements that differ from the
standards provided herein, the provisions of the subseguent statute shall
govern.

Federzl agencies shall apply the provisions of the sections of this
ular to non-Federal entities, whether they are *ec1p1=nts expending
al awzrds received directly Zrom Federzl awsrding agencies, or are
c1p¢enfs expending Federal awards recelived from a pass-through eantity (&
ient or another subreciplent).

This Circular dees not apply to non-U.E. based entities expending
Federal awarcs received either directly as a recipient or indirectly zs &
subrecipient.

5. Definitions. The definitions of key terms used in this Circular are
contazned in § .105 irn the Attachment to this Circular.

6. Reguired asctipon. The specific reguirements and responsibilities of
Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agencies

making awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the C4rcu1ar in ﬂuu;iled regulations as provided in
Section 10 {below), unless different provisions are reguired by Federal
statute or are aopvoved by the Cffice of Management and Budget {(OMB) .

7. OMB Pesponsibilities. OMB will review Federal agency regulations and
impiementation of this Circular, and will provide interpretations of pelicy
reguirements and assistance to ensure uniform, effective and efficient
implementation.

B. Information Comtact. Further informatien concerning Circular A-132 may
be obteined by contacting the Financial Standards and Reporting Branch, Office
of Faderal Financizl Management, Office of Management and Budget, Washington,

DC 20503, telephone (202) 395-2%83.
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the date 0f igsuance.

0 Effegctive Dates. The standards se:t Zorth in §
©G tnls CTiycular, which apply directly to Faderal age
July 1, 1896, and sha:l apply te audics of fiszal year
30, 1396, axcept as otherwise specified in §_ 400 (a)

The standards ae=t forth in this Circular that Federal agencies
appiy -o non-fedsral sntities shall be adopted by Federal agencies in codi
regulations not later than 60 days after publication of this final revision
in the Federal Register, so that they will apply to audits of fiscal years
beginning after June 30, 1996, with the exception that §  .305(b) of the
Attachment applies to audlts of fiscal yesars beginmning after June 30, 1998,
The regquirements of Circular 2-128, although the Circular is rescinded, and
the 1990 wversion of Circulary A-133 remain in effect for auwdits of fiscal vears

beginning on or before June 30, 1995.

The revisions published in the Federal Register June 27, 2003, are
effective for fiscal years ending after December 21, 2003, and esarly
implementation is not permitted with the exception of the definition of
oversight agency for audit which 1s effective July 28, 2003.

Aucustine T. Smythe
Aoting Dirsctor
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Subpart hk--General
§ .100 Purpose.

270

I8!

~

encity that expends Federal awards whi

Auditsr means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which mezets the general
standards specified in genesraily accepted government auditing standards
{GRGAS! . The term auditor doss not include internal auditors of non-profi:z
organizations.

Audit finding means deficiencies which the auditor is reguired by
§ .510{a) to report in the schedule of findingsg and guestioned costs.

CFDA number means the number ascigned to a Federal program in the
Cataloag of Federal Domestic Assistance (CFDA).

Cluster of programs means 2 grouping of closely related prograwms that
share common compliance requirements. The types of clustezrs of programs are
reszarch and development (R&D), student financial aid (8FR), and other
clusters,. "Other clusters” are as defined by the Office of Management and
Budget (0OMB) in the compliances supplement or as designated by a State for
Federal awards the 5tate provides to its subrecipients that mset the
definition of a zluster of programse. When designating an "cther clusgter," a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance requirements applicable to the cluster, consistent
with § .400(d) (1) and § .400{d) (2), respectively. A cluster of programs
shall be considered as one program for determining major programs, as
descriped in § _ .520, and, with the exception of R&D as described in
§ .200(c). whether a program-specific audit may be elected.

Cognizant agency for audit means the Federal agency designated to carry
out the responsibilities desgcribed in § .400{a}.

Compliange supplement refers to the Circular A-133 Comoliance
Supplement, included as Appendix B teo Circular A-133, or such documents as

OMB or its designee may issue to replace it. This document is available fromw
the Government Printing Office, Superintendent of Documents, Washington, DC
20402-8325.

Corrective action means action taken by the auditee that:

(1) Corrects identified deficiencies;
(2) Progduces recommended improvements; or

{2} Demonstrates that audit findings are eilther invalid or do not
warrant auvditee action.

Federal agencv has the same meaning as the term agency in Saction 55i{1)
of title 5, United States Code.

Faderal award means Federal financial assistance and Federal cost-
imbursemsnt contracts that non-Faderal entities receive directly from
deral awarding agencies or indirectly from pass-through entities. 1t doss




+ D; -

El
pien

Federa., firanciml aStistance MEANES ESCiSTance Lhalt non-Federa. =nTiLLgs
rec in tne form of grante, louans, loan guarantecs, property
finv.uding donated surplus property!, cooperative agreemsnts, interest
s 1 insurance, food commodities, direct appropriarions, and other
azsistance, but does not inciude amounts received as reimbursemsnt for
services rendered o individuals as described in § L.205(nh) and § L2058 (1)

Federal program Means:

[y E1]1 Pederal awarde to & non-Federsl entity assigned @ gingie

number in the CFDL.

{Z) When no CFDA number is assigned, a1l Federzl awards from the same
agency made for the same purpose should be combined and considered ons
program.

(2) Notwithstanding paragraphs (1) and (2) of thie definition, a
cluster of programs. The types of clusters of programs are:

(1} kesearch and development (R&D);
(ii) Student financial zid (8F2); and
(1ii) "Other clusters," as described in the definiticon of cluster

of programs in this section.

GAGAS means generally accepted government auditing standards ilssued 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 standsrds issued by the American Institute ot
Certified Public Accountants (AICEA).

Indian tribe means any Indian tribe, band, nation, cr other organized
group or community, including any Zlaskan Kative village or regional or
village corporation {as defined in, or sstablished under, the Alaskan Native

Claims Settlement Act) that is recognized by the United States as eiilgible for

the special programs and services provided by the United States to Indians
because of their status as Indians.

Internal contrcl means a process, effected by an entity's management and

other perscnnel, designed to provide reascnable assurance regarding the
achievement of objectives in the following categories:

Effectiveness and efficiency of operations;

)

} Eeliability of financial reporting; and

™~

} Compliance with applicable laws and regulatiocons.

{

[ L8}

Internal control pertaining to the compliance reguirements for Federal

programsg (Internal control over Federal programs) means a process--effected by
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Tl Transactions and accountced for o:

]

i) Permit the preparation of reiiable financial sctatements and
Faderal reports;

Fi-
[

f1i) Maintain accouncability over assets; and

{11i) Demonstrate compliance with laws, regulations, and other
SOWDI1ANGCE regulremencs;

{1z Transactions are executed in compliance with:

(i) Laws, regulations, and the provisions of contracts or grant
agrasmants that zould have a direct and material effect on a rederal program;
and

{11y Any other laws and regulations that are identified in the
zompliance supplement; and

(3) Funds, property, and other assets are safeguarded against loss

from unauthorized use or disposition.

Loan means a Federal loan or loan guarantee received or administered by
a non-Federal entity.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, local
public authority, special district, school district, intrastate districc,
council of governments, and any other instrumentality eof iocal government.

Major program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
§ .215{c) .

Management decision means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective ac¢tion is necessary.

Non-Faderal entity means a State, local government, or non-profit
organization. '

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that:

(1) Is operated primarily for scientific, educational, service,
charitable, or gimilar purposes in the public interest;

{i1) Is not organized primarily for profit; and

{iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

{2} The term non-profit organization includes non-profit institutions
of higher =ducation and hospitals.
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OME means Lne Bxecutlve DIllce o

enoy oY audit means Ths

provides minant amount of direct

& Cogriizan for audit. Wher there

aoency wi edominant indirect funding snhail assume
responsib The dutiss of the oversight agency for aud:it
in § 4

Effeccive July 2E, 2002, the following is added nc thie delinl
b Federal agency with oversignt for an audites may reéasgign oversight tco
another Federzl] agency which provides substantlal funding and agrees Lo
be the oversight agency for audit. Within 30 days after any
reassignment, both the old and the new oversight agency Ior audit shall
notify the auditee, and, if known, the auditor of the rezgelignment . "

a1l

Pezrg-<hrouch entityv means & non-Federzl entlity that provides & Fegeral
award To a subrecipient to carry out e Federeal program.

Frogram-specific audit means an audit of one Federal program ac providec
for in § .200(e) and § .235.

Questioned cost means a cost that is questioned by the auditor because
of an audit finding:

{1 Which resulted from a viclation or possible viclation of &
provision of a law, regulaticon, contract, grant, cooperative agreemsnt, or
other agreement or decument governing the use of Federal funds, including
fundes used tc match Federal funds;

{2 Wnere the costs, at the time of the audit, zre not supported by
adeguate documentation; ox
{3) Where the costs incurred appear unreasconakle and do not reflect

the actions & prudent person would take in the circumstances.

Recipient means a non-Federal enti
received directly from a Federal awardin
program.

ty that expends Federal awards
g agency to carry ocut a Federal

Research and develcopment (R&D) means all research activities, both basic
and appliea, and zll development activities that are performed by a non-
Federal entity. Research is defined as & systematic study directed toward
fulier scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuals in
research techniques where such activities utilize the same facilities as other
research and development activities and where such activities are not included
in the instruction function. Developmeni is the systematic use of knowledge
and understanding gained from research directed toward the production of
useful materials, devices, systems, or methods, including design and
development of prototypes and processes.

Single audit means an audit which includes both the entity's fimancial

statements and the Federal awards as described in § .500.

State means any State of the United States, the District of Columbie,
the Commonwealth of Puerto Rico, the Virgin Islands, Guam, American Samsa, the
Commonwealth of the Northern Mariana Islands, and the Trust Territory of the
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a7y _msLrumenTtalith Lpera 3Te, Teyionzl, by
wisaoh nas govarnmanitszl I indlian tribe s
Zenllon.
nancial Bid 13v¥A) includes those prodrams of general student
as those avthorized by Tizle IV of the Elgher Education Aol
4, (20 0.3.C. 1070 =2t _s=g.) which 1s administersd by the
Education, and similar programs provided by other Faderal
not inciude programs which provide feljowships or simiiar
students 2n a compatitive basis, or for specified studlias or

Suprecipient means a non-Federal entity that expends Federal awards
recesved from a pass-through entity to carry out a Federal program, but does
not include an individual that is a beneficiary of such a program. A
subreciplent may also be a recipient of o
Federal awarding agency. Guidance on distinguishing bstween a subrecipient
anc¢ a vendor 1s vrovided in &  .210.

Tvoes of compliance reguirements refers to the types of compliance
requirements listed in fhe compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management,; eligipility; matching, level of effort, earmarking; and,
reporting.

Vendor means a dealer, distributor, merchant, c¢r other seller providing
doods or services that are required for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additicnal guidance on distinguishing
Detween a subrecipient and a vendor is provided in § _ .210.

Subpart B--RAudits
§ .200 Audit requirements.

{a} Augdit reguired. Non-Federal entitiss that expend $300,000
(5500,000 for fiscal years ending after December 31, 2003) or more ip a year
in Federal awards shall bave a single or program-specific aundit conducted for
that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in § _ .205.

(b) Single audit. Non-Federal entities that expend $300,000 ($500,000
for fiscal years ending after December 21, 2003) or more in a ysar in Federal
awards shall have a single audit conducted in accordance with &  .500 except
when they elect to have a program—specific audit conducted in accordance with
paragraph (e) of this section.

{c) Program—-svecific audit election. When an auditee expends Federal
awards under only one Federal program ({excluding R&D) and the Federal
program’'s laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit ceonducted in accordance with §  .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards eXpended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended are less than $300, 000
I5500,0600 for fiscal vears ending after December 31, 2003). Non-Federal

8
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& 205 Bzsis for determining Federszl awards expended.
2 Determining Federal awards expendec. The determination of whern an

awzyd 1s expended should be based on when the activity relasted t¢ the eward
oCCurs. GererdﬁA}, the activity pertains to events that reguire the non-
Federe: entity to comply with laws, regulations, and the provisions of

contractse Or Jrant agreements, sSuch as: expenciture/expense transactions
associated with grants, cost-reimbursement cohlracts, cooper ative agreements,
and direct sppropriaticns; the disbursement of funds passed through to
subrecipients; the use of loan proceeds under loan and loan guarantee
programs; the recei:pt of property; the receipt of surplus property; the
receipt or use of program income; the distribution or consumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an inTterest subsidy; and, the period when insurance i1s 1n force.

@) Loan and loan gusrantees {loaps!. Since the Federal Government is
at ris¥ for leans until the debt is repaid, the following guidelines shzll be
used to calculate the value of Federal awards expended under loan programs,
erxcept as noted in paragraphs (¢} and {(d) of this section:

(1) Value of new loans made or received during the fiscal ysar;
plus
(2) Balance of loans from previous years for which the Federal
Government imposes continuing compliance requirements; plus
(3) Eny interest subsidy, cash, or administrative cost allowance
recelived
ic) Loan and leoan guarantees (loans) at institutions of higher

education. When loans are made Lo students of an lmstituticn of higher
education but the institution does not maeke the loans, then orly the value of
loans made during the year shall be considered Federal awards expended in that
vear. The balance of loans for previous years is not included as Federal
awerds expende¢ because the lender accounts for the prior balances.

(d; Prior loan and loan guarantees (lpans). Loans, the proceeds of
which were received and expended in prior—years, are not considered Federal
awards erxpended under this part wher the laws, ragulations, and the provisions

cf ceontracts or grant agreements pertaining Lo such luans impese no continuing
compliliance requirements other than to repay the loans.

= Endowment fupnds. The cumulative balance of Federal awards for
endowment funds which are federzlly restricted are considered awards expended
in each vezr in which the funds are still restricted.

(£ Free rent. Free rent received by itself is not considered a
Federal award expended under this part. However, free rent received as part
2 ATTACHMENT E ........




eral entity for nroviding

are Lot congirdered

(i) Medicaid. Medicaid pavmenis to a subrecipient for providing
patient care services to Medicaid eligible individuals are not considered
Federal awards expended under this part unless a State reguires the funds t
he treated as Federal awards expended because reimbursement 15 on a cosi-
reimbursement basis.

o}

(a1 Certain loans provided by the Mational Credit Union
Administration. For purpcses of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liguidity Facility that are
funded by contributions froem insured institutiens are not considered Federal
awards expended.

5 .210 Subrecipient and vendor determinations.
fa} General. BAn auditee may be a2 recipient, a subrecipient, and a
vendor., Federal awards =xpended as a recipient or a subrecipient would be

subject to audit under this part. The payments received for goods or services
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b) and () of this section should be considered in determining
whether payments constitute a Faderal award or a payment for goods and
services.

() Federal gward. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

(1) Determines who 15 eligible to receive what Federal Tinancilal
assistance;
(23} Has its performance measured against whether the objectives

of the Federal program ars met;
{3 Has responsibility for programmatic decision making;

(4) Has responsibility for adherence to applicable Federal
program compliance requirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass-through entity.

() Payment for goods and services. Characteristics indicative of a
paymant for goods and services received by a vendor are when the organization:

(1) Provides the goods and services within normal business
operations;

10 ATTACHMENT . &

pacE . J0. of .52 paces




ne

I

A
iT
b
[y
-t
!
&
P

Lrogranm.

ir moring dezerminavion. There mey be unusual

+¢ the listed characteristics. In making the
suprecipient or vendor reilatlonshlp exists, the

fLip ig more important than the form of the

cted that a-i of the characteristics will be present
4 ir determining wnether an entity 18 a subreciplent

agreemeni. Tt ig no
anc judgment should be ussd
or wvendoz.

(e For-propfit subrecipient. Since This part does not apply to for-
profit subrecipisnts, the pass—through entity is responsible for establishing
YequiTements, &5 necessary, Lo ensure compiiance by fcr-profit subreciplents.
The contract with the for-profit subrecipient should describe applicable
compliance reguirements and the for-profit subrecipient's compliance
responsibiiity. Methods to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during the
contract, and post-award zaudits.

() Compliance responsibilitv for vendors. in most cases, the
auditee's compliance responsibility for vendors is only to ensure that the
procurement, receipt, and payment for goods and services comply with laws,
regqulations, and the provisions c¢f contracts or grant zgreements. Program
compliance requirements normally do not pass through to vendors. However, the
auditee is responsible for ensuring compliance for vendor transactions which
are structurad such that the vendor is responsible for program compliance or
the vendor's records must be reviewed to determine program compliance. Rlso,
when these vendor transactions relate to a major program, the scope of the
zudit shall include determining whether these transactions are im compliance
with laws, regulations, and the provisions of contracts or grant agreements.

§  .215 Relation to other audit reguirements.

[a) audit under this part in lieu of gther audits. An audit made in
accordance with this part shall be in lieu of any financial audit reguired
under individuzl Federal awards. To the extent this audit meels a Federal
agency's meeds, it shall rely upon and use such audits. The rrovisions of
this part neither iimit the authority of Federal agenciles, including their
Inspectors General, or GAQ to conduct or arrange for additional audits {(e.g.,
financiel audits, performance audits, evaluaticons, inspections, ©r reviews]
nor authorize any auditee to constrain Federal agencies from carrying out
additionsl audits. Eny additional audits shzll be planned and performed in
such & way as to build upon work performed by other auditors.

(b Federa: agency to pay for additional audits. A Federal agency
that conducts or contracts for additional audits shall, consistent with other
appiicable laws and regulations, arrange for funding the full cost of such
zaditicnel audite.
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program based upon this Federal agency reguest, and 5
to pay the full incremental costs, then the auditee shall have t
audited as a major program. 2 pass-through entity may use the prov
this paragraph for a subrecipient.

5 . 220 Frequency of audits.

Exzept for the provisions for blennlal audits provided in paragraphs (a)
and (b) of this section, audits required by this part shall be periormed
annually. Any biennial audit shall cover both years within the biennial
period.

(& A State or local government that is requirsd by constitution or
statute, in effect on January 1, 1987, to undergc its audits less freguently
than annually, is permitted to undergo its audits pursuant to this part
piennially. This zsguirement must still be in effect for the blennial period
under audit.

by Any non-profit organization that had biennial audits for all
biennizl periods ending between July 1, 1992, and January 1, 1895, is
permitted to undergo its audits pursuant to this part biennially.

8 .225 Sanctions.

No audit costs may be charged to Federal awards when audits required by
this part have not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this par:, Federal agencies and pass-through
antities shall take appropriate action using sanctions such as:

{ay Withholding a percentage of Federal awards until the audit is
compleced satisfactorily;

() Withholding or disallowing overhead costs;
(o) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

g . 230 Audit costs.

{a) Bllowable 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 comnsidered a direct cost or an allocated

indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FAR) (48
CFR parts 30 and 31}, or other applicable cost principles or regulations.
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(a) Prograr-specific audit guide available. 1In many cases, & program-
specific audit guide will be available to provide specific guidance to the
auditor with respesct to internal control, compliance reguirements, suggested
audit procedures, and audit reporting requirements. The auditor should
contact the Cifice of Inspector General of the Federal agency Lo determine
whether such a guide is availakble. When a current progran-specific audit

guide is available, the aunditor skall follow GAGAS and the guide when
performing & program-specific audit.

(k) Program-specific audit guide noi available. {1) When a program-
pecific sudit guide is not available, the auditee and auditer shall nave
asically the same responsibilities for the Federal program as they would have
or an audit of a major program in a single audit.

12) The auditee shall prepare the financial statement{s; for the
Federal program that includes, at a minimum, a schedule of expenditures of
Federal awzrds for the program and notes that descripe the significant
accounting poelicies used in preparing the schedule, a summary schedule of
pricr audit findings consistent with the reguirements of $  .315!{p), znd a
corrective action plan consistent with the reguirements of §_ .315({c).

(31 The auditor shall:

(i} Perform an audit c* the financisl statement (s) for the
program in accordance with GAGAS;

Federa

{11} Obtain an understanding of internal control and
perform tests of internsl contreol over the Faderal program cornslistent with the
requirements cof § .B00({c) for a masor program;

{3ii) Perform procedures to determine whether the auditee
omp!led with lawg, regulations, and the provisions of contracts or grant
reements that couid have a direct and material effect on the Federal program
nsistent with the reguirements of §__ .500(d) for a major program; and

ATTACHMENT E ..........
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P4 The auditor's reporti{s) may 5e in The form ¢f elther
comhined or separate reports and may be organized 2ifferently from the manner
ore ed in fthis secolon. The sudifor's rencrtisy shall state that the audit
was conducted in accordance with this part and iInciude tne following

to whether

(%} An opinion (or disclaimer of opinion) as
the firanclal statement{s) of the Federal program is presznted fairly in all
marterial respects in conformity with the stated accounting policies;

(ii)y A report on internal control related to the Federal
program, which shall describe the scope of testing of internal control and the

results of the tests:

{1ii; A report on compliance which includes an opinion (or

discieimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of contrazts or grant agreements which couid
have a direct and material effect on the Federal program;: and

{(iv) A schedules of findings and dquestioned costs for the
Federal program that includes a summary of the auditor's results relative to
the Federal program in a format consistent with §_  .505(d) (1) and findings
and guestioned costs consistent with the requirements of §  .505(d) (3).

(<) Report submission for program-specific audits.
1) The audit shall be completed and the reporting required by paragraph
(c) (2) or (e} (3) of this section submitted within the earlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a dififerent period is specified in a program-
specific audit guide, (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after recelpt of the auditor’s
report (s}, or 13 months after the end of the audit period, unless a differsnt
period 1s specified in a program-specific audit guide.) Unless restricted by
law or regulation, the auditee shall make report copies availlable for public
inspection.

(2} When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §_ .320(b), as applicable to a
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. A&also, the auditee shall
submit to the rsderal awarding agency or pass—through entity the reporting
required by the program-specific audit guide.

(33 When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s} of the Federzl program, a summary schedule of prior audit
findings, and & corrective action plan as described in paragraph (b) ({2) of
this section, and the auvditor’'s report(s) described in paragraph (b) {4) of
this secticn. The data collection form prepared in accordance with
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Vﬂp@**'nu pachkage - gl tity, the subreciprent snall provide
writter: noxif;cat_on t¢ the pass-ihzrough entity, consistent witTh the
requirements ci § 320¢(e) {2) X subrecipient may submit a copy of the
reporting package_gg the pass-ihrough entity to comply with this notification

reguiremaent.

g Other secticons of tTric part mav anply. Frogram-specific saudits
&re subject to § .100 through &  .215(b), § L2200 through § L230,
&g .300 threough & .305, §  .315, §  .220(f} through § L3203}, § .400

through § .405, § .510 through & .515, and other referenced provisions
of thls part unless contrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

Subpart C--Auditees
) .300 Zuditee responsibilities.

Tne auditee shall:

{a) Identify, in its accounts, all Federal awards recezved and
expended and the Federal programs under which they were received. Federal
program and award identification shell include, as applicabkle, the CFDA title
and number, award number and year, name of the Federal agency, and name of the
pass-through entity.

(b) Maintain internal control over Federal programs that provides
reazsonable assurance that the auditee is managing
Federal awards in compliance with laws, regulatioms, and the provisions oI
contracts or grant agreements that could have & material effect on each of its
Federai 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
cf expencgitures of Federal awards in accordance with § L3140.
{e) Ensure that the audits reguired by this part are properly

performed and submitted when due. When extensions fto the report submission
due date required by §__ .320{a) &re granted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse deslignated by CMB
and each gass-through entity providing Federal awards of the extension.

{(f) Fcllow up and take corrective action on audit findings, including
preparation of a summary schedule of pricr audit findings and a corrective
action plan in accordance with § .315¢{bY and § .315(c), respectively.

& . 305 huditor selection.
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procarng asd £l 28 21L&
cribed oy thne = i riinTeks
r "A-102 Common Ru: plisn Marzoh L1,
1 ert appropriate UFR citatiorn’, Circular
£ ! rements Ior Grants and Agreements with
er E on, spitals and Other Non-Profit
Organizations,™ or the FAR {48 CFR part 42, as appligable (OMB Circulars zre
available from the 0ffice of Administration, Publications 0ffice, room 2200,
Mew Executrive Office Bullding, Washington, DC 20503). Whenever possible,

auditees shall make positive efforts to utilize small businesses, minority-
owned firms, and women's business enterprisses, in procuring audit serviZes as
stated in the A-102 Common Rule, OMB Circular A-110, or the FAR (48 CFR part
42}, as applicable. 1In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
congidered in evaluating each proposal for audit services inciude the
responsiveness to the request for proposal, relevant experience, availability
of staff with professional gualifications and technical abilities, the resulcs
of external quality contrel reviews, and price.

(k) Restriction on auditor preparing indirect gogt propesals. An
auditor who prepares the indirsct cost proposal or rcost allocation plan may
not alse be selected to perform the audit required by this part when the
indirect costs recovared by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allecation plan and any subsequent years in
which the resulting indirect cost agreement or cost allocation plan is used to
recovar costs. To minimize any disruption in existing contracts for audit
services, this paragraph appliss to audits of fiscal years beginning after
June 30, 1998.

(c) Ugze of Federal auditorsgs. Federal auditors may perform ail or mpart
of the work required under this part if they comply fully with the
requirements of this part.

§ .310 Financlial statements.

{a) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, whers appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the reguirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §  .500{a) and prepare separate financial statements.

(b Schedule of expenditures of Federal awards. The auditee shall
also prepars a schedule of expenditures of Federzl awards for the period
coverad by the zuditee's financial statements. While not reguired, the
auditee may choose to provide information reguested by Federal awarding
agencieg and pass-through entities to make the schedule easier to use., For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for sach award year separately. At a
minimum, the schedule shall:

(1) List individual Federal programg by Federal agency. For
Federal programs included in a cluster of pregrams, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended

shall be shown either by individual award or by Federal agency and major
subdivision within the Federal adgency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Services.
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o Provide totel Federagl aweras expended ndivianal
el program and tioe CFDRE numper or otney :raentiiylng number whnen —ne CFDE

ormac:on Lg not gveilakilie.

{4} Include nictes that describes the significant acsount.ng
wulizies used in preparing the schedule.

(5} To the extent practical, pass-tnrough entitiss ghould
identify in the schnedule the total amount provided to subreciplents from each
Fzderal program

(61 Tnclude, in either the schedule or a note tc the schedule,
~he value of the Federal awards expended in the form of non-cash agsistance,
rhe amount of insurance in effect during the vear, and loans or loan
guarantees outstanding at vear end. While not required, It is preferaple to
present this information in the schedule.

E_ .z215 2audit findings follow-up.

{a) General. The auditee is responsible for follow-up and corrective
acrion on all audit findings. As part of this responsibilicy, the auditee
shall prepare a summary schedule of prior audit findings. The auditee shail
zlsc prepare a corrective action plan for current year audit findings. The
summary Schedule of prior audit findings and the corrective actlom plan shall
include the reference numbers the auditor assigns to audit findings under
§  .310{c). Since the summary schedule may include audit findings from
multiple years, it shall include the £iscal year in which the finding
initially occurred.

(b Summary schedule of pricr audit findings. The summary schedule of
pricr audit findings shall report the status of all audit findings included in
the prior audit's schedule of findings and guestioned costs relative to
Federal awards. The summary schedule shall alsc include audit findinge
reported in the prior audit's 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 (b){4) of this section.

{1} wWhen audit findings were fully corrected, the summary
schedule need only list the audit findings and state that corrective acticon
was taken.

{Z} When audit findings were not corrected or were only
partiazlly corrected, the summary schedule shall describe the plannsad
corrective action as well as any partial corrective action takem.

(3) When corrective action taken is significantly different Irom
corrsctive action previously reported in a corrective action plan or in the
Federal agency's or pass-through entity's management decision, t“he summary

schedule shall provide an explanation.

t4) When the auditee believes the audit findings are no longex
valid or do not werrant further action, the reasons for this position shail be
described in the summary schedule. & valid reason for considering an audit
finding as not warranting further action is that all of the following have
occurred:

(il Two years have passed since the audit repsrt in which

17
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feo) Corrective acticon wian. At the completion of the “he
audirtee ghall prepare a corrective action plan to address =ach finding
included In the surrent yesar auditor's reports. The corrective action plan
shall provide the namefs) of the zontact personfs) responsible for corrsctive

ction, the corractive action planned, and the anticipated completion date.

az
If the audmuen does not agree with the audit nLnd“ngs or believes corractivs
acticn 1g not re then the corrective action plan shall include an
explanation and fic reagons.
§ .320 Report submission.

{a) General. The audit shall be completed and the data collsction

form described in paragraph (b} of this section and reperting package
described in paragraph (e} of this section shall b= submitted within the

earlier of 30 days after receipt of the auditor’'s reportis), or nine months
after the end of the audit period, unless a longer pe*lod is agread to in
advance by the cognizant or oversight agency for audit. (However, for fiscal

vezars beginning on or before June 30, 1998, the audit shall be completed and
the datz collection form and reporting package shall bs submitted within the
@arlier of 20 days after receipt of the auditor’s reportis), or 13 months
after the end of the audit period.) Unless restricted by law or regulation,
the auditee shall make copies available for puklic inspection.

(o) Data Collsction. {1} The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides informaticn about the auditee, its Federal programs, and the
rasults of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse designated by OMB, and include data elements zimilar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial cofficer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanving the form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elements:
{1} The type of report the auditor issued on the financial statements of
' the auditee (i.e., unqualified opinion, gqualified opinion, adverse
opinion, or disclaimer of opinion).
{ii) Where applicable, a statement that reportable conditions in internal

control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

(13i} 2 statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iwv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

(v The type of report the auditor issued on compliance for major

is
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Federal program, as applicakle.

2t The name of each Federal program and 1dentification of each major
program. Individual programs within a zluster of programs should be
“igsted ir the same level of detail as they are listed in the schedule
of expenditures of Federal awards.

(32] The amount of expenditures in the schedule of expenditures cf Federal
awards associaced with each Federal program.

(xii} For each Federal program, a yes OT no statement as Lo whether there
are audit findings in each of the following types of compliance
reguiremencs and the total amount of any guestioned coSts:

(A} Activities allowed or unallowed.
iB) kllowable costs/cost principles.
o] Cash management.

{D} Davis-Bacon &ct.

E) Eligibility.

Equipment and real property management.

Matching, level of effort, earmarking.

Period of availabiliity of Federal funds.

Procurement and suspension and debarment.

Program income,

Real property acquisition and relocation assistance.
Reporting.

Subrecipient monitoring.

Special tests and provisions.

EECORGLED

(xiid) Auditee Name, Employer Identification Number(s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.

{xiv) auditor Name, Name and Title of Contact Person, Auditor Address,
auditor Telephone Number, Signature, and Date.

{xv) Whether the auditee has either a cognizant or oversight agency for
audit.
{xvi) The name of the cognizant or oversight agency for audit determined in
accordance with § .400{a) and § .400(b), respectively.
Iy Using the information included in the reporting package

described in paragraph (¢} of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to Dbe
included as part of the data collection form that indicates, at & minimam, the
soures of the information included in the form, the auditor’s responsibility
for the information, that the form is not a substitute for the reporting
package described in paragraph {c) of this section, and that the content of

19 pal
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oy Reporting package. The regorting package shall include the:

[z} Financial statements and schedule of sxpenditures of
Faderai awards discussed in § .310{a) and § .3101{b), respectively;

i) summary schedule of pricr audit findings discussed in
§ .315(b};

(2 kudiror'gs report st discuszed In § L5005, and

(4) Corrective action plan discussed in § L315(ec) .

(d: Submission to clearinghouse. All auditees shall submit to the
Federal clearinghouse designated by OMB the data collecticn form described in
paragraph (b) of this section and ons copy ©of the reporting package described
in paragraph (c) of this section for:

(1) The Federal clearinghouse to retain as an archival copy;
and
(2} Each Federal awarding agency when the schedule of findings

and guestioned costs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly.

(e} Additional submission bv subrecipients. {1} In addition to the
requirements discussed in paragraph {d) of this section, auditess that are
also subrecipients shall submit to each pasgs-through entity one copy of the
reperting package described in paragraph {e¢) of this section for each pass-
through entity when the schedule of findings and questioned costs disclesed
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through =sntity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not reguired to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrecipient shall provide written notification teo the pass-through entit
that: an audit of the subrecipient was conducted in accordance with this part
{including the pericd covesred by the audit and the name, amount, and CFDA
numper of the Federal award({z) provided by the pass-through entity},; the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph {¢) of this section tec a pass-through entity to comply with thisg
notification reguirement.

(£) Regquests for report copies. In response to reguests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c¢) of this section and, if
requestad, a copy of any management letters ijssued by the auditor.

(g) Report retention regujrements. Auditees shall keep one copy of
the data colliection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (¢} of this section on
file for three years from the date of submission to the Federal clearinghouse

20
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=Y Electronic filing. Nothing in this part shall preclude electronic
cubmiscions to tne Federal clearinghouse in such manner = may be approved by
OME. With OME approval, the Federzl clearingnouse may pilot test methods of
electronic submissicns.

Subpart D--Federal Agencies and Pass-Through Entities
g L4000 Responsibilities.

fa) Cognizant agency for audit responsibiiities. Recipients expending
more than S$25 million (£50 million for fiscal vears ending after December 21,
2003) a vear in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unless
OME makes a specific cognizant agency for audit assignment.

Following ig effective for fiscal years ending on or befcre December 31, 2003:
To provide for continuity of cogmizance, the determination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
“he recipient's fiscal years ending in 1995, 2000, 2005, and every fifth year
thersafter. For example, audit cognizance for periods ending in 1987 through
2000 will be determined based on Federal awards expended in 15%5.  (Howsver,
for States and local governments that expend more than $25 million a year in
Federal awards and have previously assigned cognizant agencies for audit, the
requirements of this paragraph are not effective until fiscal years beginming
after June 30, 2000.)

Following is effective for fiscal years ending after December 321, Z2003:

The determination of the predominant amount of direct funding shall be based
upon direct Federal awards expended in the recipient's fiscal years ending in
2004, 2009, 2014, and every fifth year thereafter. For example, audit
cognizance for periods ending in 2006 through 2010 will be determined based on
Federal awards expended in 2004. (However, for 2001 through 2005, the
cognizant agency for audit is determined based on the predominant amount of
direct Federzl awards expended in the recipient's fiscal year ending in 2000).

Notwithstanding the manner in which audit cognizance 1is determined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit, Within 20 days after any
rezssignmant, both the old and the new ¢ognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and lisison to auditees and
auditors,
(2) Coneider auditee reguessts for extensions to the report
° £
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avdizs made ov non-Fedérsl auditors, and provide the results, when
AppropYiats, to sther interssted organizations

Promptly inform other affected Federal agsncies and

(4]
appropriate Federal law enforcement officials of any direct reporting by the
audiceze or i1us auditor of irregulavities or illegal acts, as reguired by GBGARS
or laws and regulations.

(%) Advise the auditor and, where appropriate, the auditse oI

any deficisncies found in the audits when the deficiencies require corrsctive
acticn by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action Is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadeguacies or
repecritive subsztandard periormance by auditors shall bs referred to
appropriate State licensing agencies and professional bodies for disciplinary
action,

(6) Coordinate, ©o the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, szo that the additional audits or reviews build upon
audits pericrmed in accordance with this part.

(7 Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

(8} Coordinate the audit work and reporting responsibilities
among auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under § .220, consider
auditee reguests to gualify as a low-risk auditee under § .530(a) .

(b) Oversight agency for audit regspongsibilitieg. BAn auditee which
does not have a designated cognizant agency for audit will be under the
general oversight of the Pederal agency determined in accordance with

§ .2105. The oversight agency for audit:

{1) Shall provide technical advice to auditees and auditors as
ragquested.

(2) May agsume all or some of the responsibilities normally

performed by a cognizant agency for audit.

{c) Federal awarding adency resvonsibilities. The Federal awarding

agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing each recipiesnt
of the CFDZ title and number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the PFedersl
agency shall provide information necessary to clearly describe the Federzl
award,

(2) Advise recipients of reguirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

(33 Ensures that audits are completed and reports are received

22
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perferm the following for the Federal awaras 1t makes:

ldantify Federzl awards made by informing each

1
subrecipient of CFDA title and number, award npame and number, award year, 1iT
the award is E&Dl, and pame of Federal agency. When some of this informarion
iz not available, the pass-through entity snall provide the bpest information

availakble —o describe the Federal award.

(23 advise subrecipients of reguiremsnts imposed on them by
Federal laws, regulations, and the provisions of contracts or grant agreements
as well as any suppilemental reguirements imposed by the pass-through entity.

(3) Monitor the activities of subrecipients as necessary to
ensure that Federal awards are used for authorized purposes in compliance with
laws, regulations, and the provisions cf contracts or grant agresements and
that performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 ($500,000 for
fiscal vears ending after December 31, 200%) or more in Federal awards during
the subrecipient's fiscal year have met the audit reguirsments of this part
for that fiscal year.

(5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective action.

{6} Consider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

{7) Reguire each subrecipient to permit the pass-through
entity and auditors to have access to the records and financial statements as
necessary for the pass-through entity to comply with this part.

B .405 Managemant decision,

(a} General. The management decision shall clearly state whether or
not the audit finding is sustained, the reasons for the decision, and the
expected auditee action to repay disallowed costs, make financial adjustments,
or take other action. If the auditee has not completed corrective action, a
timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may reguest
additional information or documentation from the auditee, including a reguest
for auditor assurance related to the documentation, as a way of mitigating
diszllowed costs. The management decigion should describe any appeal process
available toc the auditee.

‘b Federal aqgency. As provided in § .400¢{a) (7), the cognizant
agency for audit shall be responsible for coordinating a management decision
for audit findings that affect the programs of more than one Federal agency.

23
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< Pass-chrough entity. As provided in §  .400(4) (3) ., the pass-
through enticy shall be responsible for making the manageman:c descision for
aucd:t findings that relats to Federal awards it makes ©o subrescipisnts.

i) Time reguirements. The entizy responsible for making the
maviagement decisiosn shall do so within siz months of receipt of the audit
reporc. Corrective action should be initilated within six months after raceint

2f the audit report and procesed as rapidly as possible.

fe) Eeference numbers. Manadgement decisions shall include the

raference numirers the azuditor assigned to zach audit finding in accordance
with §  .510(e}.

Subpart E--Auditors
§ .500 Scope of audit.

(a) Geperal. The audit shall be conducted in accerdance with GRGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizatiomal units which expended or
otherwise administersd Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statsments and schedule of
expanditures of Federal awards for each such department, agency, and cother
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and scheduls of expenditures of Federal awards shall
be for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
respects in conformity with generallv accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federa
awards is presented falrly in all material respects in relaticn tc the
auditee's financial statements taken as a whole.

{c) Internal contrel. (1) In addition to the requirements of CGAGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low
assegsed level of control risk for major programs.

(2} Except as provided in paragraph {(¢) (3} of this section,
the auditor shall:

(i} Plan the testing of internal control over major
programs to support a low assesged level of contrel risk for the assertions
relevant to the compliance reguirements for 2ach major program; and

(ii) perform testing of intermal control as planned in
paragraph {e) (2) (i} cf this section.

() When internal control over some or all of the compliance
reguirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (e) {2) of this sgecticn are not reguired for those compliance

reguirements. However, the auditor shall report a reportable condition
(including whether any such condition is a material weakness) in accordance
with § .510, agsess the related control risk at the maximum, and consider

whether additional compliance tests are required because of Ineffective
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(2 The principsa: compliance reguirements applicabie To most
Federal programg and Lhe compllance :equ;re wents of che largest Federal
L - supplemnaent .

rograns are inciuged in the comgl

ED) For the compliance reguirementes related Lo Federal
programs contained in the compliance supplement, an audit of these compliance
regulrements will meet the reguirements of this part. Where there have been
changes to the compliance reguirements and the changes are not reflected in
the compliance supplement, the auditor shall determine the current compliance
regulrements and mod'fy the audit procedures accordingly. For those Federal
Drograms not coveved in the compiiance cupplnmen , the auditor should use the
types of complliance reguirements contained in the complﬂance supplement as
guidance for identifying the types of compiiance reguirements to test, and
devermine the reguirements governing the Federal pregram by reviewing the
provisions of contracts and grant agreements and the laws and regulations
referred To in such contracts and grant agreements.

!

R

(4} The compliance testing shall include tests of transactions
and such other auditing procedures mecessary to provide the auditor sufficient
evidence to support an cpinion on compliance.

(e} adudit follgw-up. The auditor shall follow-up on prior audit
findings, perform procedures to assess the reasonableness of the summary
schedule of prior audit findings prepared by the auditee in accordance with
§  .315(k), and report, as a current year audit finding, when the zuditoer
concludes that the summary schedule of prior audit findings materially
misrepresents the status of any pricor audit finding. The auditor shail
perform audit follow-up procedures regardless of whether a prior sudit finding
relates to a major program in the current year.

(£} Data Ccllection Form. &As required in § .320(b} (3}, the auditor
shall complete and sign specified sections of the data collection form.

13 .505 Audit reporting.

The auditor's report(s) may be im the form of either combined or
separate reports and may be organized differently from the manner presented in
this section. The auditor's report (s) shall state that the audit was
conducted in accordance with this part and include the following:

(a) Zn opinion (or disclaimer of opinien} as to whether the financial
statements are presented fairly in all material respects in conformity with
generally accepted accounting principles and an cpinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federal awards is
presented fairly in all material respects in relatlion to the financial
ztatements 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 guestioned costs degcribed in paragraph
(d) of this section.

{c} A repcrt on compliance with laws, regulations, and the provisions
of contracts or grant agreements, noncompliance with which could have =z
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ie of findings and guestioned cosis whizh sha.l inciuds
components:

il 2 gummary oI the auditor's resulcs whizh shall include:

{1} The type of raport the auditecr 1ssued on the
financial statements of the auditee (i.e., ungualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion};

{14} Where applicable, a statement that repcrtable
conditions in internal control were disclosed by the awdit of the financial
statements and whether any such conditions wers material weaknesses;

(iii) 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(ivy) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whether any such conditions ware material weaknesses;

) The type of report the auditor issued on compliance

i

v
for major programs (i.e., ungualified opinion, gualiiied opinion, adverss
opinion, or disclaimer of opinion);

{vi) A statement as to whether the audit disclosed any
audit findings which the auditor is required to report under § 510 (a);

{vii) An identificatiocn of major programs;

{(viii)The dollar threshold used to distinguish betwean
Type A and Type B programg, as described in § .520(b); and

(i) E statement as to whether the auditse gualified as
a low-risk auditee under § .530.

(2) Findings relating to the financial statements which are

regquired to be reported in accordance with GAGAS.

(3) Findingsg and questioned costs for Federal awards which
shall include audit findings as defined in § 510 (a).
(i) Audit findings f{e.g., internal contrel findings,

compliance findings, gquestioned costs, or fraud) which relate to the same
issue should be presented as a single audic finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(i1} hRudit 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 rsported 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.

g .510 Audit findings.
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reportacie conditions which are individually or cumulatively
SEes
fz) Material nonczompliance with the provisions ol laws,
regulatzone, comiracts, or grant agreements related To & mEjor program. The

aud.tor's determination of wherher a noncompliance with the provisiong of
laws, regulaticne, contracts, oY grant agreementse is material for the purpose
of reporting an audit finding g in relation to & type of compliance
requiremant for & major program or ar audit objective identified in the
compliance supplement.

(33 ¥Ynown guestioned costs which are greater than $10,000 for
a type of compliance reguirensnt for a major program. Known guestioned codts
are those specifically identifiled by the auditor. In evaluating the effect of
guastioned costs con the opinion on compliance, the auditor considers the best
estimate of fotal costs guestioned (likely guesticned costs), not just the
gquestionad costs specifically identified (known guestioned costs). The
auditor shall also report known guestioned costs when likely guestioned costs
are greater than 310,000 for 2 type of compliance reguirement for & major
program. 1n reporting gquestioned costs, the anditor shall include information
to provide proper perspective for judging the prevalence and conseguences of
the gusstioned costs.

a Federal program which is not audited as a major pregram. Except for audic
follow-up, the auditor is not reguired under this part to perform audit
procedures for such a Federal program; therefore, the auditor will normally
not find guestioned costs for a program which is not audited as a major
program. However, if the auditor does become aware of questicned costs for a
Pederal program which is not audited as a major program (e.g., as part of
andit follow-up or other audit procedures) and the known guestioned costs are
greater than $10,000, then the auditor shall report this as an audit finding.

(4) Known questioned costs which are greater than £10,000 fox

(5) The circumstancess concerning why the auditor's report on
compliance for major programs is cother than an ungualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and gquestioned costs for Federal awards.

(€} Known fraud affecting a Federal award, unless such fraud
iz otherwise reported as ar audit finding in the schedule of findings and
guestioned costs for Federal awsrds. This paragraph does not reguire the
auditor to make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting
regquirementes of GAGAS.

{7} Instances where the results of audit follow~up procedures
disclosed that the summary schedule of prior audit findings prepared by the
auditee in accordance wilbh § L2158 ({b) materialily misrepresents the status of

any prior audit finding.

(b} Audit finding detail. Audit findings shall be presented in
sufficlient detail for the zuditee teo prepare a corrective action plan and take
corrective action and for rFederal agencies and pass-through entities to arrive
&%t 2 management Gecision. he following specific information shall be
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Lnzoaded, as appllcable, n oaudii findings.

‘1 Faderal program and speciiic rad award identificazion
fuding Che CFDA title and numbzy, Faderal ¥, name oI
T&1 asgency, and name of the applicable pass-through enticy. Wnen
“mation, such as the CFDA ti 2 and numbsr oy Federal award number, s nob

dvai.able, cthe auditor shall provide the best information available o
daescribe the Federal award.

(23 The sriteria or gpecific requirement upon whizh the audit
find.ng Ls based, including statutory, regulatory, sr other citation
(3) The condition found, including factsz that support :ihe

deficiency identified in the audit finding.

{4} Identification of guestioned costs and how they were
computed.

(53 Information to provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall be related to the universe and the
number of cases examined and be gquantified in terms of dollar value.

(6} The possible asserted effect to provide sufficient
information toc the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

{7} Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

() Reference numbers. Each audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy
referancing of the audit findings during follow-up.

§ .515 Audit working papers.

(a) Retention of working paperg. The auditor shall retain working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to the auditee, unless the auditeor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and

reports.

(b1 hAceess to working papsrs. Audit working papers shall be made
available upon regquest to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GRO at the
completion of the audit, as part of a guality review, to resclve audit
findings, or to carry out oversight responsibilities consistent with the
purposas of this part. Access to working papers includes the right of Federal
adgencies to obtain copies of working papers, as is reasonable and necessary.
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ol Srep i L all ZdsnTifv the larger Federal
programe, which shall be , programs. Type b programs are acfined
as Federal programs with expended during the audit period
exce=eding the larger of

(1) £300, 000 or three percent (.02) of total Federal

awzrde expendea in the case of zn auditee for which -otal Federal awards
expended egual or exceed 5300,000 but are less than or equal t©o 5100 million.

(id) $2 million or thnree-tenths of one percent (.002) of
totz]l Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $100 miilion but are less than or egual tc $10
pillion.

(111) £30 million or 15 hundredths of one percent {(.0CLE)
of total Federal awards expended in the case cf an audites for which cotal
Fedeval awards expended exceed £i0 billien.

{2) Federal programs not labeled Type 2 under paragraph (b} (1)
of this section shall be labeled Type B programs.

{2 The inclusion of large loan and loan guarantees {loans)
should not result in the exclusion of other programs as Type B programs. When
& Federal program providing loans significantly affects the number or size of
Tvpe & 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 biernial audits permitted under § .220, the
determination of Type A& and Type B programs shall be based upon the Federal
awards expended during the two-year period,

(c) Step 2. (1)  The auditor shall identify Type A programs which are
low-risk. For a Type A program to be considered low-risk, it shall have been
audited as & major program im at least one of the two most recent audit
periods {in the most recent audit period in the case of a bienmial audit),
and, in the most recent audit period, it shall have had no audit findings
under §  .510(a). However, the auditor may use judgment and consider that
audit findings from questioned costs under §__ .510(a) (3} and §_ .510{a) (4),
fraud under §_  .510({a) (&), and audit follow-up for the summary schedule of
prior audit findings under §_ .510(a) (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria In § _.525(c),
§ .525(d){1), § .525{(d4)(2), and §  .525{d) {3); the results of audit
follow-up; whether any changes in personnel or systems aifecting a Type 2
program have significantly increased risk: and apply professional judgment :in
determining whether a Type A program is low-risk.

(2) Notwithstanding paragraph {e) {1} of this section, OMB may
approve a Federal awarding agency's reguest that a Type B program at certain
recipients may not be considered low-risk. For example, it may e necessary

for a large Type B program to be audited as major each year at particular
recipients to allow the Federal agency tc comply with the Government
Management Reform Act of 19%4 (31 U.5.C. 3515). The Federzl agency shall
not:fy the recipient and, if known, the auditeor at least 180 days prior to the
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2l T Tne fizcal wzar o pe gudised
ey Step . ‘i The auditor shall dzntify Type B programs which ars
C n rofessional judgment and the criceria in §  .525. However,
snouwid the auditor select Option 2 under Step ¢ (paragraph (e) (2) (1) (B) of
tnis sectlion), the auditor is not reguired to identify mors high-risk Typz B
programs than the number of low-risk Type B programs. Except for known

>worable conditions in internal control or compliance problems as discussead

TE
in § .525(b) (1), § .525(b} (2), and § .5254{c) (1), a single criteria in
§ .525 would seldom Zauss a Type B program to be considered high-risk.

1z The auditor is not expected to perform rigk assessments on
relatively small Faderal programs. Thersfore, the auditor is only reguired to
verfsrm risk assessmencs on Type B programs that axcsed the larger of:

(i} $100,000 or three-zenths of cone percent {.003) of
total Federal awards expended when the auditee has less than or equal to 35100
million in total Federal awards expended.

{ii) $300,000 or three-hundredths of one percent (.0003}
of total Federal awards expended when the auditee has more than 5100 million
in total Fasderal awards sxpended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type R programs, except The auditor may exclude any
Type B programs identified as low-risk under Step 2 (paragraph (c}{l) of this
saection) .

(2y (1) High-risk Type B programs as identified under
either of the following two cptions:

{n) Option 1. At least one half cf the Type B
programs 1dentified as high-risk under Step 3 (paragraph (d) of this section},
except this paragraph (e) (2) (i) () does not reguire the auditor to audit more
high-rigk Types B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B) Option 2. One high-risk Type B program for
each Type A program identifisd as low-risk under Step 2.

{ii) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (1) (&) or (B},
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Types B programe to be audited as major over a period of

time,

(3} Such additional programs as may be necessary to comply
with the parcentage of coverage rule discussed in paragraph (£) of this
section. This paragraph (e) (3) may reguire the auditor te audit more programs

as major than the number of Type A programs.

(£} Percentage of coverage rule. The auditor shall audit as major
programs Fazderal programs with Federal awards expended that, in the aggregate,
encompass at l=zast 50 percent of total Federal awards expended. If the
auditee meets the criteria inm §_ .530 for a low-risk 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.

() Documentation of rigk. The auditor shall document in the working
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1} Devizr:on from use of risk griteris. For first-year audits, the
auditor may elsct to deLermine major programs as all Type A programs plus any
Tvpe B programs &s Necessary to meet the percentage of coverage rule discussed
in paragraph (£} ¢f this section. Undex this option, the auditor wouid not be

regquired to perform the procedures discussed in paragraphs (¢}, (&), and (e}
qf thhis section.
{1} 2 first-year audit is the first year the entity 1s audited

under this part or the first year of & change of auditors.

{2) Te ensure that a fregquent change of auditors would not

preclude audit of high-risk Type P programs, this election for first-year
audits may not be used by an auditee more than once in every three years.

§  .B25 riteria for Federzl program risk.

{a) Generzl. The auditor's determination should be based on an
overall evaluation of the risk of noncompliance occurring which could be
material to the Federal program. Ths auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b}, (¢}, and (d) of this
section, to identify risk in Federal prog*ams Also, as part of the risk
analyegis, the auditor may wish to discuss & particular FPederszl program with
auditee management and the Federzl agency or pass-through entity.

{b) Current and prior audit experience. (1) Wsaknesses in intermal
control over Federal programs would indicate higher risk. Consideration
should be given to the conrrol environment over Federal programs and such
factors as the expectation of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agreements and the
competence and experience of personnel who administer the Federal programs.

(i) & Federal program administersd under multiple
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shall consider whether weaknesses are isplated
ir a single cperating unit {e.g., one ccllege campus) or pervasive throughout
the entity.

(i1} When significant parts of a Federal program are
passed through to subrecipients, a weak system for meniteoring subrecipients
would indicate higher risk.

{iii) The extent to which computer precessing is used to
administer Federal programs, as well as the complexity of that processing,
should be considered by the auditer in assessing risk. New and recently
modified computer syvstems may alsc indicate risk.

(2) Prior audit findings would indicate higher risk,
particularily when the situations identified in the audit findings could have a
significant impact om a Federal program or have not been corrected.

(3) Federal programs not recently audited as major programs

[ €8]
]
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indizate rask. For exampls, recent monitoring ox other raviews pericrmed by
an oversight entity which disclosed no significant problems would indicats
iowery risk However, monitoring which disclosed significant problems would
indicate higher risk
12y Faderal agencies, with the concurrence of OMB, may

sdent.fy Federal programs which ars higher risk. OMB plans to provide th.s

identification in the compliance supplement.

(d} Inherent risk of the Federal program. (1} The nature of a
Faderal program may indicate risk. Consideration should be given to the
complexity of the program and the extant to which the Federal program
contracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have eligibili-y criteria may be of
higher risk. Federal programs primarily involving staff payroll costs may
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(23} The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-testead regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

{3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For sxample, during the first and last years that
an auditee participates in a Federal program, the risk may be higher due to
starc-up or clossout of program activities and staff.

f4) Type B programs with larger Federal awards expended would
be of higher risk than programs with substantially smaller Federal awards
expended .

g .530 Criteria for a low-risk auditee,

An auditee which meets all of the following conditions for each of the
preceding twe years {(or, in the case of biennial audits, preceding twoe audit
periods) shall gualify as a low-risk audites and be eligible for reduced audit
coverage in accordance with 8§ .520:

{a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit.

(D) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were unqualifisd. However, the
cognizant or oversight agency for auvdit may judge that an opinion
gualification doeg not affect the management cof Federal awards and provide a

walver.

{c) There were no deficiencies in internal control which were
identified as material weaknesses under the regquirements of GAGAS. However,
the cognizant or coversight agency for audit may judge that any identified
material weaknesses do noft affect the management of Federal awards and provide

a waiver.
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT
THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered as of Qctober 1

2008 by and between Ao OHA TnC - _a _AA0 !01/0]:?:-
[corporation, partnership, dba], whose business address is: _ /241 ke Ale iyl .
el Beacd, (13 ZLepr3 . (hereinafter referred to as “Business Associate”),

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of heaith care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and '

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA™) and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations. _

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees fo mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected heailth information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’'s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s} to protected health information in a designated record set that the

Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

. Internal Practices, Business Associate agrees to make internal practices, books and

records, including policies and procedures and protected health information, relating to the
use and disclosure of protected heailth information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Heaith and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an -accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified-in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached. ' '

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify

Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Nofification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissibie under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information; in accordance with the
termination provisions in this Section. ‘

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either: '

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity; ' -

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the viotation to the
Secretary.

¢. Effect of Termination.

Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health

information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business

Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the

protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.

—
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10.

1.

12.

13.

14.

MISCELLANEQUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cosi, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law. _

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney's fees and court

costs, including appeals. N

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Asscciate at the address first stated herein, and to the City at 444 W,

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first

Occurs.,
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Nam'e of Business Associate) -

2 Cepbhe Cds i -

(corporation, partnership, individual)

%fﬂuw;jéf 200 9 By: C)&Wmuénu

(Herson Iegélly,alﬁ) ed to bind organization)

Title: £ e o " Wve o A

, 20 By:

Z.?_, , 2009 By:

(person legally allowed to bind organization)

Title:

CIiTY OF LONG BEACH, a municipal corporation

Assistant City Manager -7

ityf Manager or designee
1] i h i)

The fore%o_ing Agreement is hereby approved as to form this /’% ~ day of
L O 20 J»_?

ROBERT E. SHANNON,
City Attorney or desig

Deputy g I
CHMENT F

PAGE 5 of § PAGES

By:




ATTACHMENT E
PAGE § of 5 PAGES



ATTACHMENT "G’



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. if it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

. The recipient of Federal assistance funds shall provide immediate written notice to the

person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

LU

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 departmentai or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, uniess it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

. Nothing contained in the foregoing shall be constructed to require establishment of a

system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered fransaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
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.

] . b - 4
Agreement Number: Contract Agency: G/VLACVC C/HVH' AN

Name and Title of Authorized Representative: J(;SS LC gy @LUM I‘é’uifu\-

!Q’\/%Muéau/\——» Lﬁmuwa/ S Jor 7

Sig’pégﬂyj o ¢/ Ddte
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behaif of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist fo fully comply with the County's Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any exiension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an empioyee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cocoperative agreement, the undersigned shall complete and submit Standard
Form — LLL "Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: C‘Q’L h’@ CHH I~ -

Name and Title of Authorized Representative: (Y;_s%tc‘!l @uwl fuLC\ Z’-yi Ca it e \D‘f‘c’ L

il s S 9509
Slgi{a{w v J Date
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