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CONTRACT FOR WEED AND SEED SERVICES 

IN POLICE BEATS 4 AND 5 

31110 
THIS CONTRACT FOR WEED AND SEED SERVICES IN POLICE BEATS 

4 AND 5 (this “Contract”) is made and entered, in duplicate, as of February 10, 2009 for 

reference purposes only, pursuant to a minute order adopted by the City Council of the 

City of Long Beach at its meeting on September 23, 2008, by and between 

PEACEPARTNERS, INC., a California corporation (“Organization”), with offices located 

at 741 Atlantic Avenue, Long Beach, California 90813, and the CITY OF LONG BEACH, 

a municipal corporation (the “City”). 

WHEREAS, the City has received a grant from the U.S. Department of 

Justice (“DOJ”) for a program that aims to prevent, control and reduce violent crime, drug 

abuse and gang activity to residents of the City in Police Beats 4 and 5 (the “Weed and 

Seed Program”); and 

WHEREAS, the Weed and Seed Program is designed for neighborhoods 

with persistent high levels of serious violent crime and corresponding social problems 

and is a community-based, comprehensive, multi-agency approach to law enforcement, 

crime prevention and neighborhood restoration (the “Weed and Seed Services”); and 

WHEREAS, as part of the Grant Agreement (“Grant Agreement”) the City is 

required to enter into subcontracts with organizations that provide Weed and Seed 

Services to residents of the City in Police Beats 4 and 5 and the City has selected 

Organization as a sub-recipient of grant funds; and 

WHEREAS, Organization provides Weed and Seed Services to residents of 

the City in Police Beats 4 and 5; and 

WHEREAS, the City wishes to support these services by providing Weed 

and Seed 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 
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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 

in the Contract. 

Section 2. 

A. Organization shall provide Weed and Seed Services to 

residents of the City in Police Beats 4 and 5 in accordance with Attachment “A 
entitled “Statement of Work, Attachment “B” entitled “Budget”, Attachment “C” 

entitled “Office of Management Budget (“OMB”) Circular A-I IO”, Attachment “D” 

entitled OMB Circular A-I 22”, Attachment “E” entitled “OMB Circular A-I 33”, 

Attachment “F” entitled “Health Information in Compliance with the Health 

Insurance Portability and Accountability Act of 1996 Agreement”, and Attachment 

“G” entitled “Certifications Regarding Lobbying; Debarment, Suspension and Other 

Responsibility Matters; and Drug-Free Workplace Requirements”, all of which are 

attached hereto and incorporated by reference. 

B. Organization shall adhere to all policies, procedures, rules 

and regulations established by DOJ and sources including but not limited to the 

OMB Circulars, Code of Federal Regulations, United States Codes, this Contract, 

the City’s contract with DOJ for the funds dispersed under this Contract, and all 

Information Bulletins issued by the City’s Department of Health and Human 

Services, Human and Social Services Bureau. In addition to and without in any 

way limiting the foregoing, Organization shall comply with all laws and regulations 

set forth in 28 CFR Part 70, Attachment “H”. 

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

October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at 
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11 5 9  p.m. September 30, 2009. 

Section 4. 

A. Organization shall affirmatively and aggressively use its best 

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 Two Thousand Dollars ($2,000.00) 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 Health and Human Services, 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 documentation of any 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 
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from the City. Submission of incorrect invoices with ineligible/inallocable expenses 

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

Disallowed Cost Report is intended to provide detail to Organization for the 

purpose of communicating disallowed costs due to reasons of insufficient source 

documentation, ineligible expenses, exceeded line items, and other similar 

reasons. In the event that an item is disallowed in the invoice, Organization will be 

permitted to resubmit the disallowed costs along with adequate source 

documentation, other eligible expenses, and the like in the next invoice. The City 

reserves the right to refuse payment of an invoice (a) received by it thirty (30) days 

after Organization provided the services relating to that invoice; (b) including 

inallocable or ineligible expenses; or (c) for the unauthorized expense of funds 

requiring written approval for budget changes or modifications. 

E. Within thirty (30) days of the date of this Contract first stated 

herein, Organization shall submit to the City invoices, cancelled checks and other 

documentation supporting the charges incurred and required matching funds for all 

expenses incurred prior to the date of this Contract and related to this grant of 

funds. 

F. No later than fifteen (15) days after the completion of each 

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

Organization shall submit to the City a final invoice, scope of work, and 

demographic data of the populations served certified by one of Organization's 

officers or by its Executive Director. The City reserves the right to refuse payment 

of any outstanding invoice if Organization fails to submit a final invoice and reports 

within fifteen (1 5) days of the end of the Operational Year. 

G. If the City is unable to draw down funds from DOJ for 

reimbursement to Organization due to failure of Organization to submit required 

fiscal and programmatic documents within fifteen (15) days after the end of the 

Operational Year, the City cannot guarantee payment to Organization. The City 
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will not be obligated to pay Organization for costs incurred unless DOJ releases 

funds to the City. For this reason, failure of Organization to submit the final invoice 

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

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. 

I. All reimbursement by the City is contingent upon the City’s 

receipt of funds from DOJ. The City reserves the right to refuse payment of an 

invoice until such time as it receives funds from DOJ 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 DOJ, 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 DOJ 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. 
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other City representatives require in order to monitor and evaluate 

Derformance hereunder. The City reserves the right to review and 

of all documentation related, directly or indirectly, to the program 

>ontract, including by way of example but not limited to case files, 

policies and procedures. Organization shall provide all reports, 

i7formation requested by the City within three (3) days after receipt 

oral request from a City representative, unless a longer period of 

expressly stated by said representative. 

If Organization spends $500,000 or more in Federal funds in 

Year, then Organization shall submit an audit report to the City in 

i OMB Circular A-I 33 no later than thirty (30) days after receipt of 

from Organization's auditor or no later than nine (9) months after 

'3perational Year, whichever is earlier. If Organization spends less 

in Federal grant funds in an Operational Year, submission of the 

cptional. 

'3 .  

In the performance of this Contract, Organization shall not 

a(gainst any employee, applicant for employment or service, or 

because of race, color, religion, national origin, sex, sexual 

DS, AIDS related condition, age, disability or handicap. 

shall take affirmative action to assure that applicants are employed 

that employees and applicants are treated during employment or 

regard to these categories. Such action shall include but not be 
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limited to the following: employment, upgrading, demotion or transfer; recruitment 

or recruitment advertising; lay-off or termination; rates of pay or other forms of 

compensation; and selection for training, including 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 
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assignment or delegation. 

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

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

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

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

and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly 

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

agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”), 

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

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

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

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

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

shall notify the City of any Claim within ten (IO) 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 IO. 

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 IS0 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 
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not be limited to broad form contractual liability, cross liability, independent 

contractors liability, and products and completed operations liability. The 

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

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

endorsement form or on an endorsement equivalent in scope to IS0 form 

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

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

and Commissions and their officials, employees and agents. 

(2) Workers’ Compensation insurance as required by the 

California Labor Code. 

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

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

(4) Professional liability or errors and omissions insurance 

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

(5) Commercial automobile liability insurance (equivalent 

in scope to IS0 form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto) 

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

combined single limit per accident. 

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

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

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

safeguard the proper handling of funds by employees, agents or 

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

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

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

Organization’s Commercial General Liability insurance shall not exclude coverage for 

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

coverage, it can request a waiver of this coverage from the City. The City’s Risk 

9 
LT:bg A08-00999 
L:\Apps\CtyLaw32\WPDocs\D002\P006\00160114.D0C 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

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

satisfaction of the City’s Risk Manager that Organization has no exposure, that the 

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 Health and Human Services, who will forward it to the 

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

Waivers will be considered on a case by case basis. 

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

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

hidher designee and shall protect the City, its Boards and Commissions, and their 

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

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

or deductible provisions. Each insurance policy shall be endorsed to state that 

coverage shall not be reduced, non-renewed or canceled except after thirty (30) 

days prior written notice to the City, and shall be primary and not contributing to 

any other insurance or self-insurance maintained by the City. Organization shall 

notify the City in writing within five (5) days after any insurance required herein has 

been voided by the insurer or cancelled by the insured. 

C. Organization shall require that all contractors and 

subcontractors that Organization uses in the performance of services hereunder 

maintain insurance in compliance with this Section unless otherwise agreed in 

writing by the City’s Risk Manager or hidher 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 
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required herein, furnish to the City certificates of insurance and endorsements 

evidencing renewal of such insurance. The City reserves the right to require 

complete certified copies of all policies of Organization and Organization’s 

contractors and subcontractors, at any time. Organization shall make available to 

the City’s Risk Manager or hidher designee during normal business hours all 

books, records and other information relating to the insurance coverage required 

herein. 

E. Any modification or waiver of the insurance requirements 

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

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

hidher designee may require that Organization, Organization’s contractors and 

subcontractors change the amount, scope or types of coverages required herein if, 

in his or her sole opinion, the amount, scope or types of coverages herein are not 

adequate. 

F. The procuring or existence of insurance shall not be 

construed or deemed as a limitation on liability relating to Organization’s 

performance or as full performance of or compliance with the indemnification 

provisions of this Contract. 

Section 11. 

A. 

DOJ and as required herein. 

B. 

Organization shall provide reports as required by the City and 

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, 
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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 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. 

C. Organization shall provide Weed and Seed Services to 

residents of the City in Police Beats 4 and 5 with assistance in obtaining: 

(1) Law Enforcement Services, Community Policing 

Services, Prevention/lnterventionmreatment Services and Neighborhood 

Restoration Services that will contribute to the prevention, control and 

reduction of violent crime, drug abuse and gang activity. 

D. Organization certifies that it will comply with all documents, 

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

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

promulgated by DOJ. 

E. Organization shall execute the Certifications Regarding 

Lobbying; Debarment, Suspension and Other Responsibility Matters; and Drug- 

Free Workplace Requirements in the form shown on Attachment “G”. 

Section 12. Organization certifies that it has established a Drug-Free 
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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 DOJ based on information submitted by Organization to the City. The City shall act as 

the primary contact for Organization to DOJ for services provided under this Contract. 

The City shall facilitate directly to DOJ 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 2525 Grand Avenue, Long Beach, California 90815 Attn: 

Manager, Bureau of Human and Social Services, 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 hidher 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 
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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. 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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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. 

PEACEPARTNERS, INC., a California 
corporation 

4- 2 , 2009 

4- a , 2009 

Type or Print yame 

Type or Print Name 

“0 rg a n iza t i o n” 

CITY OF LONG BEACH, a municipal 

/ I  Manager - T  
P .  ic c k ’ l  c;a 
flm BdTX G P M z m .  

“City” V 
This Contract is approved as to form on -y zd  , 2009. 

BY 
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Attach me n t “A” 



City of Long Beach 
Police Beats 4 and 5 Weed and Seed Grant 2008 - 2009 

Scope of Work 

Goals: 
' f  

AGENCY NAME: PeacePartners, Inc. CONTRACT NUMBER: 30634 

Total QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4 
Goals 1011 -1 2/31 111-3131 411 -6130 711 -8130 

('-Year) Actual I Cumulative Actual I Cumulative Actual I Cumulative Actual I Cumulative 

Program Objective: To provide violence prevention skills classes to members of Weed and Seed Grant services agencies and/or their staff. 

1. To facilitate a training program of Weed and Seed Grant 
participants in PeaceBuilders, a science-based and research- 
validated youth violence prevention curriculum. 1 class for 20 adult 
ParticiPants 0 100 Der DarticiDant. 

Total Unduplicated Clients Served: 

1/14/2009, 3 2 5  PM 



Attach m e n t " B" 



CITY OF LONG BEACH 
Police Beats 4 and 5 Weed and Seed Grant 2008 - 2009 

Program Budget for Peacepartners. Inc. City Contract # 30634 

ITEMlPERSONNEL 
~ ~~ 

BUDGET JUSTIFICATION 



Attachment “C” 



PILocUILEI\mt.I” S’I’INMILUS PART 215-UNIFORM ADMINISTRA- 
TIVE REQUIREMENTS FOR GRANTS 215.4(1 purpose of procureiiiont st;lndnrds. 
AND AGREEMENTS WITH INSTITU- 216.41 I~eclpleilt responslb~l l~~es.  
T~ONS OF HIGHER EDUCATJON, 
HOSPITALS, AND OTHER NON- 216.44 procurenlent proceuuves. 
PROFIT ORGANIZATIONS (OMB 216.45 Cost ant1 price analysis. 

21G.42 codes or conuucl. 
215.43 Competltlon. 

21fr.413 Procurenlent. records. 
216.47 Con tract adniinis trati on. 
216.48 Contract provlslons. 

CIRCULAR A-7 7 0) 

8ec. 
216.0 About. this part. 

Subpart A-General 

215.1 Purpose. 
215.2 Deiinltions. 
215.3 Effect on other issuances. 
215.4 Deviations. 
215.5 Subawaras. 

Subparl 8-Pre-Award Requirements 
zilr.10 Purpose. 
216.11 Pre-award policies. 
215.12 Forms for applying for Federal assist- 

215.38 Deharnienl and suspension. 
216.34 Special award .conditions. 
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iirr!x:rlli(~!s p~111ci c:; 01’ specific: r w u l w  
riii!i):;s I,hal. differ from the r,l;anclards 
~ircivltlc!d in t h t s  par!,, t,hc: provisions o f  
Llii! nI;;i.r,iil;c shall govern 

(2) ‘ rhc provisions or subparts A 
Ltiroii$!?~ I) of t h l s  parl, riha.11 iii: a p p h d  
11.y li’c!(lcral aKenc:loH I;o reclpiantr;. Re. 
c~~iioiii;s ::hs.ll a.pply I;hc Drovlulonr; 01 
I,h(i!w ~ ~ u l i ~ : ~ , r ~ ; ~ i  I;(] subreciplonfx Par- 
lormi I 11 [: :IU 11:: ~ a . n  \; I ve work under gran til 
;i.iid agrc?omenI;s l;h;L?, are pae~ed 
Liiroiirh or a.w;J,rtlod by t l ro  ~ir1uiar.y re- 

ti~~iil;lonfi de.sc:rlbod In paragraph (a) of 
khls aoctlon. 

(3) Thtfi pa.rl; doos 1 1 0 1 ,  apply Lo  grants, 
(xiiit,ra~t,!i, 01’ o thc r  agraemontfi he- 
t;wwn Llie F‘etleral Government and 
u i i l f ~  of Statx or local governments 
ccivered by  OMB Circular A-102, 
”C4rants and Cooperative Agreements 
with State and Local ~+overnmonts”~  
;.nd the Federal agencies’ grants man- 
agement, common rule (see $215.5) 
winch standardize the administrative 
rc!cluiremmts P‘ederal aEoncies lmpose 
011 State and local Rrantees. In addl- 
t.!on, suhwards arid contr,zctr; t o  State 
or looal governnientfi are not, covered 
h y  Lhlfi part. However, 1;hl.s part, appllc?s 
t.o subawards made by S ta te  and loc:al 
govcrnincmts t o  organizati ons covered 
by  Lhis part. 

(4) F‘edcral agenci.es may apply the 
provisions of subparts A through D Of 
this part, t o  oommercial organizations, 
foroign governments, organiZatiOnE 
under tho .jurisdiction of foreign goV- 
cmnients, a n d  international organiza- 
tions. 

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

( l j  Issuing and maintaining the guid- 
ance in this pa r t ,  

(2) Interpreting the policy require- 
ments in this p a r t  and providing assisb 
ance to ensure effective and efficient 
implementation. 

(3) Reviewing Federal agency regula- 
tions implementing the guidance in  
this part, as required by Executive 
Order 12866. 

( 4 )  Granting any  deviations to Fed- 
eral agencies from the guidance in this 
part, as provided in  5215.4, Exceptions 
will only be i n  
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i*eqnii~%l by F'er1er;~l statute or execii- 
Live oi.rler. Noli-profit organizations 
tliat. i ~ i i ~ ~ l e n i e n t  Federal ~irograms for 
t he  SLates are alsn siibject t o  State re- 
rluiremeiits. 

(a) Accrued e.'~~~o~dilures means the 
charges incurred b y  the recipient dur- 
ing- LZ given period requiring the provi- 
sion of funds for: 

(1) Goods and other tangible property 
received; 

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

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

(b) Accrued income means the sum of: 
(1) Earnings during a given period 

from: 
(i) Services performed by the recipi. 

ent,  and 
(ii) Goods and other tangible prop  

erty delivered to purchasers, and 
(2) kmouxts becoming owed to the 

recipient for which no current  services 
or performance is  required by the re- 
cipien t. 

(c) Acqvisition cost o/ equipment means 
the net  iiivoice price of t he  equipment, 
including the cost, of modifications, at-  
tachments, accessories, or auxiliary 
apparatus necessary to  make t h e  prop- 
erty usable for the purpose for which it 
was acqulred. Other charEes, such as 
the cost of installation, transportation, 
taxes, duty or protective in-transit, in- 
surance, shall be included or excluded 
from tlie unit acquisition cost i n  ac- 
cordance with Lhe recipienf's ~ ~ e g u l a r  
SCCOUII tiiig practices. 

(d) Advwce  means a paynienl; made 
by Treasury check or other appropriate 
payment medianism Lo a recipient 
ujion its request either before ouLla;\rs 
itre made by Llie recipient or t11roug.h 
tlie use of predetermi~led paymenL 
schedules. 

(e) A I I J U V ~  iiieans financial assista~ice 
t11aL ]ii*ovides SLIJ ,~OJ '~ .  or stiinulat;ion to 
acco~n~)lish a public lmyose .  Awards 
jnclude g l ~ ~ i i t s  and othei' agreements in 
Lhe form of money or property iii lieu 
of money by the Federal Goveriiment 

- - -  ~. . l;o_m~elig_iibl~ recipient. .. The Lerm does 
no 1. in c1 ti (1 e: tech iii citl ~ assis tan ce; 
whicl~ ~i~ovicles services iiistm,d of 

moiiey; other assistance in  the  form of 
lonns, loan g u a r ~ ~ n k e s ,  InLerest sub- 
sidies, or insurance; direct. payme~its  of 
any kind to  indiiriduals; a n d ,  contracts 
which are recjuired Lo be entered into 
and administered under' procurement 
laws a n d  regulations. 

(f) Gush cont~ibi~tioiis means t h e  re- 
cipient's cash outlay, including the 
outlay of money contributed t o  Llie re- 
cipient by third parties. 

(g) Closeout means the process by 
which a Federal awardmg- agency de- 
termines tha t  all applicable adminis- 
trative actions and all required work of 
the award have been completed by the  
recipient and Federal awarding agency. 
(h) Contract means a procurenlent 

.. 

contract under an award or subaward, 
and a procurement subcontract under a 
recipient's or subrecipient's contract .  

(I) Cost sharing 07 matching means 
tha t  portion of project or  program 
costs no t  borne by the Federal Govern- 
ment.  

(j) Date o j  completion means t h e  date 
on which all work under an award is 
completed or the date on the award 
document, or a n y  supplement or 
amendment thereto, on which Federal 
sponsorship ends. 
(]I) Disullowed costs means those 

charges to  an award tha t  the Federal 
awarding agency determines t o  be un- 
allowable, in accordance with the ap- 
plicable Federal cost principles or 
other terms and conditions contained 
in the award. 

(1) Bquipment means tangible non- 
expendable personal property including 
exempt property charged directly to  
Lhe award having a useful l ife of more 
Lhan one year and a11 acquisition cost 
of $5,000 or more per unit .  However, 
consistent; w i t h  recipie~i l~ policy, lower 
l imits may be established. 

(m) Excess property means prope~'ty 
under the control of an37 Federal 
awarding agency that, as determiner1 
by the head thereof, is 110 longel- re- 
quired for  i ts  needs or tlie discharge of 
its ~*es]~onsi l~i l i t ies .  

(11) E Z C V I ~ !  pr0po'l.y means tangible 
personal property accjuired i n  whole or 
in part. with Pederi~l funds, whei*e Llie 
Federal a.warcli~~g agenc3' -has .st,al;nLon . - .. . .~ ~ ~ ~ ~~~~ ~ ~ -~ ~. ~ .- ~- ~ 

mL1ioritiy to  vcst. tiUe in t h e  reciliient 
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wI!J io i i l ,  lurt1ic:r o b i 1 ~ ~ ~ 1 , 6 1 ~ 1 n  t , ( r  :;he F'ed- 
HI':LI Govcrnrncnl,. An rxample or cx- 
crrtiil, pr'opert;y a.Ut;horlCg 1s contained 
I I I  I;hc: Fodcral Grant and Cooperative 
i\i:rocrnont Act, (31 1J.S.C GWG), for 
pmpcirt;y acquirocl undcr an award b o  
r:onduoh Ibariic or applied rCRGarch b y  a 
noii.profii, tnstjtulilon o t  higher odu- 
c:a(;lon or nori-profit, organtzation 
whcisc! prlnctpal purposo Is t:onducl;tng 
sc.1 on t l f lo  research, 

( ( 1 )  F'edcral uiuarding agcnc?l means 
1.iw JWlorai :LRency thal; provldcs ai1 
a.warrl I;o I;he reciplenb. 

( p )  /:crlcral /unds  authorized means Lhe 
I;ota.l a.mount, of Federal funds obli- 
pil;c!d by the Federal Government for 
u w  by the recipient. This amount map 
1iic:l udc a.ny authorized carryover of un- 
olillgated funds from prior funding pe- 
rinds when permitted by agency regula- 
Lions or agency implementing instruc- 
tions 

( q )  F'edcral share of real property, 
oquipment, or supplies means that per- 
::cntsgr. of the property's acquisition 
cost:: antl any improvement expendi- 
1;ures paid wi th  Federal funds. 

ir) Funding period means the period of 
t i m e  when Federal funding is available 
for obligation by the recipient. 

(s) intangible property and detil tnstru- 
ments means, hut is not limited to ,  
trademarks, copyrights, patents and 
pa.tent applications and such property 
5 6  loans, notes and other clebt instru- 
rrrents, lcase agreements, stock and 
other instruments of property owner- 
ship, whether considered tangible or In- 
tangible. 

f t) Ohlipations meane the amounts of 
orders plttced, 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. 
(u) Outlays or expenditures means 

charges made to the project or pro- 
gram. They may be reported on a cash 
or accrual basis. For reports prepared 
on a cash basis, outlays are the  sum of 
cash disbursements for direct charges 
for goods and services, the amount  of 
indirect expense charged, the value of 
third party in-kind contributions ap- 
plied and the amount of cash advances 
and payments made to subrecipients. 
For reports prepared on an accrual 
basis, outlays are  the sum of cash dis- 

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

bursements for direct charges I'm goods 
a n d  services. the amount of indirr%t; CY- 
pense incurrcd, the value of in-kind 
contributlons applied, and the, no t  in- 
crease (or decrease) in the a.mounI;:; 
owRd by the recipicnt, for good:; a n d  
o f;h or propcr1;y r c: cdv ed , lo P scr v I c:ns 
performed hg rmplayees. coiibracItorsq 
subreoipionts and other paytios antl 
other nmountr; Ixcoming owed antlor 
progranm for whlch no aurrent; servlco!; 
or  perfurmanr:c! are rcquirt+d. 

( v )  Pcrsonal propertti moans ~roiicrLy 
of a n y  k ind  axoepl roal proporty. IL 
may be tangible. having p1iysIc:nl cxi&t-- 
ence, or Intangiblc, havinE no physlcsl 
exlstence, such as copyrights, p a t m t s ,  
or securlties. 

(w) Prior approval means written ap- 
proval by an  authorlzed official evi- 
dencing prior consent. 
(x) Progrum 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 ihe award 
(see exclusions in 6216.24(e) a n d  ( h ) )  
Program income includes. but. Is n o t  
limited to. income kom fee6 lor sorv- 
ices performed. the use or rental of rcnl 
or personal property acquired under 
federally-funded projects, the sale o f  
commodities or items fabricated under 
an award, lioense fees and royalties on 
patents and copyrights, and interest on 
loans made with award funds. Interest  
earned on advances of Federal funds is 
not program income. Except; as other- 
wise provided in Federal awarding 
agency ragulations or the t;erms and 
conditions of the award, program in- 
come does n o t  include the receipt of 
principal on loans, rebates, credits, dis- 
counts, otc., or interest earned on any 
of them. 

(y) Project costs means all aIlowable 
costs, as set forth in the applicable 
Federal cost  principles, incurred by a 
recipient an& the value o€ the contribu- 
tions made by third parties in accom- 
plishing t h e  objectives of the award  
during the project period. 

(z) Profect period means the period es- 
tablished in t h e  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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money, or property in lieu of money, 
made u n d e r  an awxrtl by it. r ~ c i p i e n l ~  t o  
an elifi’lble subrecipienl, or by a sub- 
recipient t,o a lower t ier subrecipien 1. 
The Lerni incltirles financial assistance 
when provided by any legal agreement,  
eveii i f  the agmement is called a. con- 
tract ,  but does not include procure- 
ment of goods a n d  services nor does if4 
include any form of assistance whicli is 
excluded from the  definition of 
“award”  in  521GXe). 

(gg) Subrecipient means the  legal ent i -  
ty to  which a subaward is made ar id  
wliich is accountable t o  t he  recipient 
for the use of the funds prwided. The 

(bb) &%I/ p?.(J)X?’I.?/ 111eZLlIS 1CLlld. I l l d u d -  
i 116 l i ~ i ~ l  im jlroveiiieii LE. s t ruc Lures slid 
appu i‘Len,znces Lli ere t o ,  1x1 1, ex eludes 
movable machinery and equipmen 1. 

(cc) Recipienf ineans a n  organization 
receiving financial assistance directly 
from Peiieral awarding agencies t o  
carry out a project or program. The 
term inclndes public and private insti- 
tutions of higher education, publjc and 
private hospitals, and other quasi-]x~b- 
lie and private non-profit organizations 
such as, hut not limited to, cominunity 
action agencies, research insti tutes,  
educational associations, and health 
centers. The term may include coni- 
niercial organizations, foreign or inter-  
national organizations (such a s  agea- 
cies of the United Nations) which are 
recipients, subrecipienbs, or contrac- 
tors or subcontractors of recipients or 
subrecipients a t  the discretion of the 
Federal awarding a ~ e n c g .  The term 
does not include government-owned 
contractor-operated facilities or re- 
search centers providing continued 
support lor mission-oriented, large- 
scale programs that  a r e  government- 
owned or controlled, or are aesignated 
as federally-funded research and devel- 
opment centers. 

(dd) Research uitd development means 
all researcli activities, both basic and 
applied. and all development activit ies 
that  are supported a t  universities, col- 
leges, and other non-profit insti tu- 
tions. “Researcli” is defined as a sys- 
tematic study directed toward fuller 
scientific knowledge or understanding 
of the sutijecl sbudied. “Development” 
is the syslenistic use of kiiowledge and 
understanding gained from research di- 
z’ected Loi~arcl tlie production o l  useful 
nisterials, devices, systems, or meth- 
ods, including desigii and dei~eloliment 
of prototypes and processes. The term 
rescarch also includes activit ies in- 
volving- LIE training of indiviclaals in 
reseczrch techniques where siich activi- 
ties atilize h e  srzme faciliLIes a,? oLhcr 
resear Qi a11 d dev el opm en I; a c  ti VI ti es 
a n r l  where such acLivities are no t  in- 
cluded iii Lhe insLructioii function. 

(ee) Sml l  C L U J [ L T ~ ~  means a gran t  or 
ooo)~ei*aLive agreement not exceeding 
the small j~urch:~se threshold fixed at, 

term niay include iore& or in t e r -  
national Organizations (such as agen- 
cies of the United Nations) a t  the dis- 
cretion of the Federal awarding agen- 
cy. 

(hh) SuppLies means all personal prop- 
erty excluding equipment, intangible 
property, and debt instruments as de- 
fined in  this section, and inventions of 
EL contractor conceived or first actual ly  
reduced t o  practice in the performance 
of work under a funding aEreement 
(“subject inventions”), as defined in  37 
CFR part  401, “Rights t o  Inventions 
Made by Nonprofit Organizations and 
Small Business Firms Under Govern- 
ment Grants,  Contracts, and Coopera.- 
tive Agreements.” 

(ii) Suspension. means an actio11 by a 
Federal awarding agenc37 that tempo-  
rarily withdraws Federal sponsorship 
under an  award, pending corrective ac- 
tion by the recipient 01’ pending a deci- 
sion t o  termiiiate tlie award by l;he 
Federal awarding agency. Suspension 
of a n  award is a separate action from 
suspe~ision undw Federal agency regu- 
lations iniplemeiiting E O .  12519 (51 FR. 
G37D, 3 CPR, 19DG Comp., p. 1U9) aiid E . O .  
UGHB (54 PR. 34131, 3 CFR, 1909 Comp., p. 
236), “Debarment and Suspension.” 

( j  j )  [IIe~~iiiic~110?i means [;he cancella- 
tion of Federal sponsorship, i n  wliole 01’ 
in ],art, wider an agreement at any 
time ~ I ~ ~ o J -  Lo the dsLe of coni])letion. 

(klc) TtLiTd pa9V.y in-ki7zd cm~t~ i lml i~~? i s  
nieans the value of non-cssh coiitriliu- 
tIons provided by n o i i - F e d e ~ ~ ~ l  b h i r d  
n r t i e s .  Third ~ i a r t y  in-kind contriliu- 
;ions m a y  Ire i i i  t he  form of m ~ i l  prop- 
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: L n d  :;pMCifiC2Llly identifiable t o  t h r  

f I I I r/nllquidutecl obligations, for finan- 
(:MI rcports prepared on a cash basis, 
ni(::mt; t,he amount of obligations in- 
ciirtwl h y  the recipient; that, have not  
11(m p:Lld. Por roportt: prepared on an 
:i,cwiiod axpontliture ba.sis, I,hey rep- 
IYWXII, I;he amounl; of o11liga.I;lonr: 111.- 
c:urwd h y  [;he recipient, for which an 
ou Llay hat: not boon recorded. 

(mni)  U i ~ ~ b l i ~ p l d  balanca moans Lhc 
jioi*i;ion of the funds authorized by Llm 
F‘odorid awarding n~ei icy  t h a t  has not 
l)c!oii ob1igxl;od by the rectpient; and is 
dcterminod by deducting the cumu- 
lsl;lvc! obllgatione from Lhe cumulative 
f u i i d x  authorized. 

(1111) Ilitrecoocred, indirect cosL means 
I;hc dlfference between the amount 
awarded and the amount which could 
ki:~.ve been awarded under the recipi- 
ciii,’s approv~d negotiated indirect cost 
:’al;e 

(00) !@oricing capital advance means a 
procedure whereby funds are advanoed 
1.0 b h e  rectpient, to cover i t s  egtirnatad 
dlshursement needs for :L given initial 
period. 

6 21G..? Effect, on other insuences. 
For awards subject to this par t ,  all 

administrative requirements of codi- 
fied program regulations, program 
manuals, handbooks and other non- 
regulatory matxrials which are incon- 
sistent wlth the requirements of this 
J I I L ~ ~ ,  shall be superseded, except, to the 
extent they are required b y  s ta tu te ,  or 
a.ut;horized in accordance with the  devi- 
ations provision in 5 215.1. 

4 215.4 Deviations. 
The Office of Management and Budg- 

et  (OMB) may grant  exceptions for 
classes of grants or recipjents subject 
to the requirements of this par t  when 
exceptions are not  prohibited by s ta t -  
ute. Elowever, in the interest of max- 
imum uniformity, exceptions from the 
requirements of this par t  shall be per- 
mitted only in unusual circumstances. 
Federal awarding agencies may apply 
more restrictive requirements to a 
class of recipients when approved by 
OMB. Federal awarding agencies may 
apply less restrictive requirements 
when awarding small awards, except 
for those requirements which a re  stat- 

2 CFR Ch. I I  (1-1-06 Ediiion) 

ut,org Esceptions on a. casc-l~~~-c:asc: 
basis may  also be made by li’orlcral 
awarding agencies. 

$216.6 Suhnwnrtls. 
Unless sacLlons o l  this par!, spc:dfl- 

(;ally exc lude  subrodplen1;s from (xlw 
orage, l;he provifiionfi or I;Ms part shall 

work under awards if R U C ~  siiI3rwlDl- 
ents iLro institutions of higher otlu- 
(:&Lion. hospitals or oLhor non-profil, 01’- 
ganiziitions. Sl;ate arid locul govorn- 
men6 Ruhrecipionts are Rubject, to t h c  
provisions of regutatlons 1mplemenl;ln~ 
the grants management, common rule, 
“Uniform Administrative Require- 
ments for Grants and Cooperative 
Agreements to State and Local Gov- 
ernments,” published at  7 CPR parts 
3015 and 3016, 10 CPR part  600, 13 CFR 
part  143, 15 CFR part 24, 20 CFR part, 
437, 22 CFR. part, 135,24 CFR parts 44, f lS, 
111, 511, 570, 571, 576, 590, 850, 8112, 905. 
941, 968, 970, and 990,28 CFR. part, 66, 29 
CFR. part8 97 and 1470, 32 CPR par t  278. 
34 CPR. parts 71 and 80, 3C CPR part 
1207, 38 CPR part 43,40 CFR. parts 30, 2.1, 
and 33. 43 CFR part  12, 44 CPR. part; 13, 
45 CPR par t s  74, 92, 602, 115’7, 1174, 11C3. 
1234, and 2015, and 19CPR. part, 18 
[E9 FR 26281, May 11, 2004, as amontlotl :I.(. 70 
PR 51080, Aug. 31, ZOO5l 

kJe ILpplisd IiO subrec!pienl;s pC!rforIl’lilll: 

Subpart 8-Pre-Award 
Requirements 

6 215.10 Purpose. 
Sections 215.11 through 215.1.7 pre- 

scribe forms and Instructions and other 
pre-sward matt,ers to be used in apply- 
ing for Federal awards. 

$215.11 Pre-award poiicies. 
(a) Use of Grantr and Cooperative 

Agreements, and Contracts. In each in- 
stance, the Federal awarding agency 
shall decide on the appropriate award 
instrument (Le., grant, cooperative 
agreement, or contract). The Federal 
Grant and Cooperative Agreement Act  
(31 U.S.C. 6301-08) governs the use of 
grants, cooperative agreements and 
contracts. A grant or cooperative 
agreement shall be used only when the 
principal purpose of a transaction is to 
accomplish a public purpose of support 
or st imulation authorized by Federal 
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stliLtu be. The s t a t u t o r ~ ~  criLerioii for agency i.egulations i rn~~ leme l l t i n~  E.0.s 
cl~oosing Ijetweeii grantx and coopera- 12649 m c l  126119, “Uebarment aiid Sus- 
l;ive agresments 1s tliat, for  IatLer,  ensio ion. ” Ulidel, those regulatioiis, cer- 
“suhstantiiil involve men^. is expecter~ taln part,ies who UL: debarred, SUS- 
between Lhe executive agency and the ],ended or otherwise excludetl maY not 
State, local governmenL, o r  ol;her re- be pai%icipai1ts or i~rincipals il l  Federal 
cipient when carrying- out Llie activity assisLance awards s l i d  subawards, and 
contemplated in LIE agreement. ’ I  Con- in certain contracts under those 
tracts shall be used when the principa~ awards ancl subawards. 
purpose IS acquisition of -properts or FR AUg, 31, 20051 
services €01, the direct benefit or use of 
the Federal Government. 5 215.14 Special award conditions. 

(b) Public Notice and Prior i ts  Bet- 
ting. Federal awarding agencies shall 
notify the public of its intended fund- 
ing priorities for discretionarg grant 
prwranis,  unless funding priorities are 
established by Federal s ta tu te .  

If an applicant or recipiellt: has a Ilis- 
torJ, of poor is not finan- 
ciallJ, stable, has a mallagement sys. 

does not meet the sta]ldards 
prescribed in tliis part, not con- 
formed t o  the terms and conditions of 
a previous award, or is n o t  otherwise 
responsible, Federal awarding agencies 
majr impose additional requirements as  
needed, provided t;hat such applicant or 

8215.12 Forms for applying fo r  Ped- 

(a) Federal awarding agencies shall 
era1 assistance. 

Comply with the applicable report 
clearaiice requirements of 5 CFR part 
l D U ,  “Controlling Paperwork Burdens 
on tne Public,” with regard t o  all 
forms used by the Federal avrarding 
agency in place of or as a suppiement 
to  the Standard Form 424 (SF-424) se- 
ries. 

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

(cj For  Federal programs covered by 
E.O. 12372, “Intergovernmental Review 
of Federal ProErams,” (47 FR 30959, 3 
CFR, 1902 Comp., p. 197) the applicant 
sliall complete the appropriate sections 
of tlie SF-424 (Application for Federal 
Assistance) indicating whether tlie ap- 
plIcatioii was subject t o  review by the 
State Single Point; of ConLact (SPOC). 
The name and address of the  S P O C  for 
a particular S h t e  can be obtained from 
the Federal awarding ageiicy 01’ t h e  
Cotdog 01 Ferleml Domestic Assisla?ice. 
The SPOC shall advise the  applicant, 
\r~heLher tlie program for which aiii~lica- 
fion is nitidc has bsen selected IIY that 
BLate for i w i e ~ ~ .  

( d j  Federal awarding ag.eiicies tha t  do 
not use (;he SV-121 form :;hoold ind i -  
caLe whether L1ie apjilication is subject 
tJo review by the Stake under E O .  12372. 

$%1!j211 De@u~pen l .  and suspension. 
Federal a.warding agencies a n d  re- 

cijiients sha11 uoJn~,ly with Feclerai 

-- ~.~~ .. . ~ .. ~ ~ . . 
- - ~ ~  . - . ~  ~. 
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’ recipient i s  notified i n  writing a s  to: 
’ t h e  nature  of the additional require- 

ments,  the reason why the additional 
requirements are being imposed. the  
nature  of the corrective action needed, 
the t ime allowed for completing the  
corrective actions, and the method for 
requesting reconsideration of the addi- 
tional requiremei~ts  imposed. Any  spe- 
cial conditions shall be promptly re- 
moved once the conditions that 
prompted them have been corrected. 

$216.15 Metric system of measure- 

The Metric Conversion Ac t ,  as 
amended by t h e  Omnibus Trade and 
Competitiveness Act (16 U.S.C. 205) de- 
clares that the metric system is the 
preferred measurement. sysLem for U.S. 
trade and commerce. The Act requires 
each Federal agency t o  establish a date  
01’ dates in consultation arlth the Sec- 
retary of Commerce, when the metr ic  
system of mensurelnel1t will be use0 in 
the stgency’s procurements, grants ,  a n d  
0th el’ I~usiness-relaLerl1 ac tjvi Lies. Met,- 
ric ini],lernentatio~~ I ~ ~ L J ’  Lake longer 
where the use of Llie wsteni is iniLia11~ 
inipracticnl 01’ likely to  cause signifi- 
c,znI. inefficie~icies i n  the accomplish- 
nient of iederallg-funded cicLivitjes. 
Federal awa~~dii ig  agcncies shall Zollo\ro 
tlie provisions of E.O. 12770, “Metr ic  
U s a ~ e  in  li’ederal Goveriin~ent Pro- 
grifilsii (66  m ~ 3 5 u u 1 ,  3 cm, -1991 COIIIII;-; - - ~- - -- --.. . ... . . .. ..~ 

p. 313). 

ment. 

. .  
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ATTACHh4 i: I C  . , . . . .c.. -. . . . . . 

PAGE _._. T..*.. OF ..3 2 0  . __ ._  .. PAGES 
-- 



5 215.16 

G ‘21 6. I ( I  Ikfinurce Con~ervrition i m d  

[ l n t l n t ~  Lhe Ac t ,  any St:Lt,e agency or 
;ir(c!noy of a political suhdlvlslon of a 
Sl;;t.i.#c whloh is using appropriakd Fed- 
oral funds must comply with section 
MIfl2. Secblon (ill02 requires that; prof- 
wi!noe )ID riven I n  procurement pro- 
fi’:’ams i;o I;ho purchase of specific prod- 
uc.I;s c:oiii;,zlnlng rc!cycled matcrials 
Idonl;lfletl In guidelines dovolol~od by 
I,hn li;nviroiinieiil;al Prot,ection Agonog 
( E T I A )  (40 C;PR. parts 247-264). Accord- 
Ingly, Stat,e and local institutlona of 
h Ighor educatlon, hospitals, and non- 
profit, organizations that; receive dlrect 
F’ederal awards or other Federal funds 
3hall Kive preference in their procure- 
mcnt programs funded with Federal 
lunds to the purchase of recycled prod- 
ucts pursuant t o  the  EPA guidelines. 

4 216.17 Certifications and representa- 

IJnless prohibited by statute or codi- 
f ied rogulation, each Federal awarding 
agency is authorized and encouraged to 
allow recipients to submit certifi- 
(:ation8 and representations required 
by statute, executive order, or regula- 
tion on an annual basis, if the rccipi- 
xiLs have onaoing and continuing rela- 
tionships wl th the agency. Annual cer- 
bifications and representations shall be 
signed by responsible officials with the 
authority to  ensure recipients’ compli- 
ance with the pertinent requirements. 

Itc:c:nvwy Act. 

tions. 

Subpart C-Post Award 
Requirements 

FINANCIAL AND PROGRAM MANAGEMENT 

Purpose of financial and pro- 6215.20 
gram management. 

Sections 215.21 through 215.28 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 audits, de- 
termining allowability of cost, and es- 
tablishing fund availability. 

9: 216.21 Standards for financial man- 

(a) Federal awarding agencies shall 
require recipients t o  relate financial 

agement systems. 

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

daw, to  performance data and d(!valoy, 
~rnlt, c:ost information wl,erir!vcr pra.1:- 
tical. 

(is) Recipienm‘ ilnancial mariagenreni, 
systems shall provide for the following. 

(1) Accurate, ourrenl; and com)iloI;r: 
discloRiire of [;he financial rosults of  
c)i~.ch federally-spoworod project or  
program 111 acc:ordanoe wlth the repor 1;- 
inr requlremonts 801 forth In $215.52. If 
a Federal awarding sgency requires re- 
riorl;lii~ on an accrual basis from a. re- 
ciplenL I;hatf malntaliia Its rcmords on 
othcr than an accrual basts, Lhe rocipl- 
Qllt shall not; be required bo establish 
an accrual accounting sysl;cm. These 
reciplents may develop such aocrual 
da ta  for i ts  reports on the  basis of a n  
analysis of the documentation on hand. 

(2) Records tha t  identify adequately 
the  souroe and application of funds for 
federally-sponsored activities. These 
records shall contain information per- 
taining to Federal awards, authoriza- 
tions, oblirations, unobligated bal- 
ances, assets, outlays, income and in-  
terest. 

(3) Effective control over and ax- 
r:ountabllity for all lunds, property and 
other wsots. Recipients shall ade- 
cjuai;ely safeguard all such assets and 
assure they a re  used solely for author- 
ized purposes. 

(4) Comparison of nutlays with budg- 
et amounts for each award. Whenever 
appropriate, financial information 
should be related t o  performance arid 
uni t  cost data. 

(5) Written procedures to minimize 
the time elapsing between the transfer 
of funds to the reciplent from the U.S. 
Treasury arid the issuance or redemp- 
tion of checks, warrants or payments 
by other means for program purposes 
by the recipient. To the extent that t h e  
provisions of the Cash Management Im- 
provement A c t  (CMIA) (Pub. L. 101-453) 
govern, payment methods of S t a t e  
agencies, instrumentalities, and fiscal 
agents shall be consistent with CMIA 
Treasury-State Agreements or  t h e  
CMIA default procedures codified at 31 
CFR par t  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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t h e  a.ctui~1 rlis)iur:;emenL~ 113’ the r’eci]i)- 
en 1, orgaiiizaLi01i ~ O I -  direcl prograrn or 
j1J‘OjeCt costs rind Lhe proportionate 
share of any allowable indirect, costs. 

(cj Wlie~iever possible, advances sliall 
be consolidated to  cover anticipal,ed 
cash needs for all awards macle 1131 tlie 
Federal awarding agency to  the recipi- 
en t. 

(1) Advance payment mechanisms in- 
clude, but  are not  limited to, Treesur$ 
check and el.ectroiiic funds  transfer. 

(2) Advance payment meclianisms are 
subject t o  31 GFB. par t  205. 

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

(d) Requests for Treasury check ad- 
vance oavment  shall be submitted on 

Federal cosl. jirinciples a n d  the Lerms 
i ~ n d  conrlltioiis of the  award. 

(7) (iccouiiLing records including cost. 
accomnting records L;haL are snpjior Led 
by source rlocumenLation. 

(c) Where Llie Federal Ooveriiment 
guarantees 01’ insures the repayinent~ of 
money ban-owed by the  reclpienL, the 
Federal awarding agency, a t  i t s  discre- 
tion, inny require adequate bonding 
and insura~ice if tlie bonding and insur- 
ance requirenients of tlie recipient are 
not  deemed adequate t o  protect the in- 
terest of the Federal Goveninient. 

( d j  The Federal awarding agency may 
require adequate fidelity bond coverage 
where the recipient lacks sufficient 
coverage to protect t he  Federal Gov- 
ernment’s interest. 

(el Where bonds are reauired in  the 
s ika t ions  described abovk. the bonds 
shall be obtained from companies hold- 
ing certificates of authority as accept- 
able sureties, as prescribed in 31 CFR 
part  223, “Surety Companies Doing 
Business wllth the United States .”  

$215.22 Payment. 
(a) Paynienl; methods shall minimize 

the time elapsing between the transfer 
of funds jrom the United States  Treas- 
urg and the issuance or redemption of 
checks, warrants, o r  payment  by other 
means by the  recipients. Payment  
methods of State agencies or instru- 
mentalities shall he consistent wit11 
Treasury-State CMIA agreements or 
defaull procedures codified at 31 CFR 
part  205. 

(b) Recipients are to be paid in a d -  
vance, provided they maintain or dem- 
onsLrate the willinEness t o  maintain:  

(1) WritLe~i procedures t h a t  minimize 
Llie Lime elapsing between the trmisrer 
of funds and disliursement by the re- 
cipient, and 

(2) I“inaiici~1 management sgst,ems 
thaL meel. the slaiidi~rds for lund COJI- 
LJ*oI and itccouii tal~ili L y  as established 
in  $216.21. Cash advances to  a recjpjent 
oi’ganizatiort sli>ill lie l imited i,o the 
nninimum anlouints needed and be 
t i~ned t o  he iii accurdance wiLh the ac- 
tnal,  immediaLe cash requirements of 
Llie recipient organizatiion in  carrying 
nut. Llic purl~ose of Lhe aliproved pro- 
g~am ~01’ . ju?oject, -The. -timing. a133 
aniount  of cash ad\wices shall be as 
close as is arlmiJiisLi‘;Ltii\,cly Iessilile t o  

- _ .  - - - -  - _... 

SF-270: “Request for Advance or Reim- 
bursement,” or other forms as may be 
authorized by OMB. This forni is not t o  
be used when Treasury check advance 
payments are made to t h e  recipient 
automatically through the use of a pre- 
determined payment  schedule or if pre- 
cluded by special Federal awarding 
agency instructions for electronic 
funds transfer. 

(e) Reimbursement is the preferred 
method when the requirements in 
$215.12(b) cannot be met. Fedeml 
awarding agencies mag also use this  
method on any constructiox agree- 
ment,  or if the major portion of t he  
construction project is  acconiplished 
through private marke t  financing or  
Federal loans, a n d  the Ferleral nssist- 
ance coiistitutes a minor portion of the 
project. 

(1) M’lien the reimbursement method 
is used, Llie Fecleml a ~ m ~ l i i l g  agency 
sliall make  paymenl. within 30 days 
ait,er receipt of the billing, unless the 
I~illing is imliroper. 

(2) Idecipients sliall be autl~orired to 
submiL ~’ec~nesl; ~ O J ’  reiiiibu~’sernent, at 
1 eas 1 in 011 Llil y wli en elec troiii c f UII (1s 
transfers are noL used. 

(i‘) If a ~ ~ e c i ~ ~ i e n i .  cannot meet. Llie crj- 
teria for  mlvaiice payments and the 
Federal i~wardiiig apncy  lias cleLer- 
mined tliab reimburseir~onl~ i s  iiob iea- 
sible 11er;t~use Llic I-ecipienl lacks suffi- 
cicnL working c a p i ~ s l ,  LIE Federal 
au:~trcling LL~,’BIICJ‘ may provide cash on a 

L h  is 11ro (:e rl tire , i,Ii e P (:d e l a 1  iiv it rdi 11 F: 
- - . . ~  .. workinf CiLjiikil a;rl\m~oe %asis;--Unc1ey - -- -- ~~ .~ 
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~i,~:f!ttcy shall advance oasti too the re- 
::ii)li:iil, t o  cover its e s t i m a t d  dlsburse- 
I.II(!TII. i~cieds for an initial period gen- 
or:i.ll,y rnared 1;o the awardee’s dis- 
I )ursinK cycle. Thereafl;er, the Federal 
;i,w;irding agency shall reimburse the 
reolpicn(, for its act;ual cash disburse- 
i - r i c n l x  The wor1:lng capital advance 
iiir:I.hod o f  pagmont, shall nola be usr:d 
[or. rr!ciplonts unwilling or iinable I;o 
pr’ovldo I;lmely advances LO Llicir snb- 
iw:lplonl, too meet, Lho subraclplenl;’~ a(:.. 
1; II i L  I (:as h (1 14 h n  PH om e11 1;s , 

( 6 )  ’Po the extjenl; avallal?le. reciyl- 
oi i l ;~  s h l l  d i ~ b u r ~ e  funds available! from 
repagmont;~ to and lnt,eresd cmnecl on a 
rr!volvlng fund, program Income, re- 
!):tl;es, refunds, contract; settlements, 
;i.odf I; recoveries and interest earned on 
r:uch fund!; before requesting additional 
(:as11 payments. 

(12) Unless otherwise required by stat- 
11 ;e. Federai awarding agencies shall 
not withhold payments for proper 
charges made by recipients at any time 
t i  uring the project, period unless para- 
rraphs (h)(l) or (2) of this section 

(1) A recipient has failed to comply 
wiLh the project objectives, the terms 
a.nd condttlons of the  award, cir F’ederal 
reporting requlrements. 

(2 )  The recipient or subrecipient, is 
delinquent in a debt to the United 
St,af;es as defined in OMR Circular A- 
129, “Managlng Federal Credit Pro- 
grams.” Under such conditions, bhe 
Federal awarding agency mag, upon 
reasonable notice, inform the recipient 
that. payments shall no t  be macle for 
obligations incurred after a specified 
date until the conditions are corrected 
01’ the indebtedness t o  the Federal Gov- 
ernment is liquidated. 

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

(1) Except for si tuations described in 
paragraph (i)(2) of this section, Federal 
svrarding agencies 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 mus t  be able to  ac- 
count for the receipt, obligation and 
expenditure of funds. 

EJ.Jlplg. 

2 CFR Ch. I I  (1-1-06 Edlfion) 

( Z j  Advances oi Federal funds  shall be 
dcposttcd and maintained in  insured 
accounts whenever possible. 

(j) Consistent wlth thc ne.l;lonal goal 
of expandlng the opport,unItiw TOY 
women-owned and mInorlt~~-ow~ic:d 
buclnesr; enterprises, reciploiiLs shiLll l it:  
encouraged too use wornon-owned a1id 
mino!’ii;y-owneti kianks (a hank which Is 
owned &I; loasl; 50 percent by worricr~ o r  
rnlnorl I;g group trismbers). 

( I f )  R,ectplonts Rliall maintaln a d -  
viincos o f  F’oderal fund8 In 1nl;ercr;l; 
boarlng %(:count‘s unleas pm-ajiraphs 
( l c ) ( l ) ,  (2) or (3j of Lhls section apply. 

(1) Thc recipient recolvefi tess Chan 
$12O,fl(tO in li’ederal avrards per ycar. 

(2) The best; reasonably avallsble in- 
terest bearing account would not be ox- 
pected to earn interest in excess of 325.0 
per year on Federal cash balances. 

(3) The depository would require an 
average or minimum balance s o  high 
tha t  it would not be feasible within the  
expected Federal and non-Federal cash 
resources. 

(1) For Lhow entlties where CMIA 
and its implementing regulations at 31 
CPR. part 205 d o  iiot3 apply. lnl;erest, 
earned on F’ederal sdvanoos deposited 
in InCerefit heartnK accounts shall be 
remitted annually bo Department of 
Health arid Human Services, Payment  
Management System, Rockville, MD 
20052 Interest; amounts up Lo $250 per 
ycar may be retained by Lhe recipient 
for administrative expense. S ta te  uni- 
versities and hospltals shall comply 
with CMIA, as it pertains to interest. If 
an enti ty subject toCMIA uses its own 
funds to pay pre-award costs for discre- 
tionary awards without prior written 
approval from the Federal awarding 
agency, it waives its r ight to  recover 
the interest  under CMIA. 

(m) Except as noted elsewhere in this 
part ,  only the  following forms shall be 
authorized for the recipients in re- 
questing advances and reimburse- 
ments. Federal agencies shall no t  re- 
quire more than an original and two  
copies of these forms. 

(1) SF-270, Request for  Advance or 
Reimbursement. Each Federal award- 
lng 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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:LIT I I O L  used. Federal awarding ageit- (1) The  oertified v:rluf! of Llie renxrin- 
cies, I io~wve l ,  h;Lve Llie opt jo~i  of usmg ing l i f t  of tilie p r o p ~ t y  rec:o1*ded 117 i,ha 
this fori-11 iol, oonsLructio~~ pr.og-ranis in recipjent;’~ ~ L C C O L U ~ L ~ I X  records a l  t he  
lieu oi Lhe SF-271, “Outlay ILeport and Lime of doiiation 
Request for Reimbursemeni, for C o w  (2) The current fair market value. 
struction Programs.” However, when there IS sufficient IUS- 

(2) ,SF--271, Outlay Report and Re- tification, the Federal awarding agen- 
quest for Reimbursement for Construc- cy ma)r approve the use of Llie cur ren t  
tion Programs. path Federal awai‘ding- ialr market  value of the doiiaLed prop- 
agency shall adopt the SF-271 RS the erty,  even i f  i t  exceeds the certified 
standard form to be used foi- requesting. value at t h e  time of donation t o  the 
reimbursement €or construction pro- projeot. 
grams. However, a Federal awarding (d) Volunteer services furnished bar 
agency niay substitute t he  SF-270 professioiial and technical persolinel, 
wheii the Federal awarding- agency de- consultants, and other skilled a n d  un- 
terrnines that i t  provides adequate in- skilled labor mag be counted as cos t  
forniatioii t o  meet Federal needs. 

8 215.23 
(a) All contributions, including cash 

and third party in-kind, shall  be ac- 
cepted as part of the recipient’s cost 
sharing or niatchiiig when such con- 
tributions meet all of t he  following cri- 
teria. 

(1) Are veriEiable from t h e  recipient’s 
records. 

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

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

( 4 )  Are dlowahle under the  applica- 
ble cost principles. 

(6) Are not, paid by t h e  Federal Gov- 
ernment under another award, except 
where aut;horized by Federal s t a tu t e  to 
be used for cost sharing or matching. 

(G) Are provided for in the  approved 
budget ~f l ien  recjuired 113‘ t h e  Federal 
awarding agency. 

(7) Conrorm Lo oLher provisions of 
Lhis parl, as applicable. 
(b) Unrecovered indirect costs may be 

included as part of cost  sharing or 
matching only with the jirior approval 
of the li‘ctlert~l awarding a ~ e i i c g .  

( c j  V ~ L ~ L E S  for reciliient conh’ibntions 
of services ant1 property shall lie e s t a b  
lished in accordance with Che apjilica- 
))le c:osL ~irinciples. If a Federal award- 
ing agency auLhorizes recipients t o  do- 
i iate buildings 01’ land for construct;ion/ 
facilities aac~uisit;ioii projecLs 01’ long.- 
!,em use, the  value o I  t he  donaLed 

- - ~ ~ . .jiroj~art$y I_ol‘_cost sliwing or  matcliing 
shall b e  the lesser of j1aragr~ij11iS (c)(l) 
01‘ (2) ol  tliis sectioii. 

Cost sharing o r  matching. 
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sharing or matching if the service is ai1 
integral a n d  necessary part of an  ap- 
proved project or program. Rates  for 
volunteer services shall be consistent 
with those paid for similar work in t h e  
recipient’s organization. In those in- - 
stances in whicli the  required skills a re  
not  found in  the  recipient organization, 
rates shall be consistent with those 
paid for similar work in the labor mar-  
ke t  in which the recipient competes for 
the kind of services involved. In either 
case, paid fringe benefits t ha t  are rea- 
sonable, allowable, and allocable may 
be included in  the  valuation. 

(e) When an  employer other t han  the 
recipient furnishes the services of an 
employee, these services shall be val- 
ued at the  employee’s regular rate of 
pay (plus a n  amount  of fringe benefits 
that are reasonable, allowable, and al- 
locable, h u t  exclusive of overhead 
costs), provided these services a re  in  
Lhe sanie skill for whicli the employee 
i s  iiornially paid. 

(f) Donated supplies mas inclode 
such iLems as expendable equijinient, 
office supplies, laboratory supplies or 
workshop and classroom sup~~l i e s .  
Value assessed t o  donaLed supj)lies in- 
cluded in the cost, sharing or  matchiiig 
share shall be re;tsonaI.~le and shall not 
exceed the fair  market, value of Llic 
~ ~ ~ ~ o p c r t g  at Llie t ime  of the donaLion. 
(g) The niethod used ior determining 

oost sl i i~ring or malcliing lor  doIi~~Led 
ecjuipment, )mildings and l a n d  for 
which tiLle passes Lo t he  recipient, 111ay 
rliffer according t o  Lhe j iu r l~ose of t h e  
a ~ w d ,  if paragraphs (g)(lj or (2) of Lhis 
:;ection i~pj11y. 

assist the recipient, iii Lhc. aoqui:;iLion 
(1) If -%lie piy~:~o,se .  of L11r ;\.v:ard i s  .Lo - ~~~ . ~ .  .~ ~~. 
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o f  c:rlaipment, buildings or lantl, I;ho 
i.ol,i~I va.lue 0 the donal;ed property 
ni;Ly bc! claimed as cost, sharing or 
nl :I. 1,c:hlng. 

(2) I:r thc purpose of the award is to  
S l~ ] l ] JOl*~ t  xtlvitler: I,hal; reqiilre the use 
o i  ~r~utpmenl,, buildings or land ,  nor- 
mii.lly only deprociatlon or ufle charges 
for cir(uI]~rnenl; and h u l l d l n ~ s  may hc! 
madc Howovor, the Cull value of  oqulp- 
mon t  01’ other oapltal amots and f:h-  
r o n h t  charaes lor land may be allowed, 
provlded bhal; I;he Bodcral awarding 
arc?iic:y has approverl Lhe oharges. 

ih)  T h o  value of dona1;ed property 
:;hall br: dol;ermlned In accordance wll;h 
i;lw usual  nccountlnE policies of the re- 
clpient, wlLh the foIlowing qua1ificn.- 
1;1011s. 

(11 The value of donated land and 
tiuildings shall not exceed its fair mar- 
kc t ,  value at  the t ime of donation to 
Lhe recipient as established by ai1 inde- 
Liendent appraiser (e.g., certified real 
property appraiser or General Services 
Administration representative) and 
certified by a responsible official of the 
recipient. 

( 2 )  The value of donated equipment, 
shall not., exceed the fair market, value 
of equipment of the same age and con- 
t l i t l o n  at the time of dona.tian. 

(3)  The value of donated space shall 
not, excleed Ghe fair rental value of com- 
parable space as established by an inde- 
r)cndent, appraisal of comparable space 
snd facilities in a privately-owned 
huildlng 111 the same locnlity. 

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

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

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

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

5 215.24 Program income. 

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

2 CFR Ch. I1 (1-1-06 Edition) 

rcla.t,ed to prolects financed iii whole o r  
in Iiari; with Federal funds. 

(b)  Except, as provided in  p a r a ~ r a p h  
(h) of thls saction, program lncomr! 
earned during the projecl; porlod skiall 
he re1;ninod by the reciplenl and, tn a(!.- 
cordanoe W I  th Pedora1 n.wardinp; agency 
rcguht, lom or  t,hc 1;orms and condl- 
i;lonr; of [;lie award, shall be used In onc 
or more of [;he ways 1isl;ed I n  the fol- 
lowing. 

( I )  Added t;a lund!i commjtted Lo Lho 
pro)ecl, by 1;hc FodemI a.w:Lrdlng ;LR(!II(:Y 
and reclpiont, and urrod I;o further ellgi- 
ble projeol; or program object;lvos. 

(2) I l ~ e d  I;O finance the non-Federal 
share or the project or program. 

(3) Deducted from the Lotnl projecl. of 
program allowable cost in determining 
the net allowable costs on which Lhe 
Federal share of costs is based. 

(c) When an  agency a‘uthorizes the 
disposition of program income as de- 
scribed in paragraphs (b)(l) or (b)(2) of 
this section, program income in excess 
of any limits sttpulated shall he used in  
accordance with paragraph (1,3133 of 
this section. 

(d) In the w e n t  Lhsk l;he Ji’cxlcral 
awarding agency doe6 not specify irt i ts 
regulations or tho terms and cmndi- 
tions of thc award how program income 
is to be used, paragraph (h)(3) of this 
section shall apply automatically to 
all  projects or programs except re- 
search. For awards that support. re- 
search, paragraph (b)( l )  of this section 
shall apply automaticslly unless the 
awarding agency indlcates in the terms 
and conditions another a1 ternative on 
the award or the recipient is subject to 
special award conditions, as indicated 
in $215.14. 

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

(f) If .authorized by Federal awarding 
agency regulations or the terms and 
conditions of the award, costs incident 
t o  the generation of program income 
may be deducted from gross income to  
determine program income, provided 
these costs have not been charged to  
the award. 
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(E) pj*o(;ee&, fJ’O]l]  the  sale of propel‘l;y (15) Tlie inclusioii, ~ulles:: weivecl )>.IJ 
sli;t11 !JL hanrlletl i i i  :L(:cordance with the the Federal s~warcling ZgCJ1C.l’. of cost& 
rerjuireiiien(;s of the Property St,anrl- that. i q u i r e  prim’ :tpproval ~n stccor~l- 
ards (see 5 216.30 tlirougli $216.37). a11ce wiLh any  of the follow in^, as ap- 

(11) Unless Federal awarding agelicy plicable: 
regulations OJ’ the terms and condition (i) 2 CFR. pnrt 220, “CosL Principles 
of the award provide otherwise, recipj- for l3ducstional Institutions (OIIIIE Cir- 
ents shall have 110 obligation t o  the cnlar A-21);’’ 
Federal Government with respect to  (11) 2 CFR part 230, “CosL Principles 
progain income earnecl from license for ~\lon-Prof‘iil; Organizations (OMB Cir- 
fees and royalties for copyrighted ma- 
tei’ial, patents, patent applications, (iii) 45 CPR. part  74, Appendix E, 
trademarks, and inventions produced “principles for Determining. Costs k p -  
under an award. However, Pa t en t  and plicable to  Research and Development 
Trademark Amendments (35 U.S.C. 18) under Grants and ContracB ~ l i t h  Hos- 
apply t o  inventions made under an ex- pitals;” and 
Derimental, developmental, 01‘ research (i,,) 48 crpU part 31, “Col1tract G o s t  
award. Principles and Procedures.” 

cular A-122);’’ 

(7) The transfer of funds allotted €or 

trainees) t o  other categories of ex- 
0215’25 Of budget and pro- training allowances (direct paymellt  t o  

gram plans. 

may include either the Federal and 
non-Federal share, or only the Federal 
share, depending upon Federal award- 
ing agency requirements. It shall be re- 
lated to perforniance for program eval- 
uation purposes whenever appropriate. 

(b) Recipients are  required to  report  
deviations from budget and program 
plans, and request prior approvals €or 
budget and progmm plan revisions, in 
accordance with this section. 

(c) For nonconstruction awards, re- 
cipients shall request prior approvals 
from Petleral awarding agencies for one 
or more of the following program 01’ 
I iudgxt  related reasons. 

(1) Chaiige in the scope or the objec- 
Live of the projecl or program (even i f  
Lhere is n o  associated budget revision 
recjuiriiig prior written approval). 

(2) Cliange in a key ~ ~ e r s o n  specified 
in the application or award document. 

(3) The absence foi, more Lhan three 
months, or a 25 peicent reductio11 in 
time devoLed to the project, 119 Lhe a]>- 
p7’oved ~iro,lect director or prjncipal in- 
vesMgalpuJ’. 

(4j The med for i~dditional Federal 
fui~ling. 

(5) The transrer of amounCs burlgeLed 
lor indirect. costs t o  alisorb increases in 

- - - - . . - . - AirecA oosts,. or yice yer>&, _if a ~ p ] i r o y ~ l ~  
is iwjuiiwi 1 g  Lhe Fedel-a1 a.warding 
:tg-ency 
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awards, t h e  subaward, transier or con- 
tracting out of any work uncles an 
award. This provision does not apply t o  
the  purchase of supplies, ma te r i a l ,  
equipment or general suuport services. 

(d) No o ther  prior approval require- 
ments for specific i tems may be im- 
posed unless a deviation has been ap- 
proved by OMB. 

(e) l3xcept for  requireme~its l isted i n  
paragraphs (c)(l) and (c)(4) of t h i s  sec- 
tion, Federal awarding agencies a r e  au -  
thorized, at the i r  option, t o  waive COSC- 
related and administrative prior writ-  
ten approvals recjuirecl by 2 CPR parts 
220 and 230 (OME Circulars A-21 a n d  A- 
122). Such waivers may iiiclude autlior- 
izing recipients t o  do  any one o r  m o r e  
of the following. 

(1) Incur yre-award costs 90 cs lcndar  
days prior Lo award 01’ inure Lhan 90 
ctilendar dn.ys with the prior a p p ~ o v a l  
of the Federal awarding agency. All 
1)re-a.wcz~~l cosLs are incurred a.t Ckie re- 
cipient’c risk (z.e.,  he Petleral award- 
ing agency is mldei’ no obligation t o  re- 
imburse sucli costs if ior any reason 
t h e  recipienL does not receive a11 avml’d 
or i f  the award  i s  less ~ h a n  ant;i~ipaLed 
and inadequate Lo cover. such costs). 

(2) 1niLiat.e a one-t;inie exlension of 
b e  expiration clatc ol Llie av:ard ol UII 
k - 1 2  ino i i t ; l i s~un~c~s  one 01’ ~riore of the - -  ~ - -  - - 

folkiwing conrlj Lions ;tpjily Fur nne- 
. .. ~ - -  - - ~ ~  --- 
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[ z l r i i r :  cstensions, the recipient must, i im 
I;If,y L I I c .  Federal awarding agency In 
wl’ll;lna with the supporting reasons 
;i.nd revlsed expiration dat,e at, least 10 
d;i.vfi Ilofore the expiration date speci- 
f l u d  I n  t,ho a.wartl. This one-time exten- 
s h i i  may no:; bc cxcrclsod rncrclp for 
tJir purymw o f  ariing unohllfi’:lt,od hal- 

i l )  ‘J’lie Iicrms and c:ondltlon!; of award 
1 )I’O 11 I 11 I I, Lhc cx I;eiv: Lon, 

1 L ) ‘I’h I: cs t e  risl 011 r 1x7 u lr r:s at1 d 1 (;I onizi 
li’c:tlora.l funds. 

(111) ‘L’he oxtxmnion Involvos any 
c:lianfia in the approved objectlves or 
x;o]x of I;he projnc t .  

(3) Carry forward unobligabod bal- 

( 4 )  F’or awards that, support resoarch, 
unless the Federal awarding agency 
provides otherwifie in the award or in 
t he  agency’s regulations, the prior ap- 
proval requirements described in this 
pxragraph (e) are automatically waived 
(u?., recipients need not  obtain such 
r~r’inr anprovals) unless one of the con. 
rlltions included in parag-raph (e)@) ap- 
lilies 

( f j  The Fedoral awarding agency 
rnay, 81, i t s  option, refltrict, the transfer 
o l  funds among direct cost categorleii 
or programs, fur1ctl.on.s a n d  activities 
for awardR in which the Federal share 
of the project exceocls $100,1100 and the 
cumulative amount, of such transfers 
exceeds or is ei:pectod to exceed 10 per- 
cent of tohe total  budget as last ap- 
proved by the Federal awarding agen- 
cy. No Federal awarding agency shall 
permit a, transfer t h a t  would cause any 
Federal appropriation or part  thereof 
t o  be used for purposes other than 
those consistent with the original in- 
tent of the appropriation. 

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

(h) For construction awards, recipi- 
ents shaI1 request prior written ap- 
proval promptly from Federal awarding 
agencies for budget revisions whenever 
paragraphs (h)(l), (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  complete the project. 

;J.II(XIS 

;J.l>CXS 1;O subsequent, fundtrlg periods. 

I 

2 CFF! Ch. I I  (1-1-06 Edition) 

(3) A rrivision is desired w h i c h  111- 

volves specific costs for w h i c h  r)rlor 
written approval requiremanl;s may h c ?  
imposed c:onsisl;ent, w i t h  a~i~~ll(:;~bli: 
OMB cost principles listed in 6 %I!j.27 

( I )  N o  ol;her prior approval reclulre 
nion1;s for specific ItomK trmy l ic lm- 
posed un1o~s a deviatlon hug hoen ;J.)). 
provecl by OMB 

(1) When a, Foderal awizrding a[:ciioy 
molce8 sn award khat provldef; supporr, 
for 1ml;h c:onstruc,l;ioa and nonc:onsl;ruc:- 
tion work. thc Federal awardtng agen- 
cy niag require the recipient I;o reryuc:!c(. 
pclor approvsl from Lhe Federal awartl- 
Ing afi’oncy before mAlclng any fund 01‘ 
budget; transfcrs bntwoen bhe two typos 
of work 8upporl;od. 

(k) For both constructiori and non- 
construction awards, Federal awarding 
agencies shall require recipients to no- 
tify the Federal avrarding agency in 
writing promptly whenever the amounl, 
of Federal autiiorized funds is expected 
to exceed the  needs of bhe recipient for 
the project period by more than $5000 
or five percent of tihe Federal award. 
whichever Is greater. This notification 
shall not, be required if an application 
for additclonal funding is submittsed for 
a continuation award. 

(1) When requefiting approval for 
budget revleions, recipients shall use 
the budget form8 that were used in Lhe 
application unless the Federal award- 
ing agency indicates a l e t te r  of request 
suffices. 

(m) Within 30 calendar days from the 
date of receipt of the request for budg- 
e t  revisions, Federal awarding agencies 
shall review t h e  request and notify the 
recipient whether the budget revisions 
have been approved. If t he  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 t he  decision. 
[69 FR 26281, May 11, 2004, as amended at 70 
FR 51000, Aug. 31, 200.51 

5 216.26 Non-Pedernl audits. 
(a) Recipients and subrecipiants Lhat 

are insti tutions of higher education or 
other non-profit organizations (includ- 
lng hospitals) shall be subject to the 
audit requirements contained in the  
Single Audit Act Amendments of lY96 
:31 U.S.C. 7501-7501) and revised OMB 

PAGE ...j.$.. OF ... $0. _. PAGES 
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. .  

be subject t o  the audit requirenicnts 215.28 Period of avnilnbilitg of funds. 

Wllere IL funding. period is specified, a coiitaiiied in tlie Single Audit AcL 
~mendmel i t s  of 1996 (31 U.S.C. 7501- recipjellt tile olliy 
7507) and revised Oh‘IE Circular A-133, costs from ol,liga- 
“Audits of States, Local Governme~lts, tiolls il,curJ,ed dul,ing pe- 

riod and  any pre-award costs au thor -  anrl Non-Profi 1 Organizations.” 
ized b3, tile ~eder.1 awarding agency, 

by t h e  audit provisions of revised OMB 
(e) For-Pl’ofit hospitals not c o v e ~ ? d  

Circular A-133 shall be subject t o  the 
audit requirements of the  Federal 
awarding agencies. 

(d) Conimercial organizations shall 
be subject t o  the audit reauirenients of 
the Federal awarding agency or the 
prime recipient as incorporated into 
the award document. 

5215.27 Allowable costs. 

For each kind of recipient, there is a 
se t  of Federal principles for deter- 
mining allowable costs. Allowabilitg oi 
costs shall be determined i n  accord- 
ance with the cost principles applicable 
t o  tlie entity incurring the costs. Thus, 
allowability of costs incurred by State, 
local or federallg-recognized Indian 
tribal governments is determined in 
accordance with the provisions of 2 
CFR par t  225, “Cost Principles for 
State,  Local, and lndiaii Tribal Govern- 
ments (OMB Circular A-87.’’ The allow- 
ability of costs incurred by non-profit 
organizations is determined in accord- 
ance with the provisions of 2 CFR par t  
230, “Cost, Priiiciples for Non-Profit 01.- 
ganizations (OME Circular A-122). ” Tlie 
~~llowa~iiliby of costs incurred by insti- 
I;ntions of higher education is deter- 
mined in accordance with the provi- 
sions of 2 CPR part 220, “CosL Prin- 
cililes for Educational 1nstit;uLions 
(OlvIJ3 Circular A - Z ) . ”  Thc ;~llowsbility 
of cosLs incurred by hos]iit;ils is d e l w  
miiiecl in accorclance with the provi- 
sions UJ Appendix I3 of 45 CPR. paf-1. 74, 
“Principles f o r  DeLerniining Cost:; A]]- 
~ilicable to riesearcli nnd DeileIop~nenL 
Under Grants and Contracts ~ ~ i L h  I-los- 
pitals.” The allowability of costs iu- 
CUIWCI by comn~ercial oi’gmiications 
a n d  Lhose noli-profit. organiza.l;ioiis lisL- 
ed iii kLl,achnient C t,o Circulsr A-122 is 
deLe~*miiied in ztc:co~~dance wiL1i tlie prw 

-~ .... - ., . . 

I 

6 215.29 Conditional exemptions. 
(a) OMS authorizes conditional e x -  

emption from OME administrative re- 
quirements a n d  cost principles circu- 
lars for certain Federal programs with 
statutori$-authorized consolidated 
planning and consolidated administra- 
tive funding, t ha t  a r e  identified by a 
Federal aEency and approved by t h e  
head of the Executive department or 
establishment. A Federal agency shall 
consult with OMB during its consider- 
ation of whether to  gran t  such an ex- 
emption. 

(bj T o  promote efficiency in S t a t e  
and  local program administration, 
when Federal non-entitlement pro- 
grams with common purposes have spe- 
cific statutorily-authorized consoli- 
dated planning and consolidated acl- 
ministrative funding and where most of 
the S ta t e  a,rrency’s resources come 
from non-Federal sources, Federal  
agencies mag exempt these covered 
State-adminisbel’ed, non-entit lement 
grant programs from certain ONIB 
grants managem en t requiremen Ls. T h e  
exemptions would be from: 

(1) The requirements in  2 CFR. p a r t  
2211, “Cosf fJrinciples for S ta te ,  Loca l ,  
ancl Indian Tribal Governmeiits (OMB 
Circular A-07)” oLlier than the  
allocabilitg of costs provisions thatr aye 
conCained in subsection C.3 of Appendix 

(2) The requiremenLs in 2 CPR. part. 
220, “Cos1 Principles for Educe.tion,zI 
lnsti lutions (OMB Circular A-21)’’ 
other tliaii the allocability of costs pro- 
visions that, are contained i n  j~aragralili 
C.4 in sect;ion C of the Appeiidix t u  that 
part; 

(3) The recjairements in 2 CFE. ])art. 

:anizatiuns (CJlvIB Circular h-122)” 

A LO tllal, JXLI’t; 

230, !‘C:ost. P-rinciplcs-for 1’lon-F~’ofit Or: .. . .~ . 

.. . 
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cii,lii!r, Lllm l , h ~  allooabill ty or ::osts p i v  
~vl:;loii:; t l i a l ,  arc i n  paragraph 8 . 4  In 
~ i ~ ! ( ~ . I ; l o I i  A 01' Appendix A t o  that  part; 

( 4 )  'l'hc ;J,dministrat;tvcl requirements 
provlslons o f  parl, 215 (0M.D Circular A- 
I IO. ' '1.J H I lorm A.d m I n l s L m t i  ve ILoquire- 
niciiLf; for Grant,f: and Agreements wl1;1? 
1 i x 1 ; 1  l;uI;lon!: of B l g h e r  Educatlon, 1-10s- 
pItalr;, a n d  i)l;her NOn-F'r[Jf1L Organlza; 

(6) Thc! agcncies' graiiLs managcmonI, 
(:ominon i'ulo (RGO $215.6) 

((:) Wlicn a Jh?doral ;qonoy providcr: 
L;his llcxlbilll,y, as a prerequl f i l t e  I;o a 
S~;;J.~X'S oxeroising Lhls option, i1, Sh l ;~ !  
must, adol~t 11;s own writben f i sca l  and 
arlrninlsl;ra.t;ive requirements for ax- 
poiiding and accounting for all funds, 
which arc consistent with the provi- 
sions of '2 CFR part 226, "Cost Prin- 
ciples for S ta te ,  Local, and Indian 
Tribal Governments fOMB Circular A- 
07)"  and extend such policies to all sub- 
recipients. These fiscal and administra- 
~ J Y !  requirementfi must, he sufficiently 
slieclfic to ensure that:  funds are used 
i r i  c:ompliance wl t h  all applicable Fed- 
ai*:~,l statutory and regulatory provi- 
s ions ,  oosth' are reasonable and nec- 
essary for operating these programs, 
a n d  funds are not; he used for general 
expenses required t o  carry out other 
responsibilltles of a S ta t e  or Its sub- 
recipients. 
r G ! l  TIL 2CZOl. May 11. 2004, as :mended at I O  
FIR. mni, AUK 31, ZOOSJ 

PROPERTY ST A N D A I ~ S  

I ; l ( I lX . " J ;  alld 

#%IG.30 Purpose of property stand- 

Sections 215.31 through 215.37 set 
forth uniform standards governing 
management and disposition of prop- 
erty furnished by the Federal Govern- 
ment whose cost was charged to a 
project supported by a Federal award. 
Federal awarding agencies shalI re- 
quire recipients bo observe these stand- 
a rds  under awards and shall not; impose 
additional requirements, unless specifi- 
cally required by Federal s ta tu te .  The 
recipient may use i t s  own property 
nianagement standards and procedures 
provided i t  observes the  provisions of 
5 215.31 through $215.37. 

ards. 

. .  

2 CFF! Ch. II (1-1-06 Edifion) 

6 21 5.31 lnsurarlce cove~-agc. 

Eecipients shall, af, a. minimum, pro- 
vide the equivalent; inxurancc coverage 
for roal property and fxwipmcnt. ax- 
quired wlLh Federal funds as provlded 
I;o propcrt;y owned by l;he rwlpient 
Tr'ederally-ciwiiot1~d propert,y nood not; t)c 
insiirod rinless requlrcxl by Clie krni:; 
and coridltionfi o r  thc award. 

5 a1 I;.!l'L I lon l  pl.op""ty. 
Ehoh Federal awardlng agency xkiall 

prcscriba requiromonlx lor. rcoiploiil;!; 
c:onoc?rn~ng i;he URO and d~spositjori or  
real property acquired In whole or i n  
part; undcr awards. Unlass oLherwlsc 
provlded by statute, such require- 
ments, at a minimum, shall oont,ain 
the following. 
(a) Title to real property shall vest in 

the recipient subject to the condition 
tha t  the recipient shall use Lhe real . 
property for the  authorized purpose of 
the project, as long as it, is needed and 
shall not encumber the proper%y with- 
out, approval of the Federal awarding 
agency. 

(b) The recipient shall obtain wrltben 
approval by the  Federal awarding agen- 
cy for the use of real property in othcr 
federally-sponsored projecLs when the 
recipient determines that Lhe property 
is no longer needed Cor the purpose o i  
the original project. Use in other 
projects s h d l  be limited to those under 
federally-sponsored projects (ix., 
awards) or programs that have pur- 
poses consistent with those authorized 
for support by the Federal awarding 
agency. 

(c) When t h e  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 i t s  successor Federal award- 
ing agency. The Federal awarding 
agenoy shall observe one or more of the 
following disposition instructions. 

(1) The recipient, may be permitted to 
retain title without further obligatlon 
to the Federal Covernment after i t  
compensates the Federal Government 
for t ha t  percentage of the current fair 
market value of the property attrib- 
utable t o  the Federal participation in 
the project. 

PAGE ...(.b'... OF ...30. . PAGES 
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12) The  recipient may be cliracl&d Lo 
scll Llic pi'o]~erty tinder ~.t~Iclclines j)ro- 
viderl bj' Lhe Federal swardiiig agencg 
and pay tlie Federal Govcrnnien I, for 
t;111tL percenta~pe of the  currenl. iair 
market vnlue of the property atitrib- 
titable to the  Perleral participation in 
the pro,jecL (after deducting actual and 
I-easonable selling and fix-ul) expenses, 
i f  any. f rom the sales proceeds). When 
the recipient is authorized or recjuired 
t o  sell the property, proper sales proce- 
dures shall be established tha t  provide 
for competition t o  the extent prac- 

(b) Exmipt propcrl?/. Wher ~ L ~ ~ t ~ i L o r j f  
i~iiLhorii;ji exists, t h e  Federal :iwarding- 
agency has t h e  opt1011 LU vesl. tlLle Lo 
propert;y acquired upit11 Peder8.1 l u n d s  
Ili the  recipieiit w l t l ~ o u l  furLher obliga- 
tion to  the Federal Goveriinient and 
under' conditions the Federal awarding 
agency considers appropriate. Such 
property is "exenipl; property." Should 
a Federal awarding agency n o t  estab- 
lish conditions, tltle Lo exempt proy- 
erty upon acquisition shall vest i n  t h e  
recipient without further obligation t o  
the Federal Government. 

ticable and result in the liigliest pos- 
sible return. 

(3) The recipient mag be directed to  
transfer title t o  the property to  the 
Federal Government or to an eligibie 
third party provided that,  i n  such 
cases, t he  recipient shall be entitled t o  
compensation for i ts  attr ibutable per- 
centage of the current fair  market  
value of t he  property. 

9 215.34 Equipment. 
(a) Title t o  equipment acquired by a 

recipient with Federal funds sliall vest  
in t he  recipient, subject t o  conditions 
of th i s  section. 

(b) The recipient shall not use equip- 
ment acquired with Federal funds t o  
provide services to non-Federal outside 
organizations for a fee that is less t h a n  
Drivate comDanies charge for equiva- 

215.33 Pederauy-ow7ned and exempt 

la) FedcmZl?/-owned aroaert?i. (1) Title jllterest in equipment, 

ient services, unless specifically au- 
thorized by Federal statute,  for as long 
as the  Federal Government retains a n  

property. 
~. I . .  

to €ederally-&ned property remains 
vested in the Federal Government. Re- 
cipieiits shall submit annually an in- 
ventory listing of federally-owned 
property in their custody to  the  Ped- 
eral awardinp agency. Upon completion 
of the  award or wlieii the property is n o  
longer needed, the recipient shall  re- 
porL the property to the Federal award- 
ing agency for further Federal agency 
u tilization. 

(2) If Lhe Federal awarding agency 
has no furLher need for the property, i t  
shall be declared excess and reported to 
the General Sewices AdministraLjon, 
miless the Federal awai~l ing  agelicy 
has s ta tutory a~itl iori ty Lo dispose of 
the proper Ly  by til ter~iat;j v e 127 e tli od s 
(c.g., the aubhoriI;y provided l i ~ i  the 
Fecleral 'I'echnolog,y Transfer Act  (15 
U . S . C .  3710 (I)) Lo donate I-esearcli 
equipnienl. to educaLionaJ iind non-prof- 
j 1, urg~~mieatioi~s ill accordaiice wiLh 
B. 0. 12U21, "lrn~i~~oving Math eniatics 
and Science Bd acntion in Suliport. of 
Llie IdaLIon~~1 Education Goals" (57 P'R. 
51305, 3 CFR, 1992 Comp. ,  11. 328)j. A])- 

- ._~.... ] i rop~ia te  insLractions sliall be issued 
1.0 th e re ci jjien i ij y ~1i6 Fc?deix-.a.w arc] -- 
iiig k ~ g e n ~ , ~ .  
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(c) The recipient shall use the equip- 
ment in t h e  project or program for  
which it was acquired as long as need- 
ed, whether or no t  the project or pro- 
gram continues t o  be supported bg Ped- 
eral funds and sliall not encumber the 
property without approval 01 the Fed- 
eral awarding agency. When no longer 
needed for the  original project o r  pro- 
gram, the recipient shall use the eyuip- 
nient in connection with i ts  other fed- 
erally-sponsored activities, in L h e  fol- 
lowing order of prjorjty: 

(1) Activities s~)onsored Iiy the  Ped- 
eral awarding agency whicl? fuiicled the  
ori@iaJ project, then 

(2) AcLivities sponsored by otIiei* Ped- 
era1 awarding agencies. 

((1) Doring the  tinit: thaL equipimnt 
is usecl on the project, or prograni for 
v<liich it was acguired, the recipienL 
shall make it a.vailabie for use 011 other 
projects 01' pi'ograms i f  such oLhei' use 
will n o t  ini.erfere wiLh the work 011 Llie 
project 01' program for whicli the equip- 
ment  was originally accjuiretl. Firs1 
preference for such obher use shall  lie 
~i\reii  t o  oLher j~~ 'o j cc t s  or ]irogrzms 

agency [;hat. financed I;he ec~iij]men t; -~ - - - --  .. .. ... . - .  sponso~ed by the Federal mwdixig - .  

---I _. -. 
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r:cc:oiitl pi'cfcrcnce s h e l l  be Kivcn t o  
p r o j ! ~ ~ l ~ s  or progams sponsored by 
01.1inr F'cdcral awarding agencies. If the 
(wii iprrimii, is owned by the Federal 
!:ovnri~rncnL, use  on other activltles 
not ,  sponsored by I;hc Federal Govern- 
~ i i o i i i .  shal l  be pormissiblc i f  a ~ t h o r l ~ ~ e d  
Iv 1,hc F'cxieral awardlng agency [Isor 
c!i:Lr[:.os shall 1x t;ronf;od as proppm I n -  
<:(I l l l C  

( 0 )  Whnn acquiring rep1ac:enionL 
c-!qull)rciont, Lho twclpiont m s g  use the 
cqut~)moiil, l;o I?c replwed a s  I;ra.tlc!-ln or 
r jc l l  i;he nqdlpmont and use the pro- 

mnnl; c!qulprncnt subject to  the ap- 
j-vr)v>~I o f  1;hc JWeral awa.rding agency. 

i f j  The  recipient's property manage- 
t-nciit standards for equipment acquired 
wI t h  li'ederal funds and federally-owned 
equipment shall include all of the fol- 
I owing: 

i1.j Xquipment, records shall be niain- 
t,ained accurately and shall include the 
following information. 

(1) A doscription of the equipment. 
(11) Manufacturer's serial  number, 

model number, Federal stock number, 
riaLional stock numher. or other identl- 
Cication numl)er. 

(111) Source of the equlpmcnt,, inclutl- 
ing the award number. 

f i v j  Whether title vests i n  the recipi- 
ent; or the Federal Government. 

(v) Acquisition date (or date re- 
ceived, i f  the equipment was furnished 
h y  the Federal Government;) and cost. 

(vi) lnformation from which one can 
calculate the percentage of Federal 
participation in the cost  of the  equip- 
ment (nol; applicable to  equipment fur- 
nished by the Federal Government). 

(vii) Location and condition of the 
equipment and the da te  the  informa- 
tion was reported. 

(viii) Unit acquisition cost .  
(ix) Ultimate disposition data,  in- 

cluding date of disposal and sales Price 
or the method used to determine cur- 
rent fair market value where a recipi- 
en t  compensates the Federal awarding 
agency for its share. 

(2) Equipment owned by the  Federal 
Government shall be identified to indi- 
cate Federal ownership. 

(3) A physical inventory of equipment 
shall be taken and the  results rec- 
onciled with the equipment records at 
least once every two years. Any dif- 

( : p . ( ! d S  to OffHCI;  I;hf! (:OSI;h' < J f  the rc!phX- 

2 CFR Ch. I1 (1-1-06 Edition) 

lerc!nc:es between qusntl!;ics t l  
minetl by  the phgslcal insJmction a n d  
thioss shown in the accoiint,lnfi rc!r:orrls 
shall be investtgatd tCJ detmminc: !;he 
(;auwF; of t h e  dlffarence T'h (I ror:lr)lnnl. 
rihsll, 111 conriecblon with I;hc I n v e n -  
tmry, vc!rlfy the oxiskncc, curr~!nI, ut i -  
I1aat;ion. and c:onl;lr~u~(J mc)d  for l,hc! 
oqulp.7rrton 1;. 

( I )  A oontrol system shall bo In cflocl; 
to  lntlura adoquatic sabguards Vtcl  pre- 
V m t ;  los:;, t l a m s ~ e ,  or I;lioil; of t,ht! 
cquipnienl,. Any 1 0 ~ 6 ,  damage, or  l;l icfl ,  
of equipnienl; shall be !nvost;igsl;od anrl 
fully documon1;d; If bho equipment was 
owned by the P'edcral Government, thc! 
recipient shall promptly notlfg the 
Federal awarding agency 

( 5 )  Adequate maintenance procedurce 
shall be implemenLed to kesp the 
equipment in good condition. 

(6) Where the recipient is authorized 
or roquired to  sell thc equipment, prop- 
er sales procedures shall be est,ahlished 
which provide for competition to the 
cxtant practicable and rcsul t ,  In 6hc 
highest possible return. 
(g) When Lhe rsclliient no longer 

n w d s  the equipment, the equipment 
mag be used for other activities in  ac- 
cordance with the following standards. 
For equipment with a. current per unit. 
fair market value of $5000 or more, the 
recipient may retain the equipment, for 
other uses provided tha t  compensation 
is made to the original Federal awsrd- 
ing agency or ids successor. The 
amount of componsstion shall he com- 
puted by applying the percentage of 
Federal participation In the cost of  the 
original project or program to  the cnr- 
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 
requlrement, exists within that agency, 
bhe availability of the equipment shall 
be reported to the General Services h d -  
ministration by the Federal awarding 
agency to determine whether a require- 
ment  for the equipment exists i n  other 
Federal agencies. The Federal award- 
ing agency shall issue instructions to 
the recipient n o  later than 120 calendar 

I 56 
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shipping 01’ iiiterim storage costs in-  
curred. 

(3) If the recipient is instructed t o  
otherwise dispose of the equipment, the 
recipient shall be reinibursed by the 
Federal awarding agency for such costs 
incurred in its disposition. 

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

(i) The equipment shall be appro- 
11riat;ely Identified i n  t h e  award or oth- 
erwise made known to the  recipient; in 
writing. 

(ii) The Fecleml awarding agency 
shzlll issue disposition instructions 
wi tliiii 120 calendar days after receipt, 
of a f i n d  invenCory. The fins~l inven- 
tory shall lisl all ecjuipment accjuirecl 
wi Lli graiit. f u n d s  and  federally-owned 
eqoip~nent. If the Federal awarding 
ageiicy fails t o  issue disposition in-  
structions within the 120 calendar day 
period, Llie recipient shall apply the 
standilrds of Miis secLioii, as :~ppro- 

(iii) Mrheli- t h e  . Federal a.war’ding 
:Lgency cxerciscs iLs right. t C J  Lalie t i t l c ,  

- - ~ - .  priate. 

private companies charge for equiva- 
lent services, unless specifically au- 
thorized by Federal statute as long as 
t i e  Federal Government retains an in- 
terest i n  t h e  supplies. 

B 216.36 Intangible property. 
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(a) The recipient may copyright any 
work tha t  is subject t o  copyright a n d  
wits developed, or for which ownership 
was purchased, under an award. The 
Federal awarding agency(ies) reserve a 
royalty-free, nonexclusive and irrev- 
ocable riglit to  reproduce, publish, o r  
otherwise use the work for Federal pur- 
poses, ancl to  authorize others Lcr do SO. 

( h )  Recipients are subjecl Lo ap])lica.- 
ble regulations governing patents  and 
invcnLions, including government,-wide 
regnlations issued ly the I)epart;nient 
of Commerce at. 37 CFR pa r t  401, 
“Rights t o  inventions Made by  Non-  
11rofIL Organizations aiid Small Busi- 
ness Firms Under Governmenl Grants,  
Con LraCLS X l d  COO~JeI’at;~\JC Agree- 
mcnl;s.” 

righL bo: 
( e )  The Federal Governnlent h s s  the  

(1) OhtiLin, reproduce, ~~ubl is l i  or 0th- 
erruise -use - t h e  data first . prod~ucecl .. ~. ~ . . 
 under^ a.n a.v:ai’d. 
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(21  AiiI,l~orlxc! oI,hers In rfmivc:, rcpro- 
(II I (x! ,  rinhllsli. or othnrwiw use s u c h  

( i l l  i l j  I n  ~ l d i I ; l ~ ~ r i ,  In response to a 
If’ri!otloin of Informstlon Act, (POIA) re- 
(IlIDSL Cor loH0:LrCh d O . t &  rC:~~J.tIllg to pub-  
1 IsIi~d ~.o~oarcli  finding:; protluc:od under 
it17 :i .wi~rd h . 1 ;  was u ~ e d  by the Pedcral 
Govornmcnt In doveloplng an ~ ~ g m i c y  
8.c:l;lon I;hiLl; haft l;he foroe and offect; of 
l a .w ,  l,he Pederal awarding agoncy shall 
rc:qcier:l;, and the recipient shall pro- 
vl00.  wltliln a rwJxonable tlnie. the re- 
sc:arch d a h  80 I;hat thay can bc made 
a.vsilable Lo 1;he public Lhrough Lhe prfJ- 
codurof;  e#l;ablished under the FOIA. If 
t h o  li’ederal awarding agency obtalns 
tlic ro8carch d a h  solely In response t o  
ii. F’OIA rsqueet, the agency may charge 
thc requester a reasonable fee equaling 
t3ha full incremental cost  of obtaining 
the research data. This fee should re- 
riect costs incurred by the  agency, the 
recipient, and the applicable subrecipi- 
en ts. This fee is in addition to any fees 
Lhe agency may assess under the FOIA 
(5 U.S .C 552(a)(4)(A)). 

!A) The foIlowing definitions apply 
f o r  purposes of paragraph (d) of this 
section: 

( i )  Rxsearch data 1s dofinecl as thc re- 
corded lacl;ual niat;erlal comrnnnly ac- 
c ~ p l ~ e d  in Lhc: x ien t i f ie  community as 
nwessary to validate research findings, 
hut, not any of the following: Prelimi- 
nary analyses. drafts of scientific pu- 
pers. plans for future reeearch. peer re- 
views, or communications with ool- 
lcagues. This “recorded” material ex- 
cludes physical objects (e.g. ,  Iahoratuy 
ssrnples). Research da ta  also do  not ln- 
clude: 

(A) Trade secrets, commercial infor- 
mation, materials necessary t o  be held 
confidential by a researcher until they 
are published, or similar information 
which is protected under law; and 
(B) Personnel and medical informa- 

tion and similar inforniation the d i e  
closure of which would constitute a 
clearly unwarranted invasion of per- 
sonal privacy, such as information tha t  
could be used to identify a particular 
person in a research study. 

(ii) Published is defined as either 
when: 

(A) Research findings a re  published 
i n  a peer-reviewed scientific or tech- 
nical journal: or 

ll2,l;& for’ Pf:deral purposes 

2 CFR Ch. [ I  (1-1-06 Edition) 

(R, A Paderal aceiicy publicly a n d  of- 
ficially cites t‘ne research findlngs in 
support of an agency ac t ion  that, has 
t 1 1 ~  rorce and effect, of law. 

(il l)  ‘IJscid by the Federal Oovcrnrncnl, 
In dovc:lopin~ mi agency ;~Cl;~O77 t;hx.t 
li;Ls i;tlc rorc:c.!  ant^ (?rie(;i; or law is (h- 
r i l i d  ac whon an :igoncg publ ic ly  :Lnd 
offlclallg cl1;cs the nwoarch ffndlnKs In 
support of an agoncy actlon that, har: 
GIX: forco m d  o f m ;  or law. 

(0) Tltle 1x1 IntrLngiblu property a n d  
deb(; 1nst;rumonta acquired under mi 
award or Rubaward vests upon acquisl- 
tloii In I;ho reclplont. The reclpienl. 
shall  use (;hat; property for the orlgJ- 
nallj~-authorized purpose, arid the re- 
cipient shall not; encumber Lhe prop- 
erty without approval of the Federal 
awarding agency. When no longer necd- 
ed for the originally authorized pur- 
pose, disposition of the intangible prop- 
e r ty  shall occur in accordance wi’ih the 
provisions of 5 216.34@). 

rSU FR 28281. May 11. 2004. m amended at 70 
FR 61881. Aug. 31, 20051 

5 21 G.37 
Real property. equipment. intatigiblc 

property and deht; infitrunients (;hat. arc. 
acquired or improved with Federal 
funds shall be hold In trusL by the re- 
cipient, as trustee for the beneficiaries 
of (;he project or program under which 
the property was acquired or improved. 
Agencies may require recipients too 
record liens or other approprin.te no- 
tices of record to ilidlcate tha t  per- 
sonal or real property has been ac- 
quired or Improved with Federal funds 
and t h a t  use and disposition conditions 
apply to the property. 

PROCUREMENT STANDARDS 

Property trud t-elntionflhip. 

6 215.40 Purpose of procurement 

Sections 215.41 through 216.18 set  
forth standards for use by recipients in 
establishing procedures for the pro- 
curement of supplies and other expend- 
able property, equipment, real property 
and other services with Federal funds. 
These standards are furnished to en- 
sure that such materials and services 
are obtained in an effective manner 
and in  compliance with the provisions 

standards. 
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of :tpplicable Fcderal sLaLuLes aiid ez- 
ecutivrc orders. N o  adtlitio~ial p r o c ~ r e -  
nient standards or requireme~1ts sl1;~11 
lie iniposetl IJJI tlie Federal awarding 
agencies upon recipients, unless spe- 
cific:tlly required by Federal statute or 
executive order 01’ approved by OMB. 

$215.41 ILecijiient responsibilities. 
The staiidards coiitaiiied in  this sec- 

tion do not relieve the recipient of the 
contractual responsibilities arisiog- 
under i t s  contract(s). The recipient is 

$215.44 

the ~~esponsil~le authority,  without re- 
course t o  the Federal awarding agenc~r, 
regarding the sett lement and satisfac- 
tion of all contractual and administra- 
tive issues arising o u t  of procurements 
entered in to  in support of an award or 
other agreement. This includes dis- 
putes, claims, protests of award, source 
evaluation or other ma t t e r s  of a con- 
tractual nature. Niatters concerning 
violation of statute a re  t o  be referred 
to such Federal, S ta te  or local author- 
i t y  as may have proper jurisdiction. 

$215.42 Codes of conduct. 
The recipient shall maintain written 

standards of conduct governing the 
performance of i t s  employees engaged 
in the award and administration 01 
contracts. No employee, officer, or 
agent shall participate in  the  selection, 
award, or administration of a contract 
supported by Federal funds if a real or 
apparent conflict of in te res t  would be 
involved. Such a conflict would arise 
wlien the employee, officer, or agent, 
any member of his 01’ her immediatz 
iamily, his or her partner, or an orga.- 
nizatioii which eniyloys or is about  Lo 
employ any of Lhe par t ies  indicated 
hereill, has a finaiicial or other  interest, 
in the firm selected for ail award. The 
officers, employees, and ageillis of LIE 
recipient sliall neiLlier solicit nor ac- 
cept g~~atujt jes,  favors, or aiiyLhing of 
~norteLnry value f?om coiiLractors, or 
parLies to subcgrecments. I-lowever, re- 
cipients niay sef, sLanc1ai~ds ior  siLua- 
tjons in which t h e  fiiiancii~l in Leresl is 
no t  sul)aLanLial or Lhe gift is an LIIISO- 
IjciLed item of nominal value. The 
standards of conduct shall provide for 
disciplinary actions Lo be ~~]1111iecl for 

. .  - - - _ . _ ~  - -  violat~oiis of sucli sLanc1ai~is by off]- 
oers, einjJi6y[ies, O r  agents  or the re- 
ci pien t. 
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6 215.43 Competition. 
fill prmcureinen 1, LransacLions shall 

be cor~ducted i i i  a manner Lo provide, 
to the mar:imum exLent prttctical, opcn 
and free coni~~etlLioz~. Tlie rec ip ien t  
shall lie alert, t o  o r ~ a n ~ z a t i o ~ ~ a l  coli- 
flicts of inLeres1 as well as nonconipeti- 
tive practices among coiitractors tliat 
may restrict; or eliminate competition 
01’ otherwise restrain trade. In order t o  
emure objective contractor perform- 
ance and eliminate unfair competitive 
advantase, coiitractors that develop or 
draft specifications, requirenients, 
statements of work, invitations f o r  
bids andlor requests for proposals shall 
be excluded from competing for such 
procurements. Awards shall be made to  
the bidder or offeror whose bid or offer 
is responsive to  the solicitation and is 
most  advantageous t o  the recipient,  
price, quality and other factors consid- 
ered. Solicitations shall clearly s e t  
forth all requirements that  the  bidder 
or offeror shall fulfill i n  order for t he  
bid or offer t o  be evaiuated by t h e  re- 
cipient. Any and all bids or offers may  
be rejected when i t  is in t h e  recipient’s 
interest  t o  do so. 

5 215.44 Procurement procedures. 
(a) All recipients shall establish writ- 

ten procurement procedures. These 
procedures shall provide for, at a min- 
imum, that paragraphs [a)(]), (2) and 
(3) of this section apply. 

(1) Recipients avoid purchasiiig UII- 
necessary items. 

(2) Where appropriate, an analysis is 
made of lease and purchase alter-  
natives to determine which would be 
t h e  most  economics1 and practical pro- 
curemen1 for t h e  Federal G o ~ e r n m e n l .  

(3) Solicitations ior goads and serii- 
ices provide €01, all of the foliowing. 

(i)  h clear ancl accurate descri]~tion 
of tlie technical r’ecjuirenients for Lhe 
mater ia l ,  product. or service Lo be pro- 
curecl. In conipetitive procui’emei~Ls, 
such a clesci~i]~tios shall not contain 
1 ea  Lures which und u I 3’ r estri c L com- 
I?eLjt;ion. 

(i i)  Rec~uii~ements which the b idder /  
offeror I ~ U S L  fu l f i l l  and dl other  Pic- 
tors t o  be used i n  evaluating bids or 
propos~Lls. 

( i i i j  h clescri]~Lion. whe~ierrei. 13riic- 
Licalile of -Leclinical ~ : cc ]u i i*~n~g~~t ; s  111 .. . ~ ~. . 

i,ernis of €unctions Lo be pcrIormed or .. 
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~ J ~ ~ l ’ ~ ~ l ~ l l l ~ L i l ~ : ~ ~  required, including Lhr 
V:I.II~P o f  ac~eptaI11e charact,eristics or 
i ~ i 1  n l n i  urn acceptable standards. 

ilvr Thct speciflc features of “brand 
ii:tiiic 01’ equal” descriptions that. bid- 
d o i ~  are requh’od t o  meet, when such 

( v )  Tho acosptanoe, Lo the e~1;eiiI~~ 
j1:’aotl cahle and oconomlcall y feaslbl D, 
of produck and Hervioes dimensioned I n  
I;IW rnoLnic flysl;orn of moafiuroment;. 

( V I )  Proferoncc, 1x1 Lhe cxtenl; prao- 
i,i(::Lble a n d  economically foaalble, for 
~irot lucts  and sorvlces that, COI~H(IPVU 
nahiiral r(%ouroos and proI;c-lol, Lhe envl- 
ronnienL and are energy efficiont. 

(I)) T-’osll;lve efforts shall bc made by  
reciploiits to utilize small husinessos. 
mi 11 or i by-o wned firms, and w orrien ’ f i  

I,usincss enterprises, whenever pos- 
sible. Recipients of Federal awards 
shall take all of the following step6 to 
further tiis goal. 
(1) Ensure that small businesses, mi- 

nority-owned firms, and women’s busi- 
ness enterprises are used to the fullest 
c:rtent. practicable. 

(2 :  Malre information on forthcoming 
opportunities available and arrange 
:;inre framer: for purchases and con- 
t,rit.cts I;o cncourage and facilitate par- 
ticipation hy  small businesses, minor- 
ity-owrled firms, and women’s husincss 
enterprises. 

(3) Consider in the contract; procesfi 
whether firms competing for larger 
contracts intend Lo subcontract with 
m a l l  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 tnese firms to handle individ- 
ually. 

(5) Use the services and assistance, as 
appropriate, of such organizations as 
the Small Business Administration and 
the Department of Commerce’s Minor- 
i t y  Business Development Agency in 
the solicftation and utilization of 
small businesses, minority-owned firms 
and women’s business enterprises. 

(c) The type of procuring instruments 
used (c.g., fixed price contracts,  cost  re- 
imbursable contracts, purchase orders, 
and incentive contracts) shall be deter- 
mined by the recipient b u t  shall be  ap- 

Il,f!lll:; iJJT illGlUd(3d In the SOliClt&t!Oll. 

2 CFR Ch. 11 (1-1-06 Edition) 

propria.i;e for the part;ic:ula~, procure- 
nicnl. and for promet,lng thc hesl. InLer- 
est, ol’ the program or project Involved. 
The “c:ost-plus-a-percentaRo-oC-cos:;” 
or “perc:eni,age of construction cost” 
methods of contracting shall IIO(, be 
used 

(d)  C;onI;riLa~,I: shall ha ma.tle only wit l i  
rosponsiblc contractors who posiscsr: 
the pol;eril;lal ahlllty I;o p e r h T f i  m(:-. 
ocssfully under the torms and condl- 
tions of 1;hc proposed procurcmc!nl 
C;onsidorat,ion shall be glven t o  such 
matters as contractor 1nI;egrity. record 
of past pcrformance, Cinanclal and 
toclinical resources or accesvtbility to  
other necotlsary rewouroes. 111 certain 
circumstances, contracts with certain 
parties a re  restricbed by agencies’ im- 
plementation of E0,s 12549 and 12609, 
“Debarment and Suspension.” 

(e) Recipients shall, on request, make 
a.vailahle for the Federal awardinr 
agency, pre-award review and procure- 
ment documents, such as request for 
proposalfi or invitations for bids, inde- 
pendent cost  estimates, etc.. when any 
of the following conditions apply. 

(1) A recipicrit,’s procurement, proce- 
dures or opera1;ion Iails to  comply with 
the procurement stiutdards in Lhe Ped- 
era1 &warding agency’s Implement,a.t;ion 
of this part. 

(2) The procurement is expected to 
exceed the small purchme threshold 
flxed a t  41 U.S.C. 103 (11) (currently 
S25,OOO) and is to be awarded without 
compotltion or only one bid or offer is 
received in response to a solicitation. 

(3) The procurement, which is ex- 
pected to  exceed the small purchase 
threshold, specifies a “brand name” 
product. 

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

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

8 216.45 Cost and price analyfiis. 
Some form of cost or price analysis 

shall be made and documented in the 
procurement files in connection with 
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conditions where Llie coiiLi’acL 111ay )re 
~,erminr~i,erl )JIHXLUS~ of c i i ~ c ~ i i i i s l ~ a ~ i ~ : ~ ~  
beyond the  coii LNJI of the contracLor. 

(cj Excepl, as otherwise required by 
s~a ( ,u t e ,  an award t1ia.L requires t h e  
contracting (or subcontracfi~ig) for 
construction or facility improvements 
shall provide for the recipient; to follow 
its own recjuirements relating Lo bid 
guaraii Lees, performance bonds, and 
payment bonds unless the construction 
contract or subcontract exceeds 
$100,000. For’ those contracts or sub- 
contracts exceeding 5100,000, t h e  Fed-  
eral awarding agency may accept t h e  
bonding policy and requirements of t h e  
recipient, provided the Federal award- 
ing agency has made a determination 
that the Federal Government’s i n t e re s t  
is adequately protected. If such a de- 
termination has  not  been made, t h e  
minimum requirements shall be s s  fol- 
lows. 

(1) h bid guarantee from each bidder 
eguivaient to five percent of t h e  b i d  
price. The “bid guarantee’’ shall  con- 
sist of a firm commitment such as a 
bid bond, certified check, or other ne- 
gotiable instrument accompanying 2 
Did as assurance that the bidder sha l l ,  
ipon acceptance of his bid, execute 
~UCII  contractual documents as mag be 
-equired within the  time specified. 

(2) k performance bond 011 the part of 
;he contractor for 100 percent of t h e  
:ontract price. A “performance bond” 
s one executed in connection with a 
:ontract to secure fulfillment of all the  
oatractor’s obligations under such  
ontract .  
(3) h paymente bond on the  par t  of t he  

ontractor for 100 percent of the  con- 
ract price, A “payment3 bviid” is one 
secated in connection wit11 a con t r ac t  
J assure ])ajment as required by sLat- 
Le of a11 ]~ersons  su]~pl)~ing hbor  and 
c ate rial in Llie execubion of Lhe work 
-ovjded for in L h e  conLract. 
(4) Where lion[Is are rccjuii*ed in bhe 
LuaLions describecl herein, LIE bonds 
iall be o)iI;ained fi-om comj~aiiies holcl- 
g cerLificates of authoriLg as  acce]it.- 
rle suf*eLies ]~ursuant, Lo 31 CPR. pal% 
3. “Surety Com~i;inie:: do in^ Iiusiiiesz 

( d )  All negotiated conixitcts (o:ce]iL 
ose for  less tlian t h e  small pu~chase 
rmhold) .aw&I~!ed by ~*epipicii Ls shsll 
clude B 11~~wi,sioii 1,o i;he effect  t l iat .  

th (;he UJli Led 8bELLeS. ” 

-. - - ~ . - -  ~. .~ ~ ~. 

every ])roc~ii~emenl, ~~cLion .  Price ruial- 
gsis m:ty lie accom)ilislietl in variot~s 
ways, including Lhe comparisoii oi 
price ~~uoL~tl;ioiis submi t t ed ,  market, 
prices and similar indicia, LogeLlier 
wiLh discounk. Cost analysis is L11e re- 
view and evaluation of each element of 
cost, Lo deterniine reasonableness, 
allocability and ailowabili ty . 

9 216.46 Procurement records. 
Procurement records a n d  files for 

purchases 111 excess of the small pur- 
chase threshold shall include tlie fol- 
lowing at a minimum: 

(a) Basis for contractor selection; 
(h) Justification for lack of competi- 

tion when competitive bids or offers 
are not obtained; and 

(c) Basis for award cost  or price. 

5 215.47 Contract administration, 
h system for contract administration 

shall be maintained to  ensure con- 
tractor conformance witli the terms, 
conditions and specifications of the 
contract and t o  ensure adequate and 
timely follow up of all purchases. Re. 
cipienss shall evaiuate contractor per- 
formance and document, as appro- 
priabe, whether contractors have met 
t h e  terms, conditions and specifica- 
tions of the contract. 

9: 215.48 Contract provisions. 
The recipient shall include, in addi- 

tiox t o  provisions to define a sound and  
comjilete agreement, t h e  following pro- 
visions iii all contracts. The following 
provisions shall also be zppliecl Lo sub- 
con tracts. 

(a) Contracts in C X C ~ S E  of the small 
purchase threshold shall conLain con- 
tractual provisions or conditions that 
a11 ow for administrative, con tractual, 
or legal remedies in instances in wliich 
a coiitr i tct ,~~ violates 01’ bi-eaches blie 
conbracl berms, and ])rovide 101, such 
remedial itctions as may be apjiro- 
])ri,zLe. 

01) fill contracts in excess of t h e  
small j~urci ia~e tlireshold shall contain 
sui Lable proi~isions 101- ter~i-iinrition by 
tl1e ~*ecipieiiL, including t h e  maiiiier by 
which Lermination sliall ):le effecbed 
i ~ n d  t h e  basis for sett lenienl.  In a d d -  
t;ioii, such c:onLr~~cLs shall doscribe 0011- 
d i  tions unBei. \vliicli - t h e  con t,rac(. may  
bc 1.erminaLed for clefault as w ~ l l  as 

- - 
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1h1: i~cclpicnL, blic:  li'edariLI ;i.wardlrig 
a f : ' c i i c : : r ,  Lh(; Coniptro1)er C:orif!ral of t,he 
I h i l  h l  States, or any of their duly  au- 
l.riorlzc~r1 represent;&tives. shall have ac- 
wiii I;o any boolcs, documents, papers 
:~.ntl records of the (:ontractor whi.ch arc' 
dlric1,ly pertinent t o  a specific pro- 
C ~ U T I  for Lhe purpose of  malrlng audits, 
C . X ; J , I I ~ ~  ~i~i. I ; lons, excorpts arid 1;rsn- 
wrlpti onii. 

( c )  Al l  contracM, Including small 
purc:harteii, awarded b y  roclplentx and 
Lliclr contractors shall coiitaln Chc pro- 
ciironionL provlslonr: of appendlx A Lo 
Lhk: pnrt, a~ applicable. 

REPORTS AND nrcconns 

!i 216.50 h r p o e e  of rcportfi iind 

Sections 216.51 through 215.53 set 
rorth the procedures for monitoring 
ai id  reportiog on the recipient's finan- 
ciai and program performance and the 
mcessary standard reporting forms. 
T h e y  also set forth record retention re- 
quirements. 

% 216.51 

rec:ordfi. 

Monitoring nnd reporting pro- 
gram I)erforrnance. 

(a) Reclplents are responsible for 
managing and monitoring oach projeo(;, 
program, subaward, function or activ- 
i ty  supported by the award. Recipients 
shall monitor subawards t,o ensure sub- 
reciplents have met the audit; require- 
ments as delineated in § 216.26. 

( I ) )  The Federal awarding agency 
shall prescribe the frequency with 
which the performance reports shall be 
submitted. Except as provided in 
6 215.51(€). performance reports shall 
not be required more frequently than 
quarterly or, less frequently than an- 
nually. Annual reports shall be due 90 
calendar days after the  grant year; 
quarterly or semi-annual reports shall 
be due 30 days after the reporting pe- 
riod. The Federal awarding agency may 
require annual reports before the anni- 
versary dates of multiple year awards 
in lieu of these requirements. The final 
performance reports are due 90 cab  
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. 

2 CFi? Ch. I I  (1-1-06 Edition) 

id! When i~!quired.  pcrformitnce re- 
ports shall crcricrally contain. for cnch 
award. brief info:.mation on cach of the 
following. 

(1) A comparison of actual ;J.(:(:ouI- 
plishmcri1;s with the goals iJ,lld objec-- 
Mves C:fitX,~JliShed for the pcrltrd, I;ho 
fiur1lnE.c: of the Investlgatm, or bot,h. 
Whcriover approprlate and  the outpul .  
of  programs or projects can bc readily 
quanbffled,  such quantjtatlve d a h  
should be 1~2lal;ed too cosl; ds ta  for corn- 
pu1;stlon of unil, ::OGLE. 

(2) rloasons why oal;abllshod gcial!; 
werc not, rriel;, if  approprlate. 

(3) Wher pertlnenl, hiformation In- 
cludlng, whon appropriate, analysis 
and e;:planaLlon of cost overruns or 
high uni t  costs. 

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

(f) Recipients shalr immediately no- 
tify the Federa1 awarding ag-ency of de- 
velopments t ha t  have a significant im- 
pact on the  award-supported activi ties. 
Also, notification shall be given I n  t he  
case of problems, delays, or advsree 
conditions which materially impair the 
abilitq t o  meet the objectives of t h e  
award. ThiF; notification shall includo a 
stat'ement, of t h e  action taken or con- 
templated, and any assistance noeded 
to resolve the situation. 

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

(1.1) Federal awarding agenclefi shall 
comply wlth clearance requirements of 
5 CFR p a r t  1320 when requesting per- 
formance data from recipients. 

5 216.52 Financial reporting. 
(a) The following forms or such other 

forms as may be approved by OMB are 
authorized for obtaining financial in- 
formation from 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-269A to report the status of 
funds for all rionconstruction projects 
or programs. A Federal awarding agen- 
cy may, however, have the option of 
not requiring the SF-269 or SF-269A 
when the  SF-270, Request for Advance 
or Reimbursement, or SF-272, Report 
of Federal Cash Transactions, is deter- 
mined t o  provide adequate information 
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the agrement.  
(iv) The Federal awarding agencg 

shall require recipients t o  submit tlie 
8F-269 or SF-269h (an original and no 
more than two copies) 110 l a t e r  than 30 
days after the end of each specified re- 
porting period for quarterly and semi- 
annual reports. and 90 calendar days 
for annual and final reports.  Exten- 
sions of reporting due dates mag be ap- 
proved by the Federal awai*ding agency 
u]ion request of the recipient. 

(2) SF-272, Report of Federal Cash 
Trannsecti 011s. 

(i) When funds are advanced t o  re- 
cipien ts the Federal awarding agency 
shr~11 recjnirc each recipient t o  submit 
Clic SP-272 aiid, when necessary, its 
continuation sheet, SF-272a. The Ped- 
era1 i~vrarding agency sha.11 use this re- 
pur l  t o  monitor cash aclvanced t o  re- 
cipients and Lo obtaiii clisbursement in- 
formation lor each a,rrreement, wit11 tlie 
recipieii Cs. 

(ii) Federal awarding :Lgencies may  
i-equire forecasts of Pecleral casli re- 
cjuiremen ts in tlr e "Rernazrl:s ' ' section 
of the reporl. 

(iii) A'lien procf;ical and deemed nec- 
essary, Fcderal nwai~ding agencies mxy 

. - - - - -- - .require ~wi.])Ienl;s I;? _ i y o r t  . 111 Llie 
"l?.emar.l'lls" sect;ion the I L I T L O U ~ L  of casii.. 
i~cluanoe:; received in excess of Lhree 

G3 

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

(1) When additional information is 
needed t o  comply with legislative re- 
quirements, Federal awarding agencies 
shall issue instructions t o  require re- 
cipients to submit such information 
under the  "Remarks" section of t he  re- 
ports. 

(2) When z Federal awarding agency 
determines tha t  a recipient's account -  
ing system does noL meet Lhe standards 
in 5 216.21, additional pertjnent infor- 
mation bo furLliei' m o ~ ~ i t o r  awards may 
be obtained u11on written notice to Llie 
reci1iienL until such time as the sys tem 
is broughl. u p  to s t a n d a ~ ~ d .  The Federal 
e~warding agency, In obtaining t h i s  in- 
formation, sliilll comply wibh repor t  
c learmce  requirements of 6 CFR parL 
1320. 

(3) Federal awarding agencies are en- 
couraged t o  shade out. any line item on 
any report  i f  1101. necessary . 

(4) Federal s n a ~ ~ l i n g  agencies ma.;\' 
accep L t1i e i den Li csl inloriii aCion from 
t l ie  recipients in niachme reiLdable €01'- 
mat, 01' oom]~tiLei' prii~LouLs 01' elec- 

mati; 
troiiic-otitput;s in lieu of prescr-ilxrl f01'7 . . .. .. ~ ~ ~~ 

I h77kCHMENT 1. ._. 
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(CIJ i+cxleral a.wi~rdlng: ~ . ~ ; ( ~ ! I I ( ; I c ! ~ ~  niag 
I ~ r o v  Id c oonipu her or el w1;ron l(: outputs 
1,o 1'e(:lpieiil;s when such cxpedilss or 
i:o1il,rlhui,es Lo [;kif: aoc:ursog o f  report. 
I 111: 

!i 21 6.fi!l 1l.ci.ontioii iind ~ID(!C?HS require 

fa) Tlils .snt:t;lon mts  I'orLh requlre- 
ninn1;s lor record rol;ontlon arid access 
1x1 records f o r  awards to rociplonI,s. 
rr'c:tlcr'al &warding agenclcis sli:~11 not. 
1 rnrio~e any ol;her record roI;onI,ion or 

RS rc+quirement;f, upon recipients. 
h) Pinanclal records, sapportlng' doo- 

LiiYicnLs, nl;atlstical records. and all 
oLhor rocords pertinent, to an award 
s h a l l  hc retained for a perlocl of three 
,vr!ars; from the date of submission of 
1;Iio final expenditure report or ,  for 
awards that  are renewed quarterly or 
annually, from the date of the SUbm16- 
slon of the quarterly or anma1 finan- 
cial report, as authorized by the Fed- 
eral awarding agency. The only excep- 
tionr, are the following. 

(1) If any litigation, claim, or audit is 
started before the expiration of the 3- 
year period, t h e  records shall be re- 
tmned until all litigation, claims or 
audit findings involving the records 
hm:  h(!m resolved and final action 
&a Ir en. 

(2) Ilecords for real property an.d 
equipment, acquired with Federal funds 
shall he retatnecl for 3 years afl;er final 
clisposition. 

13) Wlien records are transferred to or 
maintained by the Federal awarding 
agcncy, the 8-year retention require- 
ment is not applicable to the recipient. 

( 4 )  Indirect cost rate proposals, cost 
allocations plans, etc. as specified in 
9 215.53(g). 

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

(d) The Federal awarding agency 
shall request transfer of certain 
records t,o its custody from reclpients 
when it determines that the records 
possess long term retention value. 
Rowever, in order to avoid duplicate 
recordkeeping, B Federal awarding 
agency may make arrangements for re- 
cipients to retain any records that are 
continuously needed for joint use. 

inontfi for r . ~ ~ r & .  

2 CFR Ch. I1 (1-1-06 Edltion) 

(CJ T n c  F ' e d o r i  sv:srdirig agxncy. Lhc 
Ins]ir.c:l.or Gcneral, CornpLroIlw C h i -  
era1 of the United StaLos, or  a i i y  of  
Lheir d u l y  authorizutl reprcscn:;sl;Ivc!:, 
have  t;hc rirht-, of I;imelg and u n i ~ -  
s1;rlcl;od a.ccess to any i-iooks, 11oc:n- 
mcnts,  gapers, 01' other records of re- 
t:iplon[;fl L1ia.L are portlncnl, I;o 1;he 
a w s r d s ,  in order  l;o mako aud i t s ,  ex- 
smlna.l;1on~, excerpts, LraiiRcrlpt;:; a n d  
coplefi of such documcnts. This rlghl. 
iLls<J lncludos timely and roaxmablc x- 
c,oss Lo a. reciplent;'r, personncl for [;lie 
purlx)Bie o f  interview and discussion r(+ 
lo.tcid to such documents. The rightxi of 
sccesfi In this paragraph arc not Itm- 
iCetl t o  the required retxntton period. 
b u t  shall lafit &s long as records arc  re- 
tained. 

(f) Unlefis reuuired by statute.  no 
Federal awarding agency shall place 
restrictions on recipients t ha t  l imit  
public access to  the records of recipi- 
ents that a re  pertinent t o  an award, ex- 
cept when the  Federal awarding agency 
can demonstrate that such records 
shall be kept  confidential and would 
have been exempted from disclosure 
pursuant; t o  the Freedom o€ lnforma- 
tion Act; ( 5  1J.S.C. 552) if Lhc records 
had belonged to the Federal awarding 
agency. 
(gj Indirect cost rats proposals, cosl nl- 

locations plans, etc. Paragraphs @)(I) 
and (g)(2) of Lhis section apply to the 
following types of documents, and their 
supporting records: indirect, cost. ratx 
computations or proposals, cost, alloca- 
tion plans, and any similar accounting 
computations of the rate at which a 
particular group of costs is chargeable 
(such as computer usage chargeback 
rates or composite fringe benefit 
rates). 
(1) If submitted .for negotiation. If the  

recipient submits to the Federal 
awarding agency or the subrecipient 
submits t o  the  reclpient the proposal, 
plan, or o ther  computation to form the 
basis for negotiation of the rate,  then 
the 3-year retention period for its sup- 
porting records starts on the da te  of 
such submission. 

(2) I/ not submitted lor neyotiation. If 
the recipient is not required t o  submi t  
to the Federal awarding agency or  the 
subrecipient is not required to submit 
to the recipient the proposal, plan. or 
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o tit ei, oompti Lati on foi- ~iegol;iaLioii p u r -  
poses, f1iei.i the 3-yez.1' re Len tion period 
io], the ]ro])osal, plan,  01' oLlier coni- 
putittioii and its supporting records 
sLayts a t  the end 01 bhe fiscal year (or 
other accounting period) covered by 
the  proposal, plan, or other compu ta- 
tion. 

.TERMlWATIOI\' AND ENFORCEMENT 

the term; and coiicll tions of a11 award, 
whether sLaLed i n  a Federal staLute, 
reg ti lat i  011 I iissu riti 1 ce , applicati 011 ~ 01 ' 
notice of award, the  Federal awarding 
r~gency  nay, in addition Lci imposing 
any of the  special conditions outlined 
in $216.14, Lake one or more of Lhe fol- 
lowing actlorls, as appropriste in the 
circumstances. 

(1) Temporarily withhold cash pay- 

uniform suspension, terminittion and 
enforcement procedures. 

8 215.61 Termination. 
(a) Awards mag b e  terminated in 

whole or i n  part  only i f  paragraphs 
(a)(l), (2) or (3) of this section apply. 
(1) B37 the Federal awarding agency, 

if a recipient materially €ails to com- 
ply with the ternis and conditions of an 
award. 
(2) By the Federal awarding agency 

with the consent of t h e  recipient, in 
which case the two par t ies  shall agree 
upon the termination conditions, in- 
cluding the efiective da te  and, in the 
case of partial termination, the portion 
to  be terminated. '. 

(3) By the recipient upon sending t o  
the Federal awarding agency wrltten 
notification setting forth the reasons 
for such termination, the effective 
date, and, i n  the case of partial termi- 
nation, the portion t o  be  terminated. 
However, i f  the Federal awarding agen- 
cy determines in the  case of partial 
t;ermination that; the reduced or modi- 
fied portion of the grant will not, ac- 
complisl~ the purposes for which the 
gran t  was made, i t  may  terminate the 
gran t  in I t s  entirety under  either para- 
graphs (a)(l) or (2) of this section. 

(b) If costs are allowed undei, an  
awml, the  responsibilities of the re- 
c ip ie~i l~  rcferred Lo iii $215.71(a), inclutl- 
ing those ~ O J ,  propei'Lp mi~i~agenienl, as 
i ~ ~ ~ j ~ l i c a b l t ,  shall P J ~  considered in Llie 
Lerniination of t h e  award, aiid p m v -  
sion shall be  made fo r  colitint~ing l'e- 
sponsil~ilities of Lhe recipien L nfler ter- 
~niiiation, as approprinte, 

!i Z1G.W Erdorcement. 
- (a) h!cincdiss /or--7~oii .co~n~lit i~i .~e.  .If B r e -  

cipien t mal,erially fails l;o co~iiply \viLli 

- _.__ ~. _ _  

(Zj Di&ll& (that is, deny both use of 
funds and any applicable matching 
credit for) all or par t  of the cost  of the 
activity or action not in compliance. 

(3) Wholly or partly suspend 01' t e r -  
minate the current award. 

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

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

(b) Hearings and appeals. In t ak ing  an 
enforcement action, the awarding 
agency shall provide the  recipient an 
opportunity for hearing, appeal, or 
other administrative proceeding t o  
which the  recipient is entitled under 
any s ta tu te  or regulation applicable t o  
the  action involved. 

(c) Efjects of suspensioll and termi- 
nution. Costs of a recipient resu l t ing  
from obligations incurred bg t h e  re- 
cipient during a suspension o ~ '  a f t e r  
termination of an award a re  n o t  allow- 
able unless the awarding agency ex- 
pressly authorizes them in the  notice 
of suspension or terniination or subse- 
cjuentlg. Other recipient costs during 
suspension or after termination which 
are necessary and noL reasonably 
avoidable are allowable i f  paragraphs 
(c)(1) a n d  (2) of this section ap]11y. 

(1) The costs 1.csul1 f r m  obligations 
which were properly iiicun'ed by Lhe re -  
cipient before the effective da t e  of stw- 
gension 01' terniination, are 1101. in a11- 
ticipabion of i l ,  aiid i n  t h e  case uf a Lei'- 
niination, a r e  noii cancellalile. 

(2) The costs would be allowal1le If 
the  award were iiot suspenciecl or ax- 
pired noriii;tlly at t l ~ e  end of t h e  f u n d -  
ing period i ~ ]  which Lli e t.ermination 
takes  effecl. 

((I) rGeluli07isl~i~ t o  debu.miext ~ 7 ~ d  w s -  
.pepsio7I,-, The onforcen-[en L relnedjes 
identified iii this secCion; ~ i i ic luding-  -~~ ~ -~ ~- ... -. ~ . .. . .. . ~~ . . -~ - 
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: i l l  ::I )(!I IS I on a11d I,crm 11 1 a. I 0 11 , (1 0 It 0 I. 
pn!c:liitle a reclpiont, from boinfi' subject 
1.0 tlobarnient, and suspcnslon under 
1 i  0 . s  12549 and 12609 and the Pedcral 
~ i . v m i ~ d 1  ng aaency implementing regula- 
LIoII:; ( S O C  !i 215.1.3). 

Subpart D-After-the-Award 
Requirements 

5 21 ii.7(1 I~i i i*po~o.  

Stx>l;lonr; 216.71 t,hrough 215.73 conl;aln 
c i OROOU 1; p m  ceduros and o th or proce- 
clilro!~ Cor !iubseque~~t, dlsiLllOWanCQf: and 
a.tl,iu!:tmon t u  

5 21 6.71 Clonoouf. procedurofi. 
( : I , )  1c.oclpIonts shall submit, within 90 

c:alenclar dags afLer bhe (late of comple- 
tAon of the award, all financial, per- 
formance. and other reports as required 
by t,he terms and conditions of the 
award. The Federal awarding agency 
mag approve extensions when re- 
crucsted b9 the recipient. 

(b)  Unless the Federal awarding agen- 
c y  authorizes an extension, a recipient 
shall liquidate a11 obligations incurred 
under the award not  la tm t h a n  90 cal- 
endar days afl;er the funding perlod or 
i,he date of completion afi specified 111 
t he  Lerms and conditions of the award 
or 111 agency irnplemcnting lnstruo- 
tions. 

tc) The Federal awarding agency 
shall make prompt payments Lo a re- 
cipjont for allowable reimbursable 
oosts under the award being closed out. 

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

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

(f) The recipient shaIl account for 
any real and personal property ac- 
quired with Federal funds  or received 
from the Federal Government in ac- 
cordance with 5 215.31 through 5215.37. 

(g) In the event a final audit has not 
been performed prior to the closeout of 

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

an award .  the Federal awai'dinr: : ~ w n c y  
:;hall rettLin the righl, L o  re(:~v(:r 5 1 i  ztp- 
propriate amount, aftm tu l ly  consid- 
ering the ? e c C l ~ l ~ c l l d i J . l ; ~ ~ ~ ! ~ :  011 d1S- 

allowed costs rcsulbing fronr IJ!C flrial 
audit. 

6 216.72 Sii1ww:qiIonl ~id,itiot;nicrif.r: r i t i t l  

(a) n e  closeout; of ail iLw;tr(~ (loti:; mil. 
affwt, a n y  of I;he followlng. 

(1 )  Thc  rlghi; of I;he PetlcraI C J . W : L ~ I ~  hit: 
agmxy t o  d i n a l l o w  costs a.nd rooovci' 
funds on the: Ixwifi of 8. 1al;er il.utllt 01' 
oL1ior review. 

(2) The obligation of t;ho rtsclpicnt, to 
return any funds due as ;J. result o f  
later refunds, oorrectlons. or other 
transactions. 

mntinuing rtrnyionnibiliticr:. 

(3) Audit requirements in $215.26. 
(4) Property management require- 

ments in § 215.31 through $215.37. 
(5) Records retention as required in 

5 215.53. 
(b) After closeout of an award, a rela- 

tionship created under an award may 
be modified or ended in Tuhole or in 
part with the  consent of the Ikleral 
awarding agency arid the reciyiion 1,. 
provided the reRponsibi1itie.G of the re- 
cipient referred t o  in paraEraph (a) 01' 
this section, including those for prnp- 
erty management a8 applicable, arc 
considered and provisions mirde Tor 
continuing responstbilities of the re- 
cipient, as approprisbe. 
169 FR 2C3281, May 11. Xlll4. as amtrnded at. 70 
PR 511181, Aug. 31, 20051 

$215.73 Collection of amounts duc. 
(a) Any funds pald to a recipient in 

excess of t he  amount to which the re- 
cipient i s  finally determined to  be enti- 
tled under the  terms and conditions of 
the award constitute a debt to the Fed- 
eral Government. If not paid within a 
reasonable period after the demand for 
payment, the Federal awarding agency 
ma.y reduce the debt by paragraphs 
(a)(l), (2) or (3) of this section. 

(1) Making an administrative offset 
against o ther  requests for reimhurse- 
ments. 

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

(3) Taking other  action permitted by 
statute. 

(b) Except as otherwise provided by 
law, the Federal  awarding agency shall  

I 66 
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OMB Circulars and Guidance PI. 215, k p p .  k 

States"). The Act provides t h a t  each COD- 
tractor or subrecipient shall be prohihited 
from inducing, by any means. any person 
employed in the  construction, completion, or 
repair of public work, to  glve up any pa r t  of 
the  conipensation Lo which l i e  is otherwise 
enti t led.  The recipient shall  report all sus- 
pected or reported violations t o  the  Pedel'al 
awardinp agency. 

3. Duvis-Baco?i Act, us tit~ic?rdcd (40 U.J'.C. 
27Gu l o  t1-7)--M'hen required by Federal pro- 
gram Iegislatlon, all construction contracts 
aw,zrclecl hy the  recipients and subrecipients 
ol niore than $2000 sliall inc lude  R provision 
for  compliniice 11~1t11 Liie Davls-Bacon Act, (40 
U.S.C. 276% I& 8-7) and as sujq~lenienled by 
Depsrtnienl. o l  Labor ~ 'e~uI: tL;~ons (29 CFB 
pa r t  6 ,  "L i lbu i~  S ~ s n d a r d s  Provlsions Applica- 
ble LO ContracLs Governing Fedeially Pj- 
nanced and AssisLed Consl;iwtion"). Under 

w;lges Lo laboiws ant1 nicclianics at. a rats 
no!.  less than t l i e  iiiinimuni wages sltecliied 
j n  i: wage tleLerniliisLloii 1n;tds l i j n  tile Sec- 
IWLILI'J' of Laltor. 111 itddltion, coiiLi~acLors 
:;hall ix? rixplre[l Lo jiay wages not. less L l i a l i  

of (;lie ciirt'ent. prevailing wage tleterniliiatloii 
issiied 11.y Llis Dcjiartmeiit. of Labor I n  each 
soliciLaLio~i :tiid tlic av:z~rd o i  contract. ;ilia11 
lie xontlltiomtl JJ?OII t h e  .%ccq%snce  of flie 
W L ~ L '  ti e t e i m  i ~ i a ~ i o ~ r .  Tile recl pi en L. sl~:tll re- 

Lhk k C L .  C(lJlb'&Ct,OrS SllSll be I'WJUiI'ed Id8 IIW' 

OllCe a Week. The I'CCipJr?nl S1l;tl) JI1ZLce P. WJ])J' 

- - ~~~ ~~ - - - .. . 
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the  r igh ts  ol the  Federal Governnient a n d  
the recipient in any result ing invent ion  i n  
accordance with 37 CFR par t  401, "Riglits t o  
Inventions Made by Nonprofit Organiza t ions  
and Smal l  Business Firms Under Govern- 
ment Grants,  Contracts and Coopera t ive  
Agreements," and any implementing regula-  
t ions issued by the  awarding agencg. 

i11e J W ~ I  ~ ' a i c i  h ~ h L ~ 1 0 7 l  c07~tror ACL 133 
U.S.C. 1251 el scq.). us u?~ie?ided-Contracts 
and subgrants  of amoun t s  i n  excess of 
$100,000 shall  contain a provision that. re- 
quires the recipient to  agree  ta comply wiLh 
all appliceble s tandards .  orders 01' regula- 
t ions  issued pursuant. Lo Lhe Clean lijv Act 
(42 U.S.C. 7401 e l  set].) and the  Federal  Water 
PolluLion Control Act as amended (33 U.S.C. 
1251 el seq.) .  Yio l J ions  shall  l ie ~ q ~ o r l e t l  to 
Llie Federal awarding agency and l h e  n e -  
gioiinl Orrice or thc l3nvii.onmenLai ProLec- 
tion figencs ( m A ) .  

7. &/td A?ili-LoliO?/iltg Air~oi~diiic~tl (31 U.S.C. 

nwartl of $100,00lJ OJ' more sliall l l l e  Llie re- 
ciaired ceJt1fmtflon. Xacli tier certilies Lo 
the  t i e r  above that. JI. will JIOL anti has n o t  
used Federal approju'iatetl funds Lo j~s.v any 
persoil or o rga~~ lz~ t l ; Io i~  ior inflneiicing 01' s L -  
t empt ing  Lo ~nrli icnce an  officer, or eni]doyee 
01 i t n y  agency.  IL member of Congress, officer 
o ~ . ~ i n i p l o y e r  of Gnngrcss, 01' iln em])lcryee OJZ 

G. Clean Air Acf (42 U.S.C. 7401 el sey.) U?td 

I~~~)-COII~;~' :~CLOI*S Who ~ J ) J l ~ S  01' hid 101' &I1 

- . . ~. ~ .. ~~ 
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1110.:!%0) !rlinll no(. bo rniidt! Co partle!i I I ~ l ; o d  on 
1,11(? ~nvetiini~ilI~-wlcln Dxcluded Partles L,IHI~ 
~vsl, , lm, I,, aooordn,lae ,Wll;h ttl(, OMxt cl,~c~,+ T h o  prlnctples t n  thh P ~ l ' 1 ~  a re  (IC!- 
~l~~~~ 2 1110 ~ ; i , ~ l ,  ~ml,lcmont, ~ , o . : ,  signed b o  provltle t;hat, the F'edrtral G-w- 
12641) (3 WIL. igno Cornli., p .  100) a n d  l a m  (3 cmmanlJ  boar Its falr share of r;or,al 
CPR, iI1110 Comp., p. 23G), "UobarmenL and costs, detormiried In accordance wlth 
Sn!iiinnnloii." Tht! Excluded Parr,ler; LlsL SYH- generally a,cc:eDt;ed acooun ting j r l n -  
Lorn conl;alns the namm of psrtles debarred, ciples, except, where restricted or pro- 
!:llr;pt?ilded, or otherwise excluded by a[!on- hibited by law, Agencies are no(; ex- 
olo::, a:: well as partles declared lneliglble pected to place additional restrictions 

cessful application of cost accounting oLher khan E.O. 12548. 

I f i 9  FR 2G2R1, Mag 11. 2004. as amended at. 70 principles requires development of mu- 
FIL 51879, Hug. 31. 20051 tual understanding between represent- 

atives of educational institutions and 
of the Federal Government, as Lo their 
scope, Implernentatlon, and Interprek- 

$ 320.15 J I , ~ ] ~ ~ ~ ,  

UII l l (? l '  StE l tUt0P .Y  01' rfIgUlatory authori ty  oll individual items of cost, The sUC- 

PARTS 216-219 [RESERVED] 

PART 220-COST PRINCIPLES FOR 
EDUC AT1 0 N AL lNSTlTUTlOfdS B 220.20 Applicuhilit~y. 
(OMB CIRCULAR A-21) (a) All Federal agencies tha.t, sponsor 

research and development, training, 
S C C  and other work at. educational InstAtu- 
220.5 Purpose. tions shall apply the provisions of Ap- 
zao.10 scope. pendix A to this part In determining 

the costs incurred for such work. The 220.16 Po 1 Icy 

principles shall also be used as a guide 220.20 Applicablllty. 

In the pricing of fixed price or lump 3211.25 OMB responslbillLles. 

sum agreements. 220.30 F'edoral rgency responslbllltles. 

(b) Each federal agency that awards 220.36 Eliectfve date. o l  changes. 

defense-related contracts to a Peder- 220.10 Rulatlonshlp to Drevlous Issuance. 

ally Funded Research and Development Z 0 . 4 5  Information contact.  
APPENDIX A TO PART 22GPRINCIPLES POR DE- center (FFRDC) associated with an 

TERMIIqMG COSTS APPLICABLE TO GRANTS, educational institution shall require 
CONTRACTS, AND OTHER AGREEMENTS WITH 
EDUCATIONAL INSTITUTIONS the FFRDC to comply with the Cost 

Accounting Standards and with the 
AUTHORITY: 31 U.E.C. 503; 31 U.S.C. 1111: 41 rules and regulations issued by the 

U.S.C. 405: Reorganization Plan N O .  2 Of 1970; 
E.0. 11541, 36 FR 10737, 3 CFR. 1966-1870, p. 

Cost Accounting standards Board and 
set forth in $7 c ~ p "  part gg, 

039. 

otherwise noted. 
SOURCE: 70 FR 51081, h u g .  31, 2006, unless 5 220.26 oM'?3 responsibilities. 

OMB Is responsible for: 

9 220.6 Purpnse. 
(a) Issuing and maintaining the guid- 

ance in this part. 
This part establishes principles for (b) Interpreting the policy require- 

determining costs applicable to  grants, ments in this part and providing assist- 
contracts, and other agreements with ance to ensure effective and efficient 
educational institutions. implementation, 

1 t 
68 
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Attachment “D” 



1.  Purpose ,  T h i s  Ci rcu lar  e s t a b l i s h e s  p r i n c i p l . e s  for -  deterrninir ig  ccists of 
g r a n t s ,  c o n t r a c t s  arid o ther  agreements  w i th  non-p ro f i t  01 -yan lza t ions .  I t  does 
not  apply t o  co l l eges  a n d  u n i v e r s i t i e s  which a r e  covered by O f f i c e  of Management 
and Budget (ONB) Ci rcu lar  A-21, "Cost P r i n c i p l e s  f o r  E d u c a t i o n a l  I n s t i t u t i o n s " ;  
S t a t e ,  l o c a l ,  and f e d ~ r a l l p - r e c o g n i z e d  I n d i a n  t r i b a l  governments  which a r e  
covered by OMB Circular  A-87, "Cost r J r i n c i p l e s  f o r  S t a t e ,  Loca l ,  and  I r i d i a n  
T r i b a l  Governments"; or  h o s p i t a l s .  The p r i n c i p l e s  a r e  d e s i g n e d  t o  provide t h a t  
t h e  Federa l  Government bear i t s  f a i r  s h a r e  of costs excep t  where res t r ic ted  or 
p r o h i b i t e d  by law. The p r i n c i p l e s  do n o t  a t t e m p t  t o  p r e s c r i b e  t h e  e x t e n t  of 
c o s t  s h a r i n g  o r  matching on g r a n t s ,  c o n t r a c t s ,  or o t h e r  ag reemen t s .  However, 
such c o s t  s h a r i n g  or matching s h a l l  no t  be accomplished th rough  a r b i t r a r y  
l i m i t a t i o n s  on ind iv idua l  c o s t  e lements  by F e d e r a l  a g e n c i e s .  P r o v i s i o n  f o r  
p r o f i t  o r  o t h e r  increment above c o s t  i s  o u t s i d e  t h e  scope  of t h i s  C i r c u l a r .  

2 .  Supe r ses s ion .  T h i s  C i r c u l a r  supe r sedes  c o s t  p r i n c i p l e s  issued by  ind iv idua l  
agencies  f o r  non-profi t  o r g a n i z a t i o n s .  

3 .  A p p l i c a b i l i t y .  

a .  These p r i n c i p l e s  s h a l l  be used by a l l  Federa l  a g e n c i e s  i n  d e t e r m i n i n g  
t h e  c o s t s  of w o r k  performed by non-p ro f i t  o r g a n i z a t i o n s  under  g r a n t s ,  
coope ra t ive  agreements, cos t  reimbursement c o n t r a c t s ,  and o t h e r  c o n t r a c t s  i n  
which c o s t s  a r e  used i n  p r i c i n g ,  a d m i n i s t r a t i o n ,  or s e t t l e m e n t .  ?Ail of these 
ins t rumen t s  a r e  h e r e a f t e r  r e f e r r e d  t o  2s a w a r d s ,  T h e  p r i n c i p l e s  do not a p p l y  t o  
awards under which an o r g a n i z a t i o n  i s  no t  r e q u i r e d  t o  accoun t  t o  t h e  Federal  
Government f o r  ac tua l  c o s t s  i n c u r r e d .  

b. A11 c o s t  reimbursement subawards ( subgi -an ts ,  s u b c o n t r a c t s ,  e t c .  ) are  
subject t o  t h o s e  Federal  cos t  p r i n c i p l e s  a p p l i c a b l e  t o  t h e  p a r t i c u l a r  
o rgan iza t ion  concerned, Thus, if a subaward i s  t o  a n o n - p r o f i t  o r g a n i z a t i o n ,  

the  i r c u l a i -  s h a l l  apply; if a subaward i s  t o  a commercial  o r g a n i z a t i o n ,  L '  

c o s t  p r i n c i p l e s  appl icable  t o  commercial c o n c e r n s  s h a i i  dpp: - y ,  . i f  2 -~9xn.+ard 
t o  a c o l l e g e  o r  u n i v e r s i t y ,  C i r c u l a s  8 - 2 1  s h a l l  apply ;  i f  a subaward  i s  t o  a 
S t a t e ,  loca l ,  01- f ede ra l ly - r ecogn ized  I n d i a n  tribal qovernment , Circular ,!?-E7 
s l i a l l  app ly .  
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At:achment !3 - General P r i n c i p l e s  

A t t a c h m e n t  H - Se lec t ed  i t e m s  of Cost 

9. E f f e c t i v e  D a t e ,  The p r o v i s i o n s  of this C i r c u l a r  are e f f e c t i v e  immediatel. y 
Implemen ta t ion  s h a l l  be phased i n  by i n c o r p o r a t i n g  t h e  provis ions  i n t o  new 
awards made after t h e  s t a r - t  of t h e  o r g a n i z a t i o n ' s  no2:t fiscal yea r .  F3r 
e x i s t i n g  awards, t h e  new p r i n c i p l e s  may be applied i f  an o r g a n i z a t i o n  and t h e  
c o g n i z a n t  Fodnra l  agency a g r e e .  E a r l i e r  implementat ion,  o r  a d e l a y  i n  
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4 ,  Al ioca l j i e  c o s t s .  

a .  I? cos t  is a l i o c a b l e  t o  a p a r t i c u l a r  c o s t  o b j e c t j v e ,  s u c h  as a 
g r a n t ,  c o n t r a c t ,  p r o j e c t ,  s e r v i c e ,  01- o t h e r  a c t i v i t y ,  i n  accordance  w i t h  the 
relative b e n e f i t s  r ece ived .  A c o s t  i s  a l l o c a b l e  t o  a Feder;ii award i f  i t  i s  
t r e a t e d  cons i s t en t ly  w i t h  o t h e r  c o s t s  i n c u r r e d  f o r  t h e  same purpose i n  l i k e  
c i rcumstances  and if i t :  

(1) Is i n c u r r e d  s p e c i f i c a l l y  f o r  t h e  award 

( 2 )  B e n e f i t s  both t h e  award and o t h e r  work and can  be 
d i s t r i b u t e d  i n  reasonable  p r o p o r t i o n  t o  t h e  b e n e f i t s  r e c e i v e d ,  or 

(3)  Is necessa ry  to t h e  o v e r a l l  o p e r a t i o n  of the o r g a n i z a t i o n ,  
a l though a d i r e c t  r e l a t i o n s h i p  t o  any p a r t i c u l a r  c o s t  o b j e c t i v e  c a n n o t  be shown. 

b .  Any c o s t  a l l o c a b l e  t o  2 p a r t i c u l a r  award o r  o t h e r  c o s t  object ive 
under t h e s e  p r i n c i p l e s  may n o t  be s h i f t e d  20 o t h e r  F e d e r a l  awards t o  overcome 
funding  d e f i c i e n c i e s ,  or to avo id  r e s t r i c t i o n s  imposed by law o r  by t h e  terms of 
t h e  award. 

5 .  Applicable c r e d i t s .  

a .  The term a p p l i c a b l e  c r e d i t s  r e f e r s  t o  those receipts,  o r  
r educ t ion  of  expendi tures  which o p e r a t e  t o  o f f s e t  o r  r e d u c e  expense i t e m s  t h a t  
a r e  a l l o c a b l e  t o  awards as  d i rec t  o r  i n d i r e c t  c o s t s .  T y p i c a l  examples  of s u c h  
t r a n s a c t i o n s  a r e :  purchase d i s c o u n t s ,  r e b a t e s  o r  a l lowances ,  r e c o v e r i e s  or 
i ndemni t i e s  on l o s s e s ,  i n s u r a n c e  r e f u n d s ,  and a d j u s t m e n t s  of overpa}rments or 
er roneous  charges.  To t h e  e x t e n t  t h a t  s u c h  c r ed i t s  a c c r u i n g  or  r e c e i v e d  by t h e  
o rgan iza t ion  r e l a t e  t o  a l l o w a b l e  c o s t ,  they  s h a l l  be c r e d i t e d  t o  t h e  F e d e r a l  
r r  - -"'. .-l. -=t p ,  ' i - 1 - ip r  a c o s t  r e d u c t i o n  o r  cash  r e fund ,  as  a p p r o p r i a t e .  

h .  I n  some i n s t a n c e s ,  t h e  amounts r e c e i v e d  from t h e  F e d e r a l  
Government t o  f inance  o r g a n i z a t i o n a l  a c t i i r i t i e s  02 s e r v i c e  o p e r a t i o n s  should be 
t r e a t e d  as app l i cab le  c r e d i t s ,  S p e c i f i c a l l y ,  t h e  concep t  of n e t t i n g  such c r e d i t  
items a g a i n s t  re la t -ed e x p e n d i t u r e s  shou ld  lie a p p l i e d  by t h e  o r g a n i z a t i o n  i n  
deterrrdning t h e  r a t e s  or amounts t o  ]:E charged  t o  F e d e r a l  awards f o r  servi-ces 
reridered whenever t h e  f a c i l i t i e s  o r  o t h e r  r e s o u r c e s  used  i n  provj .dinq s u c h  
serv i -ces  have heen f inanced  d i r e c t l y ,  i n  wl lo le  01; i I J  p a r t ,  by F e d e r a l  f u n d s .  

c .  For r u l e s  cover ing  program income (i , e .  , gross income e a r n e d  
from federal . ly-supported a c t i v i t i e s )  see ~ e c .  _ .  24 of O f f i c e  of i6aianagement arid 
Budge t  (Ol\lE) C i r cu la r  A-  11 0, " ~ n i f n r ~ ~ i  f i d m i n i s t r a t i v e  Requi rements  f o r  G r a n t s  a n d  
Agreements w i t h  I n s t i t u t i o n s  of Nigher  Educat i .on ,  H o s p i t a l s ,  and O t l i e r  Non- 
P r o f i t  Organizat ior ls .  'I 
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C .  When a T.'~!riel-a.l dgnr l ry p i - ~ ~ ~ d d t i s  tk1i.s f J  exihi.1, t y ,  r i i i  li 

p r e r e q u i s i t e  t o  a S t a t e ' s  e r , e r c i s i n g  t h i s  o p t i o n ,  a S t a t e  mus t  adopt  .its own 
w r i t t e n  F i s c a l  arid a d m i n i s t r a t i v e  reyui rements  f o r  expriding arid a c c 9 v n t i n g  fc)r 
a l l  f u n d s ,  which a r e  corisi.st.ent w j  t h  t h e  p r o v i s i o r i s  o f  OMB Circular 7?-87, arid 
e x t e n d  s u c h . p o l i c i c s  t o  a l l  s u b r e c i p j  ents .  These fiscal arid admini.s;triitJ ve 
r o -qu i r emer i t s  must be s u f f i . c i e n t l y  s p e c i f i c  t o  e n s u r e  tha t :  furids a r e  used j.ri 

compllarice with all appl.i.cah1.e Fede ra l  s t a t u t o r y  and regulatory p rov i s ions ,  
costs are reasonais le  arid necessary f o r  o p e r a t i n g  t h e s e  programs, and fur ids  are 
n o t  be used  f o r  gene ra l  expenses  r5qu i r ed  t o  c a r r y  o u t  o t h e r  r e s p o n s i b i l i t i e s  of 
a S t a t e  or i t s  s u b r e c i p i e n t s .  

3. D i r e c t  Costs 

1. Di rec t  c o s t s  a r e  t h s s e  t h a t  can be i d e n t i f i e d  s p e c i f i c a l l y  with a 
pa r t i cu la r  f i n a l  cos t  o b j e c t i v e ,  i . e .  , a p a r t i c u l a r  award, project, service, o r  
o t h e r  d i r e c t  a c t i v i t y  of a n  o r g a n i z a t i o n .  However, a c o s t  may not b e  ass igned  
t o  a.n award as  a d i r e c t  c o s t  if any o t h e r  c o s t  i n c u r r e d  f o r  t h e  same purpose,  
l i k e  c i r cums tance ,  h a s  been a l l o c a t e d  t o  an award as  an i n d i r e c t  cost. C o s t s  
i d e n t i f i e d  s p e c i f i c a l l y  with awards a r e  d i r e c t  cos t s  of t h e  awards and are  t o  be 
srssigned d i r e c t l y  t h e r e t o .  C o s t s  i d e n t i f i e d  s p e c i f i c a l l y  with o?ner f i n a l  c o s t  
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4 .  The costs of a c t i v i t i e s  performed p r i m a r i l y  as  a s e r v i c e  t o  mem!sers, 
c l i e n t s ,  01- t he  general  puls l ic  when s i g n i f i c a n t  and necessar} '  to t h e  
o r g a n i z a t i o n ' s  mission m u s t  be t r e a t e d  a s  d i r e c t  c o s t s  whether  o r  n o t  allowable 
and be a l l o c a t e d  an e q u i t a b l e  s h a r e  of  i n d i r e c t  c o s t s .  Some examples of  t h e s e  
types  of a c t i v i t i e s  i n c l u d e :  

a .  Maintenance of membership rolls, s u b s c r i p t i o n s ,  p u b l i c a t i o n s ,  
and r e l a t e d  func t ions .  

b .  Providing s e r v i c e s  and i n f o r m a t i o n  t o  members, l e g i s l a t i v e  01 
a d m i n i s t r a t i v e  bodies ,  o r  t h e  p u b l i c ,  

C .  Promotion, lobbying, and o t h e r  forms of p u b l i c  r e l a t i o n s .  

d .  Meetings and confe rences  excep t  those h e l d  t o  conduct  t h e  
g e n e r a l  adminis t ra t ion  of the o r g a n i z a t i o n .  

e .  Maintenance, protection, and i n v e s t m e n t  of s p e c i a l  funds  riot  
used i n  ope ra i ion  of i h e  o r g a n i z a t i o n .  

f. Adminis t ra t ion  of group b e n e f i t s  on b e h a l f  o f  members o r  
c l i e n t s ,  inc luding  l i f e  and h o s p i t a l  i n su rance ;  a n n u i t y  o r  r e t i r e m e n t  p l a n s  I 
f i n a n c i a l  a i d ,  e t c .  

C .  I n d i r e c t  C o s t s  

1. I n d i r e c t  c o s t s  a r e  those t h a t  have been i n c u r r e d  f o r  Cornion Or j o i n t  
o b j e c t i v e s  and cannot be r e a d i l y  i d e n t i f i e d  with a p a r t i c u l a r  f i n a l  c o s t  
o b j e c t i v e .  Di rec t  cost  of minor  amounts may be t r e a t e d  as i n d i r e c t  costs u n d e r  
the  c o n d i t i o n s  d e s c r i l x d  i n  subparagraph E .  2. A f t e r  d i rec t  costs  haxle been 
determined and assigned d i r ec t1 .y  t o  awards 01- o t h e r  work as  appi:'opriate, 
i n d i r e c t  c o s t s  a r e  those remaining t o  be a l l o c a t e d  t o  b e n e f i t i n g  Cost  
o b j e c t i v e s .  I? cos t  may iiot be a l l . oca t ed  to an  award a s  aii i n d i r e c t  c c i s t  i f  a n y  
o t h e r  c o s t  incur red  for  he same purpose ,  i n  l i k e  c i r c u m s t a n c e s ,  h a s  beer] 
ass igned  t o  an award a s  a d i r e c t  c o s t .  
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C J .  Specific m e t h o d s  for al.locat.Lnq i n d i r e c t  cos t s  arid computing 
i r id l ro-c t  cost. rates a l o n g  w i t h  :tie coridi t j  O T I S  1J.ridEr whizti  5 b C k 1  method shorl2.d be 
used  a re  de:jc!r.ihed in subparagraphs 2 thr-ough 5. 

0 .  The base per iod  for t he  allocation of i n d i r n z t  c o s t s  is the 
period in which such costs are  incurred and accumulated f o r  allocation to work 

organization's fiscal year but, in any event, sha.11 be SO selected as to avoid 
inequities in t h e  allocation of the costs. 

' performed. in that period. The base p e r i o d  normally should coincide with the 

2. Simplified. allocation method. 

a .  Where an organization's major functions benefit from i t s  
indirect costs  to approximately the same degree, the allocation of indirect 
costs may be accomplished by (i) separating the organization's total costs for 
the base period as either direct or indirect, and (ii) dividing the total 
allowable indirect costs (net of applicable credits) by i;n equitable 
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c .  The d i s t r i b u t i o n  b a s e  may be total direct c o s t s  ( e x c l u d i n g  
c a p i t a i  expenditui-es and o t h e r  d i s t o r t i n g  i t e m s ,  s u c h  a s  m a j o r  s u b c o n r r a c t s  or 
suhgi ran ts ) ,  d i r e c t  s a l a r i e s  and wages, 01 orhei- base w h i c h  results i n  an 

p a r t i c i p a n t  support c o s t s  a s  d e f i n e d  i n  paragraph  3 2  of Attachment E .  
e q u i t a b l e  d i s t r i b u t i o n .  The d i s t r i b u t i o n  hase s h a l l  g e n e r a l l y  e x c l u d e  . .  

d .  Except where a s p e c i a l  r a t e ( s )  i s  r e q u i r e d  i n  a c c o r d a n c e  w i t h  
Subparagraph 5, t h e  i n d i r e c t  c o s t  r a t e  developed under  t h e  above p r i n c i p l e s  i s  
a p p l i c a b l e  t o  a l l  awards a t  t h e  o r g a n i z a t i o n .  If a s p e c i a l  rate(s) i s  r e q u i r e d ,  
a p p r o p r i a t e  modif icat ions s h a l l  be made i n  o rde r  t o  deve lop  the  spec ia l  r a t e  ( s )  . 

e.  For an o r g a n i z a t i o n  t h a t  r e c e i v e s  more t h a n  $ 1 0  m i l l i o n  in 
Federa l  funding of d i r e c t  c o s t s  i n  a f i s c a l  y e a r ,  a b r e a k o u t  of t h e  i n d i r e c t  
c o s t  component i n t o  two broad c a t e g o r i e s  , F a c i l i t i e s  and  A d m i n i s t r a t i o n  as 
d e f i n e d  in subparagraph C . 3 ,  i s  r e q u i r e d .  The r a t e  i n  each  case  s h d l  be s t a t e d  
2s the percentage which t h e  amount of t h e  p a r t i c u l a r  i n d i r e c t  c o s t  c a t e g o r y  
( F .  e .  , F a c i l i t i e s  01 Admin i s t r a t ion )  i s  of t h e  d i s t r i b u t i o n  base i d e n t i f i e d  w i t h  
t h a t  ca t egory .  

3 ,  M u l t i p l e  a l l o c a t i o n  base method 

a .  General. Where an o r g a n i z a t i o n  I s  i n d i r e c t  c o s t s  b e n e f i t  i t s  
major func t ions  i n  vary ing  d e g r e e s ,  i n d i r e c t  c o s t s  s h a l l  be accumula ted  i n t o  
s e p a r a t e  cost groupings, as  d e s c r i b e d  i n  suhpaxagraph b .  
then be d l o c a t e d  i n d i v i d u a l l y  t o  b e n e f i t t i n g  f u n c t i o n s  by means o€ a base which  
best measures t h e  r e l a t i v e  b e n e f i t s .  The d e f a u l t  a l l o c a t i o n  bases by cost  pool 
a r e  desc r ibed  i n  subparagraph c .  

Each  g r o u p i n g  s h a l l  

11. I d e n t i f i c a t i o n  of i n d i r e c t  c o s t s .  Cos t  g roup ings  shal l  be 
e s t a b l i s h e d  s o  a s  L U  v , + t + + + & k m  - of e ach q roup ing  on t h e  basis  of 
b e n e f i t s  provided t o  t h e  m a j o r  f u n c t i o n s .  Eack grouping s h a l l  c o n s t i t u t e  a pool 
of expenses  t h a t  a r e  of l i k e  c h a r a c t e r  i n  terms of f u n c t i o n s  they  b e n e f i t  and  i n  

.terms Of the  a l loca t ion  b a s e  which best measures t h e  r e l a t i17e  l i e n e f i t s  provided 
t c )  each furic'iion. The gruupi i igs  a r e  c l a s s i f i . e d  w i t l i i n  t h e  two b road  c a t e g o r i e s  : 
" F a c i l i t i e s "  arid "AC&nj.nistration, I' as d e s c r i b e d  in subparayrapl i  C .  3 .  The 
i nd i r ec t  cost pools a r e  d e f i n e d  as  fol1ov:s : 

(1) Deprec ia t ion  arid u s e  a l lowances .  The expenses  under  t h i s  
lieadling 21-e t he  po r t ion  of t h e  c o s t s  of t h e  v r g a n i z a t l o n  I s h u i l d i n g s ,  c a p i t a l  
i rn~~rovements  t o  l a n d  arid b u i l d i n g s ,  arid equipment whicli a r e  comjluled i n  
accordance w i t h  paragi-apk~ 11 of At tachment  B ( " D e p r e c i a t i o n  arid u s e  
a l l o ~ a i i c e s " )  . 

1 1  

. .. 



c. AJ.locat.ton bases .  Ac tua l  coridj. t i o n s  s h a l l  b e  taken i n t o  accoun t  
i n  s e l e c t i n g  the b a s e  t o  be used i n  a l l o c a t i n g  t h e  expenses i n  each grouyinq to 
b e n e f i t t i n g  f u n c t i o n s ,  T h e  e s s e n t i a l  so r i s ide ra t io r i  i n  s e l e c t i n g  a method 011 a 
b a s e  i s  t h a t  i t  i s  t h e  one best  s u i t e d  fo?r a s s i g n i n g  the pool of c o s t s  t o  cost 
O b j e c t i v e s  i n  accordance  w i t h  b e n e f i t s  d e r i v e d ;  a t r aceab le  cause and e f f e c t  
r e l a t i o n s h i p ;  o r  l o g i c  and reason,  where n e i t h e r  t h e  cause nor the  e f fec t  of t h e  
r e l a t i o n s h i p  i s  d e t e r m i n a b l e .  When an a l l o c a t i o n  cam De made by assignment  of a 
c o s t  grouping d i r e c t l y  t o  t h e  f u n c t i o n  b e n e f i t e d ,  t h e  a l loca t ion  s h a l l  be mad.e 
i n  t h a t  manner.  When the expenses i n  a c o s t  g r o u p i n g  are more gene ra l  i n  n a t u i : ~ ,  
t h e  a l l o c a t i o n  s h a l l  be made through t h e  u s e  of a s e l e c t e d  base w h i c h  produc$:s 
r e s u l t s  t h a t  a r e  e q u i t a b l e  t o  both  the Fede ra l  Governmcnt and t h e  o r g a n i z a t j o n .  
The d i s t r i b u t i o n  s h a l l  be mad.e i n  acco rdance  w i t h  t h e  bases desc r ibed  h e r e i n  
u n l e s s  i t  can be demonst ra ted  t h a t  t h e  use  of a d i f f e r e n t  base would r e s u l t  i n  a 
more e q u i t a b l e  a l l o c a t i o n  of t h e  costs, o r  t h a t  a more r e a d i l y  a v a i l a b l e  base 
would n o t  i n c r e a s e  t h e  c o s t s  charged t o  sponsored  awards. The resu l t s  of 
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I C )  Deprec i a t ion  or u s e  a l lowances  on b u i l d i n g s ,  c a p i t a l  
improvemenrs arid equipment r e l a t e d  s p a c e  ( e .  9 , , i n d i v i d u a l  rooms, and 
l a b o r a t o r i e s )  used j o i n t l y  by more t h a n  one f u n c t i o n  ( a s  determined 131' the u s e r s  
of t h e  space)  shall he t r e a t e d  a s  f o l l o w s .  
of space s h a l l  be a l l o c a t e d  t o  t h e  b e n e f i t t i n g  f u n c t i o n s  on t h e  basis o f :  

The  c o s t  o f  each j o i n t l y  u s e d  u n i t  

( i )  t h e  employees and o t h e r  u s e r s  on a f u l l - t i m e  
e q u i v a l e n t  (FTE) b a s i s  o r  s a l a r i e s  and wages of t h o s e  i n d i v i d u a l  f u n c t i o n s  
b c n e f i i t i n g  from t h e  use  of t h a t  s p a c e ;  o r  

(ii) organ iza t ion -wide  employee FTEs o r  s a l a r i e s  
and wages appl icable  t o  t h e  b e n e f i t t i n g  f u n c r i o n s  of t h e  o r g a n i z a 2 i o n .  

( d )  Deprec ia t ion  o r  use  a l lowances  on c e r t a i n  c a p i t a l  
improvements t o  land ,  such as  paved p a r k i n g  a r e a s ,  f e n c e s ,  s idewa lks ,  and t h e  ,:- - ~ } : e ,  not  included i n  t h e  c o s t  of b u i l d i n g s ,  s h a l l  be z l l o c a t e d  t o  u s e r  
c a t e g o r i e s  o n  a FTE b a s i s  and d i s t r i b u r e d  t o  m a j o r  f u n c t i o n s  i n  p r o p o r t i o n  Lo 
rhe s a l a r i e s  and wages of 2 1 1  employees a p p l i c a b l e  t o  t h e  f u n c t i o n s .  

( 2 )  i n t e r e s t .  I n t e r e s t  c o s t s  sha l l  h e  a l l o c a t e d  i n  t h e  s a m e  
manner a s  t he  dep rec i a t ion  or use a l l o w a n c e s  on t h e  b u i l d i n g s ,  equipmont  and 
c a p i t a l  equipments t o  which t h e  i n t e re s t  r e l a t e s .  

( 3 )  Operat ion and ma in tenance  expenses .  Opera t ion  and  
maintenance expenses s h a l l  be  a l l o c a t e d  i n  t h e  same manner a s  t h e  d e p r e c i a t i o n  
and use  allowances.  

( 4 )  General a d m i n i s t r a t i o n  arid g e n e r a l  expenses .  L e n e r a i  
a d m i n i s t r a t i o n  and genera l  expenses  s h a l l  be a l l o c a t e d  t o  b e n e f i t t i n g  f u n c t i o n s  
based on modified t o t a l  d i r e c t  c o s t s  (NTDC) , a s  d e s c r i b e d  i n  subpa rag raph  D. 3 .  f . 
T h e  expenses  iricluded i n  t h i s  c a t e g o r y  c o u l d  be grouped f i r s t  a c c o r d i n g  to mZJo1" 
func i io r i s  of t h e  o rgan iza t ion  to which t h e y  rerider s e r v i c e s  o r  p r o v i d e  l x n e f i t s  . 
Tlie aqgrega te  expenses of each group s h a l l  t h e n  lie a l l o c a t e d  t o  b e n e f i t t i n g  
fu r l c t ions  based on MTDC. 

d .  Orde i  oi d i . s t r ibu t io r i .  
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4 ,  Il-rect a l l o c a t i o n  nrethod 

a .  Some n o n - p r o f i t  o r g a n i z a t i o n s  : r ea t  ai!  c o s t s  a s  d i r ec t  C O S ~ S  

excspt g e n e r a l  a d m i n i s t r a t i o n  and g e n e r a l  e x p e n s e s .  These o r g a n i z a t i o n s  
g e n e r a l l y  s e p a r a t e  t h e i r  costs i n t o  t h r e e  b a s i c  c a t e g o r i e s :  !i) General  
a d m i n i s t r a t i o n  and general expenses ,  ( i i )  f u n d r a i s i n g ,  and (iii) o t h e r  d i r e c t  
f u n c t i o n s  ( i n c l u d i n g  p r o j e c t s  performed u n d e r  F e d e r a l  awards) . J o i n t  c o s t s ,  
s u c h  2s d.epreciat.j.ori, rental costs, o p e r a t i o n  and maintenance O f  f a c i l i t i e s ,  
t e l e p h o n e  expenses,  a n d  the like a r e  p r o r a t e d  individually a s  d i r e c t  costs t o  
e a c h  c a t e g o r y  and to e a c h  a.ward o r  o t h e r  a c t i v i t y  using a base most approprJ.ate 
t o  t h ?  particular c o s t  be ing  p r o r a t e d .  

b .  T h i s  method i s  a c c e p t a b l e ,  p r o v i d e d  each j o i n t  cost is pro ra t ed  
u s i n g  a bzse which a c c u r a t e l y  measures  the b e n e f i t s  provided t o  each award o r  

14 3 - 1  
. I -_.- .-- 

I ATTACHMENT ___.__ _ _ _  _._.___ 



5 .  Special  I.ndii-ect c o s t  rates. L ~ I  some insEances ,  a s i n g l e  i n d i r e c t  
c o s t  ]-ate f o r  dl1 a c t i v i t i e s  of a n  o r g a n i z a t i o n  01- for  eacl-1 major f u n c t i o n  of 
the organizaEion may n o t  be a p p r o p r i a t e ,  s i n c e  i t  would not t a k e  i n t o  a c c o u n t  
t h o s e  d i f f e r e n t  f a c t o r s  wIlicli may s u b s t a n t i a l l y  a f f e c t  t h e  i n d i r e c t  costs 
aprj l l icable  to a p a r t i c u l a r  segment of work. 
segment  of  work map he that performed under  a s i n g l e  award or i t  may c o n s i s t  of 
work under  a group of  awards per formed in a common envi ronment .  These  factors 
may inc lude  the phys ica l  l o c a t i o n  of t h e  work, t h e  l eve l  of a d m i n i s t r a t i v e  
Suppor t  required,  che na tu re  of t h e  f a c i l i t i e s  o s  o t h e r  r e s o u r c e s  employed ,  t h e  
s c i e n t i f i c  d i s c i p l i n e s  or t e c h n i c a l  s k i l l s  involved ,  t h e  o r g a n i z a t i o n a l  
a r rangements  used, o r  any combinat ion t h e r e o f .  When a p a r t i c u l a r  s e g m e n t  of  
w o r k  i s  performed i n  an environment which appears  to g e n e r a t e  a s i g n i f i c a n t l y  
d i f f e r e n t  l eve l  of i n d i r e c t  c o s t s ,  provisions should  be made f o r  a s e p a r a t e  
i n d i r e c t  cost  pool a p p l i c a b l e  to such  w o r k .  
s h o u l d  be developed d u r i n g  t h e  c o u r s p  of t h e  r e g u l a 1  a l l o c a t i o n  p r o c e s s ,  a n d  t h e  
s e p a r a t e  i n d i r e c t  c o s t  r a t e  r e s u l t i n g  the re f rom shou ld  be used, provided it is 
de te rmined  t h a t  (i) t h e  r a t e  d i f f e r s  s i g n i f i c a n t l y  f rom t h a t  which would have  
been obtained under subparagraphs 2 ,  3, and 4, and (ii) t h e  volume of work t o  
which t h e  r a t e  would apply i s  m a k e r i a l .  

For t h i s  purpose, a particular 

The s e p a r a t e  i n d i r e c t  cost  p o o l  

E .  Negot ia t ion and Approozl of I n d i r e c t  Cost Rakes 

1. Def in i t ions .  P s  used i n  zhis S e c t i o n ,  t h e  f o l l o w i n g  cerms have r h e  
meanings s e t  
f o r t h  below : 

a .  Cognizant agency means the Federa l  agenc)' reSpOnSil3le for 
n e g o t i a t i n g  and approving i n d i r e c t  cost r a t e s  f o r  a n o n - p r o f i t  organization on 
b e h a l f  of a l l  Federal  agenc ie s .  

r a t e  1s based on an e s t i m a t e  of t h e  costs t o  be i n c u r r e d  d u r i n g  t h e  p e r i o d .  A 
prede termined  r a t e  i s  not s u b j e c t  t o  a d j u s t m e n t .  

c .  Pixed r a t e  means an i n d i r e c t  c o s t  r a t e  which has  t h e  s a m e  
c h a r a c t e r i s t i c s  a s  a p rede termined  r a t e ,  except t h a t  t he  d i f f e r e n c e  b e t w e e n  t h e  
e s t i m a t e d  costs and t h e  a c t u a l  c o s t s  of t h e  p e r i o d  c o v e r e d  by tlie r a t e  l i s  
c x r i e d  forward a s  an adjustment  t o  t he  rate cornputat ion of a s u b s e y u e n t  p e r i o d .  
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d .  A p r e d ~ t e r m i r i e d  rate may be negotiated fo r  use OJI awards wheire 
C k i e r e  i.s rzasoriable a s su rance ,  based on p h s t  si:yJF!r.ieTlCe a n d  :elj.able pro:jectj  c) r i  

o f  t h e  o r g a n i z a t i o n ' s  costs, t h a t  t h e  r a t e  1s not  l i k e l y  to exceed a ra. te t ase r l  
o n  t h e  o r g a n i z a t i o n ' s  a c t u a l  c o s t s .  

e .  Fixed r a t e s  may  be negot ia tnc l  whe1e  predetermined r a t o s  a re  not  
c o n s i d e r e d  a p p r o p r i a t e .  A f i x e d  r a t e ,  however,  s h a l l  riot bs nego t i a t ed  i f  (i) 
all o r  a s u b s t a n t i a l  p o r t i o n  of t h e  o r g a n i z a t i o n ' s  awards ace expected. to e x p i r e  
before t h o  car ry- forward  ad jus tment  can  be made; (ii) t h e  mix of Federa l  arid 
non-Federal work a t  t h e  o r g a n i z a t i o n  i s  too e r r a t i c  t o  permit  an e q u i t a b l e  
carry-forward adjus tment ;  o r  (iii) t h e  o r g a n i z a t i o n ' s  operat ions f l u c t u a t e  
s i g n i f i c a n t l y  from year t o  y e a r .  

f .  Provisional and f i n a l  r a t e s  s h a l l  
F r e d e t e r m i n e d  n o r  f i x e d  r a t e s  a r e  a p p r o p r i a t e .  

16 
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( 3 )  Cost:; of  conduc t ing  g e n e r a l  liaison w i t h  news rnc?c!ta and 
government publ ic  r e l a t j . o r 1 ~  o f f i c e r s ,  to the e x t e n t  tha t  such a c t j . v j  t i e s  a r e  
l i m i t e d  to communication and liaison necessary keep tho pub l i c  informed on 
matters of public corico,rn, such  as n o t i c e s  of 7ed.eral  cont racL/grant  awards,  
f i n a n c i a l  m a t t e r s ,  e t c  . 
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( h )  Cos ts  of mee t ing  rooms, h o s p i t a l i t y  sui tes ,  and  other 
special  f a c i l i t i e s  used i n  con junc t ion  with shows and o t h e r  s p e c i a l  events; and 

( c )  S a l a r i e s  and wages of employees engaged in s e t t i n g  up  a n d  
d i s p l a y i n g  e x h i b i t s ,  making demons t r a t ions ,  and p r o v i d i n g  b r i e f i n g s ;  

(3 )  Costs of promotional  i t e m s  and memorab i l i a ,  i n c l u d i n g  m o d e l s ,  
gifts, and souveni rs ;  

( 4 )  C o s t s  of a d v e r t i s i n g  and p u b l i c  r e l a t i o n s  designed s o l e l y  to 
promote the  non-prof i t  o r g a n i z a t i o n .  

2 . Advisory Councils 

C o s t 5  incurred by a t i ~ i s o r ) ~  c o u n c i l s  01 commiz-iees a re  a l lowable  2s a d i rect  cost 
where au thor ized  by t h e  Federa l  awarding agency o r  2 s  a n  indirect c o s t  where  
a l l o c a b l e  t o  Federal  awards. 

3 .  Alcohol ic  beverages.  C o s t s  of a l c o h o l i c  b e v e r a g e s  a r e  una l lowab le .  

4 .  Audit  costs and r e l a t e d  s e r v i c e s  

a The costs of a u d i t s  r equ i r ed  by  , and per formed i n  accordance w i t h ,  t h e  
---Xmg.Le&dit Act, a s  implemented by C i r c u l a r  A - 1 3 3 ,  "Audi t s  of S t a t e s ,  L o c a l  

G o v e r n m e n t t n '  I xL -cl a118hLalil . Also see 31 USC 
7505 (b) and section 230 ( " A u d i t  Cos t s " )  of C i r c u l a r  8-133. 

31 



. .  

( 7 )  Charges to awards whether treated as d ~ e c t  (~1- Lriclirect COSILE 

&:-e d e t e r m i r i t i d  arid suppor ted  as required in t h i s  paragraph.  

c .  Reasonableness 

(1) When t h e  o r g a n i z a t i o n  i s  p redominan t ly  engaged i n  a c t i v i t i e s  
o:her than those sporisored by the Federa l  Government, c3mperisation f o r  employees 
on f e d e r a l l y - s p o n s o r e d  work w i l l  be c o n s i d e r e d  reasonable  ts t h e  e x t e n t  t h a t  i t  
i s  c o n s i s t e n t  w i t h  t h a t  p a i d  for s i m i l a r  work i n  t h e  o r g a n i z a t i o n ' s  o t h e r  
a c t i v i t i e s .  

( 2 )  When t h e  o r g a n i z a t i o n  i s  p redominan t ly  engaged i n  f e d e r a l l y -  
s p o n s o r e d  a c t i v i t i e s  and i n  cases where t h e  k i n d  of omployees r e q u i r e d  for- t h e  
F e d e r a l  a c t i v i t i e s  are n o t  found ir. ;he o r g a c i z a t i o n  ' s  o t h e r  a c t i v i t i e s ,  

22 



I T ' )  A n y  change i n  an o r g a n i z a t i o n ' s  compensat ion p o l i c y  r e s u l t i i i g  i n  
a s u b s t a n t i a l  i n c r e a s e  in t he  o r g a n i z a t i o n ' s  l e v e l  of compensat ion,  p a r t i c u l a r - 1 . y  
when i t  was concurren t  w i t h  an i n c r e a s e  in t h e  r a t i o  of Federa l  awards  t o  ocher 
a c t i v i t i e s  or' the  o rgan iza t ion  o r  any change i n  t h e  t r ea tmen t  of a l l o w a b i l i r y  of 
s p e c i f i c  types  of compensation due  t o  changes i n  F e d e r a l  p o l i c y .  

e .  Unallowable c o s t s ,  C o s t s  which a r e  u n z l l o w a h l e  under o-Lher p a r a g r a p h s  
of t h i s  kicachment s h a l l  not  be a l l o w a b l e  under t h i s  paragraph s o l e l y  on t h e  
basis t ha r :  ;hey cons- i i tu te  p e r s o n a l  compensat ion.  

f. Overtime, extra-pay s h i f t ,  and m u l t i - s h i f t  premiums. P r e m i u m s  for  
overt ime,  extra-pay s h i f t s ,  and m u l t i - s h i f t  work are a l lowab le  o n l y  w i t h  t h e  
p r i o r  a p p r o i d  of t h e  awarding agency  except  : 

( 7 )  When necessary  t o  cope  w i t h  emergenc ie s ,  such as t h o s e  r e su lL i r ig  
from acc idents ,  n a t u r a l  d i s a s t e r s  , breakdowns of equipment ,  or Occ2SFonSl 
ope ra t iona l  bo t t l enecks  of a s p o r a d i c  n a t u r e .  

( 2 )  When employees a r e  per forming  i n d i r e c t  f u n c t i o n s  , s u c h  a s  
adminis t ra t ion  , maintenance, or a c c o u n t i n g .  

( 3 )  In t h e  performance of tests,  l a b o r a t o r y  p rocedures ,  or o t h e r  
similar opera t ions  which a r e  c o n t i n u o u s  i n  n a t u r e  and cannot  r e a s o n a b l g  be 
i n t e r r u p t e d  or o therwise  comple ted .  

( 4  J When lower o v e r a l l  cost t o  tlie F e d e r a l  Government w i l l  r e s u l t .  

g .  F r i n g e  b e n e f i t s .  

(1) Fringe b e n e f i t s  i n  t h e  fo rm of r e g u l a r  compensat ion p a i d  t o  
employees d u r i n g  ~Jer lCJds of a u t h o r i z e d  absences frorri  tlte job, s u c h  a s  v a c a t i o n  
l e a v e ,  sj.cl: l e a v e ,  military l e a v e ,  and the lil:e, a r e  a l l o w a b l e ,  provi.ded such  
Costs are  a l~sorbe~i  Jly a l l  o r g a n i z a t i o n  a c t i v i t i e s  i n  pro]:~ortion t o  t h e  r e l a t i v e  
arnount of tirrie 01: r f i o r t  a c t u a l l y  devo ted  t o  eacki.  



(d) The costs assigned t o  a g iven  f i s c a l  year  are funded for  
a l l  p l a n  p a r t i c i p a n t s  w i t h i n  six months a f t e r  t h e  end o f  t h a t  yea r .  However, 
i n c r e a s e s  t o  normal and p a s t  s e r v i c e  pens ion  costs caused by a delay i n  f u n d i n g  
t h e  a c t u a r i a l  l i a b i l i t y  beyond 30 days a f t e x  each quar t e r  of the year t o  wfiich 
s u c h  c o s t s  are a s s i g n a b l e  a r e  unal lowable.  

( 2 )  Pension p l a n  t e rmina t ion  i n s u r a n c e  premiums p a i d  pursuant t o  the  
Cmployee Ret i rement  Income S e c u r i t y  A c t  ( E R I S A )  o f  1974 (Pub.  L .  93-406)  a r e  
a l l o w a b l e ,  La te  payment c h a r g e s  on such premiums a r e  unallowable.  
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I:. Sevei:ance pay, 
(1) Severalice p a y ,  a l s o  commonly r e f e r r e d  t o  ae disml.ssa1 wages, is 

a payment i l i  add i t io r i  to r e g u l a r  s a l a r i e s  and wages,  by o rgan iza i io l i s  t o  w o r k e r s  
whose employment i s  b e i n g  t e r m i n a t e d .  C o s ~ s  of seve rance  pay a r e  all0WaGl.e o n l y  
to the e x r e n t  t h a t  i n  eact-1 c a s e ,  i t  i s  r e q u i r e d  by 

( a )  law, 
(b) employer-emplopee agreement ,  
( c )  e s t a b l i s h e d  p o l i c y  t h a t  c o n s t i t u t e s ,  i n  effect, an i m p l i e d  

( d )  c i r cums tances  of t h e  p a r t i c u l a r  employment. 
agreement on the o r g a n i z a t i o n ' s  p a r t ,  01- 

( 2 )  C o s t s  of severance  payments a r e  d i v i d e d  i n t o  two categories as 
follows : 

a l l o c a r e d  t o  a l l  a c t i v i t i e s ;  o r ,  where t h e  o r g a n i z a t i o n  p rov ides  for a reserve  
f o r  normal severances ,  such method will be a c c e p t a b l e  i f  t h e  c h a r g e  to c u r r f i n t  
o p e r a t i o n s  is  reasonable  i n  l i g h t  of payments a c t u a l l y  made f o r  normal  
severances  over a r e p r e s e n t a t i v e  pas t  p e r i o d ,  and i f  amounts cha rged  a r e  
a l l o c a t e d  t o  a l l  a c t i r r i s l e s  of t h e  o r g a n i z a t i o n .  

( a )  Actual normal  t u r n o v e r  s e v e r a n c e  payments s h a l l  be 

(b) Abnorrnai o r  mass seve rance  pay  i s  of such a c o n j e c t u r a l  
n a t u r e  chat  measurement of c o s t s  by means of an a c c r u a l  w i l l  n o t  a c h i e ~ 7 e  eguii), 
to both p a r t i e s .  Thus ,  a c c r u a l s  f o r  t h i s  purpose  a r e  n o t  a l l o w a b l e .  Howe~rer ,  t h e  
Fede ra l  Government recognizes  its o b l i g a t i o n  t o  p a r t i c i p a t e ,  t o  t h e  e x t e n t  of 
i t s  f a i r  share ,  i n  any s p e c i i i c  payment .  Thus, a l l o w a b i l i t y  w i l l  be c o n s i d e r e d  
013 a case-by-case b a s i s  i n  t h e  e v e n t  o r  o c c u r r e n c e .  

( C )  Costs  i n c u r r e d  in c e r t a i n  s e v e r a n c e  pay p a c k a g e s  (commonly 
known a s  " a  golden parachute"  payment)  which a r e  i n  an amount in e x c e s s  of t h e  
normal severance pay pa id  by the o r g a n i z a t i o n  t o  an employee upon t e r m i n a t i o n  of 
e m p i o m r v c  c w p n i  L '  - upon a change i n  management 
control over, 01- ownership o f ,  t h e  o r g a n i z a t i o n ' s  a s s e t s  a r e  u n a l l o w a b l e .  

( d )  Severance payments t o  f o r e i g n  n a t i o n a l s  employed IIY t h e  
o rgan iza t ion  o u t s i d e  t h e  un i t ed  states, to t h e  e x t e n t  t h a t  t h e  amount exceeds 
t h e  customary 01 preva i l ing  p rac t i ces  f o r  t h e  o r g a n i z a t i o n  i n  t h e  U n i t e d  S t a t e s  
arc- unallowable I unless  they a r e  n e c e s s a r y  f o r  t h e  performance of Federal. 
programs and approved b)! awai-cling acJericj es , 

( e )  Severance p a  jmeflts t o  foreli gn n a t i o r i a l s  emplo red  135' the 
organiza t ion  o u t s i d e  t h e  United States clue t o  t h e  t e r m i n a t i o n  of t h e  i o L - e i g n  
n a t i o n a l  a s  a r e s u l t  of the  c l o s i n y  o f ,  01- curtailment of a c t i . r r i t i e s  I>\ / ,  t h e  
o rgan iza t ion  i n  t h a t  c c , u n t r y ,  a re  un&::!lowaJjle, u n l e s s  t hey  a r e  n e c e s s s x y  €or Eilo 

]-.)el~fc~r~riance of f e c k r a l  p r q r a r n s  and approved i : I y  awarding agencies . 
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( 3 )  Charges f o r  y h e  sa.l .aries arid wag+:s of nonprofessional  mp.!!ayt:c:::, 
In add.; t i o r i  t o  t h e  s u p p o r t i n g  docunientation aescribed. in subparagraphs (1) arid 
(21, musr also be supported b y  r e c o r d s  i n d i c a t i n g  the t o t a l  number of h o u r s  
worked each d a y  maintained i n  conformance with Department of Labor r e g u l a t i o n s  
imyjlsroenting t h e  F a i r  Labor S t a n d a r d s  A c t  (FLSP,) (29 C?€? P a r t  5 1 6 ) .  ?or t h i s  
p ~ ~ p o s e ~  t h e  te rm " n o n p r o f e s s i o n a l  employee" s h a l l  ha-vr t h e  same meaning a s  
"nonexempt employee, " under % S A .  

( 4 )  Sa.laries and wages of emplojrees used  i n  meet ing  c o s t  s h a r i n g  o r  
ma tch ing  requi rements  on awards must be suppor ted .  i n  the same manner a s  sa1sl : ies  
and w a g e s  claimed for re imburssment  from award ing  a g e n c i s s ,  

9 .  C o n t i n g e n c y  p r o v i s i o n s .  C o n t r i b u t i o n s  to a continqency r e s e r v e  or  any  
s i m i l a r  p r o v i s i o n  made f o r  e v e n t s  t h e  o c c u r r e n c e  of which c a n n o t  b e  f o r e t o l d  
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(1) Convictioii, a s  used l ierein,  mearis a judgment or a c o n v i c t i o n  01 
a criminal o f f e n s e  hy any c o u r t  of competent j u r i s d i . c t i o n ,  wlietlier e n t e r e d  upon 
as ii verd ic t  o r  a plea,  i n c l u d i n g  a convic t ion  due t o  a p l ea  O f  n o l o  COrlterldere 

(2) Costs i nc lude ,  b u t  a r e  not l i m i t e d  t o ,  a d m i n i s t r a t i v e  and 
c l e r i c a l  expenses ;  the cos t  o f  legal s e r v i c e s ,  whether performed b>/ i n - h o u s e  or 
p r iva t e  counse l ;  and t h e  c o s t s  of t h e  s e r v i c e s  of accoun tan t s ,  c o n s u l t a n t s ,  or 
o the r s  r e t a i n e d  by the o r g a n i z a t i o n  t o  a s s i s t  i t ;  c o s t s  of emplo)rees, o f f i c e r s  
a n d  t r u s t e e s ,  and any s i m i l a r  c o s t s  i ncu r red  b e f o r e ,  du r ing ,  and a f t e r  
commencement of a j u d i c i a l  01- a d m i n i s t r a t i v e  p roceed ing  c h a t  bears E? d i r e c t  
r e l a t ionsh ip  t o  t h e  proceedings .  

( 3 )  Fraud, as used h e r e i n ,  means ( I )  a c t s  of f r a u d  c o r r u p t i o n  o r  
a t tempts  t o  de f raud  the Fede ra l  Government o r  t o  c o r r u p t  i t s  a g e n t s ,  
t h a t  c o n s t i t u t e  a cause f o r  debarment  or suspens ion  ( a s  s p e c i f i e d  in agency  
regula t ions)  , and (iii) a c t s  which v i o l a t e  t h e  F a l s e  Claims A c t ,  31 U . S . C . ,  
s ec t ions  3729-3731, or t h e  hn;i-KFcl:back A c t ,  4 1  U . S . C . ,  s e c t i o n s  51 a n d  54. 

( i F )  a c t s  

(4) Penalty does n o t  i n c l u d e  r e s t i t u t i o n ,  reimbursemenE, OL 
compensatory damages. 

( 5 )  Proceeding i n c i u d e s  an i n v e s t i g a t i o n .  

b .  ( 1 )  Except as o t h e r w i s e  desc r ibed  h e r e i n ,  c o s t s  i n c u r r e d  i n  
connection with any cr imina l ,  c i v i l  or  a d m i n i s t r a t i v e  p roceed ing  ( i n c l u d i n g  
f i l i n g  of a f a l s e  c e r t i f i c a t i o n )  commenced by t h e  Federa l  Government ,  o r  a 
S t a t e ,  l oca l  o r  fore ign  government ,  a r e  no t  a l l o w a b l e  i f  t h e  p r o c e e d i n g :  ( 1 )  
r e l a t e s  t o  a v i o l a t i o n  o f ,  o r  f a i l u r e  t o  comply w i t h ,  a F e d e r a l ,  S t a t e ,  local o r  
foreign s t a t u t e  or r egu la t ion  by t h e  o r g a n i z a t i o n  ( i n c l u d i n g  i t s  a g e n t s  and  
employees) , and ( 2 )  r e s u l t s  i n  d l J y  of tk,: f - . ’ k w i ~ 1 ~  d i  spo s i t i o n s  : 

( a )  In a c r i m i n a l  proceedirig,  a c o n v i c t i o n .  

( b )  In a c i r r i 1  or a d m i n i s t r a t i v e  p roceed ing  i n v o l v i n g  an 
a l l e g a t i o n  of f r a u d  or s imi la r  misconduct ,  a d e t e r m i n a t i o n  of o r g a n i z a t i o n a l  
l i alji 1 i t y . 
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( 4 )  The percentage  of C O . S ~ S  a L l o w e c J  does riot exceed the  pc'rcorctii(le 
c,ic'iee:rnined by a n  au tho r i zed  Federal of f j . c i a .1  t o  be appropr.i.ate, c o n s i d e 5 n g  t h n ;  
cornplexj. t y  of t h e  l i t i g a t i o n ,  g e n e r a l l y  a c c s p t e d  principles goverriing t h e  award 
:~f J.t-:gal 5ees  i n  c i v i l  a c t i o n s  invo lv ing  t h e  U n i t e d  S t a t e s  as a p a r t y ,  and sucr! 
o ther  f a c t o r s  as may bs a p p r o p r i a t e .  Sush p e r c e n t a g e  s h a l l  riot exceed 80  
p e r c e n t .  Howe~ier,  if an agreement reached unde r  subparagraph c has  e q l i c i c l  jJ 

c o n s i d e r e d  t h i s  8 0  pe rcen t  l i m i t a t i o n  and p e r m i t t e d  a higher percentage ,  then  
t h e  f u l l  amount of  c o s t s  r e s u l t i n g  from t h a t  agreement  s h a l l  be allowable. 

f. C o s t s  i ncu r red  b y  the o r g a n i z a t i o n  i n  conneci ign w i t h  t he  defense of 
s u i t s  b r o u g h t  by i t s  employees o r  ex-employees u n d e r  s$c t ion  2 of the  1\5a]Or 
Fraud. A c t  of 1988 ( P u b .  L .  100-700) ,  i n c l u d i n g  the cost  of a l l  r e l i e f  necessary 
t o  make s u c h  employee w h o l e ,  where t h e  o r g a n i z a t i o n  was fourid liable or :iettled, 
a r e  u n a l l o w a b l e .  

g .  C o s t s  of l e g a l ,  a c c o u n t i n g ,  and c o n s u l t a n t  se rv ices ,  and r e l a t e d  
c c s t s ,  i ncu r red .  i n  connec t ion  w i t h  de fense  a g a i n s t  Federal Government c l a i m s  o r  



11. Deprec ia t ion  and use  a l l o w a n c e s .  

a .  Compensation for the u s e  of b u i l d i n g s ,  othei- c a p i t a l  improvemen t s ,  a n d  
equipment on  hand may  be made th rough  use  a l lowance  o r  d e p r e c i a t i o n .  
except a s  p rov ided  i n  Attachment E ,  pal-agraph i, a combination of t h e  t w o  
methods may  n o t  be used i n  c o n n e c t i o n  wi th  a s i n g l e  c l a s s  of f i x e d  a s s e t s  
bu i ld ings ,  o f f i c e  equipment, computer  equipment ,  e t c .  1 . 

H o w e v e r ,  

( e  . g .  , 

b .  The computation of u s e  a l lowances  o r  d e p r e c i a t i o n  shd l  be b a s e d  on the 
acqu i s i t i on  cost or' the a s s e t s  involved. The a c q u i s i t i o n  c o s t  of an  a s s e t  
donated io the non-p ro f i t  o r g a n i z a t i o n  by a t h i r d  pa r ty  shall be its f a i r  market 
value a t  t h e  t ime  of t h e  d o n a t i o n .  

C. The computation of ~ s e  a l lowances  o r  d e p r e c i a t i o n  w11l e x c l u d e :  

(1) The c o x  o f  l a n d ;  

( 2 )  A n y  port ion of t h e  c o s t  of b u i l d i n g s  and equipment  b o r n e  by or 
donated by t h e  Federal Government i r r e s p e c t i v e  of where t i t l e  was o r i g i n a l l y  
vested or where i t  presently resides;  and 

( 3 )  Any port ion of t h e  c o s t  of b u i l d i n g s  and equipment  c o n t r i b u t e d  
by 01- for t h e  non-profit  o r g a n i z a t i o n  i n  s a t i s f a c t i o n  of a s t a t u t o r } '  m a t c h i n g  
r e  qui  L- ernen t . 

-hod  i s  f o l l o w e d ,  t h e  p e r i o d  of u s e f u l  service -,+-Lux met . .  

( u s e f u l  l i f e )  es tab l i shed  i n  e a c h  case  for  usable capiEai  d - s e : i ~  i t t~ s t  + d J ' ~  i n t o  
cons ide ra t ion  such factors a s  t)rpe of c o n s t r u c t i o n  , n a t u r e  of t h e  e q u i p m n t  
used, technological developments  i n  t h e  p a r t i c u l a r  program a r e a ,  arid t h e  renewal 
and replacement  po l ic ies  f o l l o w e d  for tlie ind i r r ic lua l  items 01- c l a s s e s  of a s s e t s  
i n v u l v e d .  The  m e t h o d  of d e p r e c i a t i o n  u s e d  t o  a s s i g n  t h e  C o s t  o f  an a s s e t  
group of  a s s e t s )  t o  account ing periods s h a l l  r e f l e c t  t l i e  pa t t . e rn  of c o n s u m p t i o n  
O €  t h e  a s s e t  du r i r iy  its u s e f u l  l i f e .  

I n  tile absence of c l ~ z x  ev idence  i n d i c a t i n g  t h a t  the expec ted  consumption of  the 
asse t  will. be s i g n i i i c m t l y  g r e a t e r  01- l e s s e r  in t l i e  e a r l y  portions of i-cs 
useful l i f e  t h a n  in t]rr l a t e r  pol:t ions,  t he  s t r a i g l i t - l i n e  neuliod s h a l l  be  
presumed t o  be t k ~ e  appropr i a t e  rnetliod. 

(or 
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k-1 . Charges  f o r  use al:lowariceo or deprecj.a'id.on must be SuppOrtt:d b y  
a d e q u a t e  p r o p e r t y  r e c o r d s  and ptiysica.1 i n v e n t o r i e s  m u s t  S e  t a k e n  at 1 e a s t  orice 
E : V ~ Z I /  tws y e a r s  ( a  s t a t i s t i c a l  Ir;arnpling bas i s  IS accepkable) to s n s u r e  that.  
s: :sets e x i s t  and are usable and rie.;cled. When the deprec ia t ion  me'ihod 13 

f o J . l : i w e d ,  a d e q u a t e  d e p r e c i a t i o n  r e c o r d s  i n d i c a t i n g  t h e  amount of d e p r e c i a t j  on 
~ c i k o n  each period. must a l s o  be m z i n t a i n e d .  i- 

1 2 .  D o n a t i o n s  and c o n t r i b u t i o n s .  

a .  C o n t r i b u t i o n s  o r  d o n a t i o n s  rendered .  Contributions o r  dona t ions ,  
including cash, pro)je;:ty, and s e r v i c e s ,  mad... by t h e  o r g a n i z a t i o n ,  regardlesr ;  o f  
t h e  r ec ip i en t ,  a r e  una l lowable .  

b .  Donated s e r v i c e s  r e c e i v e d :  
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( a )  Tile agg1egar.e v a l u e  of .,lie s e r v i c e s  is n i a t e r i a l ;  

(b) The s e r v i c e s  a r e  suppor red  by a s i g n i f l c a n t  amount of the 
i n d i r e c t  c o s t s  incurred by the non-p ro f i t  o r g a n i z a r i o n ;  arid 

[ c )  The d i r e c t  c o s t  a c t i v i t y  i s  not  pu r sued  p r i m a r i l y  f o r  t h e  
benefi t  of zhe Federal Government. 

(3) In those i n s t a n c e s  where t h e r e  i s  no b a s i s  f o r  d e t e r m i n i n g  t h e  
fair market v a l u e  or' the s e r v i c e s  rendered,  t h e  r e c i p i e n t  and t h e  c o g n i z a n t  
agency s h a l l  nego t i a t e  a n  a p p r o p r i a t e  i l l o c a t i o n  of i n d i r e c t  c o s t  t o  t h e  
se rv ices .  

( 4 ) Wnere donated s e r v i c e s  d i r ec t ly  b e n e f i t  a p r o j e c t  supported by 
an award, t h e  Lndirect c o s t s  a l l o c a t e d  to t h e  s e r v i c e s  w i l l  b e  c o n s i d e r e d  a s  a 
p a r t  of t h e  t o t i 1   cos^ of the p z o j e c t ,  S u c h  i n d i r e c t  cos-is may be r e i m b u r s e d  
under t h e  award or  m e d  t o  m e e t  c o s t  s h a r i n g  o r  matching r e q u i r e m e n t s .  

(5) The va lue  of the donated s e r v i c e s  may be used t o  meet Cos t  
sharing or matching r equ i r emen t s  under c o n d i t i o n s  d e s c r i b e d  i n  Set.-. 2 3  Of 

Circular  A - 1 1 0 .  Where donated s e r v i c e s  a r e  t r e a t e d  a s  i n d i r e c t  c o s t s ,  i n d i r e c t  
C o s t  ra tes  w i l l  separa te  the v a l u e  of t h e  dor ia t ions  s o  t h a t  r e imbursemen t  W i l l  

no t  be made. 

c .  Donated goods o r  s p a c e .  

(1) Donated goods; i. e .  , expendable  pe r sona l  propertp/supplies, and 
doriatod use of s p a c e  may he f u r n i s h e d  t o  a n o n - p r o f i t  o r g a n i z a t i o n .  
i l lre goods and  space i s  riot reirnbursatle ejt l iei-  as a direct or i n d i r e c t  cost. 

T h e  v a l u e  Of 

1 3 .  Cmpl oyee rnor;le, I i e ~ i t r ~ ,  and n e l f a r e  c o s t s .  
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(4 ) "General purpose equipment" means equipment I which 5s n o t  
l i m i t e d  t o  r e sea rch ,  med ica l ,  s c i e n t i f i c  o r  o t h e r  technica l  a c t i v i t i e s .  Exam2les 
i n c l u . d e  o f f i c e  equipment arid f u r n i s h i n g s ,  modular o f f i c s s ,  telephone networks, 
i n f o r m a . t i o n  technology equipment and systems, a i r  condi t ion ing  equipment, 
r e p r o d u c t i o n  and p r i n t i n g  equipment, arid motor ve t i i c l2s .  

b .  The fo l lowing  ru.les of allowability s h a l l  apply t o  equipment arid cititer 
c a p i t a l  gxpend- i tures :  

32 



( 4 )  Wlren approved a s  a d i r e c t  charge  p u r s u a n t  ~ C J  parag raph  1 5 .  J j .  ( 1 j , 
(21, a i d  ( 3 )  above, c a p i t a l  expendi tures  will h e  cl-iaryed i n  tJie p e r i o d  i n  wl i i ch  
the  e x p e n d i t u r e  i s  i i rcurred,  o r  a s  o the rwise  de te rmined  a p p r o p r i a t e  11y arid 
n e g o t i a t e d  wirh t h e  award ing  agency. 

(5) Equipment and o t h e r  c a p i t a l  e x p e n d i t u r e s  are una l lowab le  2s 
i n d i r e c t  c o s t s .  However, see Attachment B, pa rag raph  ll., Deprec ia t ion  arid u s e  
al lowance,  f o r  rules  on t h e  a l l o w a b i l i t y  of u s e  a l lowances  or d e p r e c i a t i o n  on 
b u i l d i n g s ,  c a p i t a l  improvements, and equipmsnt  . A l s o ,  s e e  Attachment E, 
paragraph 43. , Rent21 c o s t s  of b u i l d i n g s  and equipment, f o r  rules on the 
a l l o w a b i l i t y  of ren ta l  c o s t s  fo r  land,  b u i l d i n g s ,  and equipment.  

( 6 )  The unamort ized p o r t i o n  of a n y  equipment w r i t t e n  of f  as  a result 
of a change i n  c a p i t a l i z a t i o n  l e v e l s  may be r e c o v e r e d  by c o n t i n u i n g  t o  claim t h e  
o therwise  a l lowable  use a l lowances  o r  d e p r e c i a r i o n  on the equipment ,  o r  by 
amor t iz ing  t h e  amoune to  be w r i t t e n  o f f  Over a p e r i o d  of years n e g o t i a t e d  w i t h  
the cogn izan t  agency. 

16. F i n e s  and  pena l r ip s .  costs of f i n e s  and p e n a l t i e s  r e s u l t i n g  from 
v i o l a t i o n s  o f ,  or f ~ i l u r e  of the o r g a n i z a t i o n  zo comply with F e d e r a l ,  S t a t e ,  a n d  
local laws and  reguia t ions  a r -e -una l lowable  except when i n c u r r e d  2s a r e s u l t  of 
compliance k r i t h  s p e c i f i c  p r o v i s i o n s  of an award or i n s t r u c t i o n s  i n  w r i t i n g  i r o m  
the  awarding agency. 

17. Fund r a i s i n g  and inves tment  management c o s t s .  

a .  C o s t s  of organized fund r a i s i n g ,  i n c l u d i n g  f i n a n c i a l  campaigns, 

incu r red  solely t o  r a i s e  c a p i t a l  or 0 0 1 ~ .  
and b e q u e s t s ,  and similar e x p e n s e s  - e n b o T i i ~ n r  u r  i B e s,ml=-i i at -4 cf ‘ 7 7  Ti S 

. . .  ’ -L 

11. C o s t s  of investment courlsel and s t a f f  and s i m i l a r  expenses  i n c u r r e d  
solely t u  enhance income i rom inves tmen t s  a r e  ur ta l lowable . 

C .  Fund r a i s i n g  and irrve~trne111: a c t i v i t i e s  shal.1 be a l l o c a t e d  an 
a p p r o p r i a t e  s h a r e  of i n d i l - e c t  costs under t h e  c o n d i t i o n s  d e s c r i l x d  i n  
subparacjraph E .  3 of Attachment A .  

38. Gains  and l o s s e s  or1 d e p r e c i a b l e  a s s e t s .  



2 1 .  i d l e  f a c i l i t i e s  and idle c a p a c i t y .  

a .  As used. i n  t h i s  s e c t i o n  t h e  fo l lowing  t.nrrtis have the  meanings s e t  f o r t h  
below: 

(1) "Fac.iJ.itj.es" means l and  and b u i l d i n g s  or a n y  por;ion t h e r e o f ,  
equi2ment  ind. ividual ly  or c o l l e c t i v e l y ,  o r  any o t h e r  tangible  c a p i t a l  a s s e t ,  
w h e r e ~ r e r  l o c a t e d ,  and &ether owned o r  l e a s e d  by t h e  non-profit  o r g a n i z a t i o n .  

,-- \ 
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( 4 )  "Cost  of i d l e  facilities 01- i d l e  capac i t l r "  means c o s t s  s u c k  a s  
maintenance,  r epa i r ,  )rousing, r e n t ,  and other related c o s t s ,  e .  CJ. , i r i s u r a n c e ,  
i n t e r e s t ,  p roper ty  t a x e s  and d e p r e c i a t i o n  ox use  a l lowances .  

13. The costs of idle f a c i l i t i e s  a r e  una l lowable  except  to Lhe ex ten t  t h a t :  

(1) They a r e  n e c e s s a r y  t o  meet f l u c t u a t i o n s  in workload; 01- 

( 2 )  i2lthough no t  necessa ry  t o  m e e t  F l u c t u a t i o n s  i n  workload, t hey  
were necessa ry  when acqu i r ed  and a r e  now i d l e  because  of changes i n  program 
requi rements ,  e f f o r t s  t o  ach ieve  more economical  o p e r a t i o n s ,  r e o r g a n i z a t i o n ,  
t e rmina t ion ,  o r  other  c a u s e s  which could  n o t  have been r sa sonab ly  f o r e s e e n .  
Under t h e  except ion s t a t e d  i n  t h i s  subpa rag raph ,  c o s t s  of i d l e  f a c i l i t i e s  a re  
a l lowable  for  a reasonable  p e r i o d  of t i m e - ,  o r d i n a r i l y  not  t o  exceed one  year, 
depending on the  i n i t i a t i v e  t aken  to use ,  l e a s e ,  or d i s p o s e  of s u c h  f a c i l i t i e s .  

c .  The c o s t s  of i d l e  c a p a c i t y  a r e  normal c o s t s  of d o i n g  b u s i n e s s  and  are  ii 

f a c t o r  i n  t he  normal f l u c t u a t i o n s  of usage  o r  i n d i r e c t  c o s t  r a t e s  f r o m  period t o  
p e r i o d .  
a n t i c i p a t e d  to be necessary o r  was o r i g i n a l l y  reasonable and i s  n o t  s u b j e c t  t o  
reduc t ion  01 e l imina t ion  by use  on o t h e r  F e d e r a l  awards,  s u b l e t t i n g ,  r e n t i n g ,  or 
sale, i J i  accordance v i t h  sound b u s i n e s s ,  economic,  o r  security p r a c t i c e s .  
Widespread i d l e  capac i ty  th roughou t .  an e n t i r e  f a c i l i t y  or among .a g r o u p  of-  
a s s e t s  having s u b s t a n t i a l l y  t h e  same f u n c t i o n  may be cons ide red  i d l e  f a c i l i t i e s .  

Such Costs a r e  a l l o w a b l e ,  p rov ided  c h a t  t h e  capacity is r e a s o n a b l y  

2 2 .  I n su rance  and indemni f i ca t ion  

a .  Insurance i n c l u d e s  i n s u r a n c e  which t h e  o r g a n i z a t i o n  is r e q u i r e d  t o  
ca r ry ,  or  which i s  approved, under  t h e  t e rms  of t h e  award and any o the r  
7 n s w L r c e  which the  o r g a n i z a t i o n  m a i n t a i n s  i n  connec t ion  with t h e  g e n e r a l  
conduct of i t s  ope ra t ions .  T h i s  paragraph  does nuL a p y l y  ';z ~ f i m r ?  h l l l r h  

r e p r e s e n t s  f r i n g e  b e n e f i t s  for employees ( s e e  subparagrapl i s  8 . 9  and 8 .  i (2) 1 .  
, .  , . : 

(1) Costs of  i n s u r a n c e  r e q u i r e d  or app'rcn,ed, and m a i n t a i n e d ,  
pursuant  t o  t h e  award a r e  a l l o w a b l e .  

(2) Costs of o t h e r  insui-ance m z i ~ - ~ t ~ i r i e d  hp  the o r g a n i z a t i o n  in 
connect ion with t h e  g e n e r a l  conchct  of its o p e r a t i o n s  a r e  alluwab1.e sub jec t  t o  
the fo l lowing  l i m i t a t i o n s :  

( a )  Types arid e x t e n t  of ccwei-ac~e s h a l l  be i n  a c c o r d a n c e  w i t h  
sour~d business prac t i ce  and the r a t e s  arid premiums shall I J ~  r e 2 s o n a b l e  under t h e  
circums t a i  cc-s . 

3 5 



b .  Indemni f i ca t ion  i n c l u d e s  s e c u r i n g  t h e  o r g a n i z a t i o n  a g a i n s t  l i a b i l i t i e s  
t o  t h i r d  persons and any o t h e r  l o s s  o r  damage, n o t  compensated. by insu rance  or 
o t h e r w i s e .  The F e d e r a l  Government i s  o b l i g a t e d  t o  indemnify t h e  o r g a n i z a t i o n  
o n l y  t o  the e x t e n t  e x p r e s s l y  p rov ided  i n  t h e  award .  

2 3 .  I n t e r e s t .  

a. Cos t s  i n c u r r e d  f o r  i n t s r e s t  on borrowed capital, temporary use of 
endowment funds,  o r  t h e  use  of t h e  n o n - p r o f i t  o r g a n i z a t i o n ' s  own funds,  however 
r e p r e s e n t e d ,  a r e  una l lowab le .  However, i n t e r e s t  on debt i n c u r r e d  a f t e r  
Sep tenbe r  2 9 ,  1995 t o  a c q u i r e  o r  r e p l a c e  c a p i t a l  a s s e t s  ( i n c l u d i n g  
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( a )  I! s t a t emen t  of purpose and j u s t i f i c a t i o n  for f a c i l i t y  
a c q u i s i t i o n  o r  replacement 

Ib) Pa s t a t e m e n t  a s  t o  why c u r r e n t  f a c i l i t i e s  a r e  not a d e q u a t e  

(c) ZS s t a t e m e n t  of  p lanned  f u t u r e  u s e  of t h e  f a c i l i t y  

(d j  A d e s c r i p t i o n  of t h e  f i n a n c i n g  agreement t o  be a r r a n g e d  
f o r  the  f a c i l i t y  

( e )  A summary of t h e  b u i l d i n g  c o n t r a c t  with e s t i m a t e d  C O s f  
i n fo rma t ion  and s ta tement  of source and use  of funds 

If) ZS schedu le  of p lanned  occupancy da tes  

( 2 )  For f a c i l i t i e s  c o s t i n g  ove r  $500,000,  rhe  non-pro2iY 
o r g a n i z a t i o n  prepares ,  p r i o r  to chp a c q u i s i t i o n  o r  replacement  of t h e  f a c i l i t y ,  

. 30  
through - , 3 7  of C i rcu la r  A-110, which shows t h a t  a f i nanced  p u r c h a s e  or c a p i r a l  
k 3 S e  i s  l e s s  costly t o  t h e  o r g a n i z a t i o n  t h a n  o t h e r  l e a s i n g  a h t P r n a t F W S ,  on a 
n e t  p r e s e n t  value b a s i s .  Discount  r a t e s  used s h o u l d  be equa l  t o  t h e  n o n - p r o f i t  
o r g a n i z a t i o n ' s  a n t i c i p a t e d  i n t e r e s t  r a t e s  and shou ld  be no h i g h e r  t h a n  the f a i r  
market r a t e  ava i lab le  t o  t h e  n o n - p r o f i t  o r g a n i z a t i o n  from an u n r e l a t e d  ( "arm s 
l eng th" )  t h i rd -pa r ty .  The l e a s e / p u r c h a s e  a n a l y s i s  s h a l l  i n c l u d e  a compar ison  of 
t h e  n e t  p re sen t  va lue  of t h e  p r o j e c t e d  t o t a l  c o s t  comparisons o f  b o t h  
a l t e r n a t i v e s  over the  p e r i o d  t h e  a s s e t  i s  expec ted  t o  be used by the  n o n - p r o f i t  
o r g a n i z a t i o n .  The cos t  comparisons a s s o c i a t e d  with purchas ing  the f a c i i i t y  S h a l l  

costs ( includir ig  p rope r ty  taxes, i f  a p p l i c a b l e )  not i n c l u d e d  i n  i h d & t  
f i n a n c i n g ,  l e s s  any e s t i m a t e d  a s s e t  s a l v a g e  v a l u e  a t  t h e  erid of the p e r i o d  
d e f i n e d  above.  The c o s t  comparison f o r  a c a p i t a l  l e a s e  sha l l  iI lclude t h e  
es t imated  t o t a l  l ea se  IJdyrrlenfrs, any e s t i m a t e d  13al-gain pu rchase  optiori, o p e r a t i n g  
and Jrlainteriance cos t s ,  arid t a x e s  n o t  i r ic luded i n  t h e  c a p i t a l .  1 e a s i n g  
arranqernent,  l e s s  any e s t i m a t e d  credixs  due under the l e a s e  a t  the erid of t h e  
p e r i c d  d e f i n e d  a]love. projected operating l ease  c o s t s  s h a l l  b e  ]lased on the 
a n t i c i p a t e d  cost  of l e a s i n g  comparable  f a c i l i t i e s  a t  f a i r  rnar1:et r a t e s  UIJdel- 
rent; l3 agreements t h a t  would JJe renewed o r  r e e s t a l A i s h e d  over the p e r i o d  de f i r l ed  
tilJo~e, arid ally expected mainteJiance c o s t s  and alioi*Jable p r o p e r t y  taxes t o  be 
borne b y  the non-profi t  o r g a n i z ~ t i u n  d i r e c t l y  01- 2s par t  of t h e  l e z s e  
i lT ran  g erne n t . 

& l ea se /pu rchzse  a n a l y s i s  i n  acco rdance  w i t h  t he  provisions of S e c .  - 

t-Lw - -  p1 -ice, a n t i c i p a t e d  o p e r a t i n g  and ma in tenance  , .  --- m u d E - -  
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(d.) S u b s t a n t i a l  r e l o c a t i o n  of  fed~=al!y-sponsored a c t i v i t i f r  
from a. f a c i l i t y  f i n a n c e d  by indeb tedness ,  the c o s t  of w h i c h  was fundkd in whole 
or part through Federal re imbursements ,  t o  another  f a c i l i t y  p r i o r  t o  t he  
e x p i r a t i o n  of 2 p e r i o d  of 20 yea r s  r e q u i r e s  notice t o  the Federal  cognizant  
agency .  The e x t e n t  of t h e  r e l o c a t i o n ,  t h e  amount of t h e  Federal  p a r t i c i p a t i o n  i n  
the  ; rnanc ing ,  arid the d e p r e c i a t i o n  and. i n t e r e s t  charged t o  d a t e  may r e q u i r e  
n e g o t i a t i o n  and./or downward adjustrnents  of r e p l a c e m e n t  space charged t o  Federa l  
programs i n  t h e  f u t u r e .  

- I  

( e )  T h e  a l lowab le  c o s t s  t o  acquire f a c i l i t i e s  and equipment 
a r e  l i m i t e d  t o  a f a i r  market va lue  a v a i l a b l e  t o  t h e  non-profi t  o rgan iza t ion  from 
an  u n r e l a t e d  ( " a r m ' s  l e n g t h " )  t h i r d  p a r t y .  



(2) I n i t i a l  e q u i t y  c o n t r i b u t i o n  znearis t h e  amount or  va lue  of 
c o n t r i b u t i o n s  made ~ J J  non-p ro f i t  o r g a n i z a t i o n s  f o r  t h e  a c q u i s i t i o n  of  t h e  a s s e t  
o r  p r ior  t o  occupancy of f a c i l i t i e s .  

( 3 )  Asset c o s t s  means che c a p i t a l i z a b l e  c o s t s  of an asset, F n c l u d l n g  
c o n s t r u c t i o n  c o s t s ,  a c q u i s i t i o n  c o s t s ,  and orher such costs c a p i c a l l z e d  i n  
accordance  w i t h  G U P .  

2 4 .  Labor r e l a t i o n s  c o s t s .  Costs i n c u r r e d  in m a i n t a i n i n g  s a t i s f a c t o r y  
r e l a t i o n s  between t h e  o r g a n i z a t i o n  and i t s  employees i n c l u d i n g  costs of labor 
management committees, employee p u b l i c a t i o n s ,  and o ther  r e l a t e d  a c t i v i t i e s  are 
a l l o w a b l e .  

2 5 .  Lobbying. 

a .  Notwithstanding oEher p r o v i s i o n s  of t h i s  C i r c u l a r  , COSLS a s s o c l a c e d  
w i t h  t h e  fo l lowing  a c t i v i t i e s  are unal lowable :  

(1) Attempts t o  i n f l u e n c e  t h e  outcomes of any  Federal, S t a t e ,  or 
Local e l e c t i o n ,  referendum, i n i t i a t i v e ,  o r  s i m i l a r  p rocedure ,  t h rough  i n  k i n d  0 1  

cash  c o n t r i b u t i o n s ,  endorsements ,  p u b l i c i t y ,  o r  s i m i l a r  a c t i v i t y ;  

( 2 )  E s t a b l i s h i n g ,  a d m i n i s t e r i n g ,  c o n t r i b u t i n g  t o ,  o r  pay ing  t h e  
expenses  oL a p o l ~ ~ l ~ ~ ~  / =wv, P O L  ' t i c a l  a c t i o n  commit tee ,  or o t h e r  
o r g a n i z a t i o n  established for t l i e  purpose of i n f l u e n c i n g  t h e  outcomes or 
e 1 ec t i on s ; 

(3)  A n y  a t t empt  t o  i n f l u e n c e :  ( i )  The i n t r o d u c t i o n  of  Federal  or  
S t a t e  1eg i s l a t i . on ;  01- (ii) the enactmerit o r  m o d i f i c a t i o n  of a n y  pending F e d e r a l  
o r  State l e g i s l a t i o n  t h r o u g h  communication with any  member o r  empln)jee of t h e  
Congress or S t a t e  l e g i s l a t u r e  ( incl .uding e f f o r t s  to i r i i l u e n c e  S t a t e  01 local 
o f f i c i c l s  t o  engage in s i m i l a r  l o b l ~ y i r ~ g  a c t i v i t y )  , or with a n y  Governrrient 
o f f i c i a l  or  employee i n  connec t ion  w i t h  a d e c i s i o n  t o  s i g n  o r  v e t C ~  e n r o l l e d  
1 egi s l  a tiori ; 



( 3 )  O r g a n i z a t i o n s  s h a l l  main ta in  a d e q u a t e  rscords t o  demonstrate  
t h a t  the da tezmina t ion  of c o s t s  as b e i n g  a l l o x a b l e  o r  unaLlowable pursuant ic, 
paragraph  2 5  compl ies  w i t h  the requi rements  of  this Circu la r .  

( 4 )  Time l o g s ,  c a l e n d a r s ,  o r  s imi la r  r-ecords s h a l l  riot be r e q u i r e d  
2 0  be c r?a t ed  f o r  purposes of complying wi th  t h i s  paragrapf-r during a n y  
p a r t i c u l a r  ca lendar  month xhen: (1) the employee engages i n  lobbying ( a s  d s f i n e d  
i n  subparagraphs ( a )  and ( b ) )  25 p e r c e n t  o r  less  of  t h e  employee's compensated 
hours of employment d u r i n g  t h a t  c a l e n d a r  month, and ( 2 )  w i t h i n  t he  preceding  
f ive-year  per iod ,  t h e  o r g a n i z a t i o n  h a s  no t  m a t e r i a l l y  miss ta ted  a l lowable  o r  
una l lowable  c o s t s  of  any na . ture ,  i n c l u d i n g  l e g i s l a t i v e  lobby ing  c o s t s .  When 
condh t ions  (1) and ( 2 )  a r e  met ,  o r g a n i z a t i o n s  a r e  n o t  requi red  t o  e s t a b l i s h  
r e c o r d s  t o  support  t h e  a l l o w a b l i l i y  of claimed c o s t s  i n  add i t ion  t o  r eco rds  

40 



improper ly  inf luence  e i  t]it.!- d i r e c t ]  y or i n d i r e c t l y ,  ail 

the Execut ive  Brancl? of L I I E  F ede ra l  Government t o  g ive  
regarding a sponsored ayr-eemFnt o r  a r e g u l a t o r y  n i a t t e r  
i i i f i uence  means any in i luer ice  t h a t  i i iduces 01- t e n d s  t o  
o r  o f f i c e r  t o  g ive  cons ide ra r ion  or t o  a c t  r ega rd ing  a 
agreement o r  regula tory  ma t t e r  on any b a s i s  o t h e r  than  

2 6 .  Losses  o n  o the r  sponsored aqreements  or  COntIaCtS 

ernployee or officer of 
c o n s i d e r a t i o n  or  t o  act  
a r e  una l lowab le .  Imprope r  
induce a F e d e r a l  employee  
f e d  e I a 1 1 y - sp on s o  r e d 
the  m e r i t s  of  t h e  m a t t e r .  

, Any e x c e s s  of cos t s  
o v e r  income on any award is  u n i l l o w a h l e  as a c o s t  of any o t h e r  award. 
i n c l u d e s ,  b u t  is not l i m i t e d  t o ,  
r eason  of cost shar ing  agreements or any unde r - r ecove r i e s  th rough n e g o t i a t i o n  of 
lump Sums fo r ,  or c e i l i n g s  on, i n d i r e c t  c o s t s .  

T h i s  
t h e  o r g a n i z a t i o n ' s  c o n t r i b u t e d  p o r t i o n  by 

2 7 .  Miintenance and r e p a i r  costs. Costs i n c u r r e d  f o r  n e c e s s a r y  m s i n t e n a n c e ,  
r e p a i r ,  or upkeep of b u i l d i n g s  and equipment ( i n c l u d i n g  Fede ra l  property Unless 
o t h e r w i s e  provided f o r )  which n e i t h e r  add to t h e  permanent va lue  of the p r o p e r t y  
no r  apprec i ab ly  prolong i r s  i n t e n d e d  l i f e ,  but keep it i n  a n  e f f i c i e n t  operating 
c o n d i t i o n ,  a r e  a l lowable .  C o s t s  i n c u r r e d  f o r  improvements which add 'io t h e  

i n t e n d e d  l i f e  s h a l l  be t r e a t e d  as  cap i t a l  e x p e n d i t u r e s  (see p a r a g r a p h  1 5 ) .  
permanent v a l u e  of t h e  b u i l d i n g s  and equipment o r  a p p r e c i a b l y  p ro long  t h e i r  - .  

2 8 .  I l la te r ia l s  and supp l i e s  costs. 

a .  Costs  incur red  f o r  m a t e r i a l s ,  s u p p l i e s ,  and f a b r i c a t e d  p a r t s  n e c e s s a r y  
to c a r r y  out  a Federal  award a r e  a l l o w a b l e .  

13. Purchased m a t e r i a a  ea-'-= 
p r i c e s ,  ne t  of app l i cab le  c r e d i t s .  Withdrawals  from g e n e r a l  s t o r e s  01- 

stoc1:rooms should be charged a t  their a c t u d l  n e t  c o s t  under  any r e c o g n i z e d  
nietl-t od of p r  i c i 1-1 cj in v e n t o ry  wi t h clr a w a 1 s , cons i s tent 1 y a ppl I ed . 
t r a n s p o r t a t i o n  charges 2 r e  a proper p a r t  oi m a t e r i a l s  and supplies c o s t s .  

In c: orni 1-1 c j  

c .  Only materials arid suppl ies  a c t u a l l y  used f o r  tile p 'e r iormar tce  of a 
Federa l  award may I Je  charged a s  d i rec t  costs. 
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34. Pa . ten t  costs 

a .  The fo l lowing  costs r e l a t i n g  t o  p a t e n t  and copyright  matters a r e  
a l l o w a b l e :  (i) cos t  cjf p r epa r ing  d i s c l o s u r e s ,  reports, and o t h e r  documerits 

t o  make such d i s c l o s u r e s ;  [ii) c o s t  of p r e p a r i n g  documents arid any o t h e r  p a i e n t  
c o s t s  i n  connect ion with the f i l i n g  and p r o s e c u t i o n  of a United S t a t e s  p a t e n t  
a p p l i c a t i o n  where t i t l e  u r  r o y a l t y - f r e e  l i c e n s e  i s  requ i r ed  by t h e  Fede ra l  
Government t o  be conveyed to t h e  F e d e r a l  Government; and (iii) gene ra l  
c o u n s e l i n g  s e r v i c e s  r e l a t i n g  t o  p a t e n t  and c o p y r i g h t  ma t t e r s ,  such as a d v i c e  on 
p a t e n t  and  copyright  l a w s ,  r e g u l a t i o n s ,  c l a u s e s ,  a n d  em?loyee agreements (but 

r e q u i r e d  by t h o  F e d e r a l  award and o f  s e a r c h i n g  the a r t  t o  the e x t e n t  riecessar Y 

, < .  
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35. P l a n t  and homplalid s ecux i ty  c o s t s .  .Necessary and reasoi ia ls le  e x p e n s e s  
i n c u r r e d  for r o u t i n e  and homeland s e c u r i t y  t o  plrotect  i a c i l i t i e s ,  p e r s o n n e l ,  and  
work p r o d u c t s  a r e  a l lowable.  Such  c o s t s  i n c l u d e ,  b u t  a r e  not l i m i t e d  t o ,  wages 
and uniforms of personnel engaged i n  s e c u I i t y  a c t i v i t i e s ;  equipment;  ba r r i e r s ;  
c o n t r a c t u a l  s e c u r i t y  s e r v i c e s ;  c o n s u l t a n t s ;  e t c  , C a p i t a l  e x p e n d i t u r e s  f o r  
homeland and p l a n t  s e c u r i t y  pu rposes  a re  s u b j e c t  t o  paragraph  3 5 . '  Equipment  and  
o t h e r  capital expendi tures ,  of t h i s  C i r c u l a r .  

36 .  
e f f e c t i v e  da te  of t h e  award d i r e c t l y  p u r s u a n t  to t h e  n e g o t i a t i o n  and i n  
a n t i c i p a t i o n  of t h e  award &ere  s u c h  c o s t s  a re  n e c e s s a r y  t o  comply w i t h  t h e  
proposed d e l i v e r y  schedule o r  p e r i o d  of per formance .  
only to t h e  e x t e n t  t h a t  t h e y  would have been a l l o w a b l e  if i n c w r d  a f t e r  t h e  
dace of the award and only r!ith t h e  w r i t t e n  approval of t h e  awarding  agency. 

Pre-agreement c o s t s .  Pre-award c o s t s  a r e  t h o s e  i n c u r r e d  p r i o r  t o  t h e  

Such c o s t s  are  a l l o w a b l e  

37.  Eroiessional s x v i c e s  c o s t s .  

ii. Costs  of p ro fes s iona l  and c o n s u l t a n t  s e r v i c e s  r e n d e r e d  by p e r s o n s  who . .  
a re  members of a p a r t i c u l a r  p r o f e s s i o n  or  p o s s e s s  a special  skill, and who are 
n o t  officers o r  employees of t h e  n o n - p r o f i t  o r g a n i z a t i o n ,  a r e  a l l o w a b l e ,  subject 
to subparagraphs b and c when r e a s o n a b l e  i n  r e l a t i o n  t o  t h e  s e r s i c e s  r e n d e r e d  
and when no t  cont ingent  upon r e c o v e r y  of t h e  c o s t s  from t h e  F e d e r a l  Government .  

I n  a d d i t i o n ,  l e g a l  and r e l a t e d  sei-Trices a r e  l i m i t e d  under  At tachment  E ,  
- paragraph  - 10 .  

b. I n  determining the  a l l o w a b i l i t y  of c o s t s  i n  a p a r t i c u l a r  c a s e ,  n o  
s i n g l e  f a c t o r  01 any special combination of factors i s  i i e c e s s a r i l y  
de te rmina t i .ve .  k~owever, the fo l lowing  f a c t o r s  a r e  r e l e v a n t  : 

(1) The na ture  and scope  of tlie s e r v i c e  r e n d e r e d  i n  r e l a t i o n  t u  t l ie 
s e i - ~ i c e  r equ i r ed  
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39. Rearrangement and a l t e r a t i o n  c o s t s .  Costs i n c u r r e d  for o r d i n a r y  o r  normal 
r e a r r a n g e m e n t  and a l t e r a t i o n  of f a c i l i t i e s  a r e  a l lowabl" .  Special arrangement  
and a l t e r a t i o n  c o s t s  i n c u r r e d  s p e c i f i c a l l y  f o r  t h e  p ro jec t  a r e  a l l o w a b l e  w i c h  
t h e  p r i o r  approval of t he  awarding agency. 

40. Reconversion costs. C o s t s  i n c u r r e d  in t h e  r e s t o r a t i c n  o r  r e h a b i l i t a t i o n  0 ;  

t h e  n o n - p r o f i t  o r g a n i z a t i o n ' s  f a c i l i t i e s  t o  approximately t h e  same c o n d i t i o n  
e x i s t i n g  immediately p r i o r  t o  commencement of F e d e r a l  awards, l e s s  c o s t s  r e l a t e d  
t o  normal wear and t e a r ,  a r e  a l l o w a b l e .  
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b .  I n  p u t l i c a t i o r ~ s ,  costs  of h e i p  wanted a d v e r t i s i n g  t h a t  i n c l u d e s  c o l o r ,  
i n c l u d e s  advei- t is ing m a t e r i a l  f o r  o t h e r  t h a n  r e c r u i t m e n t  purposes, or is 
excess ive  i n  s i z e  ( tak ing  i n t o  c o n s i d e r a t i o n  r ec ru i tmen t  purposes f o r  Which 
in t ended  and normal o r g a n i z a t i o n a l  p r a c t i c e s  i n  this r e s p e c t  I a r e  u n a l l o w a b l e .  

c. Costs  of help wanted a d v e r t i s i n g ,  specis1 emoluments, f r i n g e  b e n e f i t s ,  
and  s a l a r y  allowances i n c u r r e d  t o  a t t r a c t  p r o f e s s i o n a l  personnel  from other 
o r g a n i z a t i o n s  t h a t  do not  meet t h e  t e s t  of r easonab leness  01 do not  c o n i o r ~ i  ~ i - i h  
t h e  e s t a b l i s h e d  p r a c t i c e s  of t h e  o r g a n i z a t i o n ,  a re  unal lowable .  

d .  Where r e loca t ion  c o s t s  i n c u r r e d  i n c i d e n t  t o  r e c r u i t m e n t  of 2 new 
employee have been allowed e i t h e r  a s  ar! a l l o c a b l e  d i r e c t  or i n d i r e c t  c o s t ,  and  
t h e  new!l)/ h i r ed  employee r e s i g n s  f o r  r e a s o n s  w i t h i n  h i s  c o n t r o l  w i t h i n  t w e l v e  
months after being  hireti ,  t h e  o r g a n i z a t i o n  will be r equ i r ed  t o  r e f u n d  o r  credi t  
such  r e loca t ion  cos t s  t o  t h e  Feder-a1 Government. 

4 2 . Relocation c o s t s .  

a .  Relocat ion c o s t s  are costs i n c i d e n t  t o  t h e  permanent change Of d u t y  
assignment  ( f o r  an  i n d e f i n i t e  p e r i o d  o r  f o r  a s t a t e d  pe r iod  of n o t  l e s s  than 12 
months) of an e x i s t i n g  employee or upon r e c r u i t m e n t  of a new employee.  
Reloca t ion  c o s t s  a r e  a l lowab le ,  s u b j e c t  t o  t h e  l i m i t a t i o n  d e s c r i b e d  i n  
subparagraphs b ,  c, and a', p r o v i d e d  t h a t :  

(1) The moi7e i s  f o r  t h e  b e n e f i t  of the employer 

(2) Reimbursement t o  t h e  employee i s  i n  accordance w i i h  dil 

es t ab l i s l i ed  written po l i cy  c o n s i s t e n t l y  f o l l o w e d  I3y t h e  employer 

13) The reimbursement does  iiot exceed  the employee ' s  a c t u a l .  ( o r  
reasonably es t imated)  expenses  . 

lj. Hllowable relocatj.on c o s t s  f o r  c u r r e n t  employees a r e  l i m i t e d  t o  the 
i 01 lowing : 

( 1  1 The c o s t s  of  t r a n s p o r t a t i o n  oi the employee, m e r t l t e r - s  of  his 
iInrned-iate fa r r i i l y  and his h ~ ~ ~ r - h o l c i ,  and p e r s o n a l  e f f e c t s  t o  tile new l o c a t i o n .  
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! 3 )  C o n ? i n u i n g  mortgage pr . r .nc~pal  and  Lntttzest payments on a iiorne 
3r . i l lg  S C > l d .  

a .  S u b j e c t  co t h e  limitations described i n  subparagraphs 5 .  through d. o f  
; h i s  paragzaph 43, :ental c o s t s  a r e  allowable t o  t h e  ex tsn t  t h a t  t he  r a t e s  are 
r e a s o n a b l e  in l i g h t  of such f a c t o r s  as :  r e n t a l  c o s t s  of comparable proper ty ,  i r  
any; market c o n d i t i o n s  i n  t h e  a r e a ;  a l t e r n a t i v e s  a v a i l a b l e ;  and, t he  t y p e ,  l i f e  
e x p e c t a n c y ,  c o n d i t i o n ,  and v a l u e  of t h e  p rope r ty  l e a s e d .  Rental arrangements 
s h o u i d  be reviewed p e r i o d i c a l l y  t o  de termine  if ci rcumstances  have changed and 
o the r  options a r e  a v a i l a b l e .  

. r  

b. Rental c o s t s  under  " s a l e  and l e a s e  back" arrangements a r e  allo!-+able 
o n l y  up t o  t h e  amount t h a t  would be allowed ha.d t h e  non-prof i t  o r g a n i z a t i o n  
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d .  Rental  c o s t s  undei- l e a s e s  which a r e  r e q u i r e d  t o  be t r e a t e d  as c a p i t a l  
leases under G A P 2  are a l lowable  o n l y  up t o  t h e  amount ( a s  exp la ined  i n  
subparagraph 21)  t h a t  would be  al lowed had the non-p ro f i t  o r g a n i z a t i o n  purchased 
t h e  propert)! on t h e  d a t e  the  l e a s e  agreement was executed .  The p r o v i s i o n s  of 
Financ ia l  Accounting S tandards  Board S ta t emen t  13 , hccount ing  f o r  Leases , s h a l l  
be used t o  determine whether a l e a s e  i s  a c a p i t a l  l e a s e .  i n t e r e s t  costs r e l a t e d  
t o  c a p i t a l  leases a r e  a l lowablp  to the e x t e n t  t h e y  meet t h e  c r i t e r i a  i n  
subparagraph 2 3 ,  Unallowable c o s t s  i n c l u d e  amounts pa id  f o r  p r o f i t ,  management  
f e e s ,  and t a x e s  t h a t  would no t  have  been  i n c u r r e d  had t h e  non-profi t  
o rgan iza t ion  purchased the  f a c i l i t y .  

a.  R o y a l t i e s  on a p a t e n t  or c o p y r i g h t  or  a m o r t i z a t i o n  of t h e  cost of 
acqu i r ing  by purchase a copyr igh t ,  p a t e n t ,  ox r i g h t s  t h e r e t o ,  riecessErY f o r  t h e  
proper  performance of t he  award a r e  a l l o w a b l e  u n l e s s :  

(1) The Federal  Government h a s  a l i c e n s e  or t h e  r i g h t  t o  f r e e  u s e  of 
the  p a t e n t  01 copyr ight .  

(2) The pa ten t  o r  c o p y r i g h t  h a s  Ixen  a d j u d i c a t e d  t o  h e  i n v a l i d ,  or 
h a s  been a d m i n i s t r a t i v e l y  de te rmined  t o  lie i n v a l i d .  

A 3 1  The p a t e n t  or coj iyr iqht  i s  c o n s i d e r e d  t o  lie u n e n f o r c e a b l e .  

( 4 )  The pa t en t  ox c o p y r i g h t  i s  e x p i r e d  

13. S p e c i a l  c a i e  should be e x e r c i s e d  i n  d e t e r m i n i n g  r e a s o n a b l e n e s s  where 
the royalties m a y  kJaVe a r r i v e d  a t  as a r e s u l t  of less-tl?ari-arrn's-length 
I:)arqaining, e ,  9 .  : 

( I )  Royal t ies  pa id  t o  p e r s o n s ,  i n c l u d i n g  c o r p o r a t i o n s ,  a f f i l i a t e d  
vi-ch tl-ie non-prof i t  o r g a n i z a t i o n .  

(2) Royaltj.es p a i d  t o  u n a f f i l i a t e d  p a r t i e s ,  i n c l u d i n g  c o r p o r a t i o n s ,  
uncler an agreement e n t e r e d  i n t o  i n  conternpla t ion  t h a t  a Federa l  award WOUII  d be 
made . 
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a .  Ir! g e n e r a l ,  t a x e s  which t h e  o r g a n i z a t i o n  i s  r o q u i r s d  t o  pay and whi.ch 
~ L L .  p a i d  or cic:crueti i n  accordance  w i t h  GA,?IP, and payments made t o  i o a i  
go-onrnnients i n  l i e u  of taxes w h i c h  are  commensurate w i t h  tine l o c a l  goveZnme3t 
s e r v i c e s  r e c e i v e d  a re  allowable, except  f o r  ( i )  t a x e s  from which exemptions are  
a v a i l a b l e  t o  t h e  o rgan iza t ion  d i r e c t l y  or which  a r e  a v a i l a b l e  t o  t h e  
o r g a n i z a t i o n  based on an exemption a f f o r d e d  t h e  Federa l  Government and. i n  the 
l a t t e r  c a s e  when the  awarding agency m a k e s  avai lab1.e  the n e ~ e s s a r y  exemption 
c e r t i f i c a t e s ,  ( ii) s p e c i a l  assessments  on l and  which represent c a p i t a l  
improvements ,  and  (iii) F e d e r a l  income t a x e s .  

b .  Any refund o f  taxes,  and  any payment t o  t h e  o r g a n i z a t i o n  of  i n t e r e s t  
t h e r e o n ,  w h i c h  were allowed as award c o s t s ,  w i l l  be c r e d i t e d  e i t h e r  as  a c o s t  
r e d u c t i o n  o r  cash  refund,  as appropriate, t u  t h e  Federal  Government. 



Cori-izmporaneous purchhses  of corruft011 i t e r n $  by t h e  non-p ro f i t  o r g a n i z a t i o n  s h a l l  
JX regarded as evidence t h a t  s u c h  i.tems are reasonably  u s a b l e  o n  t h e  n o n - p r o f i  t 
o r g a n i z a t i o n ' s  o the r  work. An51 acceptance  of  common i t e m s  a s  a l l o c a b l e  t o  t h e  
te rmina ted  po r t ion  of t h e  Fede ra l  award s h a l l  be l i m i t e d  t o  the e x t e n t  t h a t  t h e  
quai lLi t ies  of s u c h  i t e m s  on hand, in t r a n s i t ,  and on o r d e r  a r e  i n  e x c e s s  of  t h e  
reasonable  q u a n t i t a t i v e  r equ i r emen t s  of o t h e r  w o r k .  

b .  If i n  a p a r t i c u l a r  case, despite a12 r easonab le  efforts by t h e  non- 

such costs a r e  g e n e r a l l y  E l lowab le  w i t h i n  t h e  
p r o f i t  o rgan iza t ion ,  c e r t a i n  c o s t s  cannot  be  d i scon t inued  immedia t e ly  a f t e r  t h e  
e f f e c t i v e  d a t e  of termination, 
l i m i t a t i o n s  s e t  f o r t h  i n  t h i s  Circular, except t h a t  any such c o s t s  c o n t i n u i n g  
a f t e r  te rmina t ion  due t o  T h e  n e g l i g e n t  o r  w i l l f u l  f a i l u r e  o f  t h e  n o n - p r o f i t  
o rgan iza t ion  to d i scon t inue  such costs shzll be una l lowab le .  

c .  Loss of u s e f u l  ve lue  of s p e c i a l  r o o l i n g ,  machinery ,  and i s  g e n s r a l l y  
a l lowable  if:  

(1) Such s p e c i a l  t o o l i n g ,  s p e c i a l  mach ine ry ,  o r  equipment  is n o t  
rGisonably capable  of use  i n  ?he o t h e r  w o r k  of t h e  n o n - p r o f i t  o r g a n i z a t i o n ,  

(2) The F n i e r e s t  of t h e  Federal Government i s  protected by t z a n s f e r  
Of L i t l e  o r  by o t h e r  means deemed a p p r o p r i a t e  by t h e  award ing  agency ,  and  

(3) The loss of u s e f u l  va lue  for any one t e r m i n a t e d  F e d e I a l  award i s  
l i m i t e d  t o  t h a t  p o r t i o n  o f  t h e  a c q u i s i t i o n  c o s t  which bears  the same r a t i o  t o  
t h e  t o t a l  a c q u i s i t i o n  c o s t  a s  t h e  t e r m i n a t e d  portion of t h e  F e d e r a l  award bears  

--k t he  e n t i r e  te rmina ted  Fede ra l  award and o t h e r  Fede ra l  awards  f o r  which t h e  
s p e c i a l  t o o l i n g ,  s p e c i a l  machinery,  o r  equrpmm-t wbsasgu i 1 d. . -  - 

d .  Rental  costs under unexpired leases  a r e  g e n e r a l l y  a l l o w a b l e  where 
C l e a r l y  shown t o  have been reasonably I2ecessary for t h e  perf olmance Of t h e  
terminated Fecleral award less the r e s i d u a l  T T & ~ L I ~  of such l e a s e s ,  i f  : 

(2) t he  non-profit  orcjai! izat ion makes a l l  r e a s o n a b l e  ePL"0rt.s to 
terrlLinate/ a s s ign ,  s e t t l e ,  01 o t h e r w i s e  reduce t l ie cost of s u c h  l e a s e .  T h e r e  
6150 may Ge i r rc luded t h e  cost of a l t e : - a t i o l i s  ~f such l e a s e d  propertp, p r o v i d e d  



b .  Ccsts of p a r t - t i m e  d u c a t i o n ,  a t  a n  undergraduate  o r  post-graduate  
coll .ege l eve l ,  i nc iud ing  t h a t  provided a t  the o r g a n i z a t i o n ' s  own f a c i l i t i e s ,  are 
21-lowable only when t h o  cour se  o r  degree pursued  i s  r e l a t i v e  t o  t h e  f i e l d  i n  
which the employee is now working o r  may reasonably b e  expected t o  w o r k ,  arid ar t !  
l i m i t e d  to : 

(1) T r a i n i n g  m a t e r i a l s  

( 2 )  T @ X t b O O ] : S .  

.---"I.- . 
\ 
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C .  Cos t s  of t u i t i o n ,  f e e s ,  t r a i n i n y  m a t e r i a l s ,  arid textbooks ( b u t  n o t  
s u b s i s t e n c e ,  s a l a r y ,  o r  any o t h e r  emoluments) i n  connec t ion  w i t h  f u l l - t i m e  
educa t ion ,  i n c l u d i n g  t h a t  provided  a t  i h e  o r g a n i z a t i o n  's own f a c i l i t i e s ,  a t  a 
pos t -graduate  (bu t  not undergraduate)  c o l l e g e  l e v e l ,  a r e  a l lowable  only when t h e  
cour se  or degree  pursued is  r e l a t e d  t o  the f i e l d  i n  which t h e  emp1o))ee i s  now 
working 01- may reasonably be expected to work, and o n l y  where t h e  c o s t s  r e c e i v e  
t h e  pr ior  approval  of t h e  awarding agency ,  Such c o s t s  a r e  l i m i t e d  to t h e  cos t s  
a t t r i b u t a b l e  t o  a t o t a l  pe r iod  no t  t o  exceed  one school y e a r  f o r  each employee  
SO t r a i n e d .  I n  unusual cases t h e  p e r i o d  may be ex rended .  

d .  Costs of a t t endance  of up t o  1 6  weeks pelr employee PPI y e a r  a t  
s p e c i a l i z e d  programs s p e c i f i c a l l y  des igned  t o  enhance t h e  e f f e c t i v e n e s s  of 
execu t ives  01 managers o r  t o  p repa re  employees f o r  such  p o s i t i o n s  a r e  a l l o w a b l e .  
Such costs i n c l u d e  enrollment fees ,  t r a i n i n g  macerials , tei:tbool:S and r e l a t e d  
cna rges ,  employees salaries, s u b s i s t e n c e  I and t r a v e l .  Cos t s  a l l o w a b l e  u n d e r  
t h i s  paragraph do not i n c l u d e  Ehose f o r  c o u r s e s  t h a t  a r e  p a r t  of a d e g r e e -  
o r i e n t e d  cur r icu lum,  whickj a r e  alrowable only  to the e x t e n t  set f o r t h  i n  
subparagraphs b and c .  

e .  Maintenance expense,  and normal d e p r e c i a t i o n  o r  f a i r  r e n t a l ,  on 
f a c i l i t i e s  owned 01- l ea sed  by t h e  o r g a n i z a t i o n  f o r  t r a i n i n g  purposes  a r e  
a l lowable  t o  t h e  ex ten t  s e t  f o r t h  i n  p a r a g r a p h s  11, 2 7 ,  and 50.  

f .  Con t r ibu t ions  o r  dona t ions  t o  e d u c a t i o n a l  or t r a i n i n g  i n s t i t u t i o n s ,  
i n c l u d i n g  t h e  donat ion  of f a c i l i t i e s  o r  o t h e r  p r o p e r t i e s ,  and s c h o l a r s h i p s  01 

----lellslrr_ships, a r e  u s l o w a b l e .  

4 .  T'raininq and educa t ion  costs i n  excess of those o the rwise  a l l o w a b l e  
under subparagraphs b and  c may be a l lowed  w i t h  p r i o r  approval of t h e  award ing  
agency. To I x  corrsiclered f o r  approval, t h e  o r g a n i z a t i o n  m u s t  demons t r a t e  t h a t  
s u c h  costs a r e  co r i s i s t en t ly  i n c u r r e d  p u r s u a n t  t o  an es tab1ished t r a i n i n g  and 
educa t ion  program, and t h a t  t he  cour se  or d e g r e e  p u r s u e d  i s  r e l a t i v e  t o  t l ie 
f i e l d  in which the  PIIirJlOyee i s  now work ing  01- may reaso11abj.y be e x p e c t e d  t o  
work . 
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( 2 )  Unless a p a t t e r n  of avoidance i s  de tec t sd ,  t h e  Fedttra.1 
Government w i l l  generzil ly not ques t ion  a n o n - p r o f i t  o rganiza t ion  ' 3 

d e t e r m i n a t i o n s  t h a t  cus:or,ary s t anda rd  airfare or o t h e r  d i scount  a i r i a r e  is  
u n a v a i l a b l e  f o r  s p e c i f i c  t r i p s  i f  t he  non-p ro f i t  o rgan iza t ion  can demonstrate  
e i t h e r  of t h e  fo l lowing:  
s p e c i f i c  c a s e ;  o r  ( b )  that i t  i s  t h e  n o n - p r o f i t  o r g a n i z a t i o n ' s  o v e r a l l  p r a c t i c e  
t o  make r o u t i n e  u s e  of such a i r f a r e .  

( a )  t h a t  such a i r f a r e  was not a v a i l a b l e  i n  t h e  

d .  A i r  t r a v e l  by o t l . e r  t h a n  commercial c a r r i e r .  Cos ts  of t r a v e l  by non- 
p r o f i t  organizat ion-owned,  - l e a s e d ,  o r  - c h a r t e r e d  a i r c z a f t  i n c l u d e  t h e  c o s t  of 
l ease ,  c h a r t e r ,  o p e r a t i o n  ( i n c l u d i n g  personnel  costs), maintenance, 
d e p r e c i a t i o n ,  insuranc2 ,  and. o t h e r  r e l a t e d  c o s t s .  The p r t i o n  o f  s u c h  cos ts  
t h a t  exceeds the  c o s t  of a . l lowable  comrriercial a i r  t r a v e l ,  a s  provided f o r  in 
subpa rag raph)  c . ,  i s  u n a l l o w a b l e .  
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iland Corpora t ion ,  :;anEa Mon ica ,  C a l i f o r n i a  

Research T r i a n g l e  lns : - j . cu te ,  Research T r i a n g l e  Faark, North Ca ro l ina  

Riverside Research i n s t i t u t e ,  New Y o r k ,  New York 

South C a r o l i n a  riosearch Authority (ScCPJI) , C h z r l e s t o n ,  South C a r o l i n a  
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Other rron-profit o ryar i iza t ions  as n e g o t i a t e d  w i t h  awardi r ig  agencies  
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At t a c h m e n t " E" 



C i r c u l a r  No. A - 2 3 3  
Revi f led  to show changes  pub l i shed  in the Federal Hegistex June 2 7 ,  2 0 0 3  

A u d i t s  of States, L o c a l  Governments ,  and Non-Profit O r g a n i z a t i o n s  

1‘0 THE HEWS OF CXECUTIVE I)EPATLTI4E1\‘TS $d$rJ ESTADLI SIIMENTS 

SUfiJECT: HudiLs of s ta tes ,  Local Governinents, a n d  l \ )on-h-o i i t  O r g a n i z a t i o n s  

.I I Pui-i-)ose . .This ~ i r c u ] . . a r  j.s j . s sued  1:JLlrsUallt t o  t he  Singl.r A u d i t  A c t  .of 
1 9 8 4 ,  P . L .  9 0 - 5 0 2 ,  and the S i n g l e  Audi.t, Act ArriendrtienLs of 1 9 9 6 ,  P . L .  104-156. 
1t S e t s  f o r t h  s tandards  for o b t a i n i n g  cons i s t ency  arid uniioi-nlity alllollg Federal 
agenc ie s  for t h e  aud i t  of States, local  governments,  and n o n - p r o f i t  
o rgan iza t ions  expending Federal  awards. 

2 .  A u t h o i - i t y .  Ci rcu lar  1.-133 is  i s s u e d  under t h e  a u t h o r i t y  of s e c t i o n s  
5 0 3 ,  1111, and 7501 e t  seg .  of t i t l e  31, United S t a t e s  Code, and E x e c u t i v e  
Orders  8 2 4 8  and 11541. 

3 .  Rescissi.on and  Sunersess i  on, This  C i r c u l a r  r e s c i n d s  C i r c u l a r  2- 12 8 ,  
“ A u d i t s  of S t a t e  and Local Governments, 18 i s s u e d  A p r i l  1 2 ,  1 9 0 5 ,  and s u p e r s e d e s  
t h e  p r i o r  C i rcu la r  A-133, ”Aud i t s  of I n s t i t u t i o n s  of Higher E d u c a t i o n  a n d  
Other  Non-Profit  I n s t i t u t i o n s ,  11 i s s u e d  April 2 2 ,  1 9 9 6 ,  For e f f e c t i v e  d a t e s ,  
see paragraph io. 

4 .  P o l i c y .  Except as provided  h e r e i n ,  t h e  s tandai-ds  set iorth i n  t h i s  
C i r c u l a r  s h a l l  be appl ied by all Federzl a g e n c i e s .  I f  any s t a t u t e  
s p e c i f i c a l l y  p r e s c r i b e s  p o l i c i e s  01- s p e c i f i c  r equ i r emen t s  t h a t  d i f f e r  f rom the  
s t a n d a r d s  provided he re in ,  t h e  p r o v i s i o n s  of che subsequent  s t a t u t e  s h a l l  
govern .  

Federal agencies  s h a l l  a p p l y  t h e  p r o v i s i o n s  of t h e  s e c t i o n s  of C h i s  
C i r c u l a r  t o  non-Federal  e n t i t i e s  , whether t h e y  a r e  r e c i p i e n t s  Expend ing  
Federa l  awards rece ived  d i r e c t l y  from Fede ra l  awarding a g e n c i e s ,  04 are 
s u b r e c i p i e n t s  expending Federal  awards r ece ived  f rom a p a s s - t h r o u g h  e n t i t y  ( 2  
r e c i p i e n t  or another  s u b r e c i p i e n t )  , 

This C i rcu la r  does not  a p p l y  t o  non-U. S .  based  e n t i t i e s  e x p e n d i n g  
Federa l  awards rece ived  e i t h e r  d i r e c t l y  as a r e c i p i e n t  or i n d i r e c t l y  as a 
s u b r e c i p i e n t  . 

5 .  D e f i n i t i o n s .  The d e f i n i t i o n s  of k e y  te rms  used i n  t h i s  C i r c u l a r  a r e  
conta ined  i n  1-.105 i n  t he  Attachment  t o  t h i s  C i r c u l a r .  

6 .  Required Act ion .  The s p e c i f i c  r e q u i r e m e n t s  and r e s p o n s i b i l i t i e s  of 
p n t  t o  Federa l  agencies  and non-Federal  e n t i t i e s  a r e  set f o r t h  i n  t h e  A t t a c h m -  

making awards t o  non-Federal e n t i t i e s ,  e i t h e r  d i r e c t l y  01- i n d i r e c t l y ,  s h a l l  
adopt  t h e  language i n  t h e  C i r c u l a r  i n  c o d i f i e d  r e g u l a t i o n s  as p r o v i d e d  i n  
Sec t ion  1 0  (below) , unless d i f f e r e n t  p r o v i s i o n s  a r e  r e q u i r e d  ]I))( Fedel-a1 
s t a t u t e  or a re  approved by the  Office of Management and Eudget ( O N E ) .  

7 .  OPE R e s n o n s i h i l i t i e s  , OlylB w i l l  1:eview Fede ra l  agency r e g u l a t i o n s  and  
implementation of t h i s  C i r c u l a r ,  and w i l l  p r o v i d e  i n t e r p r e t a t i o n s  of pol  i c y  
requirements  and a s s i s t ance  t o  e n s u r e  u n i f  orm, 
imp]-ementation . 

8 .  Information Contac t ,  F u r t h e r  i n f o r m a t i o n  c o n c e r n i n g  C i r c u l a r  A-133 ma)’ 
he obtained by contac t ing  t h e  F i n a n c i a l  S t a n d a r d s  and Repor t ing  Branch, 
of Pedera.1 F inancia l  Management, O f f i c e  of Ivjanagement and Budget,  W a s h i n g t o n ,  
DC 20503, ~eI.epliorie ( 2 0 2 )  3 9 5 - 3 9 9 3 ,  

t+i+ - C - ~ ~ ~ - ~ i ~ ~ ~ d ~ i - ~ l ~ q ~ ~ € ~ ~ ~ ~ - -  - - - __ .- ____ 

e f f e c t i v e  and ef f i c l i e n t  

O f f  i c e  
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S ~ ~ b p i ~ t  U- -GeI~e~-a l  
Sec 

- , 1 0 5  D e i i . n i t j  oris 

Subpart &-Audi t s  
- ,200 kudi  t requirements  . 
- , 2 0 5  Bas is  f o r  de te rmining  1;'edei-d awards expended. 
- , 2 1 0  Subrec ip ien t  and vendor de termina tions . 
- ,215 Rela t ion  t o  other a u d i t  r equ i r emen t s .  
- ,220 Frequency of a u d i t s  . 
- , 2 2 5  Sanct ions .  
- , 2 3 0  Audit c o s t s .  
- . 2 ? 5  Program-spec i f ic  a u d i t s .  

Subpart C- -Audit ees 
- , 3 0 0  
- , 3 0 5  Auditor  s e l e c t i o n .  
- ,310 Financia l  s t a t e m e n t s .  
- .315 Audit f i nd ings  f o l l o w - u p .  
- , 3 2 0  Report submission.  

Subpart D--Federal Agencies and Pass-Through E n t i t i e s  
- , 4 0 0  R e s p o n s i b i l i t i e s .  
- , 4 0 5  Management d e c i s i o n .  

- 1.0 0 rJ u 1-13 OS e 

Audi t e e  r e s p o n s i b i l i t i e s  . 

Subpart E- -  
. 5 0 0  
, 5 0 5  
, 5 1 0  
,515 
,520 
. 5 2 5  
, 5 3 0  

- 
- 
- 
- 
- 
- 
- 

kudi  t o r s  
Scope of audit. 
Audit r e p o r t i n g  . 
Audit f ind ings  . 
Audit working papers. 
Major  program dererminaKion.  
C r i t e r i a  f o r  Federal program r i s k .  
C r i t e r i a  for  a l o w - r i s k  a u d i t e e .  

Appendix k t o  P a r t  - - Data C o l l e c t i o n  Form (Form SF-SAC).  

Appendix B t o  Pa r t  - - C i r c u l a r  A - 1 3 3  Compliance Supplement 
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Compliance suoplemsnt r e f e r s  t o  t h e  Circular A- 133 Comoliartce 
Supolement, inc luded  as App5ndir. E! t o  C i r c u l a r  A - 1 3 3 ,  o r  s u c h  documents as 
OMB o r  i t s  designee may j .ssue t o  :-.cp:tace i t .  
t h e  Government P r i n t i n g  O f f i  r e ,  Super in tendent  of rJocunlfnts, Washington, iK 
2 0 4  0 2  - 9 3 2 5 ,  

T h i s  docurnenr i s  a v a i l a b l e  Erm 

C o r r e c t i v e  a.ct.ion means sctior: taken  hy :he auditee t h a t :  

(1) Corrects i d e n t i f i c d  d e f i c i e n c i e s ;  

( 2  1 Produces recommend.ed improvements ; o r  

( 3 )  Demonstrates t h a t  audit findings are e i t h e r  i nva l id  o r  do  no: 
w a r r a n t  a u d i t e e  a c t  i o n .  

Federa.1 aqplncv has the same meaning as the term aqency i n  Sect ion 5 S l ( i )  
of t i t l e  5, Unitpd S t a . t e s  Code. 

Federa.1 award means Federal financial a s s i s t a n c e  and Federal  cost- 
reimbursement c o n t r a c t s  t h a t  non-Federal  e n t i t i e s  rece ive  d i r e c t l y  from 
"ederal aviarding a g e n c i e s  or i n d i r e c t l y  from pass - th rough  e n t i t i e s .  I t  does 

...... ......... I 
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(2) When no CFDA number i s  as s igned ,  a l l  Fede ra l  awards from t h e  s a m e  
agency made for the  same purpose should be combined and cons idered  one  
program. 

( 3 )  Notwithstanding p a r a g r a p h s  (1) and ( 2 )  of t h i s  d e f i n i t i o n ,  a 
Clus te r  of programs. The t y p e s  of c l u s t e r s  of programs a r e :  

( i )  Research and development (P,&D) ; 

(ii) Student f i n a n c i a l  a i d  ( S F A ) ;  and 

(ill) " O t h e r  clusters, 'I a s  d e s c r i b e d  i n  t h e  d e f i n i t i o n  of cluster 
of programs i n  this s e c t i o n .  

GAGAS means genera l ly  a c c e p t e d  government a u d i c i n g  s t a n d a r d s  i s s u e d  by 
the Comptroller General of t h e  Uni ted  S t a t e s ,  which a r e  a p p l i c a b l e  t o  
f i n a n c i a l  a u d i t s .  

Genera l ly  acceuted a c c o u n t i n q  p r i n c i p l e s  h a s  t h e  meaning s p e c i f i e d  in 
g e n e r a l l y  accepted audi t ing  s t a n d a r d s  i s sued  by t h e  American I n s t i t u t e  of 
C e r t i f i e d  Pub l i c  Accountants (AICPAJ . 

Indian t r i b e  means any I n d i a n  t r i b e ,  band,  n a t i o n ,  or o t h e r  o r g a n i z e d  
group o r  cornmunir)i, inc luding  any ?.lasl;an Na t ive  v i l l a g e  o r  r e g i o n a l  o r  
v i l l a g e  co rpora t ion  ( a s  d e f i n e d  i n ,  or e s t a b l i s h e d  unde r ,  t h e  l i l a skan  N a t i v e  

-- --*a?ms- Set+-lTmen+ A c e  i ~ a t - i ~ i ~ ~ - o g f f i - z s b - t l a e  ~zlri ted_ S t a L e L - c e L i  s ib1  e f o r  
the  s p e c i a l  pi-ograms and s e r v i c e s  provided  by t h e  Uni ted  S t a t e s  t o  I n d i a n s  
because of t h e i r  s t a t u s  a s  I n d i a n s .  

I n t e r n a l  co~ti-01 means a process,  e f f e c t e d  by an  e n t i t y ' s  management and 
o t h e r  pe r sonne l ,  designed tu p r o v i d e  r easonab le  a s s u r a n c e  r e g a r d i n g  the 
achievement of ob jec t ives  i n  the fo l lowing  c a t e g o r i e s  : 

(1) EfTect iveness  and e f f i c i e n c y  of o p e r a t i o n s ;  

( 2 )  R e l i a b i l i t y  of f i n a n c i a l  repoi - t ing ;  and 

(2 1 Compliance w i t h  a p p l i c a b l e  laws and r e y u l a t i o n s .  

1rrterria.l c o n t r u l  u e r t a i n i n q  t o  t h e  com111.iance r equ i r emen t s  for Federal 
Droqrams ( I n t e r n a l  cont ro l  o v e r  Fede ra l  programs)  means J p i - o c e s s - - e f f e c c e d  I>)? 



Manaqement ckc i s ion  mEanS =ne ovaiua ' i ion by :he Fnd.eral iJ.wa.1-d i.ng agency 
or  p a s s - t h r o u g h  e n t i t y  of t h e  a-udit f indings and col-rective ac t ion  p l a n  and. 
t h e  issuance of a wri t tzn d-ecision as to what CorreCtivE: action is necessary. 

Non-Federal  s n t i t \ /  means a State, local government, or non-profi t  
o r g a n i z a t i o n .  

Mon-u ro f i t  orqanizat ion means : 

(1) any corporation, t r u s t ,  a s soc ia t ion ,  coopera t ive ,  or other 
organization tha t  : 

(i) I s  operated pr imari ly  for s c i e n t i f i c ,  e d u c a t i o n a l ,  service,  
c h a r i t a b l e ,  o r  s imi l a r  purposss i n  t h e  pub l i c  i n t e r e s t ;  

(ii) Is no t  organized p r imar i ly  for p r o f i t ;  and 

(iii) U s e s  i t s  net procesds t o  ma in ta in ,  improve, o r  expand i t s  
o p e r a t i o n s ;  and 

( 2 )  The term non-prof i t  orqanizat ion includes non-prof it i n s t i t u t i o n s  
of h i g h e r  education and h o s p i t a l s .  



oI\IF: 1~iea1-1~ t h e  ExecuCivE: O f f i c e  of the  PI-E!S< d e n t ,  o i € i  ce of I4anac!errient 
arid Budget, 

Overs I crh1. aaencv io?- a u d i  L: means the F'edei-a1 awairding agency t l i a  t 
provides  tile pi-edoniinant amount of d i r ec t  r ' u u d i r q  to a I-ecipient riot a s s j  gned 
E! cogiil.zant agency f o r  a u d i t  . ~ l ~ n  Cilere I E no d i r e c t  fundiric_l, tlic Federal 
EigeYJC)' wi t l i  t h e  pl-edominant i l - ld i i -eu t  furidirig sh;il:L assunre tile o\ /e i -sr igl~t  
responcibil i . t i e s  .  lie d u c i e ~  of the oversigtit aye i ic j ,  io7  a u d i r  a3-e desc i - l l i ed  
i n  5 - . 4 0 0 ( b ) .  

E f f e c t i v e  J u l y  2 8 ,  2 0 0 3 ,  the following is added to t h i s  definition: 
14 Federal agency wi th  o v e r s i g h t  f o r  a n  a u d i  t e e  m a y  r e a s s i g n  ove i r s igh t  LO 
another  Federal  agency which provides  s u b s t a n t i a l  funding and agrees t o  
be t h e  ovei-sight agency f o r  a u d i t .  Within 3 0  days  a f t e r  any 
reassignment ,  both t h e  o l d  and the  new o v e r s i g h t  agency f o r  a u d i t  s h a l l  
n o t i f y  t h e  a u d i t e e ,  and ,  i f  known, t h e  a u d i t o r  of t h e  r e a s s i g n m e n t . "  

Pass-throuak e n t i t y  means a non-Pederal  e n t i t y  t h a t  p r o v i d e s  a F e d e r a l  
award t o  a sub rec ip i en t  t o  c a r r y  o u t  d -Federal  program. 

Prosram-specif ic  a u d i t  means an a u d i t  of one Fede ra l  program a s  p r o v i d e d  
f o r  i n  S- .2OO(c)  and 5-.235. 

Ouestioned cos t  means a c o s t  t h a t  i s  q u e s r i o n e d  by t h e  a u d i t o r  b e c a u s e  
of an a u d i t  f i n d i n g :  

(1) Which r e s u l t e d  from a v i o l a t i o n  o r  p o s s i b l e  v i o l a t i o n  of  a 
provis ion  of  a law, r e g u l a t i o n ,  c o n t r a c t ,  g r a n t ,  c o o p e r a t i v e  agreement ,  o r  
o ther  agreement o r  document govern ing  t h e  use  of F e d e r a l  funds ,  i n c l u d i n g  
funds used t o  match Federa l  funds ;  

( 2 )  Where the  c o s t s ,  a t  t h e  t ime of t h e  a u d i t ,  a r e  not  s u p p o r t e d  by 
adequate documentation; o r  

( 3 )  Where t h e  c o s t s  i n c u r r e d  appear u n r e a s o n a b l e  and do no t  r e f l e c t  
the  a c t i o n s  a prudent  person  would t ake  i n  t h e  c i r c u m s t a n c e s .  

KeciDient means a non-Federal  e n t i t y  t h a t  expends  Fede ra l  awards 
received d i r e c t l y  from a Fede ra l  awarding agency t o  c a r r y  ou t  a F e d e r a l  
program. 

Research and d e v e l o ~ m e n t  ( R L D )  means a l l  r e s e a r c h  a c t i v i t i e s  , b o t h  bas ic  
and appl ied ,  and a l l  development a c t i v i t i e s  t h a t  a r e  per formed by a non- 
Federal e n t i t y .  Research i s  d e f i n e d  a s  a s y s t e m a t i c  s t u d y  d i r e c t e d  t o w a r d  

research a l so  inc ludes  a c t i v i t i e s  i nvo lv ing  t h e  t i - a i n i n g  of i n d i v i d u a l s  i n  
research t echn iques  where such  a c t i v i t i e s  u t i l i z e  t h e  same f a c i l i t i e s  a s  o t l i e r  
research and developnient a c t i v i t i e s  and where suck a c t i v i t i e s  a r e  n o t  i n c l u d e d  
i n  t h e  i n s t r u c t i o n  f u n c t i o n .  DeveloDment i s  the s y s t e m a t i c  use of 1:nowledge 
and understanding gained from r e s e a r c h  d i r e c t e d  toward  t h e  p r o d u c t i o n  of 
useful  m a t e r i a l s  , dev ices ,  sys t ems ,  o r  methods,  i n c l u d i n g  des ign  and 
development of p ro to types  and p r o c e s s e s .  

f u l l  e r  s c3 en t ~ r r r ~ ~ ~ ~ ~ - t ~ ~ ~ o ~ s  nbjee*+wki&?- --The-& e m - -  ---___ - 

S i r i s l e  a u d j t  means an a u d i t  which i n c l u d e s  b o t h  t h e  e n t i t y ' s  f i n a n c i a l  
s ta tenients  and t h e  Federa l  awards  a s  d e s c r i b e d  i n  5-. 5 0 0 .  

S t a t e  means any S t a t e  of t h e  United States, t h e  D i s t r i c t  of Columbia ,  
the  Commonwealth of Puer to  P.ico, t h e  \ J i r g i n  Isl .ands,  Guam, Imer i can  Samoa , t h e  
Commonwealth of tlie Idorther-n Mariaria I s l a n d s ,  and  t l i e  Trust 3'eri:j tory o f  t h e  
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[ b )  ?i.riqle a u d i t .  Nan-Federal e n t i t i e s  t h a t  expend $300, 0 0 0  ($501) ,000 
f o r  f i r ; .ca l  years  e r ~ d i n g  a f t e r  December 31 ,  200.3) or more An a y e a r  i n  Fsde ra l  
awards shall have a s i n g l e  a u d i t  conduc ted  in accordance  w l t h  5-.500 e x c e p t  
when they e.Lect t o  blave a p r o g r a m - s p e c i f i c  a u d i t  conducted in accordance  w i t t i  

p a r a g r a p h  (c) of t h i s  section. 

( c )  P r o q r a m - m e c i f i c  a u d i t  e l a c t i o n .  When an auditee expends Federal  
a w a r d s  u n d e r  only one F e d e r a l  program ( e x c l u d i n g  R & D )  and t h e  F e d e r a l  
p r o g r a m ' s  l aws ,  r e g u l a t i o n s ,  o r  g r a n t  a g r e e m e n t s  d.o not r e q u i r e  a f i n a n c i a l  
s t a t e m e n t  a u d i t  of t h e  a u d i t e e ,  t h e  a u d i t e e  may elect t o  have a program- 
spec i f ic  a u d i t  c o n d u c t e d  i n  a c c o r d a n c e  w i t h  5-.235. 
a u d i t  may n o t  be e l e c t e d  for R&D u n l e s s  a l l  o f  t h e  Fede ra l  awards expended 
were r e c e i v e d  from the same F e d e r a l  agency ,  or the same F e d e r a l  agency  and the 
same p a s s - t h r o u g h  e n t i t y ,  a n d  t h a t  F e d e r a l  agency, Or pass - th rough  e n t i t y  i n  
t h e  c a s e  of a s u b r e c i p i e n t ,  a p p r o v e s  in advance  a p r o g r a m - s p e c i f i c  a u d i t .  

( d )  Exemotion when F e d e r a l  awards e m e n d e d .  a r e  l e s s  t h a n  5 3 0 0 , 0 0 0  

A p r o g r a m - s p e c i f i c  

( $ 5 0 0 , 0 0 0  for f i s c a l  [Tears e n d i n a  a f t e r  Decsmber 31 I 20031.  Non-Federal 
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e1-iti.r.i es Libat. e;:~Jelict ~ ~ ~ ~ j ,  :,:j[)(), [ J ~ O  ( $ ~ ( J ( J ,  O f j O  1-01- 1jsc;aJ  yebr: ,  eitdiirg 
tiff:el- Lioce!iil~e~ 32, 2 0 0 3 )  a y ~ ; a )  i n  r e d e r a 1  iJWalUc a r c  exempt. I? -oni  Federa3  
audiL r e c j u l r e n i e i i t c ;  fox t l l a t  yea r ,  e;:cept a s  n o t e d  i r t  S-.215 (a), l iu t .  reco: :ds  
rrlust. I:)e avtii I d,i e fo?  i ev j  eht  a u d j  t )?)! a p j ~ ~ p i - i  ale of:ici .bis of tlie F 'edei-al  
EIileJ~cy, p t i S ~ - t l ~ ~ - ~ ~ C / l i  enti t y ,  and Gejrej-al kccour i t l r iq  of 11 ce (GAO)  . 

[ E )  F(<C/el-alJ \) F ' L ] J I ~ ~ : c ~  J',es~_aj.z)!  srjcl rJ!?17!?!. c113niel-lt- ? ~ l l l ~ ~ A Y $ :  (FI7RIC) . 
Manii(IeI7ierit of art audJEee L l i a t  owlis 01: o p e r a t e s  ?A FFIIDC: I ~ I Z I ' ~  e l e c t  L O  t l - e z i t  tire 
FFRDC a s  a separate e n t ~  t y  f o r  pUr~JCISe5;  of tllis part. 

5- ,205 B a s i s  €or  determining Federal arrards expended. 

[ a )  Determinirio Federal  awards e>:uendecl. The d e t e r m i n a t i o n  of when a n  
award is expended s h o u l d  be based on when t h e  a c t i v i t y  r e l a t e d  t o  t h e  award  
occur s .  General ly ,  t h e  a c t i v i t y  p e r t a i n s  t o  e v e n t s  r h a t  r e q u i r e  t h e  non-  
Federa l  e n t i t y  t o  comply w i t h  l aws ,  r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  of 
c o n t r a c t s  01- grant  agreements,  suck a s :  expend i tu re / expense  t r a n s a c t i o n s  
a s s o c i a t e d  w i t h  g ran ts ,  cost-reimbursement  c o n t r a c t s ,  c o o p e r a t i v e  a g r e e m e n t s ,  
and d i r e c t  appropr i a t ions ;  t h e  d isbursement  of f u n d s  passed through to 
s u b r e c i p i e n t s ;  t he  use of l o a n  proceeds  under l o a n  and loan  g u a r a n t e e  
programs; t h e  r e c e i p t  of p r o p e r t y ;  t h e  r e c e i p t  of  s u r p l u s  p r o p e r t y ;  t h e  
r e c e i p t  o r  use  of program income; t h e  d i s t r i b u t i o n  o r  consumption of food 
commodities; t h e  disbursement of amounts e n t i t l i n g  t h e  non-Federal  e n t i t y  t o  
an i n t e r e s t  subsidy;  and, t h e  p e r i o d  when i n s u r a n c e  i s  i n  force. 

(b) Loan and loan  a u a r a n t e e s  ( l o a n s ) .  S i n c e  t h e  Fede ra l  Government i s  
a t  r i s k  f o r  l oans  u n t i l  t h e  d e b t  i s  r epa id ,  t h e  f o l l o w i n g  g u i d e l i n e s  s h a l l  be 
used t o  c a l c u l a t e  t h e  va lue  of Fede ra l  awards expended under l o a n  programs, 
except  2s  no ted  i n  paragraphs  (c) and (ci) of this s e c t i o n :  

(1) V a l u e  of new l o a n s  made or  r e c d v e d  d u r i n g  t h e  f i s c a l  year;  
p l u s  

( 2 )  Balance of l o a n s  from previous y e a r s  f o r  w h i c h  t h e  F e d e r a l  
Government imposes cont inuing  compliance r e q u i r e m e n t s ;  p l u s  

( 3 )  A n y  i n t e r e s t  subs idy ,  ca sh ,  o r  a d m i n i s t r a t i v e  cost a l l o w a n c e  
r ece ived .  

( c )  Loan and loan Guarantees  ( l o a n s )  a t  i n s t i t u t i o n s  of h i a h e r  
educa t ion .  When loans  a r e  made t o  s t u d e n t s  of a n  i n s t i t u t i o n  of higher  
educa t ion  h u t  t he  i n s t i t u t i o n  does not  make t h e  l o a n s ,  t h e n  only  t h e  value of 

year .  The ha1 ance of l o a n s  f o r  p r e v i o u s  S / e a r s - " 1 ~ ~ ~ t - d ~ d a ~ ~ ~ ~ ~ ~ - - - - - - - - - ~  .. 
awards expended because t h e  l e n d e r  accoun t s  for t h e  p r i o r  b a l a n c e s .  

----&dr&gade dur inq  the  >/ear  s h a l l  be c o n s i d e r e d  F e d e r a l  awards expended i n  t h a t  

(dl P r i o r  loan and l o a n  q u a r a n t e e s  ( l o a n s ) .  Loans, t h e  p r o c e e d s  of  
a r e  not  c o n s i d e r e d  F e d e r a l  which were rece ived  and expended i n  p r i o r - p e a r s ,  

awards expended under t h i s  p a r t  when t h e  laws, r e g u l a t i o n s ,  and t h e  prOTTiSion.5 
of c o n t r a c t s  01- g r a n t  agreements  p e r t a i n i n g  t o  such  l o a n s  impose no  c o n t i n u i r i y  
comr~liance requirements  o t h e r  t h a n  t o  repay  t h e  l o a n s .  

( P I  Endowrient f u n d s ,  The cumula t ive  l x ~ l a n c e  of Fede ra l  awards  f o r  
eridohwent f u n d s  which a r e  f e d e r a l l y  r e s t r i c t e d  a r e  cons ide red  awards eXperided 
i n  each  yeai-  i n  which t h e  f u n d s  a r e  s t i l l  r e s t r i c t e d .  

( f )  Free r e n t ,  Free r e n t  r e c e i v e d  b y  i t s e l f  is not c o n s i d e r e d  a 
F e d e r a l  award expended under t h i s  p a r t .  H o w ~ v ~ L - ,  f r e e  r e n t  r e c e i v e d  as pari: 
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(2 i Has i t s  performance measured aga i r i s t .  whether the o h j  e c t ? . ' ~ ' ~ : ~  
(jf ?:he T;'eder;il program a r e  met; 

( 3 )  Has r e s p o n s i b i l i t y  f o r  programmatic d e c i ~ i . o n  making; 

( 4  ) Has r P s p o n s i b i l i i y  for adherence  t o  app l i cab le  Federal 
program compliance r equ i r emen t s ;  and 

( 5 )  Uses t h e  Fede ra l  funds  t o  c a r r y  o u t  a program of  the 
o r g a n i z a t i a n  2 s  compared t o  p rov id ing  goods or s e r v i c e s  f o r  a program of t h e  
pass-through e n t i t y  . 

( c )  Pavment f o r  ooods and services. C h a r a c t e r i s t i c s  i n d i c a t i v e  of a 
payment f o r  goods and  s e r v i c e s  r ece ived  b y  a vendor  are when t h e  o r g a n i z a t i o n :  

(1) Prov ides  the goods and s e r v i c e s  w i t h i n  normal b u s i n e s s  
o p e r a t i o n s  ; 

10 AnACHM E N 1  ._.___E _ _ _ _  _ _ _  
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( e )  For-vrof i t  s u b r e c i w i e n t .  S ince  t h i s  p a r t  does no t  a p p l y  t o  for- 
p r o f i t  s u b r e c i p i e n t s ,  t h e  pass - through e n t i t y  i s  r e s p o n s i b l e  f o r  e s t a b l i s h i n g  
requirements  as necessary,  t o  ensu re  compliance by f o r - p r o f i t  s u b r e c i p i e n t  s . 
The c o n t r a c t  w i t h  the  f o r - p r o f i t  s u b r e c i p i e n t  shou ld  d e s c r i b e  app l i cab le  
compliance requirements  and t h e  f o r - p r o f i t  s u b r e c i p i e n t ' s  compl i ance  
r e s p o n s i b i l i t y .  Methods to e n s u r e  compliance f o r  Federa l  awards m a d e  t o  f o r -  
p r o f i t  s u b r e c i p i e n t s  may i n c l u d e  pre-award a u d i t s  , moni tor ing  d u r i n g  t h e  
c o n t r a c t  and post-award a u d i t s .  

(f) ComDliance r e s D o n s i b b l i t v  f o r  v e n d o r s .  I n  most c a s e s ,  t h e  
aud i t ee  ' S  compliance r e s p o n s i b i l i t y  f o r  vendors  i s  on ly  t o  e n s u r e  t h a t  t h e  
procurement,  r e c e i p t ,  and payment f o r  goods and s e r v i c e s  comply with laws, 
r e g u l a t i o n s ,  and the  p r o v i s i o n s  of c o n t r a c t s  o r  g r a n t  agreements .  P rogram 
compiiance requirements  normally do not  p a s s  t h r o u g h  t o  vendors .  H o w e v e r ,  t h e  
aud i t ee  i s  r e spons ib l e  f o r  e n s u r i n g  compliance f o r  vendor t r a n s a c t i o n s  w h i c h '  
a r e  s t r u c t u r e d  such t h a t  t h e  vendor  i s  r e s p o n s i b l e  for  program c o m p l i a n c e  o r  
t h e  vendor ' s  r eco rds  must be reviewed t o  d e t e r m i n e  program c o m p l i a n c e .  A l s o ,  
when t h e s e  vendor  t r a n s a c t i o n s  r e l a t e  t o  a ma jo r  program, t h e  s c o p e  of  t h e  
a u d i t  s h a l l  i nc lude  de te rmining  whether t h e s e  t r a n s a c t i o n s  a r e  i n  c o m p l i a n c e  
w i t h  laws,  r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  of c o n t r a c t s  o r  g r a n t  a g r e e m e n t s .  

5-. 215 Relation to o t h e r  audit requirements. 

( a )  Aud.it under t h i s  war t  i n  l i e u  of o t h e r  a u d i t s .  An a u d i t  made i n  
- - - ~ € e ~ - d a R ~ ~ ~ , ~ t ~ l ~ ~ ~  &&&B e - i n - l i a ~ a ; E - s n + L i n a x i a l  a ~_t-r_cr;lg u i 1- e d - - 

under i n d i v i d u a l  FederLl awards .  To t h e  e x t e n t  this a u d i t  meets  a F e d e r a l  
agency ' s  needs,  i t  s h a l l  r e l y  upon and use such  a u d i t s .  The p r o v i s i o n s  of 
t h i s  p a r t  n e i t h e r  limit the  a u t h o r i t y  of F e d e r a l  a g e n c i e s ,  i n c l u d i n g  t h e i r  
In spec to r s  General ,  o r  GAO t o  conduct  o r  a r r a n g e  f o r  a d d i t i o n a l  a u d i t s  ( e . g .  I 
f i n a n c i a l  a u d i t s ,  performance a u d i t s ,  e v a l u a t i o n s ,  i n s p e c t i o n s ,  o r  re77iews)  
nor a u t h o r i z e  any  aud i t ee  to c o n s t r a i n  Fede ra l  a g e n c i e s  f roni  c a r r y i n g  out 
a d d i t i o n a l  a u d i t s .  kny a d d i t i o n a l  a u d i t s  s h a l l  be planned  and pe r fo rn ied  in 
such a w a y  a s  t o  bui ld  upon work performeci by other a u d i t o r s .  

(13) Federal  aoencs t o  fia v f o r  addj tj onal. aodl  ts. A F e d e r a l  a g e n c y  
t h a t  conducts  01- c o n t r a c t s  for a d d i t i o n a l  a u d i t s  s h a l l ,  c o n s i s t e n t  w i t h  o t h e r  
app l i cab le  laws and r - e g u l a t i o r i s ,  a r r ange  f o r  f u n d i n g  t h e  f u l l  cos t  of s ~ ~ c h  
addi t ional .  a u d i t s .  

11 
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5; 2 2 0  r;'rsquancy of audx ts , - 

.225 Sanctions ~ 

./' 
__ 

N o  a v c l i t  c o s t s  malt be c h a r g e d  t o  Federa l  a w a r d s  when  a u d i t s  r equ i i rud  h y  
t h j . ~  p a r t  have  not beer! macle or  have  been made h u t  
p a r t .  
r :ond.ucted :in accordar ice  x i t h  t h i s  p a r t ,  F e d e r a l  a g e n c i e s  and  pass- through 
e n t i t i e s  s h a l l  t a k e  a p p r o p r i t i t e  action U s i n g  s a n c t i o n s  such  a s :  

n o t  r n  aC:ZordanCe !d.i.?:.h th:; 
I n  cases of cont inued .  i n a b i l i t y  o r  u n w i l l i n g n e s s  to have a n  a u d i t  

(b) W l t h h o l d i n g  o r  d i s a . l l o w i r l y  o v e r h e a d  c o s t s ;  

(c) Suspend ing  F e d e r a l  awards  u n t i l  t h e  a u d i t  i s  ccmducted;  O L  

(d) T e r m i n a t i n g  t h e  F e d e r a l  award .  

§-. 230 A u d i t  costs .  

( a )  ?.l lowable c o s t s .  Unless p r o h i b i t e d  by  law, t h e  cost of  a u d i t s  
m a d e  i n  a c c o r d a n c e  wi th  t h e  p r o v i s i o n s  o f  t h i s  p a r t  art: a l l o w a b l e  c h a r g e s  t o  
Federal  a w a r d s .  The charges  may be c o n s i d e r e d  a d i r e c t  c o s t  o r  a n  a l l o c a t e d  
i n d i r e c t  cost, a s  d e t e r m i n e d  i n  a c c o r d a n c e  with t h e  p r o v i s i o n s  of  a p p l i c a b l e  
OMB c o s t  p r i n c i p l e s  c i r c u l a r s ,  t h e  Fede ra l  A c q u i s i t i o n  Regula . t ion  (FAR) ( 4 8  
CFR p a x t s  30 and 31), o r  o t h e r  a p p l i c a b l e  cost p r i n c i p l e s  o r  r e g u l a t i o n s .  
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(2) "lie cosl. of a u d i t i r i c l  a ~ion-l; ' t .deraJ e n t j t ) !  Mliic1-i 11as Federal 
ilwai-dc expeiided of l e z c   liar^ $3(1(!, (!(IO ( $ 5 0 0 ,  ot/a io]. f i s c a J  J , ~ B I - S  e l ~ d i l / g  a f t e r  
IleceIlflJel- 31, 200.?/ per y e a ] -  ai,d i s  t h e r e b y  exempted under S-. 200 (d) f1-01~1 
liaviriq an a u d i t  ::oriducted urider t l l i s  part. Hc,weveI, this does n o t  pro . l - i ib i t  a 
pass-througli eritity f r o m  c] ia i -q i i ig  F e d e r a l  awards f o r  the c o s t  of l i m i t e d  s c o p e  
; lud i t s  to nioniior i t s  sul j l -ecipients  i n  accordance  w i t h  S-. 400  (d) (3) , 
provided  t h e  subrecipient  does n o t  ]lave a s i n g l e  a u d i t .  
p a r t ,  l i m i t e d  scope a u d i t s  only i n c l u d e  agreed-upon procedures  engagements  
conducced i n  accordance w i E h  e l t l i e r  t h e  i?IcpI?' s g e n e r a l l y  accepted  a u d i t i n g  
s t anda rds  o r  a t t e s t a t i o n  s t a n d a r d s ,  t h a t  a re  p a i d  f o r  and a r r anged  by a p a s s -  
through e n t i t y  and address  o r i l l )  one 01 more of the f o l l . o ~ i r i g  t y p e s  of 
compliance requirements:  a c t i v i t i e s  a l lowed o r  unallowed; a l l o w a b l e  
coSLs/Cost p r i n c i p l e s ;  e l i g i b i l i t y ;  matching,  l e v e l  of e f f o r t ,  e a r m a r k i n g ;  
and, r e p o r t i n g .  

For pu1"poses of this  

5-. 2 3 5  Program-specific a u d i t s .  

( a )  Proaram-smcif ic  a u d i t  au ide  a v a i l a b l e .  In many c a s e s ,  a p rugram-  
s p e c i f i c  a u d i t  guide will be a v a i l a b l e  t o  p r o v i d e  s p e c i f i c  gu idance  t o  t h e  
a u d i t o r  with respsct to i n t e r n 6 1  c o n t r o l ,  compliance requi rements  , s u g g e s t e d  
a u d i t  p rocedures ,  and audir  r e p o r t i n g  r e q u i r e m e n t s .  The a u d i t o r  s h o u l d  
c o n t a c t  t h e  Of f i ce  o f  In spec to r  Genera l  o f  t h e  Federa l  agency t o  d e t e r m i n e  
whether such a guide i s  a v a i l a b l e .  
guide is a v a i l a b l e ,  t he  a u d i t o r  s h a l l  f o l l o w  G h G A S  and t h e  guicie when 
performing a program-specif ic  a u d i t .  

When a c u r r e n t  p rogram-spec i f i c  a u d i t  

i b )  Proarav-snsc i f ic  a u d i t  a u i d e  n o t  a r r a i l a b l e .  (1) When a program- 
s p e c i f i c  a u d i t  guide i s  not a v a i l a b l e ,  t h e  a u d i t e e  and a u d i t o r  s h a l l  h a v e  
b a s i c a l l y  t h e  same r e s p o n s i b i l i t i e s  f o r  t h e  F e d e r a l  program as t h e y  would h a v e  
€or an a u d i t  o f  a major program i n  a s i n g l e  a u d i t .  

( 2 )  The a u d i t e e  s h a l l  p r e p a r e  t h e  f i n a n c i a l  s t a t e m e n t ( s )  f o r  t h e  
Federa l  program t h a t  i nc ludes ,  a t  a minimum, a schedu le  of e x p e n d i t u r e s  of 
Federal  awards for  t he  program and n o t e s  t h a t  d e s c r i b e  t h e  s i g n i f i c a n t  
account ing  p o l i c i e s  used i n  p r e p a r i n g  t h e  s c h e d u l e ,  a summary s c h e d u l e  O f  

p r i o r  a u d i t  f i nd ings  c o n s i s t e n t  w i th  t h e  r e q u i r e m e n t s  of 5-. 315 (b) , 
c o r r e c t i v e  a c t i o n  plan c o n s i s t e n t  w i th  t h e  r e q u i r e m e n t s  of 5-. 315 (e) . 

and a 

-. ___ _ _ ~  - - -- --_____ - 

( 3 )  The aud i to r  s h a l l :  

( i )  Pel-form an a u d i t  of t h e  f i n a n c i a l  s t a t e m e n t ( s )  f o r  t h e  
Federal  program i n  accordance w i t h  GAGAS; 

( i i)  Ohtairi arJ u n d e r s t a n d i n g  of i n t e r n a l  c o n t r o l  arid 
perform t e s t s  o f  i n t e r n a l  c o n t r o l  O Y e r  t h e  F e d e r a l  program c o n s i s t e n t  with t h e  
requi rements  of  S-, 5 0 0  ( c )  €or a major  program; 

I c 
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f c )  Report suhmi os i .on  for nrnaram-spec i f ic  aud i t s .  
( I ! 7'rlo a u d i t  sha.Ll be camp1 e t n d  arid che r spo r t i r i y  ri?quir.nd by paraq:-aph 

:-L:ceipt o f  t he  a u d i t o r ' s  :-npoi:t i s ) ,  or n ine  months a f t e r  t h e  erid of the  audit .  
p e r j o d ,  u n l e s s  3 l c j r iye r  F ) ~ ~ : L C I C J  i s  aqi-eed t o  j.n ddV;iriCe by t he  Federal a y e r l c y  
C h a t  p rovided  the  funding or  a d i f f e r e n t  p e r i o d  i s  spec i f ied  i r i  a program- 
spoc j . f ic :  aud.i.t g u i d e ,  (I.lownver, fir: f i s c a l  y e a r s  beginning on o r  bef0:re JILTIF: 
3 0 ,  1 9 9 8 ,  t he  a u d i t  s h a l l  be cornpl.et.ed and t h e  requi red  r epor t ing  skiall be 
S u b m i t t e d  wi th in  t h e  e a r l i e r  of 30 clays a f t e r  r e c e i p t  of t h e  a u d i t o r ' s  
report(s), or  13 months a f t e r  t h e  nrid o f  t h e  a u d i t  period, un less  a d i f f e r e n t  
p e r i o d  i s  spec i f ied .  i n  a program-specific a u d i t  g u i d e . )  Unless r e s t r i c t e d  hy 
l a w  or r e g u l a t i o n ,  t he  a u d i t e e  sha l l .  matte r i p o r t  copies  avai1abl.e f o r  p u b l i c  
i n s p e c t i o n .  

(c) ( 2 )  ox (c) ( 3 )  of this :;e j.ori siinrn: t t e d  b!Ltiii.n t h e  5 a r l j c r  of 3 0  d a y s  after 

( 2 )  When a program-specific a u d i t  gu ide  is a v a i l a b l e ,  t h e  
t l u d i t e e  sha l l .  submit t o  '_he Federa l  c1,ear inghousc designated by OMB the d a t a  
c o l l e c t i o n  form preparccl in accordance  with S - .  320 ( b ) ,  as app l i cab le  t o  rs 
p r o g r a m - s p e c i f i c  a u d i t ,  and t h e ,  r e p o r t i n g  required. by the program-spec i f ic  
a u d i t  gu ide  t o  be r e t a i n e d  a s  an  a r c h i v a l  copy. A l s o ,  t h e  aud i t ee  s h a l l  
s u b m i t  t o  the  Federa l  awarding agency o r  pas s - th rough  e n t i t y  the  r e p o r t i n g  
r e q u i r e d  by t h e  p rogram-spec i f i c  a u d i t  g u i d e .  

( 3 )  When a p rogram-spec i f i c  a u d i t  gu ide  is not  available, t h e  
r e p o r t i n g  package f o r  a p rog ram-spec i f i c  a u d i t  shall cons is t  of t h e  f i n a n c i a l  
s t a t e m e n t ( s )  of  t h e  Federa l  program, a summary schedule o f  p r i o r  a u d i t  
f i n d i n g s ,  and a c o r r e c t i v e  a c t i o n  p l a n  as d e s c r i b e d  i n  paragraph (b) ( 2 )  of 
this s e c t i o n ,  and t h e  a u d i t o r ' s  r e p o r t ( s )  do,scr ibed in paragraph (b) ( 4 )  of 
t h i s  s e c t i o n .  The d a t a  c o l l e c t i o n  form p r e p a r e d  in accordance wi th  
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( d )  O t h e r  s ec t ions  of t h i s  D a r t  ma\,  aUDl\r. Program-spec i f ic  a u d i t s  
a r e  subject t o  S - . l O O  th rough 5-.215(b), 5-.220 through §-.230, 

through 5-. 4 0 5 ,  5-. 510  t h rough  5-. 515, and o t h e r  r e f e r e n c e d  p r o v i s i o n s  
of t h i s  p a r t  un less  con t r a ry  t o  t h e  p r o v i s i o n s  of t h i s  s e c t i o n ,  a program- 
specific a u d i t  guide,  o r  program l aws  and r e g u l a t i o n s .  

S-.300 through 5-. 3 0 5 ,  §-. 315, s-. 320 (f) through 5-. 320 ( J )  , S- . 4 0 0  

Subpart C--kudi tees  
5-. 300 kuditee responsibi l i t ies .  

The aud i t ee  s h a l l :  

( a )  I d e n t i f y ,  i n  i t s  a c c o u n t s ,  a l l  Fede ra l  awards r e c e i v e d  and  
expended and t h e  Federal  programs under  which t h e y  were r e c e i v e d .  
program and award i d e n t i f i c a t i o n  s h a l l  i n c l u d e ,  a s  a p p l i c a b l e ,  t h e  CFDk t i t l e  
and number, award number and y e a r ,  name of t h e  Federa l  agency, and  name of  the 
pass- through e n t i t y .  

F e d e r a l  

(b) Maintain i n t e r n a l  control over  F e d e r a l  programs t h a t  p r o v i d e s  
reasonable  assurance  t h a t  t h e  a u d i t e e  i s  managing 
Federal  awards i n  compliance w i t h  laws,  r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  of 
c o n t r a c t s  o r  g r a n t  agreements t h a t  could  have  a m a t e r i a l  e f f e c t  o n  e a c h  o f  i t s  
Federal  programs. 

( C )  comply w i t h  laws, r e g u l a t i o n s ,  and t h e  p r o v i s i o n s  Of C o n t r a c t s  01 
grant  agreements r e l a t e d  t o  each  of i t s  F e d e r a l  programs.  

( d )  Prepare  a p p r o p r i a t e  f i n a n c i a l  s t a t e m e n t s ,  i n c l u d i n g  t h e  s c h e d u l e  
__-___ - - -- - - - - 

of expendi tures  of Ferei-al awards  i n  a c c o r d a ~ ~ i ~ t ~ ~ - - ~ 3 ~ ~ - - - - - ~  

( e )  Ensure t h a t  t he  a u d i t s  r e q u i r e d  by t h i s  p a r t  a r e  p r o p e r l y  
performed and submit ted when d u e ,  When e x t e n s i o n s  t o  t h e  r e p o r t  s u b m i s s i o n  
due da te  r equ i r ed  by 5-.320 ( a )  a r e  g r a n t e d  by tlie cognizant  o r  o v e r s i g h t  
agency for a u d i t ,  promptlp n o t i f y  t he  F e d e r a l  c l ea r inghouse  d e s i g n a t e d  by OMB 
and each pass-through e n t i t y  p r o v i d i n g  Fedel-a1 awards o f  the e x t e n s i o n .  

(i) Follov! up and t a k e  c o r r e c t i v e  a c t i o n  o n  a u d i t  f i n d i n g s ,  i n c l u d i n g  
prepara t ion  of a surnmai-y s chedu le  of p r i o r  a u d i t  f i n d i n g s  and a c o r r e c t i v e  
ac t ion  p lan  i n  accordance w i t h  s-. 315 (b)  arid - ,315 (c) , r e s p e c t i v e l y .  

S - .305 Auditor selection. 
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E ~. . f 1 0  Financial statemenks. 

( a )  Financial  statements . The auditee shall pr.pa.1-e financJ.&J. 
statements t h a t  reflsct j . ts  f i n a n c i a l  p o s i t i o n ,  r e s u l t s  o f  operatj.mi:; ‘31: 
changes i n  n e t  assets, and, where appropr ia - te ,  cash  flows for the f.i..c;cal year  
a u d i t e d .  The f i n a n c i a l  s ta tements  s h a l l  be f o r  t h e  same organizational u n i t  
and f i s c a l  year  t h a t  i s  chosen t o  meet the requirements of t h i s  p a r t .  
However, organization-wide f i n a n c i a l  s ta tements  may also include deparLmerits, 
agencies, arid other organizationa.1 u n i t s  ;hat tmve s e p a r a t e  aud i t s  i n  
accordance wi. t h  5-. 5 0 0  ( a )  and pre-pare sepalrate financial. statements 

(b) Schedu1.e of expenditures of Fsderal  awards. The audi.tee shall 
also prepare a schedule of expenditures of Fede ra l  awards fo r  the period 
coversd by the  a u d i t e e l s  f i n a n c i a l  s t a t emen t s .  While not r equ i r ed ,  the 
a u d i t e e  may choose t o  provide information r eques tnd  by Federal awarding 
a g e n c i e s  and pass-through e n t i t i e s  t o  make t h e  sch.edule e.asisr t o  u s e .  POI 
example, when a Federal program has mult iple  award years, the aud i t ee  may l i s t  
the amount of Federal  awards expended for  each a w a r d  year s e p a r a t e l y .  A t  a. 
minimum, the schedule s h a l l  : 

(1) List i nd iv idua l  Federal programs by Federal agency. For 
F e d e r a l  programs included i n  a c l u s t e r  of programs, l i s t  individual  Federal 
programs w i t h i n  a c l u s t e r  of programs. For R&D, t o t a l  Federal awards expended 
shall be shown e i t h e r  by ind iv idua l  award o r  by Federal agency and major 
s u b d i v i s i o n  w i t h i n  the Federal agency. For example, t h e  National I n s t i t u t e s  
of Hea l th  is a. ma.jor subdivision i n  the Department of Hpa l th  and Human 
S e r v i c e s .  
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( 4  ) include i iotes t l i a t  descr ibe the . s jg i i i f ican t  accountirlg 
pollcries u s e d  in . preparing .. the schedu1.e. 

( 5 )  l ' o  the e x t e n t  p r a c t i c a l ,  pass-t1ir.ougi.l e n c i t i e s  should 
i d e n t i f y  i n  t h e  schedule t h e  t o t a l  amount provided t o  sub rec ip i en t s  f i o n i  each 
Federal program. 

( 6 )  Include, i n  e i t h e r  the schedule 01- a note  t o  the s c h e d u l e ,  
the value of the Federal awards expended i n  t h e  form of non-cash a s s i s t a n c e ,  
the amount of insurance i n  e f f e c t  during t h e  year, and loans or loan 
guarantees outstanding a t  )leas end, While not r equ i r ed ,  it is  p r e f e r a b l e  t o  
present t h i s  information i n  the  schedule. 

B-. 315 Audit f ind ings  fo l low-up.  

( a )  G e n e r a l .  The a u d i t e e  is r e spons ib l e  for follow-up and c o r r e c t i v e  
act ion on 2.11 audit f i n d i n g s ,  A s  pa r t  of t h i s  r e s p o n s i b i l i t y ,  t h e  a u d i t e e  
s h a l l  prepare a summary schedule  of p r i o r  a u d i t  f i n d i n g s .  The a u d i t e e  sha l l  
a l so  prepare a corrective a c t i o n  plan f o r  c u r r e n t  year a u d i t  f i n d i n g s .  The 
s u m m a r y  schedule of p r i o r  a u d i t  f indings and t h e  c o r r e c t i v e  a c t i o n  p l a n  s h a l l  
include the reference numbers t h e  audi tor  a s s i g n s  t o  audic f ind ings  unde r  
5-. 51D ( c )  . 
mulniple years ,  i t  sha l l  i n c l u d e  the  f i s c a l  y e a r  i n  which the  f i n d i n g  
i n i t i a l l y  occurred. 

Since the summary schedule may inc lude  a u d i t  f i nd ings  from 

(b) Summarv srhedule of Drior audi t  f i n d i n q s .  The summary s c h e d u l e  of 
p r i o r  audi t  findings shall  r e p o r t  the s t a t u s  of a i l  a u d i t  f i n d i n g s  i n c l u d e d  i n  
the pi-ioi- a u d i t ' s  schsdule of f ind ings  and quest ionsd c o s t s  r e l a t i v e  t o  
Federal awards. The s u m m a r y  schedule s h a l l  a lso include aud i t  f i n d i n g s  
reported i n  the prior audi t  I s  summary schedule of p r i o r  a u d i t  f i n d i n g s  except 
audit  f i nd ings  l i s t e d  as c o r r e c t e d  i n  accordance wi th  paragraph (D) (1) of t h i s  
sec t ion ,  ox no l o n g e r  v a l i d  or not warranting fur thei-  a c t i o n  i n  accordance 
wi th  paragraph (b)  ( 4 )  of t h i s  s e c t i o n .  

(1) When a u d i t  f i nd ings  were f u l l y  c o r r e c t e d ,  the summary 
schedule need only l is t  the a u d i t  f indings and s t a t e  t h a t  c o r r e c t i v e  a c t i o n  
was taken.  

---___ ___12L.When a u d i t f i n d i n q s  were not  co r rec t ed  01- were only 
p a r t i a l l y  corrected,  the summary schedule shall desc r ibe  t h e  planned 
co r rec t ive  action a s  well as a n y  p a r t i a l  c o r r e c t i v e  a c t i o n  taken.  

( 3 )  When c o r r e c t i v e  action taken i s  s i g n i f i c a n t l y  d i f f e r e n t  f r o m  
co r rec t ive  action previously reported i n  a c o r r e c t i v e  a c t i o n  plan o r  i n  t h e  
Federal agency's o r  pass-through e n t i t y  s management d e c i s i o n ,  t he  s u m m a r y  
schedule s h a l l  provide a n  exp lana t ion .  

( 4 )  When the  a u d i t e e  be l i eves  t h e  a u d i t  f i n d i n g s  a r e  no longel-  
val id  or do not warrant f u r t h e r  a c t i o n ,  the r easons  f o r  t h i s  p o s i t i o n  shall be 
described i n  t h e  summa-)/ s chedu le ,  A v a l i d  reason f o r  considel-irig an a u d i t  
f inding as  not warranting f u r t h e r  act ion i s  t h a t  a l l  of t h e  following have 
occul-red : 

(i) Two y e a r s  have passed s i i ice  the  a u d i t  r epor t  i n  wliich 



(ivi Where app l i cab le ,  a s ta tement  t h a t  reportable conditions i n  in t e rna l  
control over major programs were disclosed by the audi? arid whether 
any such condi t ions were material weaknesses.  

( V )  The type o f  report  the a u d i t o r  issued on compliance f o r  major 
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(v i  ) 

( v i i )  

( v i i i )  

A yes  UI no scatemeni as to w h e t ] l c y  the audiLee qi ia l i f ied as a 2 c ) u ~ -  
risk auditee undei- s-. 530 of OME cii:cull.ar A - 1 3 3 .  

The dollar threshold used  t o  d i s t i n g u i s h  between T:Te k and T ) T ~  B 
programs as defined i n  5-. 5 2 0  (b) 

The Cataloq of Federal Uomesti.~ Assis tance (CPDA) number f o r  each 
Federal program, as app l i cab le .  

The name of each Federal program and i d e n t i f i c a t i o n  of each major  
program. Individual programs within a c l u s t e r  of programs shou ld  be 
l i s t e d  i n  the same l e v e l  of d e t a i l  as they a r e  l i s t e d  i n  t he  schedul-r  
of expend1 tures of Federal awards. 

The amount of expenditures i n  t he  schedule of expenditures of F e d e r a l  
awards associated with each Federal  program. 

For each Federal program, a yes or no statement as t o  whether there  
a r e  audit f i nd ings  i n  each of t h e  fol lowing types of compliance 
requirements and t h e  t o t a l  amount of any questioned costs: 

of OME Cii-culair A - 3 3 3 .  

A c t i v i t i e s  allowed or unallowed. 
Allowable cos t s / cos t  p r i n c i p l e s .  
Cash management. 
Davis-Bacon Act.  
E l i g i b i l i t y .  
Equipment and r ea l  p rope r ty  management. 
Matching, l e v e l  of e f f o r t ,  earmarking. 
Period of a v a i l a b i l i t y  of Federal  funds.  
Procurement and suspension and debarment. 
Program income. 
Real p rope r ty  a c q u i s i t i o n  and r e l o c a t i o n  a s s i s t a n c e .  
Reporting. 
Subrecipient  monitoring, 
Special  t es t s  and p r o v i s i o n s .  

kuditee Name, Employer I d e n t i f i c a t i o n  I\lumber(s) , Name and T i t l e  of 
Certifying O f f i c i a l ,  Telephone Number, S igna tu re ,  and D a t e .  

--____ _bU&ka~I!&~mme, Name and T i t l e  of Contact Person, Auditor A d d r e s s ,  
Auditol- Telephone Number, S igna tu re ,  and Date.  

Whether the aud i t ee  has e i t h e r  a cognizant  or  over s igh t  agency for 
a u d i t .  

The name of t he  cognizant or o v e r s i g h t  agency f o r  aud i t  determined i n  
accordance with 5-.4DD ( a )  and 5-.400 (b) , r e s p e c t i v e l y .  

( 3 )  Using the  information inc luded  i n  the r epor t ing  pac l~age  
described i n  paragraph ( c )  of t h i s  s e c t i o n ,  t h e  a u d i t o r  shall complete t h e  
appl icable  sections of t h e  fo rm,  The a u d i t o r  s h a l l  s ign a statement t o  be 
iricluded as pa r t  of the data  c o l l e c t i o n  form t h a t  i n d i c a t e s ,  a t  a minimum, t h e  
Svurce  of tlie information included i n  the  form, t h e  a u d i t o r ' s  r e s p o n s i b i l i t y  
f o r  t h e  information, t h a t  t h e  form i s  not  a s u b s t i t u t e  foi- t h e  r e p o r t i n g  
package descrilsed i n  paragraph ( c )  of t h i s  s ec t ion ,  and t h a t  t l !E  c o n t e n t  Of 
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( 2 )  I n s t c a d  ~f submitting the reporting package ZCJ a pass-  
Z P ~ o u g h  e n t i t y ,  wheri 3. su~recipient is no t  raquired to submit a repo:r:i.l?q 
package to a pass-through entity pursuant to paragraph (9) (1) of t h i s  R D C : ~ ? O T I ,  

the subrecipient shall provide written notification to the pass-through entity 
that: an audit of the subrecipient was conducted in accordance wi;h t h i s  p a r t  
(including the period covered by the audit and the name, amount, and CFZL? 
number of the Pederal award(s) provided by the pass-through en t i ' cy ) ;  the 
schedule of f i r id ings  and questioned costs disclosed no audit findings relatir ig 
to the Federal a w a r d ( s )  that t h e  pass-through entity provided; arid, the 
sumrna.ry s c h e d u l e  of prior audit findings did not r e p o r t  on t h e  status of any 
aud. i t  f i n d i n g s  relating to the Federal award ( s )  t h a t  t h e  pass-through entity 
provided. A subrecipient may submit a copy of the reporting package described 
in paragraph ( c )  
notification requirement. 

of this section t o  a Pass-Lhrough entity to comply with this 

(f) Recfuests for  renort coDies. In response to requests by a Peaera1 
agency or pass-through entity, auditees shall submit the appropriate copies of 
the r e p o r t i n g  package described in paragraph ( c )  of t h i s  Section and, if 
requested, a copy of any management letters issued by the auditor. 

(9) R e D o r t  retention requirements. Auditees s h a l l  keep m e  copy of 
Lhe data. collection form described i n  paragraph (b) of this section and one 
copy of t h e  reporting package described i n  paragraph (c) of this s e c t i o n  on 
file f o r  three years from the date of submission to the Federal clearinghouse 

I 
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c i e s i q r i a t e d  by OME. p;1ss-t]1~-oug]~j e n t j  t i c s  sll;lll ILeep suh?-ecIp:i enLs ' 
subnuesions Or1 file for t h r e e  years  f i - 0 1 1 1  da1-e of 1-ecei.pt:. 

(1i) C-7 ~.a!-ir~qhouse ~-es~)ons i . I i i  1 .I t . j  es . The Federal u l  e a r i r ighouse  
d e s i  ~ ~ ~ i i i t e d  by OPIE! s h z l l  di .st i- ibute the ireporting packayes rece ived  in 
i J C C O ? - d a I l 2 e  w i t h  j~ai-agi-ap]~ ( d )  ( 2 )  of t h i s  S ~ C ~ ~ O I J  and 5-. 2 3 5  ( C )  (3) t G  
appl icab1.e Pedeiral awarding agencies ,  m a j . n t a i r ~  ci data  base  of completed 
i ~ u d i ~ ~ ,  provi.de a p p r o p r i a t e  in format<  OTJ LO ~ . ' e d e r a l  ;-iyerici.es, and i ~ l l o ~  u/> 
wit11 I m o w n  audi tees  whicis have not submi t ted  t h e  r equ i r ed  d a t a  call e c t i o n  
form: and rcport iny pac1:ages . 

(1 ) Clea~-irrqhouse addi-ess . Tile address  of the Fedex-al c l e a r i n g h o u s e  
cui-l-ently designated by OPE i s  Federal  Audit Clear inghouse,  B u r e a u  of t h e  
Census, 1201 E .  1 0 t h  S t r e e t ,  J e f f e r s o n v i l l e ,  I N  4 7 1 3 2 .  

( j  } Elec t ronic  f i l i n q .  Nothing i n  this part  s h a l l  pi-eclude e l e c t r o n i c  
submissions to  t h e  Federal  c lear inghouse  i n  s u c h  manner as may be approved  by 
OME. W i t h  OlvlB approval, t h e  Federal  c lear inghouse  may p i l o t  t e s t  methods of 
e l e c t r o n i c  submissions, 

Subpart D- -Federal  Agencies and Pass  -Through E n t i t i e s  
E-. 4 0 0  Responsibilities. 

(a )  Coanizant aaencv f o r  a u d i t  r e s n o n s i b i l i t i e s  . R e c i p i e n t s  expending  
more than $25 mil l ion ($50 million for f i s c a l  y e a r s  ending a f t e r  D e c e m b e r  31, 
2 0 0 3 )  a year i n  Federal awards s h a l l  have a cognizant  agency for a u d i t .  The 
des igna ted  cognizant agency for a u d i t  s h a l l  be t h e  Federa l  awarding agency 
t h a t  provides  the  predominant amount of d i rec t  funding t o  a r e c i p i e n t  u n l e s s  
OMB makes a s p e c i f i c  cognizant  agency €or a u d i t  ass ignment .  

Following is e f f e c t i v e  f o r  f i s c a l  y e a r s  ending  on o r  b e f o r e  December 31, 2 0 0 3 :  
TO provide  f o r  con t inu i ty  of cognizance,  t h e  de t e rmina t ion  of t h e  predominant  
amount of d i r e c t  funding s h a l l  be based upon d i r e c t  Federa l  awards expended i n  
t h e  r e c i p i e n t ' s  f i s c a l  years ending i n  1 9 9 5 ,  2 0 0 0 ,  2 0 0 5 ,  and eve ry  i i f t h  y e a r  
t h e r e a f t e r .  For example, a u d i t  cognizance f o r  pe r iods  ending i n  1 9 9 7  th rough  
2000 w i l l  be determined based on Federa l  awards expended i n  1995.  (Howsver, 
f o r  S t a t e s  and loca l  governments t h a t  expend more t han  $ 2 5  m i l l i o n  a ) e a r  i n  
Federa l  awards and have p rev ious ly  a s s i g n e d  cognizant  agenc ie s  f o r  aud i t ,  t h e  
requiremsnts  of t h i s  paragraph  are not  e f f e c t i v e  u n t i l  f i s c a l  y e a r s  b e g i n n i n g  
a f t e r  June 30, 2000.) 

Pollowing is e f f e c t i v e  f o r  f i s c a l  y e a r s  ending  a f t e r  December 31, 2003: 
The determinat ion of t h e  predominant amount of d i r e c t  funding  s h a l l  be b a s e d  
upon d i r e c t  Federal awards expended i n  t h e  r e c i p i e n t ' s  f i s c a l  years  end ing  i n  
2004, 2009, 2 0 1 4 ,  and every  f i f t h  yeax t h e r e a f t e r .  For  example, a u d i t  
cognizance f o r  per iods  ending i n  2 0 0 6  t h rough  2 0 1 0  w i l l  be determined  based  on 
Federa4 - a ~ ~ ~ d ~ p g f f d g d - i n _ z D n e _ _ l ~ o ~ e ~ e ~ - , - o h h r o u g h  2 0 0 5 , t h e  

d i r e c t  Federal awards expended i n  t h e  r e c i p i e n t ' s  f i s c a l  y e a r  ending  i n  2 0 0 0 ) .  

I\lotv,~ithstanding the manner i n  which a u d i t  cognizance is determined ,  a F e d e r a l  
awarding agency w i t h  cognizance foi- an a u d i t e e  may r e a s s i g n  cognizance  t o  
another  Federal awarding agency which p r o t i d e s  s u b s t a n t i a l  d i r e c t  f u n d i n g  and 
agrees  t o  be the  cognizant  agency for a u d i t .  Within 3 0  days  a f t e i -  any 
reassigiiment, both the  o l d  and t h e  new cogn izan t  agency for a u d i t  s h a l l  n o t i f y  
the  aud i t ee ,  and, i f  Icnown, t h e  a u d i t o r  of t h e  r eas s ignmen t .  The c o g n i z a n t  
agency f o r  audi t  s h a l l  : 

. 

cognizant  agency €01- a u d i t  i s  determined based  on t h e  ~ X l T a ~ 7 Z n i o n n t  u i  --___ 

(1 1 Provide t e c h n i c a l  a u d i t  advice  and 3. ia ison t o  a u d i t e e s  and 
a u d i t o r s .  

(2 1 Consider a u d i t e e  r e q u e s t s  f o r  e x t e n s i o n s  t o  t h e  r e p o r t  

21 r - 
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( 6 )  C'orjrdj.ntrI-.F!, to :-.he extnnt pract:.i.ca) , audits or  ::evi.5!ul.T 
made hy 01- Po:: Fede1:a.l agenci.es t ha t  are i n  a d d i t i o n  to the audjts made 
pii::.suant t o  t h i s  p a r t ,  so that the additional a u d i t s  o r  ]:.?views bui:l.d upon 
alJd t E  peirfoiimed i n  accordance w i t h  t h i s  part, 

( 7 1  Coordinate a management decis ion f o r  a u d i t  f indings t h a t  
~ i E f f ~ c t  t h e  Federal programs of more than one agency. 

( 8 1  Coordinate the audi t  work and reporting r e s p o n s i b i l i t i e s  I 
airlong 2iud.i C O T S  to achieve :he most c o s t - e f f e c t i v e  a u d i t .  

( 9 )  For bi.nnnial a u d i t s  pcrmi.tted under I-. 2 2 0 ,  cons ider  
a u d j  t e e  requests to qualify as a low-risk aud i t ee  urider Si-.530 (a )  

(bj Oversiqht 3apncv f o r  a u d i t  responsihilities . %m audi tee  whricti 
does not have a designated cognizant agency f o r  a u d i t  will be under the 
glerl$,al avo-sight of yhe Federal agency detexmi.necl .in accordance with 
Si-. 105. The ove r s igh t  agency f o r  a u d i t :  

(1) Shall provj d.e t echn ica l  advi.ee t o  auditees and a u d i t o r s  as 
r5quested. 

( 2 )  May assume all o r  some of the r e s p o n s i b i l i t i e s  riorma1ly 
performed by a cognizant agency for a u d i t .  

(c) Federal awardins a.qencv r e s p o n s i b i l i t i e s .  The Federal awarding 
agenry s h a l l  perform the, following for t h e  Federal awa.rds i t  makes: 

(1) i d e n t i f y  Federal awards made by informing each recipient 
of the CFDP. title and number, award name and number, award year,  and if the  
award is for R&D, When some of t h i s  information is not avai lable ,  the Federal 
agency  shall provide information necessary t o  c l e a r l y  describe t h e  Federal 
award. 

( 2 )  Advise r e c i p i e n t s  of requirements imposed on them by 
Federal  laws, r e g u l a t i o n s ,  and the  p rov i s ions  of con t r ac t s  or grant 
agreements. 

( 3 )  Ensure t h a t  a u d i t s  are completed and r epor t s  ar?  received 
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i n  ti i . i . n i ~ ~ y  mannel’ and il-I ac:coz-dcince w j  ~ 1 1  I-eq~iji-enients of this p a r t  . 

(‘1) I ~ o v i d e  tecl~ric;!l  i~dvi .ce  arid c:ounsel to audi ~ e e s  arid 
audri L a r s  EIC’ 1-equested . 

( 5 )  Issue a mariayernent decisiori on aud i t  f i n d i n g s  wi th in  six 
rtiontils a f t e r  receipt of the audit r epor t  and  ensure that clie i-ecirii en r  takes 
appropriate  and Liitiely co r rec t ive  act i .on.  

( 6 )  Assj gn a person r e spons ib l e  f o r  providing annuill upda te s  
of the compliance supplement t o  OME, 

( d )  Pass-throuqh en t i t \ !  r e s a o n s i b i l j  t i e s ,  ?. pass-through e n t i t y  s h a l l  
perform the following for the Federal awards i t  malres : 

(1) Iden t i fy  Federal awards made by informing each 
subrecipient  of CFDA t i t l e  and number, award name and number, award year,  i f  
the award i s  R & D ,  and name of Federal agency. When some of t h i s  i n fo rma t ion  
is  riot ava i l ab le ,  the pass-chrough e n t i t y  s h a l l  provide t h e  best  informati-ox.. . 
ava i l ab le  t o  describe the Federal award. 

(2) Advise sub rec ip i en t s  of requirements imposed on t h e m  by 
Federal laws, regulat ions,  and the p rov i s ions  of c o n t r a c t s  01- grant  agreements  
a s  well a s  any supplemental requirements imposed by t h e  pass-through e n t i t y .  

( 3 )  Monitor t he  a c t i v i t i e s  of sub rec ip i en t s  a s  necessa ry  t o  
ensure tha t  Federal awards a r e  used f o r  authorized purposes i n  compliance wi th  
laws, regulat ions,  and the provis ions of c o n t r a c t s  o r  g r a n t  agreements and 
tha t  performance goals a r e  achieved. 

( 4 )  Ensure t h a t  s u b r e c i p i e n t s  expending $ 3 0 0 , 0 0 0  ($500, 000 f o r  
fiscal y e a r s  ending after December 31, 2003) o r  more i n  Federal  awards d u r i n g  
the  s u b r e c i p i e n t ’ s  fiscel y e a s  have met t h e  aud i t  requirements of t h i s  p a r t  
for t h a t  f i s c a l  year. 

( 5 )  Issue E: management dec i s ion  on a u d i t  f i n d i n g s  w i t h i n  six 
months a f t e r  receipt  of the s u b r e c i p i e n t ’ s  aud i t  r epor t  and ensure t h a t  the  
subrecipient  t a k e s  appropriate  and t imely co r rec t ive  a c t i o n .  

. 

( 6 )  Consider whether s u b r e c i p i e n t  a u d i t s  n e c e s s i t a t e  
adjustment of the pass-through e n t i t y ’ s  own records.  

( 7 )  Require e a c h  s u b r e c i p i e n t  t o  permit t h e  pass- through 
e n t i t y  and audi tors  t o  have access t o  t h e  records and f i n a n c i a l  s t a t e m e n t s  as 
necessary foi- the pass-through e n t i t y  t o  comply w i t h  t h i s  par t .  

§-* 4 0 5  Management decision. - _ _ _ _ _ _ _  

( a )  Genei-al, The management d e c i s i o n  s h a l l  c l e a r l y  s t a t e  whether O r  
not the audi t  f inding i s  sustained,  t h e  reasons for t h e  d e c i s i o n ,  and t h e  
expected auditee action t o  repay disallowed costs, make f i n a n c i a l  ad jus tmen t s ,  
01- take o the r  ac t ion .  If  t h e  audi tee  has  not completed c o r r e c t i v e  a c t i o n ,  a 
t imetable foi- follow-up should be g iven .  Pr i .o r  t o  i s s u i n g  the  management 
decis ion,  t he  Federal agency 01- pass- through e n t i t y  may r eques t  
addi t ional  information o r  documentation from the  a u d i t e e ,  including a r e q u e s t  
f o r  aud i to r  assurance r e l a t e d  t o  the  documentation, a s  a w a y  of m i t i g a t i n g  
disallowed c o s t s .  The management dec i s ion  should d e s c r i b e  any appeal p r o c e s s  
a-vaj. 1 able  t o  the audi t e e .  

(b) Federal aqency. As provided i n  5 - . 4 0 0 ( a )  ( 7 ) ,  t h e  cogn izan t  
agency fo r  audi t  s h a l l  be responsible  f o r  coordinat ing a management d e c i s i o n  
f o r  audi t  f indings that  a f f e c t  the programs of more than one Federal agency 
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in t r 1:1ie~I control 

id) C:omo:!.ianc~, ( 1  ) 11-1 ;~ddi.tion to t h e  requii-ement,c of GAGAS, the 
a u U j  to1 sliall cieieriii:irie v!frethei- tlie a u d i t e r  has com-idied v : i t h  1 av!~,  
~ - e g u l a t i o ~ i s ,  and the ]J?:o~lsIol-E of cont1:acts or qran t  agreements that may have 
a d I ~ - e c t  arid i n a t e r i a l  e f f e c t  oil e;tcll of i t s  ma joi- pr-oglranis. 

( 2 )  TIE pi-iliciphj comljli;inc.e i-equi:-emenLc applicabLe to most 
Federal pi-ogi:ariis sild t ~ l t  cornpi ia i ice  ]:equil-enients of the  1 ai-gest Fedel-al 
programs are  included i n  t h e  c:ornpl iance supplement . 

( 3 )  F o r  the compliance requirenients r e l a t e d  to Federal 
programs contained i n   he comr~Liarrce supplement, an aud i t  of these complliauce 
requirements will meet the requil-ements of t h i s  p a r t ,  
changes t o  the  conlpliance requirements and the changes a r e  not r e f l e c t e d  i n  
t he  compliance supplement, the a u d i t o r  shall determine the current compliance 
requirements and modify the audi t  procedures  accordingly.  F o r  t hose  F e d e r a l  
programs not covered i n  che compliance supplement, the auditoi- should u s e  the  
types of compliance requirements contained i n  the compliance supplement a s  
guidance f o r  identifying the  types of compliance requirements t o  t e s t ,  and 
determine the requirements governing t h e  Federal program by reviewing t h e  
pi-o.irisions of contracts and grant  agreements and the  l a w s  and r e g u l a t i o n s  
r e f e r r e d  t o  i n  such contracts  and g r a n t  agreements. 

Where t he re  have been 

( 4 )  The compliance t e s t i n g  s h a l l  include t e s t s  of t r a n s a c t i o n s  
and Such ocher auditing procedures necessa ry  t o  provide the a u d i t o r  s u f f i c i e n t  
evidence t o  support an opinion on compliance. 

( e )  Audit  follow-up. The a u d i t o r  s h a l l  follow-up on p r i o r  a u d i t  
f i n d i n g s ,  perform procedures t o  assess t h e  reasonableness of t h e  s u m m a r y  
schedule of p r ior  audit  f indings prepared by the  aud i t ee  i n  accordance with 
§-.315 (b)  , and repoi-t, as  a c u r r e n t  year aud i t  f i n d i n g ,  when the  auditor 
Concludes tha t  t h e  summary schedule of p r i o r  aud i t  f i nd ings  m a t e r i a l l y  
misrepresents t h e  s t a tus  of any prior  a u d i t  . € ind ing .  
perform audit follow-up procedures r e g a r d l e s s  of whether a p r i o r  a u d i t  f i n d i n g  
r e l a t e s  t o  a major program i n  che c u r r e n t  y e a r .  

The aud i to r  sha l l  

( f )  Data Collection Fox-m. AS r equ i r ed  i n  5-.320(b) (3), t h e  a u d i c o r  
shall complete and sign spec i f i ed  sections of the data  c o l l e c t i o n  f o r m .  

§-. 5 0 5  Audit r epor t ing .  

The a u d i t o r ' s  r e p o r t ( s )  may be  i n  t h e  form of e i t h e r  combined or  
s e p a r a t e  reports  and ma.)/ be organized d i f f e r e n t l y  from t h e  manner p r e s e n t e d  in 
t h i s  s e c t i o n .  The a u d i t o r ' s  r e p o r t ( s )  s h a l l  s t a t e  t h a t  t h e  aud i t  w a s  
conducted i n  accordance with t h i s  ,part and include the following : 

kdleLheL_thcfinan C i L - - _ _  
. - - -_ - - - 3 a t - ; z u r c s p - i r n i o l r ~ ~ ~ l ~ ~ ~ ~ - ~ ~ - ) ~  

statements  a re  presented f a i r l y  i n  all m a t e r i a l  r e s p e c t s  i n  conformity wi th  
gene ra l ly  accepted accounting p r i n c i p l e s  and an opinion (or d i s c l a i m e r  of 
opinion)  as t o  whether the  schedule of expendi tures  of Federal  awards is 
presented fairly i n  a l l  material  r e s p e c t s  i n  r e l a t i o n  t o  t h e  f inancia- l  
s ta tements  taken as a whole. 

(b) A report on i n t e r n a l  c o n t r o l  r e l a t e d  t o  t h e  f i n a n c i a l  s t a t e m e n t s  
a n d  major programs. This 1-erJoi-t s l i a l l  d e s c r i b e  the scope of t e s t i n g  O f  
i n t e r n a l  control arid the r e s u l t s  of t h e  Lests,  and, where applicable, r e f e r  to 
the  sepal-ate schedule of f indings and q u e s t j  oned costs d e s c r i b e d  i n  pal-agraph 
(d) of t h i s  sect ion.  

( c )  I! report on compliance with l a w s ,  r e g u l a t i o n s ,  and the piro~risions 
of c o n t ~ - a c t s  or  g r a n t  agreeni-nts,  nonconipliance w i t h  wliich coul d ~ X V E  a 
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(;I) liucll t f j . n d i i - ~ c l s  ?-L'TJO?-!:Od . ?'lie auditor shal! I report the f o l l  cwj . r ig  
as aud i t  f i . i i d i n y s  in a schedule of f ind ings  arid questioned costs : 

(1) Reportable conditioi-is in i n t e rna l  control 01~1-  m a j  01- 

pmyi-anis . Tlie audj.to1- I :: determination of whetlies a deficiency i n  i n t e r n a l  
C O l ~ ~ l ~ G ~  i.s a I-eportable conditio11 fo r  tlie ]xxpose of reporting an a u d i t  
f inding i s  in r r l a ~ i o i i  L O  a type of conipliance requirement foi- i! rnaj os p i rog i r an i  
01 an audit  oljecLive i d e n r i i i e d  i i - 1  the compliance suppleiiienl . Tile aud iLvr  
s h a l l  i den t i fy  I-eportahie conditions v.ll~ic1-1 a r e  ind iv idua l ly  or cumulat ive1 y 
materia3 weaknesses. 

( 2 )  I\latei-j a1 rloiicnmpliance w i t h  t he  provis ions of l a w s ,  
r egu la t ions ,  contracts ,  01- grant agreements r e l a t ed  t o  a major program. The 
a u d i t o r ' s  determination of whethei- a noncompliance w i t h  the p r o v i s i o n s  of 
lawc,  regulat ions,  con t r ac t s ,  os grant  agreements is  material  f o r  t h e  purpose 
of report ing an audit f inding is i n  r e l a t i o n  t o  a type of Compliance 
requirement foi- a majoi- program o r  an aud i t  ob jec t ive  i d e n t i f i e d  i n  the 
cornpl iance suppl ement 

( 3 )  I'aown questioned c o s t s  which a r e  g r e a t e r  than $lO,OOO f o r  
a type of campliance requirement for a major program. Known ques t ioned  c o s t s  
a r e  those spec i f i ca l ly  i d e n t i f i e d  by t h e  a u d i t o r .  I n  evaluat ing t h e  e f f e c t  of 
questioned cos t s  on the opinion on compliance, the a u d i t o r  considers  the best 
est imate  of t o t a l  cos t s  questioned ( l i lcely questioned c o s c s ) ,  not j u s t  the 
questioned cos t s  s p e c i f i c a l l y  i d e n t i f i e d  (known questioned c o s t s )  . The 
aud i to r  s h a l l  a l s o  report  known questioned cos t s  when likely quest ionFd costs 
a r e  g r e a t e r  than $ 1 0 , 0 0 0  f o r  a type of compliance requirement for a ma jo r  
program. I n  reporting questioned c o s t s ,  t h e  aud i to r  s h a l l  include i n f o r m a t i o n  
to  provide proper perspective f o r  judging the  prevalence and consequences of 
the questioned coats .  

( 4 )  Known questioned c o s t s  which a r e  g r e a t e r  than $ 1 0 , 0 0 0  f o r  
a Federal program which i s  not audi ted as a major program. Except for a u d i t  
follow-up, the audi tor  is not required under this part t o  perform a u d i t  
procedures for such a Federal program; t h e r e f o r e ,  t he  a u d i t o r  w i l l  normally 
not f ind  questioned cos t s  for a program which i s  not audi ted as a major  
program. However, if the  aud i to r  does become aware of questioned c o s t s  for a 
Federzl program which i s  not audited as a major program ( e . g . ,  a s  p a n  of 
a u d i t  follo<i-up or other  aud i t  procedures) and the  known questioned c o s t s  are 
g r e a t e r  than $ 1 0 , 0 0 0 ,  then the  a u d i t o r  shall  r epor t  t h i s  as an a u d i t  f i n d i n g .  

(5)  The circumstances concerning why t h e  a u d i t o r ' s  report on 
compliance f o r  major programs i s  o t h e r  than an unqua l i f i ed  opinion,  unless 
such circumstances a r e  otherwise r epor t ed  as aud i t  f i n d i n g s  i n  t h e  s c h e d u l e  of 
f ind ings  and questioned cos t s  f o r  Federal  awards. 

IG) Known fraud a f f e c t i n g  a Federal award, unless such f r a u d  
- 

---- - - _-_____ 
1 s o t l e r w i  se  report23 ~ ~ - a ~ u ~ i ~ ~ i ~ ~ ~ ~ ~ ~ ~ d ~ ~ - e - ~ ~ ~ ~ ~ d m g ~ ~ - - - - - -  -- 

questioned cos t s  f o r  Federal awards. This paragraph does not r e q u i r e  t h e  
aud i to r  t o  make a n  addi t ional  r epor t ing  when the a u d i t o r  confirms that  t h e  
f r a u d  was reported outside of the auditor's r e p o r t s  under the d i r e c t  r e p o r t i n g  
requirements of GAGAS. 

( 7 )  Instances where t h e  1-esul t s  of a u d i t  follow-up p r o c e d u r e s  
disclosed tha t  the summary schedule of pi-ioi- aud i t  f i n d i n g s  prepared by the 
audi tee  i n  accordance w i t h  B-. 315 (b )  materia. l ly misrepresents  t h e  s t a t u s  of 
any p r i o r  audi t  f i nd ing .  

(17) Audit i indinq d e t a i l .  Audit f i n d i n g s  s h a l l  lie presented i n  
s u f f i c i e n t  d e t a i l  f o r  the audi tee  t o  p repa re  a c o r r e c t i v e  ac t ion  p l a n  and t a k e  
Cosrective act ion and f o r  Federal agencies  a n d  pass- through e n t i t i e s  t o  a r r i v e  
a t  J management decis ion.  s he fo1.lowing s p e c i f i c  information shall Le 
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( 8 )  V i e w s  of r e spons ib l e  o f f i c i a l s  of the aud i t e?  uri-len t.h?rc 
. .? rlj..c,iicj::e:r:rrient with t h e  aud i t  findings, ts the exten t  practj .za1. 

( c )  Reference numbers. Each aud1.t f i n d i n g  i n  t he  s c h e d u l e  of f ind ings  
a r i d  q u e s t  ioried c o s t s  shall inc lude  a rofero-nce number t o  a 1 l . o ~  f o r  easy  

eyer ic ing  of t h e  a u d i t  f i n d i n g s  du r ing  follow-up. 

E-. 515 kudi t working papers . 

(a) Retention of  worlr.inq papers. The auditor shall r e t a i n  working 
p a D ? r ~  and r epor t s  f o r  a minimum of t h r e e  years a f t e r  t h e  da t e  of i s suance  of 
the a u d i t o r ' s  report(s) to t h e  audi . tee ,  u n l e s s  t h e  audi tor  is n o t i f i e d  i n  
w r i t i n g  by  the  cognizant  agency f o r  a u d i t ,  ove r s igh t  agency f o r  a u d i t ,  os 
p a s s - t h r o u g h  e n t i t y  to extend t h e  r e t e n t i o n  period. When the a u d i t o r  is aware 
t h a t  the Federal awarding agency, pass-through e n t i t y ,  o r  a u d i t e e  is 
c o n t e s t i n g  a n  aud i t  f i n d i n g ,  t h e  a u d i t o r  s h a l l  con tac t  t he  parties con tes t ing  
the audit f ind ing  for guidance p r i o r  t o  d e s t r u c t i o n  of the  working papers  and 
r i po r t  s . 

(b) Access t o  wortinq DaDers. Audit  working papers shall be made 
available upon reques t  t o  the cognizant  or o v e r s i g h t  agency f o r  a u d i t  or i ts  
designee, a Federal  agency p rov id ing  d i rec t  or i n d i r e c t  funding ,  or G?.O a t  tne 
c o m p l e t i o n  of the  audi t ; ,  as part of a q u a l i t y  review, t o  r e so lve  a u d i t  
f i n d i n g s ,  or t o  c a r r y  o u t  oversight r e s p o n s i b i l i t i e s  cons i s t en t  with t h e  
purposes of t h i s  p a r t .  Access t o  working papers  includes the  r i g h t  of Federal  
agencies t o  ob ta in  c o p i e s  of working papers, as is  reasonable and necessa ry .  



E-. 2.. r ' ' O  Major program d e t e r m i n a t i o n  

(i  1 , C ? D O , D O O  or t h r e e  percent ( . 0 3 )  of t o t a l  Fedei-a1 
awards expended i n  tlie case of an a u d i t e e  for which t o t a l  F e d e r a l  awards 
expended equal OT exceed $ 3 0 0 , 0 0 0  b u t  a r e  l e s s  than 01- equal t o  $100 m i l l i o n .  

(ii) $3 mil l ion 01 t h ree - t en ths  of one percent ( , 0 0 5 )  of 
t o t a l  Federal awards expended i n  the case of an a u d i t e e  for which t o t a l  
Federal  awards expended exceed $ 1 0 0  mil l ion  but are less  than or equal  t o  $ 1 0  
b i l l i o n .  

(iii) $ 3 0  mi l l i on  or 15 hundredths of one percent  ( . 0 0 1 5 )  
of t o t a l  Federzl awards expended i n  t h e  case of an aud i t ee  f o r  which total 
Federal  awards expended exceed $10 b i l l i o n .  

(21 Federal programs not l abe led  Type k under paragraph (b) (1) 
of t h i s  sect ion shall  be labeled Type B programs. 

(3) The inclusion of l a r g e  loan and loan guarantees ( l o a n s )  
should  not r e s u l t  i n  the exclusion of o t h e r  programs as Type P. programs. 
a Federal program providing loans  s i g n i f i c a n t l y  a f f e c t s  the number o r  s i z e  of 
TJrpe k programs, t h e  aud i to r  s h a l l  cons ide r  t h i s  Federal  program as a T y p e  I?. 
program and exclude i t s  values  i n  determining oLher T p e  ?. prog-ams. 

When 

( 4 )  For biennial  a u d i t s  permitted under 5- .220 ,  t h e  
determination or' Type A and ~ y p e  E programs sha l l  be based upon t h e  Federal 
awards expended during the two-year p e r i o d .  

( c )  S t e D  2 .  (1) The a u d i t o r  s h a l l  i d e n t i f y  Type A programs which are 
l o w - r i s k .  
a u d i t e d  as a major program i n  a t  least one of the  two most recent aud i t  
periods ( i n  the most recent  aud i t  pe r iod  i n  t he  case of a biennial  a u d i t ) ,  
and,  
under 5-.510 ( a )  , 
a u d i t  f indings from questioned c o s t s  under §-. 510  (a) (3 )  and 5-. 5 1 0  ( a )  ( 4 )  , 
f raucl under 5:-. 5 1 0  ( a )  7 ~ ~ n ~ u ~ f - ~ ~ ~ o w - ; u p - t s ~ ~ ~ i l e - - s u m m a ~ ~ s c ~ ~ _ _ _ _ _  
p r i o r  audi t  f indings under 5;-. 5 9 0  ( a )  ( 7 )  do not p rec lude  the Type A program 
from being low- r i sk .  The a u d i t o r  shall cons ide r :  t h e  c r i t e r i a  i n  S-. 525 ( c )  , 
5-. 5 2 5  (d )  (1) , 5__.525 (a) ( 2 )  , and s-. 525  (a )  (3)  ; the r e s u l t s  Of a u d i t  
follow-up; whether any  changes i n  personnel 01- s i r s t e m s  a i iect i r ig  a T m e  A 
program 11ave s i g n i f i c a n t l y  increased risk; and apply professioJia1 judgment in 
determining whether a Type A program i s  low-risk. 

For a Type I! program to be considered low-risk, i t  s h a l l  have been 

i n  the most recent aud i t  pe r iod ,  i t  shall have had no audit  f i n d i n g s  
However, t h e  a u d i t o r  may use judgment and consider t h a t  

-- -__ - - - - 
__ - 

(2) Notwithstanding paragraph ( c )  ( a )  of t h i s  s e c t i o n ,  OlW ma)' 
appl-ove a Federal awarding agency s r eques t  t1.ia.t a Type A program a t  c e r t a i n  
r e c i p i e n t s  may not be considered l o w - r i s k ,  For example, i t  may be n e c e s s a r y  
fo r  a l a rge  Type A program t o  be aud i t ed  2 s  major each year a t  p a r t i c u l a r  
r e c i p i e n t s  t.o allow the Federal agency t o  comply with t he  Govei-nment 
Management Reform Act of 1994 (31  U .  S .  C. 3515) , The Federal  agency s h a l l  
n o t i f y  the recipient  and, i f  known, tlie a u d i t o r  a t  least 180 d a y s  p r i o r  t o  t h e  

29 A ~ ~ ( - + d E N T  ......e -........ i 



(ii) When i d e n t i f y i n g  wnich high-risk Type E programs to 
a u d j . t  as rnarj.1- under e i t h e r  Option 1 or 2 i n  paragraph ( e )  ( 2 )  (i) ( A )  a?: (E), 
the  a u d i t o r  i s  encouraged to use an approach which provides an opportuni ty  For 
d i f f e ? r e n t  h j g h - r i s k  Type B programs to 55 aud i t ed  as m a j o r  over a period of 
t i m e .  

( 3 )  Such a d d i t i o n a l  programs as may b e  nPcPssary t o  comply 
wlrh t h e  percentage of coverage ruls discussed i n  paragraph ( f )  of t h i s  
s e c t i o n .  This paragraph ( e )  ( 3 )  may rpquire t h e  audi tor  to audit  more programs 
as major than the number of Type A programs. 

( f )  Pcrcentaqe of CoveraqE: r u l e .  The a u d i t o r  s h a l l  audit as major 
pl-ograms E d e r a l  programs w i t h  Federal awards expended that, i n  the aggregate ,  
encompass a t  l e a s t  5 0  percent  of t o t a l  Federal  awards expended. If t h e  
a u d i t e e  meets t h e  c r i t e r i a  in S-.530 f o r  a low-risk auditee,  t he  aud i to r  
need only audit  as  major programs Federal programs w i t h  Federal awards 
expended t h a t ,  i n  t he  aggregate ,  encompass a t  least  2 5  percent of total 
Federal  awards expended. 

( g )  Documentation of r i s k .  The auditor s h a l l  document i n  t h e  working 



(1) f i r s t - y e a -  aud i t  is  the first year  the e n t i t y  i s  a u d i t e d  
undei- t h i s  pa r t  or the  f irst  )rear of a change of a u d i t o r s .  

( 2 )  T o  ensure t h a t  a frequent change of audi tors  would n o t  
preclude audit of high-r isk Type E programs, th is  e l e c t i o n  fo r  f i r s t - y e a r  
a u d i t s  may not be used by an aud i t ee  more than once i n  every th ree  y e a r s .  

5-.525 Criteria f o r  Federal program risk. 

( a )  General. The a u d i t o r ' s  determination should be based on an 
o v e r a i l  evaluation of t h e  r i s k  of noncompliance occur r ing  which could be 
m a t e r i a l  t o  the Federal program. The a u d i t o r  s h a l l  use audi tor  judgment and 
consider  c r i t e r i a ,  such as described i n  paragraphs (b), ( e ) ,  and (d) of t h i s  
s e c t i o n ,  t o  iden t i fy  r i s k  i n  Federal programs. Also ,  a s  pa r t  of t h e  r i s k  
a n a l y s i s ,  t he  auditor ma)r w i s h  t o  d i scuss  a p a r t i c u l a r  Federal program w i t h  
a u d i t e e  management and the Federal agency o r  pass-through e n t i t y .  

(b) Current and urial- aud.it exDerience,  (1 ) Weaknesses i n  i n t e r n a l  
c o n t r o l  over Federal programs would i n d i c a t e  h ighe r  r i s k .  
EjhoUld be given t o  the control environment over Federal  programs and such 
f a c t o r s  as the expectation of management's adherence t o  appl icable  laws and 
r egu la t ions  and the provisions of c o n t r a c t s  and grant agreements and t h e  
competence and experience of personnel who adminis ter  t h e  Federal programs. 

Consideration 

(i) k Federal program adminis tered under m u l t i p l e  
i n t e r n a l  control s t ruc tu res  may have h ighe r  r i s k .  When assessing r i s k  i n  a 
l a r g e  s ingle  aud i t ,  t he  audi tor  s h a l l  consider  whether wealrnesses are i s o l a t e d  
i n  a s ing le  operating unit  ( e .  g . ,  one c o l l e g e  campus) o r  pervasive th roughou t  
t h e  e n t i t y .  

-____ ___----- - 

(ii) When s i g n i f i c a n t  p a r t s  of a Federal program a r e  
passed t h rough  t o  subrecipients  , a weal: system for monitoring s u b r e c i p i e n t s  
would indicate higher r i s k .  

(iii) The ex ten t  t o  which computer processing i s  used t o  
adminis ter  Federa l  progsams, as well as t h e  complexity of tha t  p rocess ing ,  
should  be considered by the a u d i t o r  i n  a s s e s s i n g  risk. 
modified computer systeins may a l s o  i n d i c a t e  r isk.  

New and r e c e n t l y  

( 2 )  P r io r  audi t  f i n d i n g s  would i n d i c a t e  higher r i s k ,  
p a r t i c u l a s l y  when the s i t u a t i o n s  i d e n t i f i e d  i n  t h e  a u d i t  f indings could have a 
s j  gn i f i can t  impact on a Federal pi-cgi-am os have not been co r rec t ed .  

( 3 )  Federal programs not r e c e n t l y  audited as ma; UT programs 

3 1  
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( 3 )  The phase of a Federal program i n  iLs Life cycle  at t he  
i111rJ i ' - e ~  may ind ica t e  risk. For e;:ample, dur ing  t h e  first and l a s t  years  Chat 
ari audi.l-ee participates i n  a Federal  program, the  r i s k  may be higher  due to 
s:..<ir: - u p  Oi: closeout of prDg?-arn a c t i v i t i e s  and staff. 

9-- I 5 3  0 Criteria for a low-risk auditee. 

&-I auditee which meets a11 of t h e  fol.lowiriy condi t ions f o r  each of t he  
preceding two years ( o r ,  i n  ctie case of biennial a u d i t s ,  preced-ing t w o  a u d i t  
p s r iods )  
zov2rage  i n  accordance w i z h  5-. 5 2 0  : 

s h a l l  q u a l i f y  as a 1.ow-zisk a u d i t e e  and be eligib:L? for reduced a u d i t  

( a )  S i n g l e  a u d i t s  were performed OR an annual  b a s i s  i r i  accoi:dancs w i C h  
the p r o v i s i o n s  of t h i s  par t .  A non-Federal  e n t i t y  kha t  h a s  biennial. a u d i t s  
does no t  qualify as a I o w - r i . s k  a u d i t e e ,  un le s s  agreed t o  i n  advance by t h e  
c o g n i z a n t  o r  ove r s igh t  agency for a u d i t .  

(b) The auditor's opin ions  on t h e  f i n a n c i a l  staxements and t h e  
s c h e d u l e  of sxpend i tu re s  of Federa l  awards were unqua l i f i ed .  However, t he  
c o g n i z a n t  or o v e r s i g h t  agency for  a u d i t  may judge t h a t  an opinion 
q u a l i f i c a t i o n  does no t  a f f e c t  the management of Federal awards and provide a 
w a i v e r .  

(c) There were no d e f i c i e n c i e s  i n  i n t e r n a l  control  w h i c h  were 
i d e n t i f i e d  as ma te r i a l  weaknmses under  t h e  requirements  of GAGAS. However, 
t h e  cognizant o r  o v e r s i g h t  agency f o r  a u d i t  may judge tha t  any i d e n t i f i e d  
m a t e r i a l  weaknesses do no t  a f f e c t  the management of Federal awards and provide  
a waiver .  

3 2  
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( d )  IJorir- of t11r T;'ederi,l pi-og~-ams ilad audi.11 Ci.i-dings f~-orrt any oi  the 
i n  the case of b i e n n i a l  l o 1  io\rj.r~g i n  e i t l ie i -  of  he preceding  t w c l  y e u s  (or, 

a u d i  Ls, preceding t w o  audi t p e r i o d s )  
pJ-ogr-arns 

i n  whi CIJ  t h e y  were c ia s s i f i rd  as 7 ' j r p e  Z;. 

( 1 )  ~nternaj c o n t r o l  def j.cicnci es which w e ~ e  i d e n L j . f i e d  
m a t e r i i i  wea1:nesses; 

( 2 )  ~oiic;ompliaiice wi . th  t l ie pi-ovisi oris of Il.aw,~, i:egulations, 
contracts, 
progz-an!; or 

01- yi-ant ayreemenLs whicli l-lave a nlaterial effect on t l ~ r  T 'pe  A 

( 3 )  Ibown 01- l i k e l y  quest ioned c o s t s  t h a t  exceed f i v e  percent 
of the total Federa l  awards expended for a Type k. program during Khe yeai - .  

Appendix k t o  P a r t  - - Data C o l l e c t i o n  Form (Form SF-SAC) 

Appendix E to Part - - Circul-ar ~ - 1 2 3  Compkiance Supplement 

f i n s e r t  SF-SAC a f t e r  f i n a l i z e d ]  

Note: Provis iona l  ONE C i r c u l a r  14-12? Compliance Supplement i s  available 
from t he  Of f i ce  of Admin i s t r a t ion ,  Pub l i ca t ions  Off ice ,  r o o m  2 2 0 0 ,  New 
Executive Off ice  Building, Washington, DC 2 0 5 0 3 .  
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Attachment “F” 



CITY OF LONG BEACH 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

2525 GRAND AVENUE LONG BEACH CALIFORNIA 90815 (562) 570-4000 FAX (562) 570-4049 

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 January 16 , 2009 by and between 
PeacePartners, Inc. , a California 
[ co rpo ration, ~ x x x ~ ~ s c s d x ~ x x x x x ~ l ,  whose business address is 
741 Atlantic Avenue. Lona Beach. CA 90813 

(hereinafter referred to as “Business Associate”), and the CITY OF LONG BEACH, a 
municipal corporation (hereinafter referred to as “City” or “Covered Entity”). 

WHEREAS, the City has a Department of Health that provides a multitude of 
health care and related services; and 

WHEREAS, in the course of providing health care and related services the City 
obtains protected health information; and 

WHEREAS, Business Associate performs particular duties 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 in compliance 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 Regulations. 

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 Federal Regulations. 
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 or disclosure of the protected health 
inform at ion. 

c. Mitigation. Business Associate agrees to mitigate, to the extent 
practicable, any harmful effect that is known to Business Associate 
of a use or disclosure of protected health information by Business 
Associate in violation of the requirements of this Agreement. 

2. 



Business Associate Agreement 
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3. 

d. Reporting of disclosures. Business Associate agrees to report to 
Covered Entity any use or disclosure of the protected health 
information not provided for by this Agreement of which it becomes 
aware. 

e. Business Associate’s Agents. Business Associate agrees to 
ensure that any agent, including a subcontractor, to whom it 
provides protected health information received from, or created or 
received by Business Associate on behalf of Covered Entity agrees 
to the same restrictions and conditions that apply through this 
Agreement to Business Associate with respect to such information. 

f. Availability of Information to City. Business Associate agrees to 
provide prompt access to protected health information in a 
designated record set to Covered Entity or, as directed by Covered 
Entity, to an individual upon Covered Entity’s request in order to 
meet the requirements under 45 CFR 5 164.524. 

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 9 164.526 at the request of 
Covered Entity or an individual. 

h. Internal Practices. Business Associate agrees to make internal 
practices, books, and records, including policies and procedures 
and protected health information, relating to the use and disclosure 
of protected health information received from, or created or 
received by Business Associate on behalf of, covered entity 
available to the Secretary of the U.S. Department of Health and 
Human Services for purposes of the Secretary determining the 
Business Associate’s compliance with the privacy rule. 

I .  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 5 164.528. 

j. 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 5 164.528. 

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 

~ - - _ _ _ _ _ ~  - __ _ _  _ _ _ _  ~~-~ - -~ ~ ~ 
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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. 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 5 
1 64.504(e) (2)( i)( B). 
Business Associate may use protected health information to report 
violations of law to appropriate federal and state authorities, 
consistent with 5 164.502(j)(I). 

b. 

c. 

d. 

4. OBLIGATIONS OF COVERED ENTITY. 
a. Notification of Limitations in Notice of Privacy Practices. Covered 

Entity shall notify Business Associate of any limitation(s) in its 
notice of privacy practices of covered entity in accordance with 45 
CFR § 164.520, to the extent that such limitation may affect 
Business Associate’s use or disclosure of protected health 
information. 
Notification of Change or Revocation of Permission. Covered entity 
shall notify Business Associate of any changes in, or revocation of, 
permission by individual to use or disclose protected health 
information, to the extent that such changes may affect Business 
Associate’s use or disclosure of protected health information. 

C. Notification of Restrictions. Covered Entity shall notify Business 
Associate of any restriction to the use or disclosure of protected 
health information that Covered Entity has agreed to in accordance 
with 45 CFR § 164.522, to the extent that such restriction may 
effect Business Associate’s use or disclosure of protected health 
information. 

5. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall 
not request Business Associate to use or disclose protected health 
information in any manner that would not be permissible under the Privacy 
Rule if done by Covered Entity, except that this restriction is not intended 

b. 

~ ~~ ~ 
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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 and expressly permitted under 
Section 3 (a), (b), and (c) of this Agreement. 

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 an 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; 
Immediately terminate this Agreement if Business Associate 
has breached a material term of this Agreement and cure is 
not possible; or 
If neither termination nor cure are feasible, Covered Entity 
shall report the violation to the Secretary. 

Except as provided in paragraph (2) of this Section, upon 
termination of this Agreement for any reason, Business 
Associate shall return or destroy all protected health 
information received from Covered Entity, or created or 
received by Business Associate on behalf of Covered Entity. 
This provision shall apply to protected health information that 
is in the possession of subcontractors or agents of Business 
Associate. Business Associate shall retain no copies of the 
protected health information. 

2. In the event that Business Associate determines that 
returning or destroying the protected health information is 
infeasible, Business Associate shall provide to Covered 
Entity notification of the conditions that 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. 

6. TERM AND TERMINATION. 

2. 

3. 

c. Effect of Termination. 
1. 

~ - _ _ _  ~ -~ ~- 
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7 .  

8. 

9. 

10. 

11. 

~ ~~~~ 

ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS. 
Business Associate shall make itself and any subcontractors, employees, 
or agents assisting Business Associate in the performance of its 
obligations under this Agreement with the Covered Entity, available to 
Covered Entity, at no cost to Covered Entity to testify as witnesses or 
otherwise, in the event of litigation or administrative proceedings 
commenced against Covered Entity, its directors, officers, or employees 
based on a claimed violation of HIPAA, the HIPAA Regulations or other 
laws relating to security or privacy, except where Business Associate or its 
subcontractors, employees or agents are named as an adverse party. 
MISCELLANEOUS 
a. References. A reference in this Agreement to a section in the 

Privacy Rule means the section as in effect or as amended. 
b. Amendment The parties agree to take such action as is necessary 

to amend this Agreement from time to time as is necessary for 
covered entity to comply with the requirements of the Privacy Rule 
and the Health Insurance Portability and Accountability Act of 1996. 
Amendments must be in writing and signed by the parties to the 
Ag reeme nt . 

C. Survival. The respective rights and obligations of Business 
Associate under Section 6(c) of this Agreement shall survive the 
termination of this Agreement. 

d. Inferpretafion. 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. 
INDEMNITY. Business Associate shall protect, defend, indemnify and 
hold City, its officials, employees, and agents (collectively in this Section 
referred to as "City") harmless from and against any and all claims, 
demands, causes of action, losses, damages, and liabilities, whether or 
not reduced to judgment, which may be asserted against City arising from 
or attributable to or caused directly or indirectly by Business Associate, 
Business 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 

~ ~ ~ 
~ ~~ 
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12. 

13. 

14. 

15. 

16. 

17. 

18. 

of action, loss, damage, or liability, or of enforcing this provision, for City to 
incur or to pay any expense or cost, including attorney's fees or court 
costs, Business Associate agrees to and shall reimburse City within a 
reasonable time. Business Associate shall give City notice of any claim, 
demand, cause of action, loss, damage or liability within ten (IO) 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 attorneys' fees and court costs, including appeals. 
NOTICES. Any notice or approval required hereunder by either party shall 
be in writing and personally delivered or deposited in the U.S. Postal 
Service, first class, postage prepaid, addressed to Business Associate at 
the address first stated herein, and to the City at 333 West Ocean 
Boulevard, Long Beach, California 90802 Attention: Director, Health 
Department. Notice of change of address shall be given in the same 
manner as stated herein for other notices. Notice shall be deemed given 
on the date deposited in the mail or on the date personal delivery is made, 
whichever first occurs. * 

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, and 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. 
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be 
duly executed with all of the formalities required by law as of the date first stated herein. 

PeacePartners. Inc. 
(Name of Business Associate) 

a California Corporation 
(corporation, partnership, individual) 

44 ,20H 

y- )2 , 2 0 3  

CITY OF LONG BEACH, a municipal 
corporation 

' Assistant City Manager 
BY 

6 
is hereby approved as to form this 24 day of 

ROBERT E. SHANNON, 
City Attorney or designee 

BY 
Deputy V 

CLC lvs 
#02-05 187 
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U S D E P A R T M E N T  O F  J U S T I C E  
O F F I C E  OF J U S T I C E  P R O G R A M S  
O F F I C E  OF THE COMPTROLLER 

the employee will- 

c 
- 

+.T-rAr.H 
OJP FORM 406116 (3-91) REPLACES OJP FORMS 4061/2.4061/3 AND 406114 WHICH ARE OBSOLETE PA(: 

CERTIFICATIONS REGARDING LOBBYING; DEBARMENT, SUSPENSION AND 
OTHER RESPONSIBILITY MATTERS; AND DRUG-FREE WORKPLACE REQUIREMENT! 

Appl ican ts  shou ld  refer to the regu la t ions  c i ted  be low to de termine the  cer t i f i ca t ion  to wh ich  they  a r e  requ i red  to 
a t tes t .  App l ican ts  shou ld  also review the  ins t ruc t ions  for cer t i f i ca t ion  inc luded in  the  regu la t ions  be fore  comple t ing  th is  
fo rm.  S ignature  o f  th is  form prov ides  for compl iance w i th  cer t i f i ca t ion  requ i rements  under  28 C F R  Par t  69,  "New 
Rest r i c t ions  on  Lobby ing"  and  28 C F R  Par t  67, "Government -w ide  Debarmen t  and  Suspens ion  (Nonpro-curement )  and  
Governmen t -w ide  Requ i rements  for Drug-Free Workp lace  (Grants)."  The  cer t i f i ca t ions  shal l  b e  t rea ted  a s  a ma te r ia l  
representa t ion  o f  fact  upon  wh ich  re l iance wi l l  b e  p laced  when the Depar tmen t  o f  Jus t ice  de te rm ines  t o  award  the  
cove red  t ransac t ion ,  grant.  or coopera t ive  agreement .  

1. LOBBYING 

As required by Section 1352, Title 31 of the U.S. Code, and 
implemented at 28 CFR Part 69, for persons entering into a 
grant or cooperative agreement over $100,000, as defined at 
28 CFR Part 69, the applicant certifies that: 

(a )  No Federal appropriated funds have been paid or will be 
paid, by or on behalf of the undersigned, to any person for in- 
fluencing 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 con- 
nection with the making of any Federal grant, the entering into 
of any cooperative agreement, and the extension, continuation, 
renewal, amendment, or modification of any Federal grant or 
cooperative agreement; 

(b) If any funds other than Federal appropriated funds have 
been paid or will be paid to any person for influencing or at- 
tempting to influence an officer or employee of any agency, a 
Member of Congress, an officer or employee of Congress, or 
an employee of a Member of Congress in connection with this 
Federal grant or cooperative agreement, the undersigned shall 
complete and submit Standard Form - LLL, "Disclosure of 
Lobbying Activities," in accordance with its instructions; 

(c) The undersigned shall require that the language of this cer- 
tification be included in the award documents for all subawards 
at all tiers (including subgrants, contracts under grants and 
cooperative agreements, and subcontracts) and that all sub- 
recipients shall certify and disclose accordingly. 

2. DEBARMENT, SUSPENSION, AND OTHER 
RESPONSIBILITY MATTERS 
(DIRECT RECIPIENT) 

As required by Executive Order 12549, Debarment and 
Suspension, and implemented at 28 CFR Part 67, for prospec- 
tive participants in primary covered transactions, as defined at 
28  CFR Part 67, Section 67.510- 

A. The applicant certifies that it and its principals: 

(a) Are not presently debarred, suspended, proposed for debar- 
ment, declared ineligible, sentenced to a denial of Federal 
benefits by a State or Federal court, or voluntarily excluded 
from covered transactions by any Federal department 
or agency; 

(b) Have not within a three-year period preceding this applica- 
tion been convicted of or had a civil judgment rendered against 
them for commission of fraud or a criminal offense in connec- 
tion with obtaining, attempting to obtain, or performing a 

public (Federal, State, or local) transaction or contract under a 
public transaction; violation of Federal or State antitrust statutes 
or commission of embezzlement, theft, forgery, 
bribery, falsification or destruction of records, making false 
statements, or receiving stolen property; 

(c) Are not presently indicted for or otherwise criminally or 
civilly charged by a governmental entity (Federal, State, or 
local) with commission of any of the offenses enumerated in 
paragraph ( l ) ( b )  of this certification; and 

(d) Have not within a three-year period preceding this applica- 
tion had one or more public transactions (Federal, State, or 
local) terminated for cause or default; and 

B. Where the applicant is unable to certify to any of the 
statements in this certification, he or she shall attach an 
explanation to this application. 

3. DRUG-FREE WORKPLACE 
(GRANTEES OTHER THAN INDIVIDUALS) 

As required by the Drug-Free Workplace Act of 1988, and 
implemented at 28 CFR Part 67, Subpart F, for grantees, as 
defined at 28 CFR Part 67 Sections 67.615 and 67.620- 

A. The applicant certifies that it will or will continue to provide 
a drug-free workplace by: 

(a) Publishing a statement notifying employees that the 
unlawful manufacture, distribution, dispensing, possession, or 

use of a controlled substance is prohibited in the grantee's 
workplace and specifying the actions that will be taken against 
employees for violation of such prohibition; 

(b) Establishing an on-going drug-free awareness program to 
inform employees about- 

(1) The dangers of drug abuse in the workplace; 

(2) The grantee's policy of maintaining a drug-free workplace; 

(3) Any available drug counseling, rehabilitation, and employee 
assistance programs; and 

(4) The penalties that may be imposed upon employees for 
drug abuse violations occurring in the workplace; 

(c) Making it a requirement that each employee to be engaged 
in the performance of the grant be given a copy of the state- 
ment required by paragraph (a); 

(d) Notifying the employee in the statement required by para- 
graph (a) that, as a condition of employment under the grant, 



(1) Abide by the terms of the statement; and 

(2) Notify the employer in writing of his or her conviction for a 
violation of a criminal drug statute occurring in the workplace 
no later than five calendar days after such conviction; 

(e) Notifying the agency, in writing, within 10 calendar days 
after receiving notice under subparagraph (d)(2) from an 
employee or otherwise receiving actual notice of such convic-tion. 
Employers of convicted employees must provide notice, including 
position title, to: Department of Justice, Office of 
Justice Programs, ATTN: Control Desk, 633 Indiana Avenue, 
N.W.. Washington, D.C. 20531. Notice shall include the iden- 
tification number(s) of each affected grant; 

(f) Taking one of the following actions, within 30 calendar 
days of receiving notice under subparagraph (d)(2). with 
respect to any employee who is so convicted- 

(1) Taking appropriate personnel action against such an 
employee, up to and including termination, consistent with the 
requirements of the Rehabilitation Act of 1973, as amended; or 

(2) Requiring such employee to participate satisfactorily in a 
drug abuse assistance or rehabilitation program approved for 
such purposes by a Federal, State, or local health, law enforce- 
ment, or other appropriate agency: 

(9) Making a good faith effort to continue to maintain a drug- 
free workplace through implementation of paragraphs (a), (b), 
(c), (d), (e), and (f). 

B. The grantee may insert in the space provided below the 
site(s) for the performance of work done in connection with 
the specific grant: 

Place of Performance (Street address, city, county, state, zip 
code) 

Check 0 i f  there are workplaces on file that are not indentified 
here. 

Section 67, 630 of the regulations provides that a grantee that 
is a State may elect to make one certification in each Federal 
fiscal year. A copy of which should be included with each ap- 
plication for Department of Justice funding. States and State 
agencies may elect to use OJP Form 4061/7. 

Check i f  the State has elected to complete OJP Form 
406 117. 

DRUG-FREE WORKPLACE 
(GRANTEES WHO ARE INDIVIDUALS) 

As required by the Drug-Free Workplace Act of 1988, and 
implemented at 28 CFR Part 67, Subpart F, for grantees, as 
defined at 28 CFR Part 67, Sections 67.615 and 67.620- 

A. As a condition of the grant, I certify that I will not engage 
in the unlawful manufacture, distribution, dispensing, posses- 
sion, or use of a controlled substance in conducting any 
activity with the grant: and 

B. If convicted of a criminal drug offense resulting from a 
violation occurring during the conduct of any grant activity, I 
will report the conviction, in writing, within 10 calendar days 
of the conviction, to: Department of Justice, Office of Justice 
Programs, ATTN: Control Desk, 633 Indiana Avenue, N.W., 
Washington, D.C. 20531. 

As the duly authorized representative of the applicant, I hereby certify that the applicant will comply with the above certifications 

1. Grantee Name and Address: 

Peacepartners, Inc. 
741 Atlantic Avenue 
Long Beach, CA 90813 
2. Application Number andlor Project Name 3. Grantee IRSNendor Number 

Long Beach Weed and Seed Strategy 
4. Typed Name and Title of Authorized Representative 

Michelle Molina 4-8-89 
5. Signature 6. Dale 
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Department of Justice 

PART 70-UNIFORM ADMINISTRA- 
TIVE REQUIREMENTS FOR GRANTS 
AND AGREEMENTS (INCLUDING 
SUBAWARDS) WITH INSTITUTIONS 
OF HIGHER EDUCATION, HOS- 
PITALS AND OTHER NON-PROFIT 
ORGANIZATIONS 

Subpart A-General 

Sec. 
70.1 Purpose and applicability. 
70.2 Definitions. 
70.3 Effect on other issuances. 
70.4 Deviations. 
70.5 Subawards. 

Subpart B-Pre-Award Requirements 

70.10 Purpose. 
70.11 Pre-award policies. 
70.12 Forms for applying for Federal assist- 

70.13 Debarment and suspension. 
70.14 Special award conditions. 
70.15 Metric system of measurement. 
70.16 Resource Conservation and Recovery 

Act (RCRA) (Pub. L. 94-580 codified at 42 
U.S.C. 6962). 

ance. 

70.11 Certifications and representations. 

Subpart C-Post-Award Requirements 

FINANCIAL AND PROGRAM MANAGEMENT 

Q 70.2 

70.22 
70.23 
70.24 
70.25 
70.26 
70.27 
70.28 

70.30 
70.31 
70.32 
10.33 
70.34 
70.35 

70.20 Purpose of financial and program man- 

70.21 Standards for financial management 
agement. 

systems. 
Payment. 

70.46 Procurement records. 
70.47 Contract administration 
70.48 Contract provisions. 

REPORTS AND RECORDS 

70.50 Purpose of reports and records. 
70.51 Monitormg and reporting program 

70.52 Financial reporting. 
70.53 Retention and access requirements for 

performance. 

records. 

TERMINATION AND ENFORCEMENT 

70.60 Purpose of termination and enforce- 

70.61 Termination. 
70.62 Enforcement. 

Subpart D-After-the-Award Requirements 

70.70 Purpose. 
70.71 Closeout procedures. 
70.72 Subsequent adjustments and con- 

tinuing responsibilities. 
70.73 Collection of amounts due. 

ment. 

APPENDIX A To PART 70-CONTRACT PROVI- 
SIONS 

AUTHORITY: 5 U.S.C. 301; the Omnibus 
Crime Control and Safe Streets Act of 1968, 
42 U.S.C. 3711, et seq. (as amended); Juvenile 
Justice and Delinquency Prevention Act of 
1974, 42 U.S.C. 5601, et seq. (as amended); Vic- 
tims of Crime Act of 1984, 42 U.S.C. 10601, et  
seq. (as amended); 18 U.S.C. 4042. 4351-4353; 
OMB Circular A-110 (64 FR 54926, October 8, 
1999). 

SOURCE: Order No. 1980-95, 60 FR 38242. July 
26, 1995, unless otherwise noted. 

Cost sharing or matching. 

Revision of budget and program plans. 
Program income. Subpart A-General 
Non-Federal audits. 
Allowable costs. 
Period of availability of funds. 

0 70.1 Purpose and applicability. 
This part establishes uniform admin- 

istrative requirements for the Depart- 
ment grants and agreements awarded 

Purpose of property standards. t o  institutions of higher education, 
PROPERTY STANDARDS 

Insurance coverage. hospitals, and other non-profit organi- 
Real property. zations. It also establishes rules gov- 
Federally-owned and exempt property. ernkg how State, local and Indian 
Equipment. 
Supplies and other expendable prop- tribal governments shall administer 

nrtv. subawards t o  nongovernmental enti- 
70.36- %tangible property. 
70.37 Prooertv trust relationshio. 

ties. 
- -  

5 70.2 Definitions. 
(a) Accrued expenditures means the 

70.40 Purpose of procurement standards. charges incurred by the recipient dur- 
ing a given period requiring the provi- 70.41 Recipient responsibilities. 

70.42 Codes of conduct. sion of funds for: 70.43 Competition. 
70.44 Procurement procedures. (1) Goods and other tangible property 

PROCUREMENT STANDARDS 

70.45 Cost and price analysis. received; 
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5 70.2 28 CFR Ch. I (7-147 Edition) 

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

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

(b) Accrued income means the sum of: 
(1) Earnings during a given period 

from 
(i) Services performed by the recipi- 

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

erty delivered t o  purchasers, and 
(2) Amounts becoming owed t o  the 

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

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

(d) Advance means a payment made 
by Treasury check or other appropriate 
payment mechanism to a recipient 
upon its request either before outlays 
are made by the recipient or through 
the use of predetermined payment 
schedules. 

(e) Award means financial assistance 
that provides support or stimulation to 
accomplish a public purpose. Awards 
include grants and other agreements in 
the form of money or property in lieu 
of money, by the Department to an eli- 
gible recipient. The term does not in- 
clude: Technical assistance, which pro- 
vides services instead of money; other 
assistance in the form of loans, loan 
guarantees, interest subsidies, or insur- 
ance; direct payments of any kind to 
individuals; and, contracts which are 
required to be entered into and admin- 
istered under procurement laws and 
regulations. 

(f) Cash contributions means the re- 
cipient's cash outlay, including the 
outlay of money contributed t o  the re- 
cipient by third parties. 

(g) Closeout means the process by 
which the  Department determines that 

258 

all applicable administrative actions 
and all required work of the award 
have been completed by the recipient 
and the Department. 

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

(i) Cost sharing or matching means the 
portion of project or program costs not 
borne by the Federal Government. 

(j) The Department refers to the 
United States Department of Justice 
awarding agencies, which include the 
Office of Justice Programs (OJP),  Com- 
munity Relation Service (CRS), United 
States Marshals Service (USMS), Na- 
tional Institute of Corrections ("IC), 
Office of Special Counsel (OSC), and 
the Civil Rights Division (CRD). 
(k) 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 the De- 
partment sponsorship ends. 

(1) Disallowed costs means those 
charges to an award that the Depart- 
ment determines t o  be unallowable, in 
accordance with the applicable Federal 
cost principles or other terms and con- 
ditions contained in the award. 

(m) Equipment 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 acquisition cost 
of $5000 or more per unit. However, con- 
sistent with recipient policy, lower 
limits may be established. 

(n) Excess proper& means property 
under the control of the Department 
that, as determined by the head there- 
of, is no longer required for its needs or 
the discharge of i ts  responsibilities. 
(0) Exempt property means tangible 

personal property acquired in whole or 
in part wi th  Federal funds, where the 
Department has statutory authority to 
vest title in the recipient without fur- 
ther obligation to the Federal Govern- 
ment. An example of exempt property 
authority is contained in the Federal 
Grant and Cooperative Agreement Act 
(31 U.S.C. 6306). for property acquired 
under an award to  conduct basic or a g  
plied research by a non-profit institu- 
tion of higher education or non-profit 

ATTACHMENT ___. . .ir! ____.____ 



Department of Justice 

organization whose principal purpose is 
conducting scientific research. 

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

(9) Federal share of real property, 
equipment, or supplies means tha t  per- 
centage of the property’s acquisition 
costs a n d  any improvement expendi- 
tures paid with Federal funds. 

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

( 8 )  Independent Research and Develop- 
ment costs means research and develop- 
ment conducted by an organization 
which is not sponsored by Federal or 
non-Federal awards, contracts, or 
other agreements. 

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

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

(v) Outlays or expenditures means 
charges made t o  the project or pro- 
gram. They may be reported on a cash 
or accrual basis. For reports prepared 
on a cash basis, outlays are the sum of 
cash disbursements for direct charges 
for goods and services, the amount of 
indirect expense charged, the value of 
third party in-kind contributions ap- 
plied and the amount of cash advances 
and payments made to subrecipients. 
For reports prepared on an accrual 
basis, outlays are the sum of cash dis- 
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 

0 70.2 

other property received, for services 
performed by employees, contractors, 
subrecipients a n d  other payees and 
other amounts becoming owed under 
programs for which no current services 
or performance are required. 
(w) Personal property means property 

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

proval by an authorized official evi- 
dencing prior consent. 

(y) 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 $70.24 (e) and (h)). 
Program income includes, but is not 
limited to, income from fees for serv- 
ices performed, the use or  rental of real 
or personal property acquired under 
Federally-funded projects, the sale of 
commodities or items fabricated under 
an award, license fees and royalties on 
patents and copyrights, interest on 
loans made with award funds, and in- 
come from asset forfeitures accounted 
for from the time of seizure. Interest 
earned on advances of Federal funds is 
not program income. Except as other- 
wise provided in the Department regu- 
lations or the terms and conditions of 
the award, program income does not 
include the receipt of principal on 
loans, rebates, credits, discounts, etc., 
or interest earned on any of them. 

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

established in the award document dur- 
ing which Federal sponsorship begins 
and ends. 

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

(cc) Real property means land, includ- 
ing land improvements, structures and 
appurtenances thereto, but excludes 
movable machinery and equipment. 
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5 70.2 28 CFR Ch. I (7-1-07 Edition) 

when provided by any legal agreement, 
even if the agreement is called a con- 
tract, but does not include procure- 
ment of goods and services nor does it 
include any form of assistance which is 
excluded from the definition of 
“award” in §70.2(e). 

(hh) Subrecipient means the legal en- 
t i ty  t o  which a subaward is made and 
which is accountable to the recipient 
for the use of the funds provided. The 
term may include foreign or inter- 
national organizations (such as agen- 
cies of the United Nations) at the dis- 
cretion of the Department. 

(ii) Supplies means all personal prop- 
erty excluding equipment, intangible 
property, and debt instruments as de- 
fined in this section, and inventions of 
a contractor conceived or first actually 
reduced to practice in the performance 
of work under a funding agreement 
(“subject inventions”), as defined in 37 
CFR part 401, “Rights t o  Inventions 
Made by Nonprofit Organizations and 
Small Business Firms Under Govern- 
ment Grants, Contracts, and Coopera- 
tive Agreements.” 

(jj) Suspension means an action by 
the Department that  temporarily with- 
draws the Department sponsorship 
under an award, pending corrective ac- 
tion by the recipient or pending a deci- 
sion to terminate the award by the De- 
partment. Suspension of an award is a 
separate action from suspension under 
the Department regulations imple- 
menting Exec. Order No. 12549 and 
12689, “Debarment and Suspension.” 

(kk) Termination means the cancella- 
tion of the Department sponsorship, in 
whole or in part, under an agreement 
at any time prior t o  the date of com- 
pletion. 

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

(mm) Unliquidated obligations, for fi- 
nancial reports prepared on a cash 
basis, means the amount of obligations 
incurred by the  recipient that  have not 
been paid. For reports prepared on an 

(dd) Recipient means an organization 
receiving financial assistance directly 
from the Department to carry out a 
project or program. The term includes 
public and private institutions of high- 
er education, public and private hos- 
pitals, and other quasi-public and pri- 
vate non-profit organizations such as, 
but not limited to, community action 
agencies, research institutes, edu- 
cational associations, and health cen- 
ters. The term may include commer- 
cial organizations, foreign o r  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 
Department. The term does not include 
government-owned contractor-operated 
facilities or research centers providing 
continued support for mission-oriented, 
large-scale programs that are govern- 
ment-owned or controlled, or are de- 
signed as Federally-funded research 
and development centers. 

(ee) Research and development means 
all research activities, both basic and 
applied, and all development activities 
that are supported at universities, col- 
leges, and other non-profit institu- 
tions. Research is defined as a system- 
-atic study directed toward fuller sci- 
entific knowledge or understanding of 
the subject studied. “Development” is 
the systematic use of knowledge and 
understanding gained from research di- 
rected toward the production of useful 
materials, devices, systems, or meth- 
ods, including design and development 
of prototypes and processes. The term 
research also includes activities in- 
volving the training of individuals in 
research techniques where such activi- 
ties utilize the same facilities as other 
research and development activities 
and where such activities are not in- 
cluded in the instruction function. 
(ff) Small awards means a grant or co- 

operative agreement not exceeding the 
simplified acquisition threshold fixed 
at 41 U.S.C. 403(11) (currently 5100,000). 

(gg) Subaward means an award of fi- 
nancial assistance in the form of 
money, or property in lieu of money, 
made under an award by a recipient to 
an eligible subrecipient or by a sub- 
recipient t o  a lower tier subrecipient. 
The term includes financial assistance 

260 

-. . . . . 

AITACHMENT -..._.. ......_. 1 PA= ....!k... OF k. PAGES 



Department of Justice 

accrued expenditure basis, they rep- 
resent the amount of obligations in- 
curred by the recipient for which an 
outlay has not been recorded. 
(nn) Unobligated balance means the 

portion of the funds authorized by the 
Department that has not been obli- 
gated by the recipient and is deter- 
mined by deducting the cumulative ob- 
ligations from the cumulative funds 
authorized. 
(00) Unrecovered indirect cost means 

the difference between the amount 
awarded and the amount which could 
have been awarded under the recipi- 
ent’s approved negotiated indirect cost 
rate. 

(pp) Working capital advance means a 
procedure where by funds are advanced 
to the recipient to cover its estimated 
disbursement needs for a given initial 
period. 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57931, Nov. 24, 19951 

8 70.3 Effect on other issuances. 
For awards subject to this part, all 

administrative requirements of codi- 
fied program regulations, program 
manuals, handbooks and other non- 
regulatory materials which are incon- 
sistent with the requirements of this 
part shall be superseded, except to the 
extent they are required by statute, or 
authorized in accordance with the devi- 
ations provision in $70.4.  

8 70.4 Deviations. 
OMB, after consultation with the De- 

partment’s Division of Financial Man- 
agement and Grants Administration 
may grant exceptions for classes of 
grants or recipients subject t o  the re- 
quirements of this part when excep- 
tions are not prohibited by statute. 
However, in the interest of maximum 
uniformity, exceptions from the re- 
quirements of this part shall be per- 
mitted only in unusual circumstances. 
The Department shall apply more re- 
strictive requirements to a class of re- 
cipients when approved by OMB. The 
Department may apply less restrictive 
requirements when awarding small 
awards, except for those requirements 
which are statutory. Exceptions on a 
case-by-case basis may also be made by 
Department. 

570.1 1 

570.5 Subawards. 
Unless sections of this part specifi- 

cally exclude subrecipients from cov- 
erage, all of the Department’s recipi- 
ents, including State and local govern- 
ments, shall apply the provisions of 
this part 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 subrecipients are subject to the 
provisions of regulations implementing 
the grants management common rule, 
“Uniform Administrative Require- 
ments for Grants and Cooperative 
Agreements to State and Local Gov- 
ernments,’’ published at 28 CFR part 66 
(March 11, 1988). 

Subpart B-Pre-Award 
Requirements 

570.10 Purpose. 
Sections 70.11 through 70.11 prescribe 

forms and instructions and other pre- 
award matters to be used in applying 
for the Department’s awards. 

5 70.11 Pre-award policies. 
(a) Use of grants and cooperative agree- 

ments, and contracts. In each instance, 
the Department shall decide on the ap- 
propriate award instrument (Le., grant, 
cooperative agreement, or contract). 
The Federal Grant and Cooperative 
Agreement Act (31 U.S.C. 6301-08) gov- 
erns the use of grants, cooperative 
agreements and contracts. A grant o r  
cooperative agreement shall be used 
only when the principal purpose of a 
transaction is to accomplish a public 
purpose of support or stimulation au- 
thorized by Federal statute. The statu- 
tory criterion for choosing between 
grants and cooperative agreements is 
that for the latter, “substantial in- 
volvement is expected between the ex- 
ecutive agency and the State, local 
government, or other recipient when 
carrying out the activity contemplated 
in the agreement.” Contracts shall be 
used when the principal purpose is ac- 
quisition of property or services for  the 
direct benefit or use of the Federal 
Government. 

(b) Public notice and prioritg settmng. 
The Department shall notify the public 
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of its intended funding priorities for 
discretionary grant programs, unless 
funding priorities are established by 
Federal statute. 
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nature of the additional requirements, 
the reason why the additional require- 
ments are being imposed, the nature of 
the corrective action needed, the time 
allowed for completing the corrective 
actions, and the method for requesting 
reconsideration of the additional re- 
quirements imposed. Any special con- 
ditions will be promptly removed once 
the conditions that prompted them 
have been corrected. 

8 70.16 Metric system of measurement. 
The Metric Conversion Act, as 

amended by the Omnibus Trade and 
Competitiveness Act (15 U.S.C. 205) de- 
clares that the metric system is the 
preferred measurement system for U.S. 
trade and commerce. The Act requires 
each Federal agency to establish a date 
or dates in consultation with the Sec- 
retary of Commerce, when the metric 
system of measurement will be used in 
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. 
The Department will follow the provi- 
sions of Exec. Order No. 12770, “Metric 
Usage in Federal Government Pro- 
grams.’’ 

8 70.16 Resource Conservation and Re- 
covery Act (RCRA) (Pub. L.. 94-580 
codified at 42 U.S.C. 6962). 

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 
6002. Section 6002 requires that pref- 
erence be given in procurement pro- 
grams to the purchase of specific prod- 
ucts containing recycled materials 
identified in guidelines developed by 
the Environmental Protection Agency 
(EPA) (40 CFR parts 247-254). Accord- 
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 FederaI 
funds to the purchase of recycled prod- 
ucts pursuant to the EPA guidelines. 

570.12 Forms for applying for Federal 

(a) The Department shall comply 
with the applicable report clearance re- 
quirements of 5 CFR part 1320, “Con- 
trolling Paperwork Burdens on the 
Public,” with regard to  all forms used 
by the Department as a supplement to 
the Standard Form 424 (SF424) series. 

(b) Applicants shall use the SF-424 
series and instructions prescribed by 
the Department. 

(c) For the Department’s programs 
covered by Exec. Order No. 12372, 
“Intergovernmental Review of Federal 
Programs,” the applicant shall com- 
plete the appropriate sections of the 
SF-424 (Application for Federal Assist- 
ance) indicating whether the applica- 
tion was subject to review by the State 
Single Point of Contact (SPOC). The 
name and address of the SPOC for a 
particular State can be obtained from 
the “Catalog of Federal Domestic As- 
sistance.” The SPOC shall advise the 
applicant whether the program for 
which application is made has been se- 
lected by that State for review. 

assistance. 

8 70.13 Debarment and suspension. 
Recipients shall comply with the 

nonprocurement debarment and sus- 
pension common rule implementing 
Exec. Order No. 12549 and 12689, “De- 
barment and Suspension.” This com- 
mon rule restricts subawards and con- 
tracts with certain parties that are 
debarred, suspended or otherwise ex- 
cluded from or ineligible for participa- 
tion in Federal assistance programs or 
activities. 

570.14 Special award conditions. 
If an applicant or recipient: Has a 

history of poor performance, Is not fi- 
nancially stable, Has a management 
system that does not meet the stand- 
ards prescribed in this part, Has not 
conformed to the terms and conditions 
of a previous award, or Is not otherwise 
responsible, the Department will im- 
pose additional requirements as need- 
ed, provided that such applicant or re- 
cipient is notified in writing as to: The 
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§ 70.17 Certifications and representa- 

Unless prohibited by statute or codi- 
fied regulation, the Department will 
allow recipients to submit certifi- 
cations and representations required 
by statute, executive order, or regula- 
tion on an annual basis, if  the recipi- 
ents have ongoing and continuing rela- 
tionships with the agency. Annual cer- 
tifications and representations must be 
signed by responsible officials with the 
authority to ensure recipients’ compli- 
ance with the pertinent requirements. 

tions. 

Subpart C-Post-Award 
Requirements 

FINANC~AL AND PROGRAM MANAGEMENT 

§70.20 Purpose of financial and pro- 

Sections 70.21 through 70.28 prescribe 
standards for financial management 
systems, methods for making pay- 
ments and rules for: Satisfying cost 
sharing and matching requirements, 
accounting for program income, budget 
revision approvals, making audits, de- 
termining allowability of cost, and es- 
tablishing fund availability. 

$70.21 Standards for financial man- 

(a) Recipients must relate financial 
data t o  performance data and develop- 
ment unit cost information whenever 
practical. 

(b) Recipients’ financial management 
systems must provide for the following: 
(1) Accurate, current and complete 

disclosure of the financial results of 
each Federally-sponsored project or 
program in accordance with the report- 
ing requirements set forth in 170.52. 
When the Department requires report- 
ing on an  accrual basis from a recipient 
that maintains i ts  records on other 
than an  accrual basis, the recipient 
will not be required t o  establish an ac- 
crual accounting system. These recipi- 
ents may develop such accrual data for 
its reports on the basis of an  analysis 
of the documentation on hand. 

(2) Records that identify adequately 
the source and application of funds for 
Federally-sponsored activities. These 
records must contain information per- 
taining t o  Federal awards, authoriza- 

gram management. 

agement systems. 

5 70.21 

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

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

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

the time elapsing between the transfer 
of funds t o  the recipient from the U.S. 
Treasury and the issuance or redemp- 
tion of checks, warrants or payments 
by other means for program purposes 
by the recipient. To the extent tha t  the 
provisions of the Cash Management Im- 
provement Act (CMIA) (Pub. L. 101-453) 
govern, payment methods of State 
agencies, instrumentalities, and fiscal 
agents must 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 
Federal cost principles and the terms 
and conditions of the award. 
(7) Accounting records including cost 

accounting records that are supported 
by source documentation. 

(c) The Department, at its discretion, 
may require adequate bonding and in- 
surance if the bonding and insurance 
requirements of the recipient are not 
deemed adequate t o  protect the  inter- 
est of the Federal Government. 

(d) The Department will require ade- 
quate fidelity bond coverage when the 
recipient lacks sufficient coverage t o  
protect the Federal Government’s in- 
terest. 

(e) Where bonds are required in the 
situations described above, the bonds 
must be obtained from companies hold- 
ing certificates of authority as accept- 
able sureties, as prescribed in 31 CFR 
part 223, “Surety Companies Doing 
Business with the United States.” 
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8 70.22 Paymeut. 
(a) Payment methods must minimize 

the time elapsing between the transfer 
of funds from the United States Treas- 
ury and the issuance or redemption of 
checks, warrants, or payment by other 
means by the recipients. Payment 
methods of State agencies or instru- 
mentalities must be consistent with 
Treasury-State CMIA agreements or 
default procedures codified at 31 CFR 
part 205. 

(b) Recipients may be paid in ad- 
vance, provided they maintain or dem- 
onstrate the willingness to maintain 
written procedures that minimize the 
time elapsing between the transfer of 
funds and disbursement by the recipi- 
ent, and financial management sys- 
tems that meet the standards for fund 
control and accountability as estab- 
lished in 970.21. Cash advances to a re- 
cipient organization will be limited to 
the minimum amounts needed and be 
timed to be in accordance with the ac- 
tual, immediate cash requirements of 
the recipient organization in carrying 
out the purpose of the approved pro- 
gram or project. The timing and 
amount of cash advances must be as 
close as is administratively feasible to 
the actual disbursements by the recipi- 
ent oPganlzation for direct program or 
project costs and the proportionate 
share of any allowable indirect costs. 

(c) Whenever possible, advances will 
be consolidated to cover anticipated 
cash needs for all awards made by the 
Department to the recipient. 
(1) Advance payment mechanisms in- 

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

(2) Advance payment mechanisms are 
subject to 31 CFR part 205. 
(3) Recipients may be authorized to 

submit requests for advances and reim- 
bursements at least monthly when 
electronic fund transfers are not used. 

(d) Requests for Treasury check ad- 
vance payment must be submitted on 
SF-270, “Request for Advance or Reim- 
bursement.” 

(e) Reimbursement is the method 
that will be used when the require- 
ments in paragraph (b) of this section 
cannot be met. The Department may 
also use this method on any construc- 
tion agreement, or if the major portion 
of the construction project is accom- 

~ 
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plished through private market financ- 
ing or Federal loans, and the Federal 
assistance constitutes a minor portion 
of the project. 

(1) When the reimbursement method 
is used, the Department will make pay- 
ment within 30 days after receipt of the 
billing, unless the billing is improper. 

(2) Recipients will be authorized t o  
submit requests for reimbursement a t  
least monthly when electronic funds 
transfers are not used. 

(f) If a recipient cannot meet the cri- 
teria for advance payments and the De- 
partment has determined that reim- 
bursement is not feasible because the 
recipient lacks sufficient working cap- 
ital, the Department may provide cash 
on a working capital advance basis. 
Under this procedure, the Department 
will advance cash to the recipient to 
cover its estimated disbursement needs 
for an initial period generally geared 
to the awardee’s disbursing cycle. 
Thereafter, the Department will reim- 
burse the recipient for its actual cash 
disbursements. The working capital ad- 
vance method of payment will not be 
used for recipients unwilling or unable 
to provide timely advances to their 
subrecipient to meet the subrecipient’s 
actual cash disbursements. 
. -(g) To the extent available, recipi- 
ents must disburse funds available 
from repayments t o  and interest 
earned on a revolving fund, program in- 
come, rebates, refunds, contract settle- 
ments, audit recoveries and interest 
earned on such funds  before requesting 
additional cash payments. 

(h) Unless otherwise required by stat- 
ute, the Department will not withhold 
payments for proper charges made by 
recipients at any time during the 
project period unless paragraph (h) (1) 
or (2) of this section apply. 

(1) A recipient has failed t o  comply 
with the project objectives, the terms 
and conditions of the award, or the De- 
partment’s reporting requirements. 

(2) The recipient or  subrecipient is 
delinquent in a debt to the United 
States as defined in OMB Circular A- 
129, “Managing Federal Credit Pro- 
grams.” Under such conditions, the De- 
partment may, upon reasonable notice, 
inform the recipient that  payments 
must not be made for obligations in- 
curred after a specified date until the 
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conditions are corrected or the indebt- 
edness t o  the Federal Government is 
liquidated. 

(i) 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 (i)(2) of this section, the De- 
partment will not require separate de- 
pository accounts for funds provided to 
a recipient or establish any eligibility 
requirements for depositories for funds 
provided to  a recipient. However, re- 
cipients must be able to account for 
the receipt, obligation and expenditure 
of funds. 

(2) Advances of the Department funds 
must be deposited and maintained in 
insured accounts whenever possible. 

(j ) Consistent with the national goal 
of expanding the opportunities for 
women-owned and minority-owned 
business enterprises, recipients are en- 
couraged to use women-owned and mi- 
nority-owned banks (a bank which is 
owned at least fifty percent by women 
or minority group members). 
(k) Recipients must maintain ad- 

vances of the Department’s funds in in- 
terest bearing accounts, unless para- 
graphs (k) (11,. (2) o r  (3) of this section 
apply. 
(1) The recipient receives less than 

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

terest bearing account would not be ex- 
pected t o  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 do 
not apply, interest earned on Federal 
advances deposited in interest bearing 
accounts must be remitted annually to 
Department of Health and Human 
Services, (EELS), Payment Management 
System, P.O. Box 6021, Rockville, MD 
20852. Interest amounts up to $250 per 
year may be retained by the recipient 
for administrative expense. State uni- 
versities and hospitals must comply 
with CMIA, as it pertains to interest. If 
an entity subject t o  CMIA uses its own 
funds to pay pre-award costs for discre- 
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tionary awards without prior written 
approval from the Department, it 
waives its right to recover the interest 
under CMIA. In keeping w i t h  Elec- 
tronic Funds Transfer rules, (31 CFR 
part 206), interest should be remitted 
to the HHS Payment Management Sys- 
tem through an electronic medium 
such as the FEDWIRE Deposit System. 
Recipients which do not have this ca- 
pability should use a check. 

(m) Recipients must use the SF-270, 
Request for Advance or Reimburse- 
ment or other standard form for all 
nonconstruction programs when elec- 
tronic funds transfer is not used. 
[Order No. 19W95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57931, Nov. 24, 19951 

5 70.23 Cost sharing or matching. 
(a) All contributions, including cash 

and third party in-kind, will be accept- 
ed as part of the recipient’s cost shar- 
ing or matching when such contribu- 
tions meet all of the following criteria. 

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

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

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

(4) 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. 

(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 Department. 

(c) Values for recipient contributions 
of services and property must be estab- 
lished in accordance with the applica- 
ble cost principles. If the Department 
authorizes recipients to donate build- 
ings or land for construction/facilities 
acquisition projects o r  long-term use, 
the value of the donated property for 
cost sharing or matching must be the 
lesser of paragraph (c) (1) or (2) of this 
section. 
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(1) The certified value of the remain- 
ing life of the property recorded in the 
recipient’s accounting records at the 
time of donation. 

(2) The current fair market value. 
However, when there is sufficient jus- 
tification, the Department may ap- 
prove the use of the current fair mar- 
ket value of the donated property, even 
i f  it exceeds the certified value at the 
time of donation t o  the project. 

(d) Volunteer services furnished by 
professional and technical personnel, 
consultants, and other skilled and un- 
skilled labor may be counted as cost 
sharing or matching if the service is an 
integral and necessary part of an  ap- 
proved project or program. Rates for 
volunteer services must 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 must 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 benefits that are rea- 
sonable, allowable, and allocable may 
be included in the valuation. 

(e) When an employer other than the 
recipient furnishes the services of an 
employee, these services must be val- 
ued at the employee’s regular rate of 
pay (plus an amount of fringe benefits 
that are reasonable, allowable, and al- 
locable, but exclusive of overhead 
costs), provided these services are in 
the same skills for which the employee 
would normally be paid. 

(f) Donated supplies may include 
such items as expendable equipment, 
office supplies, laboratory supplies or 
workshop and classroom supplies. 
Value assessed to donated supplies in- 
cluded in the cost sharing or matching 
share must be reasonable and must not 
exceed the fair market value of the 
property at the time of the donation. 
(9) The method used for determining 

cost sharing or matching for donated 
equipment, buildings and land for 
which title passes to the recipient may 
differ according to the purpose of the 
award, if paragraph (g) (1) or  (2) of this 
section apply. 

(1) If the purpose of the award is to 
assist the recipient in the acquisition 
of equipment, buildings o r  land, the 
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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 equipment, buildings or land, nor- 
mally only depreciation or use charges 
for equipment and buildings 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 Department has ap- 
proved the charges. 

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

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

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

(3) The value of donated space must 
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 equipment 
must not exceed its fair rental value. 
(5) The following requirements per- 

tain to  the recipient’s supporting 
records for in-kind contributions from 
third parties. 

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

(ii) The basis for determining the 
valuation for personal service, mate- 
rial, equipment, buildings and land 
must be documented. 

5 7024  Program income. 
(a) The standards set forth in this 

section requiring recipient organiza- 
tions to account for program income 
related to projects financed in whole or 
in part with Department funds. 
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(b) Except as provided in paragraph 
(h) of this section, program income 
earned during the project period must 
be retained by the recipient and, in ac- 
cordance with the Department regula- 
tions or the terms and conditions of 
the award, must be used in one or more 
of the ways listed in the following: 

(1) Added t o  funds committed t o  the 
project by the Department and recipi- 
ent and used t o  further eligible project 
or program objectives. 

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

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

(c) When the Department authorizes 
the disposition of program income as 
described in paragraphs (b)(l) or (b)(2), 
of this section, program income in ex- 
cess of any limits stipulated must be 
used in accordance with paragraph 
(b)(3) of this section. 

(d) In the event that the Department 
does not specify in its regulations or 
the terms and conditions of the award 
how program income is to be used, 
paragraph (b)(3), of this section applies 
automatically to all projects or pro- 
grams. 

(e) Unless the Department’s regula- 
tions or the terms and conditions of 
the award provide otherwise, recipients 
will have no obligation t o  the Federal 
Government regarding program income 
earned after the end of the project pe- 
riod. 

(f) If  authorized by the terms and 
conditions of the award, costs incident 
to  the generation of program income 
may be deducted from gross income to 
determine program income, provided 
these costs have not been charged to 
the award. 

(9) Proceeds from the sale of property 
must be handled in accordance with 
the requirements of the Property 
Standards (See 0s 70.30 through 70.37). 

(h) Unless the terms and conditions 
of the award provide otherwise, recipi- 
ents will have no obligation t o  the Fed- 
eral Government with respect to  pro- 
gram income earned from license fees 
and royalties for copyrighted material, 
patents, patent applications, trade- 
marks, and inventions produced under 
an award. However, Patent and Trade- 
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mark Amendments (35 U.S.C. 18) apply 
t o  inventions made under an experi- 
mental, developmental, or research 
award. 

(i) Recipients must account for seized 
assets from the date of seizure until 
forfeiture and liquidation of funds 
occur. 

$70.26 Revision of budget and pro- 

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

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

(c) For nonconstruction awards, re- 
cipients must request in writing prior 
approval from the Department for one 
or more of the following program or  
budget related reasons: 

(1) Change in the scope or the objec- 
tive of the project or program (even if 
there is no associated budget revision 
requiring prior written approval). 

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

(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. 

(5) The transfer of amounts budgeted 
for indirect costs to  absorb increases in 
direct costs, or vice versa, approval is 
required by the Department. 
(6) The inclusion, unless waived by 

the Department, of costs that  require 
prior approval in accordance with OMB 
Circular A-21, “Cost Principles for In- 
stitutions of Higher Education,” OMB 
Circular A-122, “Cost Principles for 
Non-Profit Organizations,” or  45 CFR 
part 74 appendix E, “Principles for De- 
termining Costs Applicable to  Research 
and Development under Grants and 
Contracts with Hospitals,” or  48 CFR 

gram plans. 
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part 31, “Contract Cost Principles and 
Procedures,” as applicable. 

(7) The transfer of funds allotted for 
training allowances (direct payment to 
trainees) to  other categories of ex- 
pense. 

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

(d) The Department restricts the 
transfer of funds among direct cost cat- 
egories or programs, functions and ac- 
tivities, without prior written approval 
for awards in which the Federal share 
of the project exceeds $100,000 and the 
cumulative amount of such transfers 
exceeds or is expected to exceed ten 
percent of the total budget as last ap- 
proved by the Department. The Depart- 
ment will not permit a transfer that 
would cause any Federal appropriation 
or part thereof to be used for purposes 
other than those consistent with the 
original intent of the appropriation. 

(e) All other changes t o  nonconstruc- 
tion budgets, except for the changes de- 
scribed in paragraph (g) of this section, 
do not require prior approval. 

(0 For construction awards, recipi- 
ents must request prior written ap- 
proval promptly from the Department 
for budget revisions whenever para- 
graph (0 (l), (2) or (3) of this section 
apply. 
(1) The revision results from changes 

in the scope or the objective of the 
project or program. 

(2) The need arises for additional De- 
partment funds to complete the 
project. 

(3) A revision is desired which in- 
volves specific costs for which prior 
written approval requirements may be 
imposed consistent with applicable 
OMB cost principles listed in $70.27. 

(g) When the Department makes an 
award that provides support for both 
construction and nonconstruction 
work, the Department will require the 
recipient to request prior approval 
from the Department before making 
any fund or budget transfers between 
the two types of work supported. 

(h) For both construction and non- 
construction awards, the Department 
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will  require recipients t o  notify the De- 
partment in writing promptly when- 
ever the amount of Federal authorized 
funds is expected to exceed the needs of 
the recipient for the project period by 
more than $5000 or five percent of the 
award, whichever is greater. This noti- 
fication will not be required if  an  appli- 
cation for additional funding is sub- 
mitted for a continuation award. 

(i) When requesting approval for 
budget revisions, recipients must use 
the budget forms that were used in the 
application unless the Department in- 
dicates a letter of request suffices. 

(j) Within thirty calendar days from 
the date of receipt of the request for 
budget revisions, the Department will 
review the request and notify the re- 
cipient whether the budget revisions 
have been approved. If the revision is 
still under consideration at the end of 
thirty calendar days, the Department 
will inform the recipient in writing of 
the date when the recipient may expect 
the decision. 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57931, Nov. 24. 19951 

5 10.26 Non-Federal audits. 
. .(a) Recipients and subrecipients that 
are institutions of higher education or 
other non-profit organizations (includ- 
ing hospitals) shall be subject to the 
audit requirements contained in the 
Single Audit Act Amendments of 1996 
(31 U.S.C. 7501-7507) and revised OMB 
Circular A-133, “Audits of States, 
Local Governments, and Non-Proflt Or- 
ganizations.” 

(b) State and local governments shall 
be subject to the audit requirements 
contained in the Single Audit Act 
Amendments of 1996 (31 U.S.C. 7501- 
7507) and revised 0- Circular A-133, 
“Audits of States, Local Governments, 
and Non-Profit Organizations.” 

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

(d) Commercial organizations must 
follow the audit threshold in revised 
OMB Circular A-133 in determining 
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whether to  conduct an audit in accord- 
ance with Government Auditing Stand- 
ards. 
[SZ FR 45939, 45942, Aug. 29, 19971 

9 70.27 Allowable costs. 
(a) For each kind of recipient, there 

is a set of Federal principles for deter- 
mining allowable costs. Allowability of 
costs must be determined in accord- 
ance with the cost principles applicable 
to the entity incurring the costs. Thus, 
allowability of costs incurred by State, 
local or Federally-recognized Indian 
tribal governments is determined in 
accordance with the provisions of OMB 
Circular A-87, “Cost Principles for 
State and Local Governments.” The al- 
lowability of costs incurred by non- 
profit organizations is  determined in 
accordance with the provisions of OMB 
Circular A-122, “Cost Principles for 
Non-Profit Organizations.” The allow- 
ability of costs incurred by institutions 
of higher education is determined in 
accordance with the provisions of OMB 
Circular A-21, “Cost Principles for 
Educational Institutions.” The allow- 
ability of costs incurred by commercial 
organizations and those non-profit or- 
ganizations listed in Attachment C to 
Circular A-122 is determined in accord- 
ance with the provisions of the Federal 
Acquisition Regulation (FAR) at 48 
CFR part 31. 

(b) OMB Circular A-122 does not 
cover the treatment of bid and proposal 
costs or independent research and de- 
velopment costs. The following rules 
apply t o  these costs for non-profit or- 
ganizations subject t o  the Circular. 

(1) Bid and proposal costs. Bid and pro- 
posal costs are the immediate costs of 
preparing bids, proposals, and applica- 
tions for Federal and non-Federal 
awards, contracts, and agreements, in- 
cluding the development of scientific, 
costs, and other data needed t o  support 
the bids, proposals, and applications. 
Bid and proposal costs of the current 
accounting period are all allowable as 
indirect costs. Bid and proposal costs 
of past accounting periods are unallow- 
able in the current period. However, if 
the recipient’s established practice is 
to  treat these costs by some other 
method, they may be accepted i f  they 
are found to be reasonable and equi- 
table. Bid and proposal costs do not in- 
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clude independent research and devel- 
opment costs covered by paragraph 
(b)(2) of this section, or preaward costs 
covered by Attachment B, Paragraph 
33 of OMB Circular A-122. 

(2) Independent Research and Develop- 
ment costs. Independent research and 
development shall must be allocated 
its proportionate share of indirect 
costs on the same basis as the alloca- 
tion of indirect costs to sponsored re- 
search and development. The costs of 
independent research and development, 
including its proportionate share of in- 
direct costs, are unallowable. 

8 70.28 Period of availability of funds. 
Where a funding period is specified, a 

recipient must charge t o  the grant 
only allowable costs resulting from ob- 
ligations incurred during the funding 
period and any pre-award costs author- 
ized by the Department. 

PROPERTY STANDARDS 

5 70.30 Purpose of property standards. 
Sections 70.31 through 70.3’7 sets forth 

uniform standards governing manage- 
ment and disposition of property fur- 
nished by the Federal Government 
whose cost was  charged t o  a project 
supported by a Federal award. The De- 
partment will require recipients to ob- 
serve these standards under awards and 
will not impose additional require- 
ments, unless specifically required by 
Federal statute. The recipient may use 
its own property management stand- 
ards and procedures provided it ob- 
serves the provisions of $570.31 through 
70.37. 

8 70.31 Insurance coverage. 
Recipients must, at a minimum, pro- 

vide the equivalent insurance coverage 
for real property and equipment ac- 
quired with Federal funds as provided 
t o  property owned by the recipient. 
Federally-owned property need not be 
insured unless required by the terms 
and conditions of the award. 

8 70.32 Real property. 
(a) Title t o  real property will vest in 

the recipient subject to the condition 
that the recipient use the real property 
for the authorized purpose of the 
project as long as it is needed and will 
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not encumber the property without ap- 
proval of the Department. 

(b) The recipient must obtain written 
approval by the Department for the use 
of real property in other Federally- 
sponsored projects when the recipient 
determines that the property is no 
longer needed for the purpose of the 
original project. Use in other projects 
will be limited to those under Feder- 
ally-sponsored projects (i.e,, awards) or 
programs that have purposes con- 
sistent with those authorized for sup- 
port by the Department. 

(c) When the real property is no 
longer needed as provided in para- 
graphs (a) and (b) of this section, the 
recipient must request disposition in- 
structions from the Department. The 
Department will observe one or more of 
the following disposition instructions. 
(1) The recipient may be permitted t o  

retain title without further obligation 
to the Federal Government after it 
compensates the Federal Government 
for that  percentage of the current fair 
market value of the property attrib- 
utable to the Federal participation in 
the project. 

(2) The recipient may be directed t o  
sell the property under guidelines pro- 
vided by the Department and pay the 
Federal Government for that  percent- 
age of the current fair market value of 
the property attributable to the Fed- 
eral participation in the project (after 
deducting actual and reasonable selling 
and fix-up expenses, if any, from the 
sales proceeds). When the recipient is 
authorized or required to  sell the prop- 
erty, proper sales procedures must be 
established that provide for competi- 
tion t o  the extent practicable and re- 
sult in the highest possible return. 

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

8 70.33 Federally-owned and exempt 

(a) Federally-owned property. (I) Title 
to Federally-owned property remains 
vested in the Federal Government. Re- 
cipients may be required by the terms 

property. 
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and conditions of the award, to submit 
annually an inventory listing of Feder- 
ally-owned property in their custody t o  
the Department. Upon completion of 
the award or when the property is no 
longer needed, the recipient must re- 
port the property to the Department 
for further Federal agency utilization. 
(2) If the Department has no further 

need for the property, i t  will be de- 
clared excess and reported to  the Gen- 
eral Services Administration, unless 
the Department has statutory author- 
ity to dispose of the property by alter- 
native methods (e.g., the authority 
provided by the Federal Technology 
Transfer Act (15 U.S.C. 3710 (I)) t o  do- 
nate research equipment t o  edu- 
cational and non-profit organizations 
in accordance with Exec. Order No. 
12821, “Improving Mathematics and 
Science Education in Support of the 
National Education Goals.”) Appro- 
priate instructions shall be issued to  
the recipient by the Department. 

(b) Exempt property. When statutory 
authority exists, the Department may 
vest title to property acquired with 
Federal funds in the recipient without 
further obligation to the Federal Gov- 
ernment when such property is “ex- 
empt property.” 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 5’7932, Nov. 24, 19951 

8 70.34 Equipment. 
(a) Title to equipment acquired by a 

recipient with Federal funds will vest 
in the recipient, subject t o  conditions 
of this section. 

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

(c) The recipient must use the equip- 
ment in the project or program for 
which it was acquired as long as need- 
ed, whether or not the project or pro- 
gram continues to be supported by Fed- 
eral funds and must not encumber the 
property without approval of the De- 
partment. When no longer needed for 
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the original project or program, the re- 
cipient must use the equipment in con- 
nection with i ts  other Federally-spon- 
sored activities, in the following order 
of priority: 

(1) Activities sponsored by the De- 
partment 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 
must make it available for use on other 
projects or programs if such other use 
will not interfere with the work on the 
project or program for which the equip- 
ment was originally acquired. First 
preference for such other use must be 
given t o  other projects o r  programs 
sponsored by the Department. Second 
preference must be given t o  projects or 
programs sponsored by other Federal 
awarding agencies. If the equipment is 
owned by the Federal Government, use 
on other activities not sponsored by 
the Federal Government may be per- 
missible if authorized in writing by the 
Department. User charges must be 
treated as program income. 

(e) When acquiring replacement 
equipment, the recipient may use the 
equipment to be replaced as trade-in or 
sell the equipment and use the pro- 
ceeds to offset the costs of the replace- 
ment equipment subject to the written 
approval of the Department. 

( f )  The recipient’s property manage- 
ment standards for equipment acquired 
with Federal funds and Federally- 
owned equipment must include all of 
the following: 

(1) Equipment records must be main- 
tained accurately and must include the 
following information: 

(i) A description of the equipment. 
(ii) Manufacturer’s serial number, 

model number, Federal stock number, 
national stock number, or other identi- 
fication number. 

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

(iv) 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 
calculate the percentage of Federal 
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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. 

(viii) Unit acquisition cost. 
(ix) Ultimate disposition data, in- 

cluding date of disposal and sales price 
or the method used to determine cur- 
rent fair market value where a recipi- 
ent compensates the Department for 
i ts  share. 

(2) Equipment owned by the Federal 
Government must be identified to indi- 
cate Federal ownership. 

(3) A physical inventory of equipment 
must be taken and the results rec- 
onciled with the equipment records an- 
nually. Any differences between quan- 
tities determined by the physical in- 
spection and those shown in the ac- 
counting records must be investigated 
to  determine the causes of the dif- 
ference. The recipient must, in connec- 
tion with the inventory, verify the ex- 
istence, current utilization, and con- 
tinued need for the equipment. 

(4) A control system must be in effect 
t o  insure adequate safeguards to pre- 
vent loss, damage, or theft of the 
equipment. Any loss, damage, or theft 
of equipment must be investigated and 
fully documented; if the equipment was 
owned by the Federal Government, the 
recipient must promptly notify the De- 
partment. 

(5) Adequate maintenance procedures 
must be implemented to keep the 
equipment in good condition. 

(6) Where the recipient is authorized 
or required t o  sell the equipment, prop- 
er sales procedures must be established 
which provide for competition t o  the 
extent practicable and result in the 
highest possible return. 

(g) When the recipient no longer 
needs the equipment, the equipment 
may be used for other activities in ac- 
cordance with the following standards. 
For equipment with a current per unit 
fair market value of $5,000 or more, the 
recipient may retain the equipment for 
other uses provided that compensation 
is made to the Department or i ts  suc- 
cessor. The amount of compensation 
must be computed by applying the per- 
centage of Federal participation in the 
cost of the original project or  program 
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erwise made known to the recipient in 
writing. 

(ii) The Department will issue dis- 
position instructions within 120 cal- 
endar days after receipt of a final in- 
ventory. The final inventory must list 
all equipment acquired with grant 
funds and Federally-owned equipment. 
If the Department fails to issue disposi- 
tion instructions within the 120 cal- 
endar day period, the recipient may 
apply the standards of this section, as 
appropriate. 

(iii) When the Department exercises 
its right to take title, the equipment is 
subject to the provisions for Federally- 
owned equipment. 

§ 70.35 Supplies and other expendable 
property. 

(a) Title to supplies and other ex- 
pendable property vests in the recipi- 
ent upon acquisition. If there is a resid- 
ual inventory of unused supplies ex- 
ceeding $5000 in total  aggregate value 
upon termination or completion of the 
project or program and the supplies are 
not needed for any other Federally- 
sponsored project or program, the re- 
cipient may retain the supplies for use 
on non-Federal sponsored activities o r  
sell them, but must, in either case, 
compensate the Federal Government 
for its share. The amount of compensa- 
tion must be computer in the same 
manner as for equipment. 

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

5 70.36 Intangible property. 
(a) The recipient may copyright any 

work that is subject to copyright and 
was developed, or for which ownership 
was purchased, under an award. The 
Department reserves a royalty-free, 
nonexclusive and irrevocable right to 
reproduce, publish, or otherwise use 
the work for Federal purposes, and to 
authorize others to do so. 

(b) Recipients are subject t o  applica- 
ble regulations governing patents and 
inventions, including government-wide 

to the current fair market value of the 
equipment. If the recipient has no need 
for the equipment, the recipient must 
request disposition instructions from 
the Department. The Department will 
determine whether the equipment can 
be used to meet the agency's require- 
ments. If no requirement exists within 
that agency, the availability of the 
equipment must be reported t o  the 
General Services Administration by 
the Department to determine whether 
a requirement for the equipment exists 
in other Federal agencies. The Depart- 
ment will issue instructions to the re- 
cipient no later than 1% calendar days 
after the recipient's request and the 
following procedures will govern. 

(1) If so instructed or i f  disposition 
instructions are not issued within 120 
calendar days after the recipient's re- 
quest, the recipient may sell the equip- 
ment and reimburse the Department an 
amount computed by applying to the 
sales proceeds the percentage of Fed- 
eral participation in the cost of the 
original project or program. However, 
the recipient may be permitted to de- 
duct and retain from the Federal share 
$500 or ten percent of the proceeds, 
whichever is less, for the recipient's 
selling and handling expenses. 

(2) If the recipient is instructed to 
ship the equipment elsewhere, the re- 
cipient may 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 to the current fair market value 
of the equipment, plus any reasonable 
shipping or interim storage costs in- 
curred. 

(3) If the recipient is instructed to 
otherwise dispose of the equipment, the 
recipient may be reimbursed by the De- 
partment for such costs incurred in its 
disposition. 

(4) The Department reserves the 
right to transfer the title to the Fed- 
eral Government or t o  a third party 
named by the Federal Government 
when such third party is otherwise eli- 
gible under existing statutes. Such 
transfer will be subject t o  the following 
standards. 

(i) The equipment must be appro- 
priately identified in the award or oth- 
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regulations issued by the Department 
of Commerce at 37 CFR part 401, 
“Rights t o  Inventions Made by Non- 
profit Organizations and Small Busi- 
ness Firms Under Government Grants, 
Contracts and Cooperative Agree- 
ments.” 

(c) The Department has the right to: 
(1) Obtain, reproduce, publish or oth- 

erwise use the data first produced 
under an award; and 

(2) Authorize others t o  receive, repro- 
duce, publish, or otherwise use such 
data for Federal purposes. 

(d)(l) In addition, in response to a 
Freedom of Information Act (FOIA) re- 
quest for research data relating t o  pub- 
lished research findings produced under 
an  award that were used by the Federal 
Government in developing an  agency 
action that has the force and effect of 
law, the Departmental awarding agen- 
cy shall request, and the recipient shall 
provide, within a reasonable time, the 
research data so that they can be made 
available t o  the public through the pro- 
cedures established under the FOIA. If 
the Departmental awarding agency ob- 
tains the research data solely in re- 
sponse t o  a FOIA request, the agency 
may charge the requester a reasonable 
fee. equaling the full incremental cost 
of obtaining the research data. This fee 
should reflect costs incurred by the 
agency, the recipient, and applicable 
subrecipients. This fee is in addition to 
any fees the agency may assess under 
the FOIA (5 U.S.C. 552(a)(4)(A)). 

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

(i) Research data is defined as the re- 
corded factual material commonly ac- 
cepted in the scientific community as 
necessary to validate research findings, 
but not any of the following: prelimi- 
nary analyses, drafts of 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 
samples). Research data also do not in- 
clude: 

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

(B) Personnel and medical informa- 
tion and similar information the dis- 
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closure of which would constitute a 
clearly unwarranted invasion of per- 
sonal privacy, such as information that 
could be 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 

(B) A Federal agency publicly and of- 
ficially cites the research findings in 
support of an agency action that has 
the force and effect of law. 

(iii) Used by the Federal Government i n  
developing an agency action that has the 
force and effect of law is defined as when 
an agency publicly and officially cites 
the research findings in support of an  
agency action that has the force and 
effect of law. 

(e) Title t o  intangible property and 
debt instruments acquired under an  
award or subaward vests upon acquisi- 
tion in the recipient. The recipient 
must use that property for the origi- 
nally-authorized purpose, and the re- 
cipient must not encumber the prop- 
erty without approval of the Depart- 
ment. When no longer needed for the 
originally authorized purpose, disposi- 
tion of the intangible property must 
occur in accordance with the provi- 
sions of §70,34(g). 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; , 
Order No. 1998-95, 60 FR 57932, Nov. 24. 1995; 
Order No. 2289-2000, 65 FR 14407. 14410, Mar. 
16, 20001 

0 70.37 Property trust relationship. 
Real property, equipment, intangible 

property and debt instruments that  are 
acquired o r  improved with Federal 
funds must be held in trust by the re- 
cipient as trustee for the beneficiaries 
of the project or program under which 
the property was acquired or improved. 
Recipients are required to record liens 
or other appropriate notices of record 
t o  indicate that personal or real prop- 
erty has been acquired or improved 
with Federal funds and that use and 
disposition conditions apply to the 
property. 
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PROCUREMENT STANDARDS 

$70.40 Purpose of procurement stand- 

Sections 70.41 through 70.48 set forth 
standards for use by recipients in es- 
tablishing procedures for the procure- 
ment of supplies and other expendable 
property, equipment, real property and 
other services with Federal funds. 
These standards are furnished to en- 
sure that such materials and services 
are obtained in an effective manner 
and in compliance with the provisions 
of applicable Federal statutes and ex- 
ecutive orders. No additional procure- 
ment standards will be imposed by the 
Department upon recipients, unless 
specifically required by Federal statute 
or executive order or approved by OMEL 

5 70.41 Recipient responsibilities. 
The standards contained in this sec- 

tion do not relieve the recipient of the 
contractual responsibilities arising 
under i ts  contract(s). The recipient is 
the responsible authority, without re- 
course t o  the Department, regarding 
the settlement and satisfaction of all 
contractual and administrative issues 
arising out of procurements entered 
into in support of an award or other 
agreement. This includes disputes, 
claims, protests of award, source eval- 
uation or other matters of a contrac- 
tual nature. Matters concerning viola- 
tion of statute are to be referred t o  
such Federal, State or local authority 
as may have proper jurisdiction. 

§ 70.42 Codes of conduct. 
The recipient must maintain written 

standards of conduct governing the 
performance of its employees engaged 
in the award and administration of 
contracts. No employee, officer, or 
agent shall participate in the selection, 
award, or  administration of a contract 
supported by Federal funds if  a real or 
apparent conflict of interest would be 
involved. Such a conflict would arise 
when the employee, officer, or agent, 
any member of his or her immediate 
family, his or her partner, or an  orga- 
nization which employs or is about to 
employ any of the parties indicated 
herein, has a financial or other interest 
in the firm selected for an award. The 
officers, employees, and agents of the 

ards. 
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recipient shall neither solicit nor ac- 
cept gratuities, favors, or anything of 
monetary value from contractors, or 
parties t o  subagreements. However, re- 
cipients may set standards for situa- 
tions in which the financial interest is 
not substantial or the g i f t  is an unso- 
licited item of nominal value. The 
standards of conduct must provide for 
disciplinary actions to be applied for 
violations of such standards by offi- 
cers, employees, or agents of the re- 
cipient. 

§ 70.43 Competition. 
All procurement transactions must 

be conducted in a manner to provide, 
to the maximum extent practical, open 
and free competition. The recipient 
must 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 to 
ensure objective contractor perform- 
ance and eliminate unfair competitive 
advantage, contractors that develop or 
draft specifications, requirements, 
statements of work, invitations for 
bids and/or requests for proposals must 
be excluded from competing for such 
procurements. Awards must be made to 
the bidder or offeror whose bid or offer 
is responsive to the solicitation and is 
most advantageous to the recipient, 
price, quality and other factors consid- 
ered. Solicitations must clearly set 
forth all requirements that the bidder 
or offeror must fulfill in order for the 
bid or offer t o  be evaluated by the re- 
cipient. Any and all bids or offers may 
be rejected when it is in the recipient's 
interest to do so. 

8 70.44 Procurement procedures. 
(a) All recipients must establish writ- 

ten procurement procedures. These 
procedures must provide for, at a min- 
imum, that paragraphs (a) (l), (2), and 
(3) of this section apply. 

(1) Recipients avoid purchasing un- 
necessary items. 

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

(3) Solicitations for goods and serv- 
ices provide for all of the following: 
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(i) A clear and accurate description 
of the technical requirements for the 
material, product or service t o  be pro- 
cured. In competitive procurements, 
such a description must not contain 
features which unduly restrict com- 
petition. 

(ii) Requirements which the bidder/ 
offeror must fulfi l l  and all other fac- 
tors t o  be used in evaluating bids or 
proposals. 

(iii) A description, whenever prac- 
ticable, of technical requirements in 
terms of functions to be performed or 
performance required, including the 
range of acceptable characteristics or 
minimum acceptable standards. 

(iv) The specific features of “brand 
name or equal” descriptions tha t  bid- 
ders are required to  meet when such 
items are included in the solicitation. 

(v) The acceptance, to the extent 
practicable and economically feasible, 
of products and services dimensioned in 
the metric system of measurement. 

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

(b) Positive efforts must be made by 
recipients to utilize small businesses, 
minority-owned firms, and women’s 
business enterprises, whenever pos- 
sible. Recipients of Federal awards 
must 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 t o  the fullest 
extent practicable. 

(2) Make information on forthcoming 
opportunities available and arrange 
time frames for purchases and con- 
tracts t o  encourage and facilitate par- 
ticipation by small businesses, minor- 
ity-owned firms, and women’s business 
enterprises. 

(3) Consider in the contract process 
whether firms competing for larger 
contracts intend to subcontract with 
small businesses, minority-owned 
firms, and women’s business enter- 
prises. 
(4) Encourage contracting with con- 

sortiums of small businesses, minority- 
owned firms and women’s business en- 
terprises when a contract is too large 

§ 70.44 

for one of these firms to handle individ- 
ually. 

(5) Use the services and assistance, as 
appropriate, of such organizations as 
the Small Business Administration and 
the Department of Commerce’s Minor- 
i ty  Business Development Agency in 
the solicitation and utilimtion of 
small businesses, minority-owned firms 
and women’s business enterprises. 

(c) The type of procuring instruments 
used (e.g., fixed price contraots, cost 
reimbursable contracts, purchase or- 
ders, and incentive contracts) may be 
determined by the recipient and must 
be appropriate for the particular pro- 
curement and for promoting the best 
interest of the program or project in- 
volved. The “cost.plus-a-percentage-of- 
cost” or “percentage of construction 
cost” methods of contracting must not 
be used. 

(d) Contracts must be made only with 
responsible contractors who possess 
the potential ability to perform suc- 
cessfully under the terms and condi- 
tions of the proposed procurement. 
Consideration must be given to such 
matters as contractor integrity, record 
of past performance, financial and 
technical resources or accessibility to 
other necessary resources. In certain 
circumstances, contracts with certain 
parties are restricted by agencies’ im- 
plementation of Exec. Order No. 12549 
and 12689, “Debarment and Suspen- 
sion.” 

(e) Recipients must, on request, 
make available for the Department, 
pre-award review and procurement doc- 
uments, such as request for proposals 
o r  invitations for bids, independent 
cost estimates, etc., when any of the 
following conditions apply. 

(1) A recipient’s procurement proce- 
dures or operation fails to comply with 
the procurement standards in the De- 
partment’s regulation. 

(2) The procurement is expected t o  
exceed the small purchase threshold 
fixed at 41 U.S.C. 403(11) (currently 
$25,000) and is t o  be awarded without 
competition or only one bid or offer is 
received in response to a solicitation. 

(3) The procurement, which is ex- 
pected t o  exceed the small purchase 
threshold, specifies a “brand name” 
product. 
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0 70.45 
(4) The proposed award over the 

small purchase threshold is to be 
awarded t o  other than the apparent 
low bidder under a sealed bid procure- 
ment. 
(5) A proposed contract modification 

changes the scope of a contract or in- 
creases the contract amount by more 
than the amount of the small purchase 
threshold. 
[Order No. 1980-95, 60 FR 38242. July 26, 1995; 
Order No. 1998-95, 60 FR 57932, Nov. 24. 19951 

5 70.46 Cost and price analysis. 
Some form of cost or price analysis 

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

§ 70.46 Procurement records. 
Procurement records and files for 

purchases in excess of the small pur- 
chase threshold must include the fol- 
lowing a t  a minimum: 

(a) Basis for contractor selection, 
(b) Justification for lack of competi- 

tion when competitive bids or offers 
are not obtained, and 

(c) Basis for award cost or price. 

§ 70.47 Contract administration. 
A system for contract administration 

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

§ 70.48 Contract provisions. 
The recipient must include, in addi- 

tion t o  provisions t o  define a sound and 
complete agreement, the following pro- 
visions in all contracts. The following 
provisions must also be applied to sub- 
con tracts. 

28 CFR Ch. I (7-1-07 Edifion) 

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

(b) All contracts in excess of the 
small purchase threshold must contain 
suitable provisions for termination by 
the recipient, including the manner by 
which termination must be effected 
and the basis for settlement. In addi- 
tion, such contracts must describe con- 
ditions under which the contract may 
be terminated for default as well as 
conditions where the contract may be 
terminated because of circumstances 
beyond the control of the contractor. 

(c) Except as otherwise required by 
statute, an award that requires the 
contracting (or subcontracting) for 
construction or facility improvements 
must provide for the recipient to follow 
its own requirements relating to bid 
guarantees, performance bonds, and 
payment bonds unless the construction 
contract or subcontract exceeds 
$100,000. For those contracts or sub- 
contracts exceeding $100,000, the De- . 
partment may accept the bonding pol- 
icy and requirements of the recipient, 
provided the Department has made a 
determination that the Federal Gov- 
ernment’s interest is adequately pro- 
tected. If such a determination has not 
been made, the minimum requirements 
are to be as follows: 

(1) A bid guarantee from each bidder 
equivalent to five percent of the bid 
price. The “bid guarantee” must con- 
sist of a firm commitment such as a 
bid bond, certified check, or other ne- 
gotiable instrument accompanying a 
bid as assurance that the bidder must, 
upon acceptance of his bid, execute 
such contractual documents as may be 
required within the time specified. 

(2) A performance bond on the part of 
the contractor for 100 percent of the 
contract price. A “performance bond” 
is one executed in connection with a 
contract to secure fulfillment of all the 
contractor’s obligations under such 
contract. 
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(3) A payment bond on the part of the 
contractor for 100 percent of the con- 
tract price. A “payment bond” is one 
executed in connection with a contract 
to assure payment as required by stat- 
ute of all persons supplying labor and 
material in the execution of the work 
provided for in the contract. 

(4) Where bonds are required in the 
situations described herein, the bonds 
must be obtained from companies hold- 
ing certificates of authority as accept- 
able sureties pursuant t o  31 CFR part 
223, “Surety Companies Doing Business 
with the United States.” 

(d) All negotiated contracts (except 
those for less than the small purchase 
threshold) awarded by recipients must 
include a provision to the effect that 
the recipient, the Department, the 
Comptroller General of the United 
States, or any of their duly authorized 
representatives, must have access to 
any books, documents, papers and 
records of the contractor which are di- 
rectly pertinent to a specific program 
for the purpose of making audits, ex- 
aminations, excerpts and tran- 
scriptions. 

(e) All contracts, including small 
purchases, awarded by recipients and 
their contra,ctors, must contain 3h-e. pro- 
curement provisions of appendix A to 
this part as applicable. 

REPORTS AND RECORDS 

1 70.60 Purpose of reports and records. 
Sections 70.51 through 70.53 set forth 

the procedures for monitoring and re- 
porting on the recipient’s financial and 
program performance and the nec- 
essary standard reporting forms. They 
also set forth record retention require- 
ments. 

170.51 Monitoring and reporting pro- 

(a) Recipients are responsible for 
managing and monitoring each project, 
program, subaward, function or activ- 
ity supported by the award. Recipients 
must monitor subawards t o  ensure sub- 
recipients have met the audit require- 
ments as delineated in § 70.26. 

(b) Performance reports must be sub- 
mitted based on each calendar quarter. 
Reports are due thirty days after the 
reporting period, unless stated dif- 

gram performance. 

5 70.52 

ferently in the terms and conditions of 
the award. The final performance re- 
ports are due ninety calendar days 
after the expiration or termination of 
the award. 

(c) Performance reports must con- 
tain, for each award, brief information 
on each of the following. 

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

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

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

(d) Recipients are required to submit 
the original and two copies of perform- 
ance reports. 

(e) Recipients must immediately no- 
tify the department, in writing, of de- 
velopments that have a significant im- 
pact on the award-supported activities. 
Also, written notification must be 
given in the case of problems, delays, 
or adverse conditions which materially 
impair the ability t o  meet the objec- 
tives of the award. This notification 
must include a statement of the action 
taken or contemplated, and any assist- 
ance needed to resolve the situation. 

(f) The Department will make site 
visits, as needed. 

(9) The Department will comply with 
clearance requirements of 5 CFR part 
1320 when requesting performance data 
from recipients. 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57932, Nov. 24, 19951 

1 70.52 Financial reporting. 
(a) The following forms or such other 

forms as may be approved by OMB are 
authorized for obtaining financial in- 
formation from recipients. 

(1) SF-269 o r  SF-269A. Financial Sta- 
tus Report. 

(i) Recipients are required to use the 
SF-269 or SF-269A to report the status 
of funds for all nonconstruction 
projects or programs. 
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5 70.53 

(ii) Reports must be on an accrual 
basis. Recipients are not required to 
convert their accounting system, but 
must develop such accrual information 
through best estimates based on an 
analysis of the documentation on hand. 

(iii) The Department requires the 
SF-269, SF-269A, or turnaround docu- 
ment to be submitted no later than 
forty five days after the calendar quar- 
ter. The final report is due ninety days 
from the end date of the award. 

(b) When the Department needs addi- 
tional information or more frequent re- 
ports, the following will be observed. 

(1) When additional information is 
needed to comply with legislative re- 
quirements, the Department will issue 
instructions to require recipients t o  
submit such information under the 
“Remarks” section of the reports. 

(2) When the Department determines 
that a recipient’s accounting system 
does not meet the standards in 870.21, 
additional pertinent information t o  
further monitor awards will be ob- 
tained upon written notice to the re- 
cipient until such time as the system is 
brought up to standard. The Depart- 
ment, in obtaining this information, 
will comply with report clearance re- 
quirements of 5 CFR part 1320. 

I (3) The Department will accept the 
identical information from the recipi- 
ents in machine readable format or 
computer printouts or  electronic out- 
puts in lieu of prescribed formats. 

(4) The Department will provide com- 
puter or electronic outputs to recipi- 
ents when such expedites or contrib- 
utes to the accuracy of reporting. 
[Order No. 1980-95. 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57932, Nov. 24, 19951 

570.63 Retention and access require- 

(a) This section sets forth require- 
ments for record retention and access 
to records for awards to recipients. The 
Department will not impose any other 
record retention or access require- 
ments upon recipients. 

(b) Financial records, supporting doc- 
uments, statistical records, and all 
other records pertinent to an award 
must be retained for a period of three 
years from the date of submission of 
the final expenditure report or, for 
awards that are renewed quarterly or 

ments for records. 
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annually, from the date of the submis- 
sion of the quarterly or annual finan- 
cial report, as authorized by the De- 
partment. The only exceptions are the 
following: 

(1) If any litigation, claim, or audit is 
started before the expiration of the 
three year period, the records must be 
retained until all litigation, claims or 
audit findings involving the records 
have been resolved and final action 
taken. 

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

(3) When records are transferred t o  or 
maintained by the Department, the 
three year retention requirement is not 
applicable to  the recipient. 

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

(c) Copies of original records may be 
substituted for the original records if 
authorized by the Department. 

(d) The Department will request 
transfer of certain records t o  its cus- 
tody from recipients when it deter- 
mines that the records possess long 
term retention value. However, in 
order t o  avoid duplicate recordkeeping, 
the Department will make arrange- 
ments for recipients to retain any 
records that are continuously needed 
for joint use. 

(e) The Department, its Inspector 
General, Comptroller General of the 
United States, or any of their duly au- 
thorized representatives, have the 
right of timely and unrestricted access 
t o  any books, documents, papers, or 
other records of recipients that are per- 
tinent to the awards, in order to make 
audits, examinations, excerpts, tran- 
scripts and copies of such documents. 
This right also includes timely and rea- 
sonable access to a recipient’s per- 
sonnel for the purpose of interview and 
discussion related t o  such documents. 
The rights of access in this paragraph 
are not limited to the required reten- 
tion period, but must last as long as 
records are retained. 

(f) Unless required by statute, the 
Department will not place restrictions 
on recipients that limit public access 
t o  the records of recipients that  are 
pertinent to a n  award, except when the 
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Department can demonstrate that such 
records must be kept confidential and 
would have been exempted from disclo- 
sure pursuant to the Freedom of Infor- 
mation Act (5 U.S.C. 552) if the records 
had belonged t o  the Department. 

(g) Jhdirect cost rate proposals, cost 
allocation plans, etc. Paragraphs (g)(l) 
and (g)(2) of this section apply to the 
following types of documents, and their 
supporting records: Indirect cost rate 
computations or proposals, cost alloca- 
tion plans, and any similar accounting 
computations of the rate at which a 
particular group of costs is chargeable 
(such as computer usage chargeback 
rates or composite fringe benefit 
rates). 

(1) If submitted for negotiation. If  the 
recipient submits to the Department or 
the subrecipient submits to the recipi- 
ent the proposal, plan, or other com- 
putation t o  form the basis for negotia- 
tion of the rate, then the three year re- 
tention period for its supporting 
records starts on the date of such sub- 
mission. 

(2) If not submitted for negotiation. If 
the recipient is not required to submit 
t o  the Department or the subrecipient 
is not  required t o  submit t o  the recipi- 
ent the proposal, plan, or other com- 
putation for negotiation purposes, then 
the three year retention period for the 
proposal, plan, or other computation 
and i ts  supporting records starts at the 
end of the fiscal year (or other ac- 
counting period) covered by the pro- 
posal, plan, or other computation. 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57932, Nov. 24, 19951 

TERMINATION AND ENFORCEMENT 

170.60 Purpose of termination and en- 

Sections 70.61 and 70.62 set forth uni- 
form suspension, termination and en- 
forcement procedures. 

1 70.61 Termination. 
(a) Awards may be terminated in 

whole or in part only i f  paragraph (a) 
(l), (2) or (3) of this section apply. 

(1) By the Department, if  a recipient 
materially fails to comply with the 
terms and conditions of an award. 

(2) By the Department with the con- 
sent of the recipient, in which case the 

forcement. 

8 70.62 

two parties must agree upon the termi- 
nation conditions, including the effec- 
tive date and, in the case of partial ter- 
mination, the portion to be termi- 
nated. 

(3) By the recipient upon sending to 
the Department written notification 
setting forth the reasons for such ter- 
mination, the effective date, and, in 
the case of partial termination, the 
portion t o  be terminated. However, if 
the Department determines in the case 
of partial termination that the reduced 
or modified portion of the grant will 
not accomplish the purposes for which 
the grant was made, it may terminate 
the grant in its entirety under either 
paragraph (a) (1) or (2) of this section. 

(b) If costs are allowed under an. 
award, the responsibilities of the re- 
cipient referred t o  in 170.71(a), includ- 
ing those for property management as 
applicable, must be considered in the 
termination of the award, and provi- 
sion must be made for continuing re- 
sponsibilities of the recipient after ter- 
mination, as appropriate. 

§ 70.62 Enforcement. 
(a) Remedies for noncompziance. If a re- 

cipient materially fails to comply with 
the terms and conditions of an award, 
whether stated in a Federal statute, 
regulation, assurance, application, or 
notice of award, the Department will, 
in addition to imposing any of the spe- 
cial conditions outlined in 570.14, take 
one o r  more of the following actions, as 
appropriate in the circumstances. 

(1) Temporarily withhold cash pay- 
ments pending correction of the defi- 
ciency by the recipient or more severe 
enforcement action by the Department. 

(2) Disallow (that is, deny both use of 
funds and any applicable matching 
credit for) all or part of the cost of the 
activity or action not in compliance. 

(3) Wholly or partly suspend or ter- 
minate the  current award. 

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

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

(b) Hearings and appeals. In taking an 
enforcement action, the Department 
will provide the recipient an oppor- 
tunity for hearing, appeal, or other ad- 
ministrative proceeding to which the 
recipient is entitled under any statute 
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or regulation applicable to the action 
involved. 

(0) Effects of suspension and termi- 
nation. Costs of a recipient resulting 
from obligations incurred by the re- 
cipient during a suspension or after 
termination of an award are not allow- 
able unless the Department expressly 
authorizes them in the notice of sus- 
pension or termination or subse- 
quently. Other recipient costs during 
suspension or after termination which 
are necessary and not reasonably 
avoidable are allowable if paragraphs 
(c) (1) and (2) of this section apply. 
(1) The costs result from obligations 

which were properly incurred by the re- 
cipient before the effective date of sus- 
pension or termination, are not in an- 
ticipation of i t ,  and in the case of a ter- 
mination, are noncancellable. 

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

(d) Relationship to debarment and sus- 
pension. The enforcement remedies 
identified in this section, including 
suspension and termination, do not 
preclude a recipient from being subject 
to debarment and suspension under 
-Exec. Order No. 12549 and 12689 and the 
Department implementing regulations 
(see 170.13). 
[Order No. 1980-95, 60 FR 38242, July 26, 1995; 
Order No. 1998-95, 60 FR 57932. Nov. 24, 19951 

Subpart D-After-the-Award 
Requirements 

(i70.70 Purpose. 
Sections 70.71 through 70.73 contain 

closeout procedures and other proce- 
dures for subsequent disallowances and 
adjustments . 
5 70.71 Closeout procedures. 

(a) Recipients must 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 Department may approve 
extensions when requested in writing 
by the recipient. 

(b) Unless the Department authorizes 
an extension. a recipient must liq- 

28 CFR Ch. I (7-1-07 Edition) 

uidate all obligations incurred under 
the award not later than ninety 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 Department will make 
prompt payments to  a recipient for al- 
lowable reimbursable costs under the 
award being closed out. 

(d) The recipient must promptly re- 
fund any balances of unobligated cash 
that the Department has advanced or 
paid and that is not authorized to  be 
retained by the recipient for use in 
other projects. OMB Circular A-129 
governs unreturned amounts that be- 
come delinquent debts. 

(e) When authorized by the terms and 
conditions of the award, the Depart- 
ment will make a settlement for any 
upward or downward adjustments to 
the Federal share of costs after close- 
out reports are received. 
(0 The recipient must account for 

any real and personal property ac- 
quired with Federal funds or received 
from the Federal Government in ac- 
cordance with $170.31 through 70.37. 

(9) In the event a final audit has not 
been performed prior to the closeout of 
an award, the Department retains the 
right t o  recover an appropriate amount 
after fully considering the rec- 
ommendations on disallowed costs re- 
sulting from the final audit. 

8 70.72 Subsequent adjustments and 

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

(1) The right of the Department t o  
disallow costs and recover funds on the 
basis of a later audit or other review. 

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

_ .  

continuing responsibilities. 

(3) Audit requirements in 170.26. 
(4) Property management require- 

ments in §§70.31 through 70.37. 
(5) Records retention as required in 

5 70.53. 
(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 Depart- 
ment and the recipient, provided the 
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responsibilities of the recipient re- 
ferred t o  in §10.13(a), including those 
for property management as applica- 
ble, are considered and provisions made 
for  continuing responsibilities of the 
recipient, as appropriate. 

Q 70.73 Collection of amounts due. 
(a) Any funds paid to a recipient in 

excess of the amount to which the re- 
cipient is finally determined t o  be enti- 
tled under the terms and conditions of 
the award constitute a debt t o  the Fed- 
eral Government. If not paid within a 
reasonable period after the demand for 
payment, the Department may reduce 
the debt by paragraph (a) (l), (2) or (3) 
of this section. 

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

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

(3) Taking other action permitted by 
statute. 

(b) Except as otherwise provided by 
law, the Department may charge inter- 
est on an overdue debt in accordance 
with 4 CFR chapter II, “Federal Claims 
Collection Standards.” 

APPEND= A To PART IO-CONTRACT 
PROVISIONS 

All contracts, awarded by a recipient in- 
cluding small purchases, must contain the 
following provisions as applicable: 
1. Equal Employment Opportunity-All con- 

tracts must contain a provision requiring 
compliance with Exec. Order No. 11246, 
“Equal Employment Opportunity,” as 
amended by Exec. Order No. 11375, “Amend- 
ing Executive Order 11246 Relating to Equal 
Employment Opportunity,” and as supple- 
mented by regulations at 41 CFR part 60, 
“Office of Federal Contract Compliance Pro- 
grams, Equal Employment Opportunity, De- 
partment of Labor.” 

2. Copeland “Anti-Kickback” Act (18 U.S.C. 
874 and 40 U.S.C. 276c)-All contracts and sub- 
awards in excess of $2000 for construction or 
repair awarded by recipients and subrecipi- 
ents must include a provision for compliance 
with the Copeland “Anti-Kickback’’ Act (18 
U.S.C. 8741, as supplemented by Department 
of Labor regulations (29 CFR part 3, ”Con- 
tractors and Subcontractors on Public Build- 
ing or Public Work Financed in Whole or in 
Part by Loans or Grants from the United 
States”). The Ac t  provides that each con- 
tractor or subrecipient must be prohibited 
from inducing, by any means, any person 
employed in the construction, completion, or 
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repair of public work, to give up any part of 
the compensation t o  which he is otherwise 
entitled. The recipient must report a11 sus- 
pected or reported violations to the Depart- 
ment. 
3. Davis-Racon Act, as amended (SO U.S.C. 

276a to a-7j-When required by Federal pro- 
gram legislation, all construction contracts 
awarded by the recipients and subrecipients 
of more than $2000 must include a provision 
for compliance with the Davis-Bacon Act (40 
U.S.C. 276a to a-7) and as supplemented by 
Department of Labor regulations (29 CFR 
part 5 ,  “Labor Standards Provisions Applica- 
ble t o  Contracts Governing Federally Fi- 
nanced and Assisted Construction”). Under 
this Act, contractors must be required to 
pay wages to laborers and mechanics at a 
rate not less than the minimum wages speci- 
fied in a wage determination made by the 
Secretary of Labor. In addition, contractors 
are required t o  pay wages not less than once 
a week. The recipient must place a copy of 
the cwrent prevailing wage determination 
issued by the Department of Labor in each 
solicitation and the award of a contract 
must be conditioned upon the acceptance of 
the wage determination. The recipient must 
report all suspected or reported violations t o  
the Department. 

4. Contract Work Hours and Safety Standards 
Act (40 U.S.C. 327-33.?)-Where applicable, all 
contracts awarded by recipients in excess of 
$2000 for construction contracts and in ex- 
cess of $2500 for other contracts that  involve 
the employment of mechanics or laborers 
must include a 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 (29 CFR part 5). Under sec- 
tion 102 of the Act, each contractor is re- 
quired to compute the wages of every me- 
chanic and laborer on the basis of a standard 
work week of forty hours. Work in excess of 
the standard work week is permissible pro- 
vided tha t  the worker is compensated at a 
rate of not less than one and one-half times 
the basic rate of pay for all hours worked in 
excess of forty hours in the work week. Sec- 
tion 107 of the Act is applicable to construc- 
tion work and provides that no laborer or 
mechanic shall be required t o  work in sur- 
roundings or under working conditions 
which are unsanitary, hazardous or dan- 
gerous. These requirements do not apply to 
the purchases of supplies or materials or ar- 
ticles ordinarily available on the open mar- 
ket, or contracts for transportation or trans- 
mission of intelligence. 

5. Rights to Inventions Made Under a Con- 
tract or Agrement-Contracts or agreements 
for the performance of experimental, devel- 
opmental, or research work must provide for 
the rights of the Federal Government and 
the recipient in any resulting invention in 
accordance with 37 CFR part 401, “Rights to 
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Inventions Made by Nonprofit Organizations 
and Small Business Firms Under Govern- 
ment Grants, Contracts and Cooperative 
Agreements.” and any implementing regula- 
tions issued by the awarding agency. 

6. Clean Air Act (42 U.S.C. 7401 et seq.) and 
the Federal Water Pollution Control Act (33 
U.S.C. 1251 et seq.), as amended-Contracts 
and subawards of amounts in excess of 
$100,000 must contain a provision that re- 
quires the recipient to agree to comply with 
all applicable standards, orders or regule 
tions issued pursuant to the Clean Air Act 
(42 U.S.C. 7401 et seq.) and the Federal Water 
Pollution Control Act aa amended (33 U.S.C. 
1251 et seq.). Violations must be reported t o  
the Department and the Regional Office of 
the Environmental Protection Agency 
(EPA). 
7. Byrd Anti-Lobbying Amendment (31 U.S.C. 

1352+Contractors who apply or bid for an 
award of $100,000 or more must file the r e  
quired certification. Each tier certifies t o  
the tier above that it will not and has not 
used Federal appropriated funds to pay any 
person or organization for influencing or at- 
tempting t o  influence an officer or employee 
of any agency, a Member of Congress, officer 
or employee of Congress, or an employee of a 
Member of Congress in connection with ob- 
taining any Federal contract, grant or any 
other award covered by 31 U.S.C. 1352. Each 
tier must also disclose any lobbying with 
non-Federal funds that takes place in con- 
nection with obtaining. any Federal. award. 
Such disclosures are forwarded from tier to 
tier up to the recipient. 

8. Debarment and Suspension (33xec. Order 
No. 12549 and 12689)-No contract shall be 
made to parties listed on the General Serv- 
ices Administration’s List of Parties Ex- 
cluded from Federal Procurement or Non- 
procurement Programs in accordance with 
Exec. Order No. 12549 and 12689, “Debarment 
and Suspension.” This list contains the 
names of parties debarred, suspended, o r  oth- 
erwise excluded by agencies, and contractors 
declared ineligible under statutory or regu- 
latory authority other than Exec. Order No. 
12549. Contractors with awards that exceed 
the small purchase threshold must provide 
the required certification regarding its ex- 
clusion status and that of its principal em- 
ployees. 
[Order No. 1980-95, 60 %R 38242, July 26, 1995: 
Order No. 1998-95, 60 FR 57932, Nov. 24, 19951 
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PART 7 1-IMPLEMENTATION OF THE 
PROVISIONS OF THE PROGRAM 
FRAUD CIVIL REMEDIES ACT OF 
1986 

Subpart A-Implementofion for Actions 
Initiated by the Department of Justice 

Sec. 
71.1 Purpose. 
71.2 Definitions. 
71.3 Basis Cor civil penalties and assess- 

71.4 Investigation. 
71.5 Review by the reviewing official. 
71.6 Prerequisites for issuing a complaint. 
71.7 Complaint. 
71.8 Service of complaint. 
71.9 Answer. 
71.10 Default upon failure t o  file an answer. 
71.11 Referral of complaint and answer t o  

71.12 Notice of hearing. 
71.13 Parties to the hearing. 
71.14 Separation of functions. 
71.15 E r  parte contacts. 
71.16 Disqualification of reviewing Official 

71.17 Rights of parties. 
71.18 Authority of the ALJ.  
71.19 Prehearing conferences. 
71.20 Disclosure of documents. 
71.21 Discovery. 
71.22 Exchange of witness lists, statements. 

and exhibits. 
71.23 Subpoenas for attendance at hearing. 
71.24 Protective order. 
71.25 Fees. 
71.26 Form, filing and service of papers. 
71.27 Computation of time. 
71.28 Motions. 
71.29 Sanctions. 
71.30 The hearing and burden of proof. 
71.31 Determining the amount of penalties 

71.32 Location of hearing. 
71.33 Witnesses. 
71.34 Evidence. 
71.35 The record. 
71.36 Post-hearing briefs. 
71.37 Initial decision. 
71.38 Reconsideration of initial decision. 
71.39 Appeal to  authority head. 
71.40 Stays ordered by the Department of 

71.41 Stay pending appeal. 
71.42 Judicial review. 
71.43 Collection of civil penalties and as- 

71.44 Right to administrative Offset. 
71.45 Deposit in Treasury of the United 

71.46 Compromise or settlement. 
71.47 Limitations. 
71.48-71.50 meservedl 

ments. 

the ALJ. 

or ALJ. 

and assessments. 

Justice. 

sessments. 

States. 


