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CONTRACT FOR SOCIAL SERVICES

- 31474

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

entered, in duplicate, as of October 29, 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
October 13, 2009, by and between JEWISH COMMUNITY CENTER OF LONG BEACH
DBA ALPERT JEWISH COMMUNITY CENTER, a California nonprofit corporation
(“Organization”), with offices located at 3801 E. Willow, Long Beach, California 90815,
and the CITY OF LONG BEACH, a municipal corporation (the “City”).

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

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

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

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

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

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

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

Section 1.  The above recitals are true and correct and are incorporated

1

LT:bg A09S-03580
L:\Apps\CtyLaw32\WPDocs\D012\P010\00186528.D0OC




OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

© 0 ~N O o AW N

NN N N N N N NN A A A A a @ @ @@ @ =
0 N O OO b WO N =2 O © 00 N oo b~ W N -~ O

in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitied “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City’s Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.
Section 4.

A. Organization shall affirmatively and aggressively use its best
2
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fourteen Thousand Dollars ($14,000.00) over the
term of this Contract. These funds shall be used to provide services within the
City of Long Beach. Upon execution of this Contract, the City shall disburse the
funds payable hereunder in due course of payments following receipt from
Organization of billing statements in a form approved by the City showing
expenditures and costs identified in Attachment “B”.

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

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

or inadequate documentation shall result in a Disallowed Cost Report. The
3
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Disallowed Cost Report is intended to provide detail to Organization for the
purpose of communicating disallowed costs due to reasons of insufficient source
documentation, ineligible expenses, exceeded line items, and other similar
reasons. In the event that an item is disallowed in the invoice, Organization will be
permitted to resubmit the disallowed costs along with adequate source
documentation, other eligible expenses, and the like in the next invoice. The City
reserves the right to refuse payment of an invoice (a) received by it thirty (30) days
after Organization provided the services relating to that invoice; (b) including
inallocable or ineligible expenses; or (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 Capers
certified by one of Organization’s officers or by its Executive Director. The City
reserves the right to refuse payment of any outstanding invoice if Organization
fails to submit a final invoice and reports within fifteen (15) days of the end of the
Operational Year.

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

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

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

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

Section 5.

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

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

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

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

Section 6.

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

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

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

Section 7.

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

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

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

assignment or delegation.
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Section 8.  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 “iIndemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the Claim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.

Section 10.

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

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

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

LT:bg A09-03580
L\Apps\CtyLaw32\WPDocs\D012\P010\00186528.DOC




O O 00 N O o bHh W N -

[ . Y. U . U . Ui, (. 4
D N A W N =

OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney
Long Beach, CA 90802-4664

333 West Ocean Boulevard, 11th Floor
N N N N N N N N — — -
~J [o)] (4, ] LN w N - o «© [0 0] ~!

N
(o]

contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

(5) Commercial automobile liability insurance (equivalent
in scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
in an amount not less than Five Hundred Thousand Dollars ($500,000)
combined single limit per accident.

(6) Blanket Honesty Bond in an amount equal to at least
fifty percent (50%) of the total amount to be disbursed to Organization
hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

If delivering services to minors, seniors, or persons with disabilities,
Organization’s Commercial General Liability insurance shall not exclude coverage for
abuse and molestation. If Organization is unable to provide abuse and molestation
coverage, it can request a waiver of this coverage from the City. The City’s Risk

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

,20

\]@n 'Z(i L2040

JEWISH COMMUNITY CENTER OF
LONG BEACH DBA ALPERT JEWISH
COMMUNITY CENTER, a California
nonprofit corporation

By(—_\ vr\-»\»b— KCQP))

residlent
L\mr\& ASS

r Print Name

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation
- Assistant City Manager

By

SECTION 301 OF
THE CITY CHARTER.

[ C ity"

This Contract is approved as to form on ’/ / i Lf , 20 E

LT:bg AG9-03580
L:\Apps\CtyLaw32\WPDocs\D012\P010\00186528.DOC

ROBERT E. SHANNON City Attorney
By %

. Deputy
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City of Long Beach
Social Service Grant (SSG) Program 2009-2010
Scope of Work

AGENCY NAME: Alpert Jewish Community Center/ RSVP CONTRACT NUMBER:

Program Objective: RSVP Volunteers will meet critical community needs, specifically addressing the needs of the homebound, frail and isolated seniors.

Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumuiative

1. The quality of life for 100 seniors will be improved by the efforts of
the Senior Police Partners thru: 1) Info & Referral, 2) Linkages to
appropriate service providers; 3) education on Home & Personal
Safety; & 4) Peer Counseling Support

2. 30 homebound seniors will receive 2 Taxi Vouchers 10 times per 30
year, enabling them to remain independent in their own home.

3. 325 homebound/isolated seniors will receive 2 healthy and 150
nutritious meals five days a week. Included will be daily check on
the well being of the senior recipient, increasing their ability to
remain independent.

4. 25 Low Income Seniors will receive 20 bus tokens monthly, 25
enabling them to remain independent and able to attend medical
appointments, grocery shopping and other activities

Total Unduplicated Clients Served:| 255

V4

5:3:\&)%«("0 @&

Scope of Work FY 09_10 Submittal 12_09 12/24/2009, 9:20 AM
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Program Budget for

CITY OF LONG BEACH
Social Services Grant Program 2009-2010
Alpert Jewish Community Center/RSVP City Contract #

ITEM/PERSONNEL

ALLOCATION

BUDGET JUSTIFICATION

RSVP Director (100% @ annual salary= $50,373.)

Used to show match, no SSG reimbursement requested

TOTAL PERSONNEL $0 0 Total Personnel to be Reimbursed
Volunteer Insurance Policy $2,000 Portal to Portal Insurance Coverage for RSVP Volunteers
\Volunteer Transportation Reimbursement $12,000 Reimbursement to Volunteers for Mileage or Bus Transportation
TOTAL OPERATIONS $14,000  Total Operations to be Reimbursed

8SG 09-10

Siw{ v

SSG Program Budget 09-10 Submittal 12_09

Attachment "B"
Page 1 of 1
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FARTE 200-214 [RESERVED]

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

S&C

215.0 ADowt thas paerl

Subpart A—Gene:idl

21£.] Furpose.

2152 Defipinons.

21,5 Bffest or other issuanses
54 Devietions.

0185 Bubawaras.

Subparn B—FPre-Award Reqguirements

21510 Purpose.

21£.11 Pre-award policies.

915.12 Forms {or 2pplying {for Federzl assist-
BDGE.

2512 Debarment end 505pension.

2514 Special award conditions.

215,16 Metnc sysiem of measorement.

51£.16 Fesource Conservetiorn ané Eecovery
ECL.

1517 Cerifigation:s anf representations

Subpar C—Fosi-Awarc Reguitemnents
PINANCIAL AN PROGRAN MAKsGEMENT

2:5.26 Purpose of {inanclal and program

mallafement.

215,27 Stendards for Mnancia] Denagement
SV ELEINS

21828 Payment.

21028 Costsharing or maiching.

21£.26 Frogram lLCome

w3 Fevision of bufget and program

plang

26 MNon-Felere! audits,

2T Aljoweble COSLS.

- 28 Ferief of avallanility of funds.
.28 Conditions) eXempPrions,

il e e

T3 '_k'l [ ]
€norhoom o

g

PROUPERTY STANDARDS

912,30 Purpose of property standalas.
21E.2) lnSurance coverage

2i8.37 Tieai properiy.

21£.27 Federzliy-owned
BTy,

2if.3 Hgumpment,

210,35 Suppligf anl othe:

T

whC eXempi pror-

EXDENRGERIE BYOL-

23548 Ipisnglble Droperyy

21547 Froperiy LrUSt MEinliOLSLL
FRUCUKEMERT 2TANLAFDL:

215 4L Furpose of procorement standards

21547 Hecipisp, respoOnsibilities
Codes 0] conguél.
Competition.
Frocurement Procsdares
Cost 2n¢ price s&hal¥sis.
Erocurement records
Coniraci afminisiraiion
4t ContraCt provisions.

REFPORTE ANL RECORDE

215.50 Furpose of report: anc records.

215,51 MopitoTing anf reporvlng ProfTem
perlormance.

215.5¢ Fipanciz] reporting.

721262 Retenlicr =&nd aCcest
lor recoras.

reguiremsants

TERMINATION £NL BNFORCEMENT

21{.60 Purpose of termineaticon and enforce-
ment.

216,61 Termination

21k.62 BEpiorcement.

Subpar b—Afler-the-Aword Reguiremenis

21570 Purpose.
217 Closeout progedures.
215,72 Buuvsequent a0jusuments
unwing responsibilines.
215,73 Collection of amounts Gue,
LPPENDIY L TO FART 215—COWTRACT FROVI-
S10NE
AUTHORITY. 07 U.B.C. 603; 3! T.E.C. ilil &
U.E.C 40: Fecrganizafier Fial No 2 of 397G
E.C 11543, 35 FR 10737, ¢ CFR, 1966-1570 ©
43t
SOURCE B8 Fr 26281, May 11,
oilerwise hoved.

and  con-

]

2004, unless

12150 About this part.

(&) Purpose. This part containg OME
guitence LG Federal agencies on the ad-
ministratior of grants L and Agree-
ments with institttions of nigher sde-
callon. nospitzls, and othker mon-profit
crganizations. The guidance sels forth
standarae for oblaining COnNSiSLEncy

&nd uniformdty in the agencies’ admin-
znd agree-

iBtration of unose

WiELLE.

TanLE




n : at d from whe siandurds
provided in this pars, che provisions of
Lhe statuke shall govern.

/27 The provisions of subparis A
shrough D oof this part shall be applied
hy Federz]l agencies to recipients, Re-
cipients shall apply the provisions of
those subparts to subrecipients per-
forming substantive work under grants
and agreesments that are passed
through or awarded by the primary re-
cipient, if such subreciplents are orga-
nications described tn paragraph (a) of
this section.

{3) This part does not apply to grants,
coniracts, or other agreements De-
tween bthe Federal Covernment and
units of State or local governments
novered by OME  Circular A-102,
“{rants and Cooperative Agreemenis
with 3tate and Local Governments' !
and the Federal agencies' grants man-
agement common rule {see §215.5)
which stzndardize the administrative
requirements Federal agencles impose
on State and local grantees. In addi-
tion, subawards and contracts o State
or logcal governments are no{ covered
hy this part. However, this part applies
to subawards made by State and local
governments 0 organizations covered
by this part.

(4) Federal agencies may apply the
provisions of subparts A through D of
this part to commercial organizations,
{foreign governments, organizations
under the jurisdiction of foreign gov-
ernments, and international organtza-
ions.

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

(1) Issuing and mezintaining the guid-
ance in this part.

(2) Interpreting fhe policy require-
ments in this part and providing assist-
ance to ensurs 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-
aral agencies from the guidance In this
part, as provided in §215.4. Exceptions
will only be made in particular cases

!8ee 5 OFR 1310.9 for avaiiability of OME
circulars.

30

2 CFR Cho I {1-1-0¢6 Edition)

where ateauane justification is pre-
sentad

(5) Conducsing wroad ovarsighs of
governmeani-vide gompliance wivh Lhe

guidanse in tnis par.

fil; Federul pgency responsthilibies The
nead of each Federal agency that
awards and administers grants and
agreements subject to the guidance in
this part is responsible for:

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

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

{2y Requesting approval from OMB
for deviations f{rom the guidance in
subparts A through D of this part {n
situations where the guidance requires
that approval.

{4) Performing other funciions speci-
fied in this part.

(ey Relationship fo previcus issuance.
The guidance in this part previously
was issued as OMB Clrcular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment tc the OMEB circular. Appendix A
50 this part contains the guidance that
was in the appendix to the attachment.

(fy Imformation Contact. Further infor-
mation concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20503, telephone (202) 395-3993.

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

Subpart A—General

§215.1 Purpose.

This part establishes uniform admin-
jatrative requirements for Federzal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except 25 provided in
§2156.4, and §215.14 or unless specifically

ATTACHMERNT
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OME Circuizar: and Guidance
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S StalluLe Enell-
NOR-proilt OrgalingliGnE
Lwt irepienent Federal progrems [0
£ BLnlEE are £18¢ sUDIBLL L SLale Te-
guiremente

L 215.2 Definitions.
fny ACCTUED £rpendilurel Imeans Lhe
crarges ingurred by thie recipient dur-

ILE & Eivern periol requiling the provi-
sion of funds for

{1 Goods and other tangible Droperty
received,

(2, Services performed by employess,
coTTractors, subreciplents, and other
payees, and,

(3, Other amounts heccming owed
under programs for which no corrent
services or performance ie reguired

(by Accrued imcome meang the sum ol

(1 Eernings during a given period
irom:

{1, Services performed by the recipi-
ent, and '

(iiy Gouvde and other tangible pror-
erty delivered to purchasers, and

(27 Amounts becoming owed to the
recipient for which no current services
or periormance is required by the re-
clpient.

() Acguisition cost of equipment TMEans
whe et invoice price of the equipment,
including the cost of modifications, at-
veChments, accessories, or auxiliary
ApParatis necessary to make Lhe prop-
erty usabie {or the purposs {or whick it
was zoguired. Othier Charges, suck acs
the cost of installation, transporvation.
Lnrxes, AUTY OF ProTectlve in-1Tansii in-
suregnce, shall be included or excinded
from the unit atguisition cost in as-
sordance with the recipient’s
ACLGOUNTINE Practices.

(d; Adwvunce means & payment ImaGe
by Treawsury check or other appropriéte
peyment mechanism to a recipient
upon 1t rsgunest either before ontlays
ave made by the recipient or through
the use of predeverminet paymiedt
sohednles

(e Awwrd meznes financial zssistante
thzi provides support or stimelatior o
wooormplish & pukblic purpose. Lwarae
mclude granis and ouvher agreemsants in
ihe forre of money or property in liey
of money. v the Federal Governmen:
v oan eligible recipient. The vermn Goes

[

refular

Loy 1nchads  TeChinital asBistance.
wrien  provides  servifes anstead  of

EZ1L.2
p0liey Olhie! wSELSLANLE I Lhe inrm of
jeane  10al gealaliesf, 1LLeIss] sub
sifdies, O ILGSUTALSE, QIrecl pavInehs: ©

which are regurireC Lo DF enlered 10Lo
ant whrminisversC under procurement
L WF aliC reglilations.

(fy Zwesk contribuiion! mesne the re-
clpient’s Cash outlay, mmoluding ihe
outley of money contriouted vo Lne re-
cipieni DY third parties.

(g) Closepul mezns LIe DProcest by
whach & Federal awarding agency de-
wermines that zll applicable adminis-
trative actions and all revuired work of
the award heve bsen completed DY the
recipient and Federal awarding agency

(h) Controct means & prosurement
conuract under an award or subaward,
and & procurement subcontract under &
recipient’t or subreciplent’s contract.

{i, Cost sharing Or MAICRING IMEALS
tnat poriion of project or program
605ts Dot borne by the Federal Govern-
ment.

(3) Date of completion means the date
on whnich all work under an award is
completed or tne date on the award
doocwnent, or any supplement or
amendment vherete, on which Federal
sponsorship ends.

{ky Dasaliowed cosis meanE  those
charges Lo &n award that the Federal
awarding agency determines L0 be un-
aliowable, in accordance WiLL che ar-
pilicable Tederal cost primciples
pther terme and cvondition: contelned
in the award

1y Eguipment mesans itanglble non-
expendable personal property inciuding
gxempt property charged Girezily
the award having a usefnl life of more
than one year ant &l &CQUISITION COSU
of $E,000 or more per unit. However.
consisient with recipient policy, jower
limite mey be established.

iy Ezcess propeTiy mMeans Droperuy
under the ooniro!l of any Fsderal
awarding sgency thail, as determined
Dy the head thereof, I8 no longer re-
guired for its needs or the 4ischarge of
i1E responsiviiities.

) Ezempt property Means LALEIDie
DErSOLAD Proparsy atiuired in WLole or
in pert with Federal funds, where ihe
Federal ewardlng agency LaE SLaLULOTY
AUTHOrITY LG vest title wn the recipient

<

or




o

§21%.2

thout jursher obligation e e Fed-
sral Government. An example of 3u-
ampl property authorigy is contained
in the Faderal Grant and Uoopersiive
sgresment Act (31 U.S.C. 6308), for
property acquired under an award o
somduct basic or apphied research by 2
non-profit institution of hirher edu-
gation or non-proflt organization
whose principal purpese is conducting
scientific research.

(o) Federn! pwarding agency means
the Pederal agency that provides an
award to the recipient.

(p} Federal funds authorized means vhe
total amount of Federal funds obli-
rated by the Federal Government for
use 0y the recipient. This amount may
include any authortzed carryover of un-
ohligated funds from prior funding pe-
rinds when permitted by agency regula-
sions or agency lmplementing instruc-
tions.

(q} Federal share of real property,
equipment, or supplies means that per-
centage of the property’s acguisition
casts and any improvemen{ expendi-
tures paid with Federal funds.

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

(8) Intangible property and debt instru-
ments rmeans, but is not limited to,
trademarks, copyrights, patents and
petent applications and such property
28 loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangibie or in-
tangible.

(t) Obligetiens means the amounts of
orders placed, contracts and grants
awarded, services received and similar
transactions during a given period thai
require payment by She reciplent dur-
ing $he samie or a fubure period.

a) Culleys or erpenditures rneans
charges made bto the project or pro-
cram. They may be reported on 4 cash
or accrual basis. For reporis 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 subreciplents.
For reports prepared on an accrual
pagis, outlays are the sum of cash dis-

ur

2 CFR Ch. il (3-1-0¢ zdition)

bursemense {or direct charges Jar goods
and services, the zazmount of indirect ax-
pense incurred, the value of :n-kind
contributions applied, and the nst in-
orezse (or decrease) in the amounis
owed by the racipient jor goods and
other propesty received, ior servicas
performed by employeas, conbractors,
subrecipiencs and other pavees and
ather amounts becoming owed under
programs for which no current services
or parfoermance are reguired.

(vy Personal property means propersy
of any kind except real property. Tt
may be tenhgible, having physical exist-
ence, or intangible, having no physical
existence, such as copyrights, patents,
or securities.

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

(x} 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 exoluslons in §215.24(e) and (h)).
Prograrn income includes, but !s not
mited to, Income from Jfees for serv-
{ices performed, the use cr rental of real
or personal property acguired under
federally-funded projects, the sale of
commodibies or ttems fapricated under
an award, license fees and royalties on
patents and copyrights, ang interest on
ioans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in PFederal awarding
agency regulations or the terms and
conditions of the award, program in-
come does nhot include the receipt of
principal on loans, rebates, credits, dis-
counts, ete., or interest earned on any
of them.

{y) Project costs means all allowable
costs, as set forth in the applicable
Federal cost principles, incurred by &
recipient and the value of the confribu-
tions made by third parties in accomn-
plishing the obiectives of the award
during the project period.

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

(aa) Property rmeans, Unless otherwise

stated, real property, equipment, in-
tangible property and devt instru-
ments.

ATTACHMENT | C/
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OIAE Circuiors ond Guidance
T Rowl properiy meald 1zl JLiisG-
iy Aené ProvemeLus, guncturst and
appuruenLhcse  UhelsiG, bul  giciudes
movapit mashinery and synlpment,

coo Relpien: MeRLS & OTEan1zZaliol
receiving financial ws8iSlante CGireculy
{from Feleral cwardlng afgencieg wo
Cal'ry oul & project or program. The
rerm in¢ludes public and privale insti-
Lotions of higher sducation. public znd
private nospitels, end other guasi-puk-
li¢ and private non-profit organizations
such zg, but not limited Lo, community
aRLLION agencies, research Institutes,
gducaticmal azsscciations, and health
cenvere. The term may incinde com-
mercial orgenizations, foreign or wnter-
national organizations (such as agen-
cies 0f the United Nations) which are
recipients, sabrecipiente, or ocontrac-
LoTe Or subsontracuore of reciplente or
subrecipients at the discretion of the
Federal awarding agenty. The term
does nol lnclude governmeni-owned
contractor-operaved Iacllities or re-
searCh centers providing continued
support for missior-orientsd, large-
cale programe that are government-
pwned or controlied, or are designated
ae federaliy-funced research and devel-
opr:ent CeNLETE.

(ad; Reseerch and development means
all Tesearchk actlvities, Doth basic and
applied, and all Gevelopment activities
that are supported &t universiviss, col-
leges, and owher non-profit mstitu-
tione. ‘Research' 1E defined ze 2 evs-
vemanic study Girecied toward fulier
scientific EnewieGge ©r unfersiand:lig
o! the subject studied. “Development'’
ig the sysiematic use of knowledge a2nd
wnderstending geined from research di-
rected toward the production of useful
mmaberials, devices, SVSuems, Or Ineild-
ofs, including Gesign and development
of prowobypes andé processes. The term
research alsu includes activivies in-
volving the training of individuals in
ressarch lechnigues where SUCh activi-
ties utilize The same lacilities as other
repearch  and development acuivitizs
an€ wnert such activities are not in-
cinded 1n the instroction funetion.

‘e Smell cward:s means & grant or
nouperabive agreement not excesding

I purchase threshcif fined ot
currentiy $25,0000
Subecward meant arn awaréd of fi-
asBisLance in the form  of

£

e srLEll
T

VB

o

|42}

z

£2]
HOLEY, C7 Preperty 1L el of ImMone)
male wlLie: &l aWarl I & ISCIPIENRLT W
al eliglDie SLLISCIPIENL OF DY & SOb-
rECILIENT LW 2 lower Lier EUDreciflent.
Thne LerIn mclubGes financial asSisiance
wher providad by any isfal agresmient,
ever. if thie agreement is cklled =z Gon-
trect, DUt does nol include procure-
ment of goods and servicer nor doee 1t
include any form of assistante which 1
excluGed  fromm the definition o
taward' i {215 2(e).

{gg; Subrecipient means Lhe legal enti-
¥ 1o which & subaward 1z made ané
which is accouantable o the reclpient
{for the use of the funds provided. The
term méey include foreign or inter-
netionzl organizations (such as agexn-
cies of the United Natione) 21 the dis-
cretion of the Federal ewarding agsn-
cy.
{nh) Supplies means all personsz! prop-
erty excluding egquipment, intzngible
propertiy. ang debt insjyraments as de-
fined in this section, end inventions of
a contractor conceived or firgt actually
reduced to practice in the pericrmance
of work under z funding angreement
{(“subject inventions';, as defined in 27
CFE part 401, “Rignie 0 Inventions
Wade by Nonprofit Organizztions ant
Small Business Firms Unber Govern-
ment Grants, Contracis. and Couopera-
Ve AEreements.’’

{iij SuspensioT INSANS al ACTION D¥ z
Pegeral avarding agency that templ-
rarily withdraws Federal sponsorsni
unfer an awaré, penfing coTrrective ad-
wlon Dy the recipient or pending a decl-
sion to terminate the zward by ithe
Federal awarding agency. Suspension
of an award is a seperete action irern
suspension unfer Federal agency rega-
latione implementing B.O. 12548 (53 FR
6370, 2 CFR, 1986 Comyr., p. 188 and E.C.
12685 {54 FE 34181, & CFR, 188¢ Comp.. D
235), “Debarment ant Suspension.”

(i3 Terminciion meahs the cancella-
tion of Federal sponsorsniD, in whois o7
in peart, under an agreement &l any
timie prior Lo the date of completion.

friky Third puriy in-kind coniributions
means the value of nOD-CaEnR CONLTIDU-
ticne provided by non-Federal third
perties. Third party ip-kind contripu-

penfieble property, ant the value of
goods and services 4irectly benefiting
! AT A
i
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§215.3

[44]

and  specfically  dentifizble o uhe
PrOIRCL OF Program

iy Unbowdaied obligations. for finan-
cizl reporys prepared on a cash basis,
means sne amount of obligations in-
curred by the recipient that have not
iimen paid. Por reports preparsd on an
accrved expenditure basis, they rep-
resent, the amount of obligaticns in-
carred by she recipient for which an
outiay has not been recorded.

(mm) Umobligated bolance means the
poriton of the funds authorized by Ghe
Federzl awarding agency that has not
been obligated by the recipient and is
determined by deducting the camu-
lative obligations from the cumulative
funds authorized.

{nn) Uwrecovered indirect cosi means
the difference between the amount
awartded and the amount which couid
have been awarded under the recipl-
ent’s approved negotiated indireet cost
rate.

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

§215.3 Effect on other issuances.

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

§9215.4 Deviations,

The Office of Menagement and Budg-
et (OMB} may grant exceptions for
classes of grants or rectpients subject
to the requirements of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this pari shall be per-
mitted only in unuswal circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply iess restrictive requirements
when awarding small awards, except
{for those requirements which are stat-

2 CFR Ch. ll (1-1-Dé Edition)
ulnry  Exsaptions an a3 sase-hyv-od
hasis may alse be made by Federal
awarding agencies.

¢€215.5 Subswards,

Unless sections of this part specif:-
cally exclude subrecipients from cov-
erage, the provisions of thiz part shall
he applied to subregipients performing
work under awards if such subrecipi-
ents are institutions of nigher edu-
cation, hospitals or other non-profit or-
ganizations. State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the granis management common rule,
“Uniform  Administrative Reguire-
ments for Grants and Coeperztive
Agreements to State and Local Gov-
arnments,’”’ published at T CFR parts
3015 z2nd 3016, 10 CFR part 600, 13 CFR
part 143. 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 871, 875, 590, 850, 882, 905,
241, 988, 970, and 990, 28 CFR. part 66, 2§
CFF, parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and B0, 36 CFE part
1207, 38 CFR part 438, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFPR. parts 74, 92, 602, 1157, 1174, 1183,
1234, and 215, and 49 CFR part 18.

[69 FR 26281, May 1l, 2004, 25 amended at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

§215,10 Purpose.

Sections 215.11 through 215.17 pre-
scribe forms and instructions and other
pre-award matters to be gsed in appliy-
ing for Federal awards.

§216.11 Pre-award policies,

{a) Use of Grants and¢ Cooperaiive
Apreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument {i.e., grant, cooperative
apreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.3.C. 6301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or ocooperative
agreement shall be used only when the
principal purpose of a transaction is {o
accomptish & public purpose of support
or stirmulation authorized by Federal
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OWME Crculars ang Guidance

SLabuWLe  The SULIULLYY  CTILErNOn i
ChOOSILE DELWEEL fTanls &0 GLOpET:-
Live afreemente 1t thal {07 tne latler,
Csubslanilal involvernent 18 eXpeclel
LetwWeET The exXeCULIVe sZeDCY &LE ThE
SLELE, I0GA] FOVEINMEnL, O OUhET Te-
cipient When CEITYINE oul the aCLIvity
sonbempisled ir the agreement.” Con-
tracts 8nall be used Wnen the DrinCipal
PUTPOSE 18 aGQulsitiod of property or
services lor the direct benellt or use of
the Federa! Government.

(b) Public Notice and Priority Set-
ting. Federal swerding agencies shtal)
notify the public of ite intended fund-
ing priorities for discretionary grant
programes, wnless funding priorities zre
establisned by Federsa! statute.

£215.12 Torms for applying for Fed-
eral assistance.

{z) Federal awarding agencies shall
comply with the applicable report
clezrance requirements cf § CFR part
1320, “Controlling Paperwork Burdens
on the Public,” with regard to all
forms used Dy the Federal awarding
agency in place of or ae 2 supplernent
to the Standard Form 424 {(S¥-424) se-
ries.

() Applicants shall use the SF-424
series or tnose iorme and instructions
preseribet by the Federal awarding
agENCY.

() For Federal programe covered oy
E.0. 12372, "Invergovernmental Review
o Federal Programe,” (47 FR 30858, 32
CFE, 1882 Comp., p. 197; the applicant
shall compleie the ADPropriate SECTIONE
of the SF-424 (Applicetion for Federal
Assistance) indicating whether the ap-
plication was sabject to review by the
Suete Bingle Foini of Contact {SPOC).
The name 2nd addrese of the SPOC {or
& particular State can be obtained from
the Federal awarding agency or the
Cuiulog of Federgl Domesuc ASSisiance.
Tne SPOC shazll advise the applicant
whetner the prograrm {or whict applica-
tion 1s made hias beer selected by that
Stvate for review.

:d: FeGeral awarding agencies that do
not use the SF-<22¢4 fprm shouwld indi-
zale wnether the application is subject
vo review by the Btave unter E.O 12377

§215.18 Debarment and suspension.
Federal awarting afgenties &anc
cipiEnuE  Eneil gompiy with

re-
Feders]

(1

hn

CULAUIONE Inpiernenting E Cos
ZL6BE, THENT BTG Sus-
pensior ' Under thiost FEFUialions, cer-
Lain Dparvies whno are Usparred, sus-
penGed or otherwlse excluded mey not
DE PATTICIPANLE Or princivels :n Feberal
ZBEISLANIGE awalGe &nd subawarde, znl
in  certein  contracie  under those
ewards enc subawarde,

{76 #E 51879, Aug 3i, 2005]

L 215.14 Special award conditions.

If e applicant or reciplent: has 2 his-
tory of poor performernce, is not finan-
cizlly stable, has 2 management £ys-
tem that does net meet the standards
preseribed in this part, hae not con-
inrmed to the terme and conditions of
a4 previoug swarld, Or i DOT OLherwise
responsible, Federal awarding agencies
may impose additional requirements ae
needed, provided that such applicant or
recipient iz npotified in writing as to:
the nature of the additional require-
ments, the reason wny the additionzl
requirements are being imposed, ihe
nature of the corrective action needed,
the time allowed for cornplebing the
corrective actiong, and the method for
reguesting reconsideration of the addi-
tional requiremente imposed. Any spe-
cial conditions sball be promptiy re-
moved once the conditions  thet
prompted them have been corrected.

£215.15 Meiric svsiem of measure-
ment.
The Metric Conversion fLet, as

amenfied by the Omnibus Trede and
Competiviveness Act (13 T.5.C. 205) de-
clares that the metric systern is the
preferred measurement system for U.S.
traGe ant comimerce. The Act regquires
gach Federal 2gency Lo esiabdlish & date
or dates in consultation witt the Sec-
revary of Commerce, whern the metric
system of measurerment wili be used io
the agency’s procurements, grants, and
ovher pusinese-related acuivities. Miet-
ric implementation may take longer
where the use of the system i initially
impractical or likely Lo cause signifi-
cant inefficiencies in the acscommplish-
ment of federally-funcded ezcotivities
Feders] ewarding agencies shiell follow
the provigions of E.O. 12710, “'Metric
Usage 1n Federal Government Pro-
grems' (b8 TR 356801, 8 OFR. 1081 Comyp..
L. 542)

ATTACHAENT L,
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§215.16

615,18 Resource Conservaiion and

Recovery Act.

Under the Act, arny Ztate agency or
ngeney of & political subdivision of a
Stale which is using appropriaied Fed-
aral funds must comply with section
t002. Section 6002 reguires that pref-
grence be given in procurement pro-
srams 1 the purchase of specific prod-
uets containing recycied materials
identified In guidelines developed by
the Environmental Protection Agency
{MPA) (40 CFR parts 247-254), Accord-
ingly, State and iocal institutions of
nigher education, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federzl funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
ncts pursuant to the BEPA guidelines.

§216.17 Certifications and representa-

tions.

Unless prohibited by statute or codi-
fed regulation, each Federal awarding
agency is authorized and encouraged to
allow rec¢ipients to submit certifi-
gations and representations required
by statute, executive order, or reguia-
cion on an annual bhasis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
sifications and representations shall be
signed by responsiblie officials with the
authorily to ensure recipients' compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§ 215,20 Purpose of financial and pro-
gram managemendt.

Sactions 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-
;ablishing fund availability.

§215.21 BStandards for financial man-
agement systems.

(2) Federal awarding agencies shall
require recipients to relate financial

4
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on performance data and devaion
oS8t informasion wnenever orac-

date
unit
sical.

(h: Recipients financiz! management
systems shall provide for the following.

(1} Accurate, current and complete
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the reporb-
ing requirements set forth in §215.52. If
a Federal awarding agency requires re-
poTting on an accrual pasis from a re-
cipient that maintains 1ts records on
other than an accrual basis. She rectpi-
ent shall not be required to establish
an accruzl accouniing system. These
recipients may develop such accrual
data for its reporis on the basis of an
analysis of the documentation on hand.

(2) Records that idenéily adeguately
the source and application of funds for
federaily-sponsored activities. These
records shall contain information per-
saining to PFederal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

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

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

(d) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient frem the U.S.
Treasury and the issuance or rademp-
tion of checks, warrants or payments
by other means [Or programn purposes
by the recipient. T'o the extent that the
provisions of the Cash Management Imn-

provement Act (CMIA) (Pub. L, 101-453)

govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
OCMIA defagult procedures codified at 31
CFR part 206, “Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”
(G) Written procedures for deter-
mining the remsonableness, allocability
and allowability of ¢osts in accordance
with the provisions of the applicable

ATTACHMENT .
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Fensre! C0§, Dprincipies alf i€ Lerln:
16 GOl m wng of the awerd

'?‘ ACUOURTINE recoras including coust
‘:...'uf.ulq;u;ng recorar vhal are supporiec
Y SDUrLE GUCUMeTLetion

;. Wnere the Feterz!
FUEranbLess oI INSUres the repalment of
muney borrowed by the recipieni. the
Feleral awarélng &gency, al 11s discre-
tionh, may reguire adequate bonding
ant insuvrance if the bonding and insur-
ance reguirements of the Teclplent are
not deemed adequate te protect the in-
terest of the Feders! Government.

(d; The Federal awarding agency may
require adsquate fidelity pond coverage
whnere the recipient lacks sufficient
coverage Lo protect tbe Federal Gov-
ernment’s interest.

{e; Where bonds are required iv the
situations descrived above, the bonds
shall be obtzined from companies hold-
ing certificates of authority as accepi-
able sureties, as prescribed in 31 CFR
part 223, “Surety Compenies Doing
Businese with the United States.”
§216.22

(&) Payvment methods shall minimize
the time elapsing vetween the transier
of funds fromr the Umited States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by ouler
means by the recipients. Fayment
methods ol State agenties or instru-
mentaitties shel]l De consistent with
Treasury-Siate ClMI1A agreements or
defanlt procedures codifiegd at 31 CFR
part 205.

(py Reclpients aTe e be paid in ac-
vanGe, provided they maintein or dem-
onstrate the willingness to mainualn.

(17 Written procedures that minimize
the time elapsing between the wransier
of iands and éisbursement by the re-
cipient, and

{2; FPinanciz] managemnent sysLemE
thal meel the stenderds for {funt con-
trol and accountability as establishied
in §21E. 21 Cash advances to & Tecipient

Payment.

organization shall e limited 1o the
minimemr  amounts needed &nd  be

imed L0 be i accordance with the ac-
teel, immediate cesh reguiremente of
ihe recipient Organliaticrn ik CerTYIing
out tne purpost of the approvel Dro-

gralh  or project. Toe timing &Lé
armouni of CasSh abvances SNail DE &S

clese &f 1 aGministrelively leasitie o

GOVEINITLERT

TiE &ULLA. CLBLUrseinells LY Lhe TeOLDE-
entl OFEABRIZALION 0 QireCi prograrn of
projett GOBLE ZLE the Propurtlunatt
ghare 0f any 2llowable INA3TECT GLSLE.

(¢ Whenever possible. afvances snall
e consolidzied LG COVET anticipaled
cash neesds for 2l ewarde meade by the
Federai awarding agency L the recipi-
ent.

{1 AQVATCE PayMmenl IMECHALSTIE -
clude, but are not limited to, Treascry
check and eiectronic funds transier

{2y Advance paymenl MeCnanisme ale
supject 1o 31 CFR part 205,

(3) Recipients shall be avthorized to
submiy reguesss {or advances and reim-
bursements at least montnly when
elecironic fund transfers are not used.

(d) Beouests for Treasury check ad-
vance payment snall be submitted on
SF-270, “Pegusst for Advance or Reimn-
bursement,” or other forme as may be
authorized by OME. Thie form 15 not o
be used whexn Treasury check advance
payments are made toc the recipient
sutomatically through the use of & pre-
determined payment scnedule or i pre-
cluded by special Federal zwarding
agency instroctions for electronic
funde transier.

{e) Relmmpursement 1
method whern the rsguirements in
§215.12(p)  cannot be met. Federzl
awarding aApenciet INAY AISC USE Tis
method op any constTuciion  agree-

The preferred

menit, or i{ tbhe msajor porsien of tue
consiruction project is accomplished

througk private markel fimancing or
Federz] lcans, ant the Federal assist-
ance constifutes z minor portion of the
project.

{1} Whern the reimbursement meinog
is used, the Federal awarding agency
shzll make peyment within 30 days
afler receipt of the billing, nniess ihe
piliing is improper.

(Z) Recipienis shell pe authorized wo
submit reguest {or reimpursement at
least monthly wnen elecuronic funds
itransfere are not usec.

{1 If & recipient cannot meel the cri-
teriz for advance payments and the
Federa]l awearding agency has detler-
mined that reimbursement if not fes-
sible beczuse the recipient laCixes suffi-
gcient working capital. une Federzi

aWalQlnf agency mey pro cash on &
worlknng capiizl afv noe asv: Unger
tnif prousedure the Federal awarding
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5215.22

SLgeney advpnoe cash oo shne rs-
aipient o gover itg estimated dishurse-
=nent needs for an initial period gen-
erally gearad to the awardee's dis-
hursing cveie. Thereafter, the Federal
awarding agency shall reimburse the
~eciplent for ite actual cash disburse-
ments. The working capital advance
method of payment shall not be used
for reciptents unwilling or unable to
provide timely advances to their sub-
recipient to meet the subreciplent’s ac-
cual cash disbursaments.

(g7 To the extent avallable, recipl-
ents shall digburse funds available from
repazyments to and interest earned on &
revolving fund, program income, re-
bates, refonds, contract setilements,
audit recoveries and interest earned on
such funds before requesting additionzal
cash payments.

{h) Unless otherwise required by stai-
nte, Federal awarding agencies shail
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (h)2) or (2) of this section
apply.

(1} A recipient has faiied to comply
with the project cobjectives, the terms
and conditions of the award, or Federal
reporting requirements.

{2) The recipient or subrecipient is
delinquent in a debt to the United
States as defined in OMB Circular A-
129, “Managing Federal Credit Pro-
grams.” Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the recipient
vhat payments shail not be rnade for
ohligations Incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federai Gov-
ernment is liguidated.

(1} Standards governing the use of
banks and other institutions as deposi-
tories of funds advanced under awards
are 2§ follows. '

(1) Except for situations described in
paragraph (1)(2) of this section, Federal
awarding apencies shall not require
separate depository accounts for funds
provided to a recipient or establish any
elgibility reguirements for deposi-
tories for funds provided to a recipient.
However, recipients must be able o ac¢-
count for the receipt, obligation and
sxpenditure of funds.

Siver 1
Sl
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deposited and maintained
accounts whenever possible.

(j) Consistent with the national goal
of expanding ihe opportunities for
wamen-owned and minority-owned
business enterprises, recipients shall ba
encouraged o use women-owned and
minority-owned banks {a bank which is
owned at least 50 percent by wormen or
minority group mermbers).

(k) Reciptents shall maintain ad-
vances of Federal funds in interest
hearing accounts. unless paragraphs
(k)(1}), (2) or (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 o earn interest in excess of $250
per year on Federal cash balances.

{3} The depesitory would reguire an
average or minimum balance so high
that it would not be fezsible within the
expected Federzl and non-Federal cash
resources.

(1) For those entities where CMIA
and its implementing regulations at 31
CFR part 206 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852, Interest ameounts up to 5250 per
year may be retained by the recipient
for administrative expense, State uni-
versities and hospitals shzll comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

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

(1y SPF-270, Request for Advance or
Retmbursement. Bach Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when elactronic funds trans-
fer or predetermined advance methods

Adwvances of Federa) funds shall be
in insured
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wre LoL used Felera! awarding aren-
GBS NOWEVET, h&VE Lhe ORTiIon of using

this dorm {or (,onsum.,nmn DIGET&Imns
Lew of the 8F-271, “Outlay Report ang
Lepuest lor Reimbursement for Cou-
syrucuion Frograme

2 &F-211, Outlay EReport and Ee-
guest Tor Reimbursement for Consuruc-
1106 Programs. Each Federal awarding
apshity Shall adopt the SF-271 ac Che
stendard form 1o be used for reguesting
reimbursement {0or construction pro-
grams. However, a Federal awarding
agency may sobstivute the SF-270
whnen the Federsel awarding agency de-
termines that it provides adeguaie in-
formation to meet Federal necds

£215.28 Cost sharing or matching.

{a) A1l contributions, including cash
ané thrd party in-kindg, shall be ac-
cepted as paert of the recipient’s cost
sharing or meatching when such con-
rriputions meet 2l of the following cri-
terie.

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

(2j Are not included ae contributions
{or any other federally-assisted project
or program.

(3; Are necessary and reasonzble for
proper and efficient accomnplishment of
project or program objectives.

(4; Are allowable under the applica-
pie cost principles.

(b) Are pot paid by the Feders] Gov-
ernment under znouner award, except
where atthorized by Federa] statuie L0
be used {or cost sha.nng or matching.

(6y Are provided for in the approved
budget when reguireé by the Federal
aw a.rdmg AFENCY.

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

(b) Unrecovered indirect cosie may De
inciuded as part of cost sharng or
matoning only with the pricr 2pproval
of the Federa! awarding agency.

(¢) Valuss for recipient contributions
of services and properiy shall be estab-
lished in accordance with the applica-
ble cust principlss. 11 & Federal award-
iLE aE8NCY autnorizes recipienis o do-
nazve bulidings or land {for constraciion/
{acilities acguisivion Drejegus or iong-
term use, the value of the donaied
Property {or oSt Shaling 07 M&alChing
snall be the jesser of paragredns (e)fi}
or (2. 0f tnis ezction

[Ans
[N}

gzl

(..i

o1 Tpe eeruilisd value of the remadl-
ing lile 0f The Property recordsd 1L Lhe
recapient’s aCCULTILLNE Tecorde &l Une
mne of (onailion.

(2; The current i{alr Tnarketl value
Bowever, when tnere 18 sufficient jus-
wification, the Federal awarding agen-
oy Tnay ebprove the use of the current
{zir market valoe of the donated prop-
erty, even if 1t exceedE the cercified
vzlue at the tirne of donabior 1o the
project.

(d) Volunieer services furnished by
professional and technnical personnel,
consnltante, ané other skilled and un-
skilled labor meay be counted as cost
Bharing or matcning if the service is an
integral and necessary part of an &p-
proved project or prograrn. Rates {or
velunteer services shall be consistent
with those p&id jor sirnilar work in the
recipient's organizetion. In those in-
stancer in whick the required siilis are
not found in the recipient organlzation,
rates shall be consistent with those
paid {for sirnilar work in the labor mar-
ket in which the recipient competes for
vhe ¥ind of services invoived. In either
case, paid fringe benefits that are rees-
sonable, allowazple, zné zliocable may
be included in the veluation.

(e) When an employer cther than the
recipient furnishes the services of an
employvee, these services shall be val-
uet at the empleyvee’s regnlar rate of
pa¥ {plut an amount o fringe benefite
that are remsonzble, aliowabDle, angd zl-
losebie. put exclusive of overhead
costs), provided these services are in
the same skill for whnich the employse
is normally paigd.

(I3 Donated supplies
such iems at&

may include
gxpendanle eguipment.
office supplies, laboraztory supplies or
worksnop and classroorn  supplies.
Value assessed to donsted supplies in-
cluGed in the cost sharing or matching
share shall be rmsuname and shall not
exceed the {air market value of the
Droperty ai the time of the donation.

{g) The method used for determining
cost shamng or matching for donzied
eQuipmMeEnt, buildings and land for
whick title passes LC The recipient mey
differ zccording o vhe purpose of the
averd, ¥ paragraphe (g)(3) or (2; of this
seciion apply.

{1; X the purpose of the awa rg 15 o
85187 the resipient in the &aoq
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§215.24

of egulipment, duildings or land, she

of the donated properiy

ot value
may be claimed as cost sharing or
magtening.

:2) If the purpose of the award is to
aupport activities thalb require che use
of eguipment, bulldings or land, nor-
mally only depreciation or use charges
for eguipment and buildings may he
made Howsaver, the full value of equip-
ment or other capital assets and falr
rental charges for land may be allowed,
provided that the Federal awarding
agency has approved the charges.

(h) The value of donated properiy
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the following gualifica-
tions.

{1} The wvaiue of donated land and
buildings shall not exceed 1ts fair mar-
ket value at the time of donation te
the recipilent 2& established by an inde-
pendent appraiser {e.g., certified real
property appraiser or General Services
Administration representaiive) and
certified by a responsible official of the
recipient.

(21 The value of donated egquipment
shall not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation,

(3) The value of donated space shail
not exceed the fair rental value of com-
parable space 25 established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
building in the same locality.

{4y The wvalue of iocaned equipment
shall not exceed its fair rental value.

(5) The following requirements per-
tain 0 the recipient's supperiing
records for in-kind contributions {rom
third parties.

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

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

§216.24 Program income.

{a) Federal awarding agencies shall
apply the standards set forth in this
sechion in requiring recipient organiza-
tions 0 account for program income

50
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relavaed Lo projects {inanced in whaole or
in part with Faderai funds.

(3} Except as provided in paragraph
(h) of this section, program income
earned during the project period shall
be relained by the recipient and, in ac-
cordance with Federal awarding agency
regulations or the ferms and condi-
tlons of the awsard, shall be used in one
or more of the ways listed In the fol-
lowing.

(1) Added tc funds commitied w0 the
project by the Federal awarding agency
and recipient and used fo further eligi-
ble project or program objectives.

(2) Used to finance the non-Federul
share af the project or program.

(3) Daducted from the total preject or
program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based,

(c) When an agency authorizes the
disposition of program income 25 de-
seribed in paragraphs (b)) or (by2) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (by3) of
this section.

(d) In the event that the Feaderal
awarding agency doas not specify in its
repulations or the terms and condi-
tions of the award how program income
is o be used, paragraph {b)(3) of this
section shall apply auntomatically to
all prejects or programs except re-
search. For awards that support re-
search, parzgraph (b){(1) of this section
shall apply automatically unless the
awarding agency indicates in the terms
and conditione another alternative on
the award or the recipient is subject ta
special award conditions, as indiczted
in § 215.14,

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

) If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, cosfs incident
to the generation of prograem income
may be deducted from gross income oo
determine program income, provided
these costs have not been charged to
the award.

A A CHENT o G
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OB Cirzulorn: and Guidance
Frogesdt IroIn nE saie O propsruy

Send-

of wne Froperty
1see L2110 30 vhrongl, §212.37;
1y, Unless Federa awarding wgency
repulalions or The verms and condition
0f the awart provide otherwise, regiplk-
ents shall nave no ODUELTIOn U Lhe
Federa! Government with respect Lo
progralt inceme sarned rom Cense
fees and royelties for copyrighived ma-
verial, patlents, patent applications,
wrademerks, and inventione produced
ander an zward. However, Patent and
Trademart Amenaments {35 U.E.C 18
apply b0 nventions made under anu ex-
perimencal, developmental, or research
award.

£215.25 Revision of budget and pro-
gram plans.

(a; The pudget pian is the financiz]
expression of the project or program as
zpproved during the award process 1t
may include either the Federal and
non-Federal share, or only the Federal
ghare, depending upon Federal award-
ing agency reguirements. 1t shali be re-
lated oo performance for program evai-
ualtion purposes whenever appropriate.

() Recipiente are reguired to report
geviations from Dudget and program
plang, and reguest prior approvals for
pulgetl and program pial revisions, in
accordance with this section.

(¢; For nonconstruction awarde, re-
cipients shall reguest prior zpprovais
irem Federal swarding agencies for one
or more of the following program or
pudget reiated reasons.

(1; Change in the scope or the obyec-
uive of the projecl or program teven 1f
Thers iE Nio &8s0cGlated budget revigion
refguiring prior writlen approval).

(2; Change in a key person speciiied

the application or award document,
(8 The abeence for more ihan three
monehE, 0r & 28 percent refucuon In
time devoted 10 the project, by the ap-
proved project Girgctor or principal in-
vestigator.

{47 The need {or additional
funding.

{&; The yransier of amoupts budgeisd
{or indirect cogte Lo 2bsorh NCreasss in
direct cosie, or vice versa. if approval
i requiref by the Federsl awariing
zEenCY

1

Federal

£z1L.2

o

L The TLCIUEIOL. GlaEst wirivel
ohe Felela. awarding afelily, o! s6sLE
Thal TEOUIrE Priur wPLlove! i1 acterd-
anGe with any Of Uhe 10i10wing. as ap-
plicable

¢ CFE part 22, 'Cos. Principlss

[ERS

{or Bducational Insuitutions (OME Gir-
Cular A-815Y
41 2 CFER parl 230, Cost Frincpies

ijor Nor-Frofit Urganizations
cular £-12257

{111y 45 CFE part 74, Lmppendiy E,
“Frincipies for Determining Cosie L1
plicable uo Besearch and Development
under Grenis and Contracis with Hos-
pitzls;"’ and

{ivy 4B CFE part 31, "'Conirzct Cost
Principles anc Procedures.”’

(7, Tne transfer of funds &llovted ior
treining allowances (&1rect peyment 1o
trainees) o other cabegories of ex-
pense.

{8) Unless adescrived in tne applica-
tiopn and funded in the approved
awards, the subaward, transier or con-
wracting out cf any work under an
award. This provision does not apply o
the purchase of supplies, material,
eguipment or generz) support services.

(4) Mo other prior approval reguire-
ments for specific items may be im-
posed unless a Gsviation her Deen ap-
proved by OMBE.

{e} Except for reguirements lisved in
paragraphe (¢)(1) and (¢)4; of thie sec-
tior, Federal zwarding agentcies 2Te au-
thorized, at thelr oprion, w0 WaIiVe cost-
related and administretive prior writ-
ten zpprovais required by 2 CFR paris
220 and 230 (OME Circulars £-21 apnd A-
122). Boch waivers may include author-
1ZinE reciplents ¢ Q0 &Ny ODE O INere
of the {following.

(1) Incur pre-award costs 80 calendar
deve prior to award or more than 90
calendar days with the prior epprovel
of the Federal awearding agenty. All
pre-award cousite are incprrsd at tne re-
ciplent’s risk (i.e., the Federal award-
ing agency if under no obligation o re-
imburse such coste if {for any reason
he recipient does 1ot IsCE1VE an award
or if the awarg is less AT anucipated
and inadequate o cover SAch cosls).

{2, Initiate & one-time exivension of
The expiraticr date of the award of arp
Lo 1l rpenthe uniest One O more of The
folicving conditionte zpp.y¥ For one-

(OME Cir-
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215.26

W

sie awnensions, vhe recipient musth no-
tify the Federal awarding agency In
writing with the supporiing resasons
and revised expiration date at ieast i0
rays hefore the expiration date speci-
fied in the award. This one-time axten-
sion may not be exercised merely for
the purpose of using unobligated bal-
anees.

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

(11) The extension requires addistonal
Federzal funds,

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

(3) Cearry forward unobligated bal-
ances to subsegquent funding periods.

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

(fy The Federal awarding agency
may. at its option, restrict the transfer
of funds among direct cost categories
gr programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 znd the
camulative amouni of such btransfers
axceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a transfer that would cause any
Federal appropriation or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

(g) All other changes to nonconstrug-
tion budgets, except for the changes de-
scribed in paragraph (3) of this section,
do not require pricr approval.

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

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

{2) The need arises for additional
Faderal funds to complete the project.

2 CFR Ch Il (1-1-06 Ediiion)

3y £ revision is desired which in-
voives specific costs for which prior
written approval rgquirements may he
imposed consistent wit applicable
OMEB cost principlas listed in §215.27

{{; No other prior approval reguirs-
ments [or specific items may he {m-
posed unless a deviation has been ap-
proved by OMB.

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

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

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

{m) Within 30 caiendar days from {he
date of receipt of the request for badg-
et revisions, Federal awarding agencies
shall review the request and notify the
recipient whether the budget revisions
have been approved. If the revision is
gtil) ander consideration at the end of
30 calendar days, the Federal awarding
agency shall inform fhe recipient in
writing of the date when the recipient
may expect the decision.

[88 FR 26281, May 11, 2004, 25 amended at 70
FR 51880, Aug 31, 2005)

§215.26 Non-Federal audits.

(&) Reciplents and subrecipients that
are institutions of higher education or
pther non-profit organizations (inciud-
ing hospitals) shall be subject to the
audit reqguirements contained in the
Single Aundit Act Amendments of 1936
(31 U.S5.C. 7501-7507} and revised OMB

52
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SIME Chreuione and Guidance

Cirobial  A-18F O Audits ol Suklse
Loval Guvernrnenis, &anc¢ Norn-Frofn Or-

gaIInAIoOn:
(1 Stale &nt 1oval government shall
.

pe sUDjEC, LW The wudit regulrement:
contalned In e Single Audin Act
emendmenie of 1896 (31 U.E.C. 7b0i-

7807; and revised OME Circular £-i32.
CAndite of Staies. Lotal GOVErnmenls,
and Won-Profic Organizatuions.™

(¢ For-profit hospitels not coversd
Dy the audit provisions of revised OME
Circular £-132 shzll be subject Lo the

zudit requirements of the Federal
AWArAing agenciss.’
(d) Commercizl organizationc shall

pe subject to the audit reguiremente of
tne Federal awarding agency or ithe
prime reciplent a5 ingorporated Into
the awardg document.

£215.27

For each kind of recipient, there is &
set of Federal principles ilor dster-
mining allowabie coste Allowability of
costs shall be determined in accord-
znce with the cost principles applicable
o the entity incurring the coste. Thus,
zilowability of coste incurred by State,
ipecal or federally-recognized Indian
wripal governments is determined in
accordance with the provisions of 2
CFE part 225, “Cost FPrinciples for
Stase. Liocel, and Indlan Tribal Govern-
ments (OME Circular 4-87."" The aliow-
ability of costs mcurred by non-prefit
organizations is determined in accord-
anGe with the provisions of 2 CFE part
230, *Cost Principlee for Non-Profit Or-
genizations (OME Circenlar A-1223)." The
zllowability of ¢osis incurreé by insti-
tutions of higher education is deter-
mined in accordauce with the provi-
siong of 2 CFR part 220, “Cost Prin-
¢iples for Educatlonal Instivetnions
(OMEB Circniar £-213."" The allowability
of cosLE ipcurred by hospitals ic dever-
mined in accoraance with the provi-
sione of Appendix E of 46 CFE part 4,
cPrincipies {for Determining Cosls Ap-
plicable 10 Research and Development
Under Granie and Contracts witk Ros-

Allowable costs,

pivale.” The allowability of coste 1n-
surred by coInmercizl oOrganzaticns

2nC those non-profit organitations list-
&€ i Ariwchmens C oo Gurcular £-720 s

LaTL Ll
Gerermined in aGCOrialiCe Wit vhe pro-

]

vigions ol tat Feag
B
1

uisvion (FAF: &t
170 FE DIBBL, Aug 3, 2005

L2152 Period of availability of tunds.
Where 2 {unding perioC is specifiel, 2
recipient may charge LG the grant only
ellowabie cosbs resuiting irom oblige-
tione ingurrec during the {unding pe-
riof and any pre-award oS auinor-
ized 0¥ vhe Federal awarding agency.

£215.29 Conditienal exemptions.

(o) OME autnorizes condiriona ex-
emption from OME adminisiraitive re-
guirements and cost principles circu-
lzre for cerizin Felera! programs with
statutorily-anthorized consolidated
planning and consolldated admimisira-
tive funding, that zre ldertified by &
Federal agency and approved by the
Lead of the Executive deparument or
estaplishment. £ Federal agency shall
consult with OME during its consider-
ation of whether to grani such an ex-
emption.

(b) To promote efficiency in Statle
and local program  administration,
when Federz! nop-entitlement pro-
grams with comrmorn purposes have spe-
cific statutorilv.authorized  conscli-
duted planning and comnsolhifated ad-
ministrative funding end where most of
The State &Eency’'s IesotIrees COIMnE
from  non-Federzl sources, Federal
agencies may exempl these covered

tase-eaministered, non-entitiemen:
grant prograng from certain OME
grants managemenl requiremente. The
exemptions wouid be from:

1) The reguirements 1 2 CFR part
225, “'Cost Principles for State, Local,
and Indiar Tripal Governmenis (OME
Circular 4£-87y"  other than the
aliocability of cests provisions that are
contained in subsection C.2 of LAppendlx
£ Lo that part;

(2) The reguiremente in 2 CFE part
220, “'Cost Principies {or Educationsz
Institutione (DOME Circular A-213"
owher than the aliccablilivy of costs pro-
vigions that zre coniéined in DAragraph
7.4 in section C of the Appendis v that

par:

137 The requiremenss i 2 CFR part
230, "'Cost Principies for Non-FProfit Or-
ganizanionis (OME  Circular  A-12257
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ceher Lhan she aliocability of toste pro-
vis1ons ohat are in paragranph 4.4 In
sention & of Appendix 4 g chat pary;

45 The administrasive regairements
pravisions of part 215 (OME Circular A-
116G, ‘Uniform Administrative Reguire-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitats, and Other Non-Profit Organiza-
tions, ™) and

(5) The zpencies' grants management
sommen rale (see §215.5). _

¢(c) When a Federal agency provides
this flexibility. as a prersquisite to 2
State's exercising this option, a State
must adopt 1te own written fiscal and
administrative requirements flor ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, "'Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OME Circular A-
a7y and extend such policies to all sub-
recipients. These fiscal and administra-
sive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with alil applicable Fed-
sral statutory and regulatory provi-
sions, costs are reasonable and nec-
gssary for operating these programs,
and funds are not be used for general
expenses reguired to carry out other
responsibilities of a State or its sub-
recipients.

(4% FR 26281, May 11, 2004, a5 arnended at 70
FR. 51881, Aug. 31, 2005]

PROPERTY STANDARDS

§215.30 Purpose of property stand-

ards.
Sections 215.31 through 215.37 sed
forth uaniform standards governing

management and disposition of prop-
ersy furnished by the Federal Govern-
ment whose cost was charged to a
preject supported by a Federal award.
Federal! awarding agencies shall re-
quire reciplents to ohserve these stand-
ards under awards and shall not impose
additional reguirements, unless specifi-
cally required by Federal statute. The
recipient may use it own properiy
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

2 CFR 2h. H (1-1-06 Edition)

£ 51531 Insuranae coverapge.
Recipients shall, 2t a minimurmn. pro-
vide the eguivalent 1NSUTAnce coverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by uhe recipient
Federally-ovned property need not be
insured unless required by the ferms

and condisions of the award,

§215.32 HReal property.

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

(a) Title tc real property shall vest In
the recipient subject b0 the condition
that the recipient shall use the real
propersy jor the authorized purpose of
the project as long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding
Zgency.

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

(¢} When ¢the real property is no
jonger needed a8 provided in para-
graphs (a) and (b} of this section, the
recipient shall request disposition In-
structions from the Federal awarding
agency or 1ts successor Federal award-
ing agency. The Federal awarding
agency shall ohserve one or more of the
following disposition instructions.

{1) The recipient may be permitted fo
retain title without further obligation
to the Federal Government after i{
compensates the Faderal Govsrnment
for shat percentage of the current fair
market value of the property attrib-
utable to the Federal participation in
the project.

-
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OIAE Circulars onc Suidance

(2 The reCipiehi MEY DE AIreCuel WL
sell The Droperty ander guideliner Lri-
viosd DF the Fsegeral awarding agency
ant pay the Fegera! Government 1oz
vnat percentage of the current fazlr
marizel value of the properiy aiirib-
uvanle L the Federal participatlon in
tne project (afier deducilng notual ang
ressSonable selling and fix-up expenses,
if zny, from the szles procecds; When
the recipient is authorized or reguired
¢ 5ell the property, proper Salet proce-
dures shall be established that provide
for compstition to the extent prac-
ticable and result in the highest pos-
sible retarn.

{2} The recipient may be directed Lo
transfer title 0 the Property te the
Federal Government or to zp eligibie
third pearty provided that, in such
cases, Lhe recipient snall be entitied to
comypensation for its zttributable per-
centage of the current fzir market
value of the properyy.

£215.33 Federally-owned and exempt
property.

{a) Federullv-owned property (1) Title
w0 federally-owned property remaine
vested in the Federal Government. Fe-
cipients shzll submit annuslly an in-
ventory listing of {eferally-owned
property in their custody to the Fed-
gera! awarding agency. Upon completion
of the award or when the property is no
ionger needed, the recipient shall re-
port the property tc the Federal award-
g agency for further Federal agency
niilization.

{2y If the Federal awarding agency
nat no further need for the property, it
shal) be declared excese and reportec o
the General Services Administratiorn,
nniess the Federal awarding agency
has statnlory suthority to dispose of
the propervy by aliernative methoés
\£.¢.. the autnority provided by the
Federal Technology Transfer Lot (16
T.8.C 310 {I)) w donate research
eguipment w educational and non-prof-
it organizations in zoccooréance with
E.C. 12821, "lmproving Mathematics
end Science Educatien in Suapport of
e Netional Bduceation Goals” (57 FR
54285, & CFE, 1892 Comp.. p. 22807 AD-
wropriste insuructicns spell be issned
& vhe recipient by the Federz! award-
ing agency

[ 5a]

[

PropEYie WIRED BLaLULOTY
CoexisLE, ThE Felelal &

LG vESL TILlE W
properiy aeguired with Fedzral fundr
Ir the recipient withou! furcher ophga-
TN b the Federal Government ant
under conditions the Federal awerding
Lgency Cconsiders appropriaue.  Buth
roperiy if Cexsmpl properiv U Should
2 Federal awarding agency noi eslat-
st conditions, Titie LC exempt Prop-
erty upon acguisition shall vest in the
reciplent withoul further ODIIEaTiOn o
the Federal Government.

4
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£215.34 Eguipment.

(&) Title 10 eguipment aconired by =z
recipient with Federal funds shali vest
in the recipient, subject 10 conditions
of this seCTion.

(o) The recipient shall not use equip-
ment acquired with FPederal funds w
provide services 10 non-Federal outside
organizations for & {ee that is lesg than
priverle companies charge Ior egquiva-
lent services, nnless specifically zu-
thorized by Federal statute, {or as long
2t the Federa] Government retlains an
interest in the eguipment.

{¢; Thne recipient shall use the equip-
ment in the project or program for
which it waes acquired ae Iong as nesé-
ed, whether or not the proijsct Or pro-
gram CONTInUEE Lo be supporiet by Fed-
eral funds £nd shall not encamber the
property without spproval of the Fed-
eral awarding agency. Whnen no longer
nesded for the original project or pro-
grarmn, the recipient shali use The equip-
ment in connection with ite otber fed-
erallyv-sponsored activities, in the {oi-
lowing order of priority:

(1) Activities sponsored by whe Fec-
sral awarding agency which fundec tne
original projsct, then

{2y Leotivitier sponsoret Dy oiher Fed-
eral awarding agencies.

(47 During the time that eguipment
is used on the project or program ior
wnicn it wae acguired, the recipient
shall make it zvailable for use on other
projects or programs if such cther use
wil] not interfere with the work on the
project or program {or which the egrip-
ment wat originsliy acguired. First

rejerence {or such OCher uss ghall be
giver L0 OUner proiscis or Programs
sponsored by the Federal awearding
zgency thatl financed eduipment;

i
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§215.34

sucond preferemee shinll be Ziven W0
projects 0T programs  sponsored DY
ather Federa! awarding agencies. If she
cquipment is owned by the Federal
Tovernment, use on other actlvities
not. sponsored by the Federal Govern-
ment shall be permissible if anthorized
ny the Federal awarding agency. User
charges shall be treated as program in-
come.

¢8) 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 o the ap-
proval of the Federal awarding agency.

(f} The recipient's property manage-
ment standards for equipment acquired
with Federal funds and federally-owned
squipment shall inctude all of the fol-
iowing:

(1) BEquipment records shall be main-
tained accurately and shall include the
following information.

(i} A description of the equipment.

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

(1i1) Sonrce of the equipment, includ-
ing the zward number.

(iv) Wnether title vests in the recipi-
ent or the Federal Govaernment.

(v) Acquisition date (or date re-
ceived, if the eguipment was furnished
by the Federal Governiment) and cost.

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

(vii) Location and condition of the
equipment and the date the informa-
sion was reported.

(viii) Unit acquisition cost.

fixy 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 Federal awarding
agency for its share.

2y Equipment owned hy the Federal
Government shali be identified to indi-
cute Faderal ownership.

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

(4]

2 CFR Ch. li (i—-1-06 Edition)

fevanoen:  bhetween ouantuities dener
mina=d by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the Inven-
sory, verify bhe existence, current uti-
lization, and continued need for the
equipment.

{4} A control system shall be in effect
to insure adeguate safeguards to pre-
vent loss, damage, or theft of the
squiprnent. Any loss, damage, or theft
of equipment shall be investigated and
fully documented; if the eguipment was
owned by the Federal Government, the
recipient shall promptly notify the
Faderal awarding agency.

(5) Adequate maintenance proceduress
shall he implemented {0 keep the
squlpment in good condition.

(6) Where the recipient is autvhorized
or required to sell the eguiprnent, prop-
er sales procedures shall be established
which provide for competition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the equipment, the eguipment
may be used for other activities in ac-
cordance with the following standards.
For eguiprnent with a current per unit
fair market vaiue of $56000 or more, the
recipient may retain the equipment {or
other uses provided that compensation
is made to the original Federal award-
ing apency or It successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federzl participation in the cost of the
original project or program to the cur-
rent fair market vaiue of the equip-
ment. If the reciplent has no need for
the equipment, the reciplent shall re-
guest 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
regnirement exists within that agency,
the availabillsy of the equipment shall
be reported to the General Services Ad-
mintstration by the Federal awarding
agency to determine whether a reguire-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar




OME Cuculars and Guidance
deve alie: e TellJAenl = regussl =I.0
ohe fol.owing proLsaures snell goverrn

71017 st instrucued or 1Y GiSDOSiTIOL
INSLTUCTIONE &TE NOl i8sued withln 120
saienfar aaye afler Uhe recipieni’s re-
guest, Ghe recipient sizll sell The
cguipmeni &Rd relmburse the Federz]
wWarging afenty &Il aThouni computed
oy applying o the sales proceeds the
percentage of Federal parvicipation in
the cost of the Original project or pro-
gram. However, the recipient shall be
permitbet to Geducl and retaln {rom
the Federal snare $500 or ven percent of
the proceeds, wnichever s less, for the
recipient’'s selling and handling ex-
PEDEEs.

(2; 1 the recipient is instructed to
ship the eguipment elsewhere, the re-
cipient snall b¢ reimbursed by the Fed-
erz) Goveroment by an amount which
is computed DY aDPIVINg the percent
age of the recipient’s participation in
the coest of the original project or pro-
gram to the corrent fair market value
pf the eguipment, plus any reasonable
snipping or interirn storage coste in-
curred.

(3 1T the recipient i& instrucied Lo
otherwise dispose of the equipment, the
recipient shall be reimbursed by the
Federa) awarding agency for such costs
incurred in its disposition.

{4y The Federal awarding agency may
reserve the right to transfer the title
%o the TFederal Government or to 2
third party named by the Federa! Gov-
ernment when suchk third party is othb-
erwise eliglple under existing statutes.
Such transfer shall be subject to the
following standards.

(i) The eguipment shall be appro-
oriztely idertified in the award or cih-
erwise made Enown 1o the recipient in
writing.

(ii; The Federal awarding agency
chzll  issue  dispositiorn  inmstractions
withic 120 calendar deys after receipt
of & fina) inventory. The final inven-
tory shell st zll egquipment acguired
with grant junds and {ederzlly-owned
equipment. 1Y the Federal awarding
agency Ialls bo issue disposition in-
structions within the 120 calender Gazy
period, the recipient shell 2Dpiy The

svanfarde of this section, &F ADDIO-
Lriete.

111l Wnen tne TFederal awarding
&EENCY BLEYCISES 1l righi Lo bale tivie,

[84]
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£ 215.85 Supplies and

able property.

other expend-

{a; Title L0 supplies and other ex-
pendaple property snall vest in the re-
cipient npor scquisition. 1Y there i &
residuzl invenuvory of pniused supplies
exseeding 35000 1»  total aggregale
velue apon lermination or comPpletion
of the project or program and the sag-
plies are not needet for any otner fed-
erzlly-sponsored Dproject or Program,
the recipisnt shall retain the supplizs
{for use on nonh-Federal sponsoresd ac-
tivities or sell them, but shzll, ip e:-
ther case, compensate the Federal Gov-
ernment for ite share. The amount of
comipensation shall be computed ir the
same manner as {or egquipment.

(o; The recipient shall not use sup-
plies acquired with Federal funds o
provide services Lo non-Federal outside
organizatione for a fee that is less than
private companies charge for equive-
ient services, unless specifically au-
thorized oy Pederal statute as long ae
the Federal Government retains ar in-
verest In the supplies.

$215.86 lotangible property.

(&) The recipient may copyright any
work thal is subject iC copyright and
was developed. or for which ownership
was purcnased, onder an award. Toe
Federsl awarding sgency¥(ies) reserve &
royalty-iree, nonexclusive and irrev-
ocable right to reproduce, publish, or
otherwise use the work {for Federal pur-
poses, and 1o anthorize otkers te do so.

(b} Recipients are subject u¢ applica-
bie regulations governing patents and
inventions, including governmenit-wide
regulations issued by the Department
of Commerce at 3% CFR part 401,
“Rights 10 Inventions Made DY Non-
profit Orgenizetions zud Small Busi-
nese Firms Under Government Grants,
Contracie ant Opoperative  Lgree-
ments.

(¢} The Federal Government has whe
mght o

(3. Obtein, reproduce,
erwise use 1ihe
unGer a6 &wWare,

pubiisl or oik-

Gz first produoced
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§215.37
(0% suthorize others Lo regeive, repro-
duce, publish, or atherwise use such

flase for Federal purposes

dh {1 In addidion, in rzsponse Lo a
Freadom of Information Act {FOLA) re-
auest for regearch date relating to pub-
Hished rescarch findings produced under
an award Shat was used by the Federal
Covernment in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
reqiest, and the rectpient shail pro-
vide, within a reasonable time. the re-
search data so that they can be made
available to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obtains
the research data solely in response o
a FQIA request, the agentcy may charge
the reguester a reasonable fee egualing
the fuli incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.C. 552(a)(4)(A)).

(2) The following definitions apply
for purposas of paragraph (d) of this
section;

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to validate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of sclentific pa-
pers, plans for future research, peer re-
views, or somrmunications 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 to 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-
closare of which would constitute a
clearly unwarranted invasion of per-
sonal privacy, such as information that
noold be used to jdentify a particular
person in a research study.

7ii) Published is defined as either
when’

(&) Research findings are published
in a peer-reviewed sclentific or tech-
nical journal; or

o

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

/B & Paderal arency publicly and of-
figizliy cites the researcn findings in
suppory of an agency action that has
the force and effect of law,

(1ii) Used by the Pederal Government
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency action that has
the force and effect of law.

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

[68 FR 28281, May 11, 2004, as amended at 70
FR 31881, Aug. 31, 2006]

§215.37 Property trust relationship.

Real property, equipment, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficlaries
of the project or program under which
the property was acquired or improved.
Agencies mey regquire recipients to
record lieng or other zppropriate no-
tices of record to indicate that per-
sonal or real property has been ac-
quired or improved with Federal funds
and that use and disposition conditions
apoly to the property.

PROCUREMENT SBTANDARDS

of procurement

§215.40 Purpose
standards,

Sections 215.41 through 215.48 set
forth standarde for use by recipients in
establishing procedures for the pro-
curement of supples and other expend-
able property, equipment, real property
and other services with Federzl funds.
These standards are furnished to en-
sure that such materials and services
are obtained in ar effecfive manner
and in compliance with f{he provisions

ATTACHMENT
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of apbiiosoie Feliera! BLaiuler anc ex-
eculive praers No adéitionél procore-
ment sLanfards O regulremenit shnell
pe 1mposed TY the Federal awalding
agenCles UDODL TeCIDienis, UnieSs Spe-
cifically reguired Ly Federa: stabule Or
executive order or anpproved vy OME.

t215.4] Recipient responsibilities.

The standarGs contained ip this sec-
1106 4o Lol relieve the reciment of the
contractual responsibilities arising
under ite contract{s). The recipient is
tne responsible authority, without Te-
course o the Federal awarding agency,
regerding the settlement and satisfac-
tion of 211 contractual and administra-
tive issuec arising out of profurements
snrered into it support of an award or
otner agreement. This includes dis-
putes, claims, proteste of award, source
eveluation or other masters ¢f a con-
tractual neture. Matters concerning
violation of statule are wo pe referred
1o such Federal, State or local author-
ity at mey have proper jurisdiction.

t215.42 Codes of conduct.

The recipient shzall maintain writien
standards of conduct governing the
periormence of its emplovees engaged
in the award and administration of
contracis. No employee, officer, or
agent shall participate in the selectiom,
aWard, or sdministraetion of £ contract
supported by Federzl funds if a real or
apparent conflict of interest would De
invoilved., Buch & conflict would arise
wher the employee, officer, or agent,
an¥ member of his or her immediate
{fzmily, his or her partner, or &n Orga-
nization which employe or i apoul Lo
employ any of the parties indicaved
nerein, hes z financial or other interest
in the firm selected {or an award. The
officers. empiovees, and agenis of the
recipient snall neither solicit nor ac-
sept gratuities, {avore, or anything of
monetary value Irom ¢ontractors, or
parties oo subagreemente. However, re-
cipients mey set standards for situa-
tione in whicnh the finencial intersst is
not subsuantial or the gift 1€ ap unso-
ucited ivem of nominal value. The
svanfdards of conduct shall provide for
disciplinary actioms to be applied for
viclations of such standards by offi-
. employees, gr agents of the re-

3010.42

£1} procurement LIBOSaCTIONE Sk
pe cundueled i & malner Lo Provice
LG The MEXAIMUIL exuent praciickl obsel:
zné Iree compellition. The recipaen:
snall Le alert w organlzational .oin-
flicwe of interest at well a8 NONGOMDED:-
tive praCtices 2mong contractors that
may restrict or eliminaie competition
OF OUherwise resirain irade, In order ue
ensure opjective contractor periorm.-
ance ang elirninate unizair compebitive
advantage, contraclors thet develop or
draft specifications, reguirements,
statements ©f WwWork., invivations ifor
pids and/or regueste {for proposals shall
be excluded from compezting for such
procarements. Awards shall e meade Lo
the bidder or oiferor whose bid¢ or offer
ie responsive Lo the solicitation and is
most edvantageous e the rscipient,
price, quality and other factors consid-
ered. Solicitations shall cleariy set
forth all requirements that the bidder
or offeror shall fuifill in order for tone
wid or offer tc be evalnated by the re-
cipient. Any and all pids or offers meay
be rejected whern it is in the recipient’'s
interest o 4¢ so.

Cempetition

§215.44 Procurement procedures.

{z) £1 recipients shall establisk writ-
ten  procurement procedures. These
procefures sphell provide for, at & min-
imum, tha$ paragrapns (a)1), (2) andé
(3) of thie section apply.

{1) Recipients avoid purchasing un-
necessary tems.

(2) Wonere appreprizte, an anzlysis 1s
made of lease and purchase &lier-
natives to Geiermine whico wounld be
thie MOST economical and praciical pro-
curement for the Federal Government.

{3) Solicitations for goods and serv-
ices provide {or 211 of the {ollowing.

{17 £ clear ané aoourTate Qescription
of the tecnmica! reguirements for the
material, product or service Lo De pro-
cured. In cumpetitive ProCuremnerius.
such 2 description snall net contaln
iestures which uwnduly restrict comn-
petitlon.

(ii} Reqguirements which
ofigror must Juwlifill and ali cther iac
vOTE Lo De useC in evazluating bigs o
DIGDOBHIE.

(i1l A Cdeszripuio whenever Dral-
vicable, 2 Lechnicel TeQuiremenis 1T
verme of funciions U6 D& periormed or

the bidoer

e
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performs ~erplirad ineluding the
Fange of acceptable characieristics or
minimum acceptable standards.

7ivi The specific features of “‘orand
name or egual’ descriptions that bid-
ders are required to meet when such
items are included in the solicitation.

tv) The acceptance, to the extent
practicable and economically feasible,
of products and services dimensioned in
the metric system of measurement.

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

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

(1) Ensure that small businesses, mi-
nerity-owned firms, and women's busl-
ness enterprises are vsed Lo the fullest
extent practicable.

(2) Make information on forthecoming
apportunities avzilable and arrange
time frames for purchases and con-
tracts to encourage and facilitate par-
ticipation by small businesses, minor-
ty-owned firms, and wormnen's business
enterprises,

{3) Ceonsider in the contract process
whether {irms competing for larger
contracts intend to subcontract with
small husinesses, minority-owned
firms, and women's business enter-
prises.

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

(5) Use the services and assistance, as
appropriate, of such organiszations as
the Small Business Administration and
the Deparsment of Commerce’s Minor-
ity Business Development Agency In
the solicitation and utilization of
small businesses, minority-owned {irms
and women's husinass enterprises.

(¢) The type of procuring instruments
used {e.¢.. [ixed price contracts, cost re-
imbursable contracts, purchase orders,
and incentive contracts) shall be deter-
mined by the recipient but shall be ap-

60
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propriate for the parsicular procure-
meant and for sramoting the hest inuer-
est of the program or project involvad
The  ‘‘cost-plus-a-percentage-of-cosg”
or "“percentage of construction cost"
methods of congracting shall nof be
zsed.

(@) Contracts shall be made only with
responsible contractors who pOSsess
the potential abllity to perform suc-
cessfully under the terms and condi-
tions of the proposed procuarsment.
Consideration shall be given to such
matters as contractor integrity, record
of past periormance, financial and
technical rescurces or accessibllity to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agencies' im-
plementation of E.O.s 125648 and 12689,
"Debarment and Suspension.”

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

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

(2) The procurement is expecied to
exceed the small purchase threshold
filxed at 41 U.5.C. 403 (lI) (currently
$25,000) and is to be awarded without
competition or only one bid or offer is
received in response $0 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 hid procure-
ment.

(8) A proposed contract modification
changes the scope of a con$ract or in-
creases the contract amount by more
than the amount of the small purchase
threshold.

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
praocurement files in connsction with

ATTACHMENT
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- procurement awotion Frige aliei-
e acLumplisned i varnous
. tuding  Tthe comparison ol
pPrice GUULRLIDNE  submitted, market
nrices &né  gimilar intdicla, logether
winl discounte Cosl analvels is the re-
view and evaluasion of eack eiemernt of
COSL 1o Gelermine TeasOnablenesc,
allocapility and allowability.

t215.48 Procurement records.

Frocurement records andé fijles for
purcheses in excess of the small pur-
chase threspold shall include the ol
lowing &t & minimuam:

(a; Basis for contractor selection;

(p) Justificetion for lack of competi-
vion wher competitive Dids or offers
are not oblained; and

(¢} Basie for award cost or Drice.

£ 215,47 Contract administration.

A systern for contract administration
snall e meintained to ensure con-
tractor conformance with the terms,
conditions and specifications of
contract and to ensure adequate and
timeiy follow urp of all purciases.
cipients shall evaluaté CONLTacLor per-
formance and document, &5 appro-
priete, whether contractors have met
the terms, conditions and specifica-
tione of vhe contract.

t215.48 Contraect provisions.

The recipient shall inciude, in aGdi-
tioh e provisionEe to define a sound and
complete agreement. the following pro-
visione ir all contracts. The Iollowing
provisiens shall 2isc be applied to sub-
contracts

(&) Convracts in excess 0l the smeall
purchase tnreshold shall conialn Con-
tractnal provisions or conditions thai
zliow for administrative, coniraciual,
or legel remedies in instances 1m which
4 CONuLrattor viclales Or preacnes ine
contragt terme, eand provide for such
remedial &ctlone &S Imzy De aDpro-
priate.

(by Al contracts in excess of the
small purchase threshoié skall contain
suitable provisicns {or termination by
the recipient, incinding the menner Ly
which termination snell be efiected
and the basis for setilement. In aGds-
tior, such contrachs snall describe con-
Gitions under which the contract mmey
be vermingted for Gelault ze well ze

§215.48

cenditiene where the couniract mey e
VESMILALSE beCzuse ©f CITeumsuanses
pevond She Gonire! 0! Vhe COnLTacLoy

(¢; Except as oGherwise required oy
BLETLLE, &L award Lhnal reguires tne
GULLreacting (0T SULCUDRLrzcting) ior
construction or {acility improvemernts
ghall provide {or the recipient 1o iollow
ite own requirements relating te e
Fuikranvees, [EFIOTMAance ponds, ant
payment LoRGs Unless The cONsSLruction
contraCt  or  subconiract exceels
$10(,000. For those CORtTacts or sub-
contracte exceeding $100,000, the Fed-
gra! ZWErding Bgency may accept the
vonding policy &nd requirements of the
recipient, provided the Federal award-
1ng agency has made a2 determination
that the Federal Government's interest
is adeguately provected. If such & de-
termination has not been made, tLe
minimurn requirermnents shail be as {¢l-
lowe.

(iy £ bid gueraniee frorn each bidder
equivalent to five percent of the bid
price. Toe “pid guarantee’ shall con-
sist of & firrn commitment such as &
bid bond, certified checlk, or cther ne-
gotieble instrument acComMpanying z
pid a& assurance that the bidder shall,
upon acceptance of iz bid, execute
such contractual documents at rmay de
reguireé within the time specified.

{2) & performance bond on the part of
the contractor for 100 percemt of the
contract price. 4 “performance bond'’
iz one executed in connectior with 2
contract to secure fuifillment of all the
contractor's obligations under such
contract.

(3; & payment boné or the part of the
contractor ior 100 percent of the con-
tract price. & peyment pond’ is one
executed in connection witt a contract
Lo assUTe paymment as reguired DY siat-
ute of all persons suppilying labor and
meaterial in the execution of the work

rovided {or in the contract

{4 Where bonds are reguiref in uhe
sipuations descriped herein, the bonds
shall be obiained from companies hold-
ing certificates of authority ar accepi-
apie sureties pursuznt to 31 CFR part
222, “Swrewy Companies Dolng Business
with the United Suates.”

{d; A1 negotiaiel coOntralls (ExXCEDL
tnose {or less tnan the emall purchase
tnreshold: awgrded Dy recipiente shall
inciades & provision ic the effsCl that
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tne recipient, che Federal awording
agency, the Comptrolier General of ihe
United States, or any of their duly an-
Lhorized representatives, shall have ac-
s@86 to any boolzs, documents, papers
and records of the contractor which are
directly pertinent to a specific pro-
gram for the purpose of malring audits,

axaminations, excerpts and sran-
seriptions.
(e) All contracts, Including smali

parchases, awarded by recipients and
their contracters shall contain the pro-
curement provisions of appendix A Lo
this part, as applicable.

REPORTS AND RECORDS

§215.50 Purpose of reports and

records.

Sections 21551 through 215.53 set
forth the procedures for monitoring
and reporting on the recipient’s finan-
cial and program performance and the
necsssary standard reporting forms.
They 2lso set forth record retention re-
quirements.

§215.51 Monitoring and reporting pro-
gram performance.

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

(b) The Federal awarding agency
shzll prescribe the fregauency with
which the periormance reports shall be
submitted. Except as provided in
§215.51(1), performance reports shall
not be required more freguentiy than
guarterly or, iess {requently than an-
nually. Annual reports shall be due 90
calendar days after the grant year;
guarterly or semi-annual reports shall
be due 30 days after the reporting pe-
ricd. The Federal awarding agency may
reguire annua] reports before the anni-
versary deates of multiple year awards
in lieu of these reguirements. The final
performance reports zre due 90 cal-
endar days after the expiration or ter-
mination of the award.

{¢) If inappropriate, a2 final technical
or performance report shall not be re-
gquired after completion of the project.

82
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(d; Wnen reguired, periormance re-
ports shall generally contairn, for each
award, brief information on each of vhe
follewing.

(1) A comparison of acsual accom-
piishments with the goals and objec-
sives established for the period, the
findings of the investigator, or both.
Whenever appropriate and the outpui
of programs or projects can pe readily
guanvified, such quantitative data
should be related to cost date for com-
putation of unit costs,

{2) Reasons why established goals
were not met, {f appropriate.

(3) Other perfinent information in-
cluding, when approprizte, analysis
and explanation of cost overruns or
high unit costs.

{e) Recipients shall not he required to
sabmit more than the criginal and two
copies of performante reports. .

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

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

(h} Federa} awarding agencies shzall
comply with clearanoe requirements of
&5 CFR part 1320 when reguesting per-
formance data from recipients.

$215.52 Financial reporting.

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

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

(1) Each Federal zwarding agency
shall require recipients t¢ nse the SF-
268 or SF-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have the optlon of
not requiring the SF-269 or SF-28%4
when the SF-270, Request for Advance
or Reirnbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined &c provide adequate infoermation

a'F—_
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N8 el & finme
4¥-26t

Lite COIm

Leel U Lissds exeeid

SF-265£ shali ve requilses at
LETION: Of the project whel the
usel Oy ur alvanoes
Feticral awarding agency
gnall prescrive whether She report Shail
e on & Cash Or accrual basis. 1If tne
Feaerz: zwarding agency regulres ac-
prua; nlormetion and the recipent’s
AwCGOULTINE records are not normally
rept on Lhe acereal pasis, the recipient
shzll not De required LO conVeErt 1te ac-
sounting svsiem, but shall deveiop
such accrnal irformetion through Dest
estimates based on an analysis of the
documentation on hand.

(iii; The TFederal awarding azgency
snall determine the frequency of ihe
Financial Status Report {for each
project Or prograrn, considering the
size and complexity of the particular
project or progreamn. However, the re-
port shall not be reguired more Ire-
guentiv than guarieriy or lesg fre-
guently than annually. & final report
shall be reguired at the completion of
the agreemient.

fiv)y The Federal awarding zgency
shall require recipients to submit the
SF-265 or SP-26%% fan original ang no
more thal two copies) o later than 30
dzys =fter the end of each specified re-
porting perio@ for quarterly and semi-
anpual reporte, and 50 caiendar Gays
{for pnnual and final! reports. Exten-
zione of reporving Gue dates mMay be ap-
proved by the Federal awarding agency
wpon request of the recipient.

(2) SF-2712, Eeport of Federal Cash
Transactions.

{i) Whnen iunds are advanced Lo re-
cirients the Federal awarding agency
ehall reguire each recipient t¢ submit
the 5F-27¢ and, whel necesSzry, iue
contvinuation sheet, SF-27%a. The Fed-
era; ewarding agency shall use thie re-
port Lo monitor czsh advanced Lo re-
cipients ané tc optain digbursement in-
{ormation for each agreement with vhe
recipients.

{11} Federal awardlng agencies may
require forecasts of Federz! cash re-
guirements 1n the "Hemarks" section
ol thie report.

(ii1; Wren praciical znd deemed
sal'y, Federal awel'@ing afencies IMay
guire recipienie o report in the
Lemearks’ section the amount of Cash
vanGEE reseived 1D emcest of lee

SF-27

1. Tne

Lal

nec-

]

[

.o

o

<
L%

vio Recipientt chwll nrovide  gnor
ATTETIVE SXPIALAlIens O aCIiOnRe §
LU TEAUGE UhiE excess DRlanoes.

vy Fecipienhte snall e required Lo
SULIL1T N0 IOTE Thal Lhe origing! end
vwo copies of the SF-27¢ 15 caientar
Gays [ollowing ihe enc of eatlh guarier
The Federa! aWardinf egencies May re-
guire & montnly report {rom those re
cipients receiving advanse: Lotaling &1
millicn Or mMore DEr veas.

(v Federal awerding agencies may
waive fhe reguiremen: {or subrnission
ol the S¥F-27¢2 {or any¥ one of the fol-
lowing reasons:

(L) When rnonthly advances do not
exceed $25,000 per recipient, provided
that suck advances are rmonitored
through other forme cobtained in tnis
section;

{B; 1{, in the Federz] awarding agen-
CY'E opinion, thEe IeciDient’cs accounting
controls are awdeguate 10 minimize ex-
cessive Federal advances; or,

(C; When the electronic Dayment
mecthanisms provide adequate dana.

(b) Whern the ¥ederal ewarding agen-
¢y needs additional information or
more Ireguent reports. the ivilowing
snall be observed.

{1y When additional infcrmeation is
nected o comply with legislative re-
guirements, Federal awarding agencies
shall issue instructions to reguire re-
cipients to submit such mformation
under the ‘'Remarks'’ secticn 0] thE Te-
DOTrLE.

{2} When & Federal awarding agency
determines that & recipient’s sccount-
ing svster doet not meet the standards
in £215.21, zaditional pertinent infor-
mation 1o jurther monitor awards mey
be obtzined upon writlen notice to the
recipient unti) such time as the sysiem
iz brougnt up to standard. The Federal
awarding agency, iv obtaining tpis in-
{ormetion, shzll comply with reper:
clezrance reguirements of & CFR pari
1320,

{3y Federal awarding agencies are en-
courzged to shade out any line item on
eny repor: if not nECessary.

{4, Feferal sewarding agencies may
accept the identical information irom
the recipierls in maghine readabie for-
mal or tomputer prinseuts or elec-
tromic oatpune 1o lien of prescribel for-
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§215.

(5 Tederal awarding Agencies muy
provide computer o alecironic outpuLs
w6 recipiente when such expedites or
sgniributes to She acouracy 97 report-

ing.

k215.58 Retention and access require-
ments for records.

(z) This section sets forth reguire-
ments for record retention and access
to records for awards to recipients.
Federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.

{b) Mnancial records, supporiing doc-
uments, stagistical records, and all
other records peruinent o an award
shzll be retained for a period of three
yvears from the date of submission of
the final expenditure report cor, for
awards that are renewed guarterly or
annually, from the date of the submis-
sion of the quarter!y or annual finan-
cial report., as authorized by the Fed-
aral awarding agency. The only excep-
+jons are the following.

(1) If any ltigasion, cleim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tajned until afl litigation, claims or
audit findings involving the records
have been resolved and final action
taken.

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

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

r4) Indirect cost rate proposals, cost
allocations plans, ete. as specified in
§215.53(g).

(¢) Copies of original records may be
substituted for the original records if
zanthorized by the Pederal awarding

zgency.
(d) The Federal awarding agency
shall request transfer of certain

records to its custody {rom recipients
when it determines that the records
possess long  term retention value.
HBowever, in order o avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retzin any records that are
continuously needed for joint use.
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ey The Federa! zavarding agency, che
Inspector General, Comptroller Gen-
eral of the United States, or any of

their duly authorized represeniatives,
have the right of timely and unre-
stricted access Lo any bhooks, docu-
ments, papers, or other records af re-
ciptents that are pertinent to the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of soeh docaments. This right
2180 includes timely and reasonzble ac-
cess to a reciplent's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph azre not lim-
ited to the required retention period,
but shall last a5 long as records are re-
tained.

() Unless required by statute, no
Federal awarding agency shall place
resirictions on recipients that limit
public access to the records of recipi-
ents that ars pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidentizal and would
heve been exempted from disclosure
pursuant to the Freedom of Informa-
tion Act (b U.S.C. 552) If the rsacords
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs {(g){1)
and (g)(2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate a4 which a
particular group of cosis {s chargeable
{such a8 computer usage chargeback

rates or composite fringe benefit
rates).

(1) Jf submitted for megotiation. If the
recipient subrnits to the Federal

awarding agency or the subrecipient
submits o the reciplent the proposal,
plan, or other computation to form the
basis for negotiation of the rate, then
the 3-year retention pericd for its sup-
porting records starts on the date of
such submission.

{(2) If not submitied for negotiation, If
the recipient is not reguired to submit
t0 the Federal awarding agency or the
subrecipient is not required to submit
t0 the reciplent the proposal, plan, or
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QOME Circular: anc Guigance

LULST COTNPULATION {0Y LefCllaliDn pal-
pusss. Lhel Uhe &-VEB&T reilehtion period
ior tne Proposal plal, OF OULer GUm-
PUTATION anf il EUPpOrlIng  IeCorde
SLErUE &l the end of The fiscal vear (or
oLner aoLounting period; covered oy
ne prowoszl plan, or other compuia-
Li0L

TERMIKATIOR ANL ENFORCEXENT

£ 215.60 Purpose of terminetion and
enforcement.

Sections 215.61 znd 21562 set forth
uniform suspension. termination and
enforcernent procedures.

£215.6]1 Termination.

(&) Awarde may Dbe terminated in
whole or in part only i paragraphf
(a)(13, (2) o7 (3) of vhis secTion apply.

1) By tpe Federal awarding agency,
if 2 recipient materially fails to com-
ply with the terms and coenditions of an
award.

{2y By the Federal awaréing agency
with the consent of the recipient, in
which case the two parties shell agree
upon the termination conditions, in-
cluding the effective date &nd, in the
case of partial terrmnation, the portion
to be terminated.

{37 By the reciplent wpor sending tc
the Federal zwarding agency writien
notification setting forih the reascns
for such termination, the efisctive
gate, and, in the case of partial termi-
natipn, the porticn to be terminated,
However, if the Federz) ewarding agen-
vy determines i the case of partial
rermination that the reduced or modi-
fied portion of the grant will not zc-
complish the purposes for whicn the
grant weas made, it may terminace the
grani in itf entirety under either para-
graphs (2X1) or (2} of this section.

(5 If costz are allowed under &an
=warg, tne responsibilities of the re-
cipient relerrec ve in §215.7i{s), inciud-
ing those or property ManaLgernent as
applicable, shall be considered in the
vermination of the zward znd provi-
sion snal! be made for confinming Te-
sponsipilities OF thie recipient after oer-
INATION. &8 Approborisce

£ 215.62 Enforcement,
cemeaies for noncomplicnce 1F & re-
Wi

. . R -~
crpient mislerially lalle Lo comply

LIe werms ant condililnt
whelher suabsd in ]
TEFUILETION, ASSUILL L
neuce of award, the Federz. awarding
aEENCY LAY, i addition e imposing
any of the spefizl CendiTlons outlined
ir L21E 34 vake one o more of tne {oi-
lowing aCtions, & &DPropriele 1t The
CIirCLMELANCES,

(1) Temporarily withhold casp pay-
mente pending correction of the defi-
ciency by the recipent o more Severe
enjorcement action by the TFederzl
awarding agency.

(27 Dnsallow (that is, deny both use of
funde and any applicable maulching
credit fory all or pari of the cost of the
aCIivity or aciion not in compliance.

(3 Wholly or partly suspent or ter-
minate the current award.

(4, Withhold furtbher awards {or the
DProjeci O prograi.

(5, Take other remedies that may be
legzally available,

(b) Hearings and appeal:s. In taking an
enjorcemnent action, the awarding
agency shall provide the recipient an
opporounity for heering, appeal, or
other alminisirative proceeding o
which the recipient is entitled under
any statute or regulation epplicable to
the action involved.

(cy Effects of suspension cnd iermi-
natior;, Coste of = recipient resuiting
irom obligations incurred by the re-
cipient during & suspensicn or afier
Lermination of an awarg are not allow-
able unless The zwarding agency ex-
presely auihorizes themn o Lhe notic
of suspensiod or termination or subse-
guently. Other recipient coste during
suspension or after termination which
are necessary ang not Teasonably
avoidaeble arTe zllowable i paragrapis
()i and {2; of this section apply.

(13 The costs resuit from obligations
which were properly incurred by the re-
cipient before the effective date of sus-
pension or ermination, are not ir an-
ticipation of i, and in the case 0f & Ler-
mination, are noncangellable.

(2% The costs would be aliowable if
e awerd were not suspended or ex-
pire normelly &1 ke en€ of the Iund-
ing period :n which the Lerminaiion
wees sfiect.

(3} Reluilonship 0 ceberment wng sus-

pension. The senicreermnent remesdies
ifentified i thlE Seclion. inciufing
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3 and ermination. do new
pracivde & recipient {rom being subiect
to debarment and suspension under
£ 0.8 12349 and 12689 and the Pederal
awarding agency implementing reguia-
tions (ree §215.13).

Suspension

Subpart D—After-the- Award
Requirements

£215.7¢ Purpose.

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

£215.71 Closecut procedures.

¢{a.) Recipients shall submit, within 80
calendar days after the date of compie-
tion of the award, all financial, per-
formance. and other reports as reguirsd
by the terms and conditions of the
award. The Federal awarding agency
may approve extensions when re-
cuested DY the recipient.

{b} Unless the Federal awarding agen-
cy aucthorizes an extension. a recipient
shall liquidate all obligations incurred
under the award not later than 50 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 instroc-
tions,

(¢} The Federal awarding agency
shall meke prompt payments to a re-
cipient for allowable reimbursable
costé under the award being ciosed ouf.

(d} The recipient shall promptly re-
fund any balances of uncobligated cash
that the Faderal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projacts. OMB Circular
A-129 governs anreturned amounts that
become delinguent debts.

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

{f} The recipient shall account for
any real and personal property ac-
grired with Federal funds or received
from the Federal QGovernment in ac-
cordance with §215.31 through §215.37.

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

£215.72 Subsequent adjustments and

continuing responsibilities.

(a) The zloseout of an award does not
affect any of the fgliowing:

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of s later andit or
other review,

(2} The ovligation of she recipient to
return any funds duvue as a resalt of
later refunds, corrections, or other
sransactions.,

(3) Audit reguirements in §215.26.

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

(5) Records retention as required in
§215.53.

(p) After closegut 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 Federal
awarding agency and the recipient,
provided the responsibilities of the re-
cipient referred to in paragraph {(a) of
this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as appropriate.

[69 PR 2628F, May 11, 2004, as amended at 70
R 51881, Aug. 31, 2005)

§215.73 Collection of amounts due.

(a) Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
tled nunder the terms and conditions of
ihe award constituie a debt to fhe Fed-
eral Government. I not paid within 2
reasonable period after the demand for
peyment, the Federal awarding agency
may reduce the debi by paragraphs
(23(1), {2) or (3) of this section.

(1) Making an administrative offset
againgt other requests for reimburse-
ments,

(2) Withholding advance payments
otherwise due o the recipient,

{3) Taking other action permjitted by
siatute.

{b) Except as otherwise provided by
law, the Federal awarding agency shall
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DIAE Zircuiors and Guidonse

Clhiarge IMWETESL ON an Overdue Gebtl ik
wiGOTCENnGE Witk ¢ CFE Chapler I1,
CFeders]  Cizims  Sollezction Siant-
wrdg

APPENDY A TC FarT S1—CONTRACT
PROVISIORS:

A1l contratlty, awarlef DY & recipient 1n-
cinaing smell purchiases, shazll cohuzilr TRE
foiiowing provisiont az: pplicanle

1 Egue! Employmen: Oproriunity—4AI1) GOL-
tracle shell contgin & Pprovision regulrlig
compliznce with E Q. 11246, "Egua! Empioy-
ment Opportunity’ {30 FE 12310, 12838, S
CFER, 19641965 ComE., P 339, st amended Dy
E.0. 11275, “Amending Exscutive Order 11246
Eelating w Egua! Employment Oppor-
tunity,' ant as suppiemented DY regnlations
at 41 CFR part 60, "Office of Federal Con-
tract Compliabce Programs, Equal Employ-
ment Opportunity, Depariment of Labor. !

2. Copeiond ' Anti-Kickhuck'” Act {16 U.S.C.
£74 and 40 L.5.C 276cj—al cdnuracts and sub-
granls in excess ¢f 32000 for consiruction or
reprir ewerded by recipients and subDrecipi-
ente shall include & provisior {or compliance
with the Copeland ""Anti-Eickback®™ Act (1
TU.E.C. 874}, at supplemented vy Depariment
of Labor regulations {2¢ CFE part I, “Con-
ractors and Supconiractors on Pablic Build-
ing or Fuplic Work Finznced ix Whole or 1n
Part by L.ans or Grants Irern the United
States). The act provides thal each coD-
tracter pr Subreciplent shall be prohibited
{rom inducing, DY any MEeans, any perspn
employ et iL the constructiol, compiesion, or
repair of public work, to give up any part of
the compensation W which he is ptherwiss
entitléd. The recipient shall report all sus-
pecied or reporief violationg Lo the Federal
awaTding agBLOY

3. Dews-Boeon Act, o: emended (40 U.S.C.
276y t¢ u-7}—Whern reguired by Federal pro-
graIn legisiation, all copsiruction CONLracts
awarded by the recipienls £nl subrecipienis
of more tharn $2000 shall include 2 provision
lor compliance with the Davis-Bacon Aot (40
T.2.C. 276z o &-T) ant &f suppiemented by
Departrnent of Labor regalziions (268 CFR
pari &, “'Labor Stendards Provisions Applica-
vle 1c Gontracts Governing Federally TFi-
nancet and Assisuwed Constroction'; Under
thls Loy, contractor: spall be reguired 0 Py
WegEE Lo laborers and mechanicr at z Tale
ol iesT LHED the Minmums wages specified
iE 2 WaZE determinaticn maflie by the Sec-
rewary of Leber. In addition, contraGlors
shzli be regeired o pay wages Dol iess thap
once & week. The recipient shall place & copy
ol ihe current prevelling wage determination
155uet by uhe Department of Labor ir each
selicitetion &nf Uhe awerd of & conwract Shall
¢ Gonditioned upol the aGoeplalce Of vhe

waft 4eLBrmiLatiorn. The Tesipieni shall re-

Pt 215, App. A

pory wll suspetbed O repoiiel vVitielions W
e Federa: awarlint apency

& Cymiract Worg doeury enc Sufety Stungates
ACD b LS00 327-433,—Where applicibit. al:
COLTrachy awaldel Dy reciplents i excess of
32006 {or conswruCiion CORUraCLE ant 1L &%
cess of TE600 {oY oLher GONLIACL: Lhat 1Nvoive
tne employment of MeCRaniet Or laLorers
shall include & provisior jor compliance Witk
secuions 187 and 107 of the Contracl Work
Yopurs and Safery Standards scu (40 ULEC
327-323), a: supplemenied by Lepariment of
Tabor regulatione (2¢ CFE par: 53 Under sec-
tion 102 of the Act, eath contractor shall e
required o COmMpute the wages of every Ihe-
cnenic ang laborer or the basis of 2z Swandard
work week of 46 hours. Work 1in excess of the
standaré work week is permissible provided
that the worker is compensated al & rate of
not less thar 1% times the DasIC rele of pey
{for al! hours workec in excess of 40 hours 1n
the work wesk. Section 107 of the Lot lf &aF-
plicabie uvo comstruction work and provides
that no laborer or mechanic shell be required
w6 work i surToundings or under working
confitions whicn zre unsanitary, hazardous
or dangerous. These regulrements do Dot
apply w0 the purchases of supplies or mate-
rigls or articles ordinarily avaliable co the
oper market. or coniracts for transporiation
or transSmissicn of intelligence.

% Rights to Jnventions Moade Under ¢ Con-
tract or Agreemeni—CORLTacLs OF AETeements
{or tne performance of experimental, devel-
opmenval. or research work sball provide for
the ments of the Federz]l Government ana
the recipient in eny resulting invention o
accordance with 37 CFE pari 401, “REights ic
inventions Made by Nonprofii Urpanizations
and Smezll Business Farme Under Govern-
ment Grantz. Contracts and Cooperative
Lpreernents,’ and apy implementing reguls-
Tions 1ssued DY the awardinf agency.

E Clean Air Act (472 U.L.C. 7407 el seq.) and
the Federod Woier Polluhon Conirol Aot (33
U500 1257 et seq.), as amended—Coniracus
and subgrants of amounts ib excess of
£:00,000 snall coovell & provisior that re-
guires tue recipient Lo agree LU Comply with
&l applicable standards, orders or reguls-
tlons 1ssued parsuadt Lo bhe Cleanh Alr Act
1492 U.E.C. 7401 e seq.’ and the Federa) Water
Foliution Contrel &ot es amended (38 U.B.C
1251 et seq.). Viciations shall be reporved wo
tne Feoeral awarding agency andé ihe Fe-
gional Office of the Environmental Frotec-
tior. Agency (EPE£).

7. Byrd Amnti- Lobbying Amendment (3] U.S.C.
J352j—Contractors who apply or id for au
ewalC of $10C,000 or more snal! file the re-
guired certificaticn. Each tier cercifies to
Lhe tier above thel it wili not and hes not
uset Federal approprieuved londs 10 pay any
persen or Orgallzetior for influencing of at-
Ltempiing o influence ar officer or employes
of ah)y LEEnRCY, & member o Copgress, officer
or emmpicvee 0 CONEress, O ak empiove: of ¢
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i 220

member of Songress in connestion with on
waiming any Federal contract, grant or any
svher award covared by 31 U.2.C. 1352 Bach
tier shzll also disclose any lebbying with
non-Federal funds that takes piace in gon-
nectlon with obsaining any Federal award.
Such disclosures are forwarded {rom tler Lo
tler up to Lhe reciplent.

B Debarment and Suspenslon (E.O.5 12449
and 12689%—A contract award with an
amount expected to saual or excesd 25,000
and certain other contract awards (see 2 CFR
1801.220) shall not be made to parules listed on
the government-wide BExcluded Parties List
System, in accordance with the OMB guldse-
Hines at 2 OFPR part 180 chat implement E.O.8
19549 (3 CFR, 1985 Comp., p. 189) and 12669 (3
CFR, 1989 Comp., p. 235), '“Devarment and
Suspension.’’ The Excluded Parties List Sys-
temn contains the names of parties debarred,
suspended. or otherwise excluded DY agen-
cies, a5 well 28 parties declared ineligible
gnder stetutory or regulatory authority
other than E.O. 12548,

(69 F'R 2628t, May 1i, 2004, as amended at 70
FR 51879, Aug. 31, 2005)

PARTS 216-219 [RESERVED]

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

Sec.

220.5 Purpose.

220.10 Scope.

220,16 Policy.

220,20 Applicability.

220.25 OMB responsibilities.

220.30 Federal agency responsibilities.
290,35 Bffective date of changes.

220 40 Relationship to previous i{ssuance.
220.45 Information contact.

APPENDD A TO PART 220—PRINCIPLES FOR DE-
TERMINING COBTS AFPPLICABLE TO GRANTS,
CONTRAGTE. AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.5.C. 503; 31 7.S.C. 1111; 41

11.5.C. 405 Reorganization Plat No. 2 of 1970;

E 0. 11541, 35 FR 10737, 3 CFR, 1966-1870, p.

939,

SOURCE: 10 FR. 5H88l, Aug. 31, 2006, unless
therwise noted,

$220.5 Purpase.

This part zstablishes principies for
determining cogts applicable o grants,
contracts, and other agreements with
educaticnal institetions.

2 CFR Ch. #l {1-1-06 Edificn)

£ 220,10

The principles in this pari de=al with
ve subjecy of cost determinasion, and
make no attempt Lo identify the cir-
cumstances or dictate the extent of
agency and Institubional participation
in she financing of 4 pardicular project
Provision for profit or other increment
ahove cost js ouiside the suope of (his
part.

Scope.

§220.15 Policy,

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, defermined in accordance with
generally accepted accounting prin-
ciples, excepi{ Where restricted or pro-
hibited by law., Agencies are not ex-
pected 5o place additional restrictions
on individual items of cost. The suc-
cessful application of cost accounting
principles requires developrnent of mu-
tral understanding between represent-
asives of educational institutions and
of the Federal Government as to their
scope, implementation, and interpreta-
tion.

$220.20 " Applicability.

(a) A1l Federal agencies that spounsor
research and development, training,
and other work =zt educasional institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work., The
prineciples shall alsc be used as a guide
in the pricing of fixed price or lump
sum agreements.

(b) Bach federal agency that awards
defense-related contracts to & Feder-
ally Funded Research and Devslopment
Center (FFRDC) associated with an
aducational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Beard and
set forth in 47 CFR part 99.

§220.25 OMBE responsibilities.

OME is responsgible for:

{a) Issuing and maintaining the guid-
ance in this part,

{b) Interpreting the policy require-
ments in this part and providing assist-

ance o ensure efifective and efficient
implementation.
ATTACHMENT C/
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HE HEZDI OF EXECUTIVE DEPERTMENTL ENDL ESTEBLISHMENTS

SUBJECT: Cosv Principles for Non-Profit Organizations
1. Purpouse. Thisz Circulsr establiisnes principles for determining costs of
grants, contracts and other agreemsents with non-profit organizations. It doe

<
not apply to colleges and universities which are covered by Office of Management
and Budget (OMB) Circular A-21, "Cost Principles for Educaticnal Institvtions";

State, local, and federally-recognized Indian trikzl governments which are
covered by OMB Circular A-87, "Cost Principles for State, Local, and Incdian
Trikal Governments"; or hospitals. The principles are desigred to provide that

the Federal Govermment bear its fair share of costs except where restricted or
pronibited by law. The principles do not attempt f£o prescribe the extent of
cost sharing ¢r matching on grants, contracts, or other agresments. However,
such cost sharing or matching shall not be accomplished through azrbirtrary
limitations on individual cost elements by Federal agencies. Provision for
profit or other increment above cost is outside the scope of this Circular.

Z. Supersession. This Circular supersedes cost principles issued by individual
agencies £or nor-profit organizations.

3. Applicability.

a. These principles shall be used by all Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
instruments are hereafter referred to as awards. The principles do nst apply teo
awards under which an organization is not required to account to the Federal
Government for actual costs incurred.

b. E1l cost reimbursement subawards (subgrants, subcontracts, etc.} are
subject “o those Federzl cost principles applicable to the particular
organization concerned. Thus, i1f z subaward is to a non-profit organization,
this Circular shall apply: if a subaward is tc a commercial organization, the
cost principles applicable to comunercial concerns shall apply; if a subaward 1s
tc a college or university, Circular A~2Z1 shall apply: if a subaward is to &
State, lozal, or federally-recognized Indian trikal government, Circular E-§7
shall apply.

ATTACHM ™ 'f/p
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f3f uszs its net prozeeds {0 maintain, improve, and/or expand 1:ts
opaeravions. For this purpose, the term "non-proiit organization" zxucludes |
collaeges and universities; {ii) hospitals; (iii) State, local, and federally-
recognized Indian tribal governments; and {iv) those”
non-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

Hy

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

5. Exclusion of some non-profit organizations. Some ncn-profit organizations,
because of their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment CT. Other organizations may bz added from time to time.

6. Responsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisicns of
this Circular. Upon request, implementing instruction shall be furnished to
OMB. Agencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular.
name and title of such representative shall be furnished to OMB within 30 day
of the date of this Circular.

m
L

j=y

=]

w

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

Bttachment A - General Principles
Attachment B - Selected Items of Cost
Bttachment C - Non-Profit Organizations Not Subject To This Circular

8. Reguests for exceptions. OMB may grant exceptions to the reguirements of
this Circular when permissible under existing law. However, in the interest of
achieving meximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

9. Effective Date. The provisions of this Circular are effective immediately.
Implementation shall be phesaed in by incorporating the provisions into new
awards made after the start of the organization's next fiscal yszar. For
existing awards, the new principles may bz applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in
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1. Domposicion oF

the no o 0wahlie direst and

Factors afiszotl
T

"owakniliTy of zosts. To ne allowable under an
awerd, Tosis must mee aer

af whe award and he alliozahie

a.
Chaveto ander

5. Conform to 2ny limizations or exclusions set forih in thase
principles or in the award as Lo bvopes or amount of COst 1tems.

<. Be consistent with DOliCi“S and procedures that apply uniformly
to both federally-financed and other activities of the organization.

d. Be accorded consistent fTreatment.
o. Be determired in accordance with generally zccepted sccounting

principles {GAAP).

f. WNot be included as a
matching requirements of any other
current or a prior period.

used to meet cost sharing or
=
Lo

t or
zlly-financed program in either the

g. Be adequately documented.

3. PReasonable costs. A cost is reasonable if, !n its nature 0Or amount,
it does not exceed that which would be incurred by a prudent person under the
circumstances prevailing at the time the decision was made to incur the costs.
The gquestion of the reasonableness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions therecof
which receive the preponderance of their support from awards made by Federal
agencies. In determining the rzasonableness of a2 given cost, considerastion
shall bhe given to:

a. Whether the cost is of a type generally recognized as crdinary
and necessary for the operation of the organization or the performance oi the
award.
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z Wnether =ne Lna: = < ec atied WILTL Lrugence L The
CorcJmSTEDTES, COLRELQEXINQ Their Tresponsiblilities Lo TnEe organization, 1ts
memoers, employvess, and <—iients, the publiic st lerge, anc the Feaerzl

&. L cost is alliccable to a particular cost objective, such as a
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. & cost is allocable to & Federal award 1if it is
created consistently with other costs incurred for the same purpose in like
circumstances and iI it:

(1}

Is incurred specifically for the award.

(?) Benefits both the award and other work and can be
distributed in reasonable proportion to the henefits received, or

(3)
although a direct rela
b.
under these principles
funding deficiencies,
the award.

5.
a. The te

reduction cof expenditu
gre allocable to award

transactions are: purchase discounts,

indemnities on losses,
erroneous charges. To
organization relate to
Government either as a

b.
Government to finance
treated as applicable
items against related
determining the rates
rendered whenever the

I
T

or to aveild restrictions imposed by law or by the terms

In some

£ necessary to the overzll operation of the organization,
ionship to any particular cost objective cannot be shown.

Eny cost alleocable to a particular award or other cost objectlive

may not be shifted to other Federzl awards to overcome

Applicable credits.

rm applicable credits refers to those receipts, or
res which operate to offset or reduce expense items
s as direct or indirect co Typical examples of
rebates or allowances, recoveries or
insurance refunds, and adjustments of coverpayments or

the extent that such credits accruing or received by the
zllowable cost, they shall be credited to the Pederal

cost reduction or cash refund, as appropriate.

that
such

-
SLE.

instances, the amounts recelved from the Federal
crganizationzl activities or service operations should be
credits. Specifically, the conzept of netting such crediz
expenditures should be applied by the organization in

or amounts to be charged tc Federal awards for services
facilities or other resources used in providing such

services have been financed directly, in whole or in part, by Federal funds.

¢. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. .24 of 0ffice of Managemsnt and
Budget {(OMB) Circular 2-110, "Uniform Administrative Reguirements for Grants and

Agreements with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations.™
7 )
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1sonableness and

Advan.« ungerstandings. Under any gis award,

—ain items of costs may he diflicult o ded

ity of ’ This is
LArLyY Trué Ly Zohnestlon wWith orgarnizaticons that receive a prapondsrance
suoport from Federal agencies. In order to aveid subsaguent
wiance or dispute based on unreasonableness or nonailocability, It is
To 58

z rable <«
agency n advance of the ingcurrence of special or unusual ste The absente of
an advance agrasment on any element of cost will not, in itseif, affect the
reasonanleness or aliocability of that slewment.

< o

de 2k a wWritten agreement with the cognizant or awarding
e co
-5

B Conditional exemptlions.

a. OMB authorizes conditional sxemption from OME administrative
reguirements and cost principles circulars for certain Federal programs wicoh
statunorily-authorized consclidated planning and consoiidated administrative
funding, that are identified by a Federal agency and gpproved by the head of
the Executive department or esrzablishment. A Federal agency shall consult with
OMB during its consideration of whether to grant such an exemption.

b. To promote efficiency in State and locel program administraszion,
when Federal non-entitlement programs with common purposes have specific
statutorily-authorized consclidated planning and consolidated administrative
funding and where most of the State agency's rescurces come from non-Federal
scurces, Federal agencies may exempt these covesred State-administersd, non-
entitlement grant programs from certain OMBE grants management requirements. The
exemptions would be from all but the allocability of costs provisions of OMB
Circulars A-87 (Attachment A, subssction C.3), "Cost Principles for State,
Local, and Indian Tribal Governments," 2-21 (Section C, subpart 4}, "Cost
Principles for Educational Institutions,” and B-122 {Attachment A, subsection
A.4), "Cost Principles for Non-Profit Organizations,"™ and from all of the
administrative requirements provisions of OMB Circular 2-110, "Uniform
Administrative Reguirements for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Hon-Profitf Organizations," and ths
agencies' grants management common rule.

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

B. Direct Costs

1. Direct costs are these that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, or
other direct activity of an organlzatmon However, & cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpese, 1n
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost

ATTACHMENT ... Y ..
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avarde see, for example, fundreaising costs In peragraph 17 of Ritacnment B
However, &ven Though these costs are unellowakle for purposes of computing
charges to Federal awards, they nonetheless must be lreated as direct costs for
purposes of determining indirect cost rates and be elloceted their share of the
organization's indirect coste if they represent activities which (1) include the
szlarzes of personnel, (2) occupy space, and (3] bernefit from the uvrganization's
indrrect CCETSE.

4. The costs of activities performed primarily as a s=rvice to membears,
clients, or the generazl public when significant and necessary to the
organization’'s mission must be treated as direct costs whether or not allowaple
and be allocated an equitalle share of indirect costs. BSome examples of these
types of activities include:

a. Maintenance of membership rells, subscriptions, publicartions,
and relzted functions.

b. FProviding services and informatien to members, legislative or
administrative bodies, or the public.

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

d. Meetings and conferences except those held to conduct the
general administration of the organization.

e. Maintenance, protection, and investment of special funds not
used in operation of the organization.

f. Administration of group benefits on behalf of members or
clients, including life and hospital insurance, annuity or retirement plans,
financizl aid, etc.

C. Incirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with 2 particular finzl cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.2. After direct costs heve been
determined and assigned directly tc awards or other work as appropriate,
indirect costs are those remaining tc be allocated to benefiting cost
objectives. A cost may not be allocated to an award as an indirect cost if any

ther cost incurred for the same purpose, in like circumstances, has been
assigned to an award as a direct cost.

. cau
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost ip ell situations. However, typlcal examples
of indirect cost for many non-profit organizations mey include depreciatien or
9 ATTACHMENT bl
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. Indirect Costs 3hacli be <lass wiznin tTwe bruad categories
sitees"™ and TAdministration."  "Ta ties" is defined zs depraziatior and
» 4. lOwances on bulldings, equipmn““ dnd capital lmprovnmﬁn_, interast on dab
a nciaued with certain bhuildings, =zguipment and caoltal improvemants, and

suerdations and maintenance expenses. "administration” is deiined as general
administration and general expenses such as the director's cffice, accounting,
personnel, library expensas and all other types of. expenditures not listed
specifically under one of the subcategories of "Facilities" (including cross
allocations from other pools, where applicable). 5See Indirect cost rate
raporting reguirements in subparagraphs D.Z.e and D.2.gq.

., Allocation of Indirect Costs and Determination of Indirect Cost Rates
1. General.

a. Where a non-profit organization has only one major function, or
where all its major functions benefit from its indirect coests to approximately
the same degree, the allocation of indirsct costs and the computation of an
indirect cost rate may be accomplished through simplified allocation procedures,
as described in subparagraph 2.

b. Where an organization has several major functions which beneiit
from its indirect costs in varying degrees, allocation of indirect costs may
require the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which beast
measures the relative degree of benefit. The indirect costs allocated to 2ach
function are then distributed to individual awards and other activities included
in that function by means of an indirect cost rate(s).

c. The determination of what constitutes an organization's major
functions will depend on its purpose in being; the types of services it renders
o the public, its clients, and its members:; and the amount of effort it devotes
to such activities as fundraising, public information and membership activities.

d. Specific methods for allocating indirect costs and computing
indirect cost rates along with the conditions under which sach method should be
used are described in subparagraphs 2 through 5.

e. The base pericd for the allocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should colncige with the
organization's fiscal year but, in any event, shall be so selected as to aveid
inequities in the allocation of the costs.

2. Simplified allocation method.

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

- - ——— — o,
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L. Bbotn the direct coste and the ind z =rclude
capitel expenditures and unzllowable costs. However, unellowable cOSLE woich
represent activities must be included in thne direct costs under the Concitione
described i1n subparagraph B.3.

c. The distribution base mey he total direct zosts (excluding
capltal expenditures and other disteorting items, such as major subcontracts or
supgrantel, direct salaries and wages, or other base which results in an

equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of Attachment B.

d. Except where a special rate(s) is reguired in accordance with
subparagraph 5, the indirect cost rate developad under the above principles is
applicable to all awards at the organization. If a special rate(s) is required,
appropriate modifications shall be made in order to develop the specizl ratels).

2. For an organizaticn that receives more than $10 million in
Federal funding of direct costs in a fiscal year, a bresalkout of the indirect
cost component into two broad categories, Facilities and Administration zas
defined in subparagraph C.3, is required. The rate in each case shall be stated
25 the percentage which the amount of the particular indirect cost category
{i.e., Facilities or Administration) is of the distribution base identified with
that category.

3. Multiple allocation base methed

a. General. Where an crganization's indirect costs benefit its
mejor functions in varying degrees, indirect costs shall be accumulated into
separate ceost groupings, as described in subparagraph b. ZTach grouping shall
then be alliccated individually to benefitting functions by means of & base which
best measures the relative benefits. The default zllocation bases by cost pocl
are described in subparagraph c.

b. Identification of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and 1
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two b;oad categories:
"Facilities" and "Admlnlstratlon " as described in subparagraph c. The
indirect cost pools are defined as follows:

{1} Depreciation and use allowances.  The expenses under this
heading are the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and eguipment which zre computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
allowances") .
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paraqgravh 2 of Attac
nd waintznance sxpenses. The expenses under
fa3 heading ars thoses pesn incurred for <The adminis<ration,
Ma&intenan izn, and protection of the organization's
piant. The penses normaily incurred for such items as
and utility serVicea. repairs and ordinary or normal alterations of

puiidings, furniture and equipment; care of grounds; meintenance and operation
of hbuildings and other plant facilities; security; =zarthguake and disaster
preparedness; environmenial safety; hazardous waste disposal; property,
Jiakility and other insurance relating to property; sSpiace and capital leasing;
facility planning and management; and, central receiving. The operation and
majintenance expenses category shall also include its allocable share of Iringe
henefit costs, depreciation and use allowances, and interest costs.

{4} General administration and general expenses. The expenses
under this hzading are those that have been incurred for the overall general
executive and administrative offices of the organization and other expenses of a
general nature which do not relate scolely to any major function of the
organization. This category shall also include its allocable share of fringe
benefit costs, operation and maintenance expense, depreciztion and use
allowances, and interest costs. Examples of this category include central
offices, such as the director's office, the office of finance, business
services, budget and planning, personnel, safety and risk management, general
counsel, management information systems, and library costs.

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

c. Allocation bases. Actual conditions shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions, The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect cof the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are eguitable to both the Federal Government and the organization.
The distribution shzll be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would result ip a
mere equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponscred awards. The results of

EARm e —— mm a—— &
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ta] Deprecsation or use zllowances or burldings used
exclusively in the condust of & Slngle funecrion, and on capltal!l ImMEICVEMEnTE anc
egeripment used ir such buildings, sheld be assigned To trhat functior
(L) Depreciation or use zllowances on Hulldings used for
more tharn one function, and on capital improvements and equipment used 1n such
buildings, shall be allocested to the individuzl ‘unctions performed in each
building on the basis of usable square feet of spac excluding common areas,

such s hallways, stairwells, nd restrooms.

(¢} Depreciation or use allowances on bulldings, capital
improvements and eguipment related space (e.g., individual rooms, and
laboratories) used jointly by more than one function (as determined by tThe users
of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

(i} the employees and other users on & full-time
eguivalent (FTE) basis or salaries and wages of those individual functions
benefitting from the use of that space; or

(ii) organizaticn-wide employee FTEs or salaries
and wages applicable to the benefitting functions of the organization.

{d) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewzlks, and the
like, not included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to major functions in propertion to
the salaries and wages of all employees applicable to the functions.

{2) Interest. Interest costs shall be allocated in the same
manner 2s the depreciation or use allowances oOn the buildings, equipment and
capital equipments to which the interest relates.

{3) Operaztion and maintenance expenses. Operation and
maintenance expenses sh 11 be allocated in the same manner as the deprecliation
and use allowances.

(4) General administration and general ewpenses. General
administration and aeneral expenses shall be alloceted to benefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be allocated to benefitting
functions based on MTDC.

d. Order ¢f distribution.

1) Indirect cost categories consisting of depreciation and
use allowances, interest, operation and maintenance, and generel administration

13 | g ATFACHMENTtD
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12, Normziiy, an indirvect fosit category wiil be con
Tinsed once 1t has beaen allocated to other cost objectives, and coses
me mubzzguently . allosated to it. However, 2 ¢ross allscation of cost
TWO Or mere ingiregrt 20sSts catzgories could be used 1f such allocatio
rezult in e more eguitable allocation oi costs. :f a cross allocatio
an appropriate modification to the composition of the indirect cost c:

15 reguirad,

special indirect cost rate({s) is &
the separate groupings of indirect s allocated to each mejor function shall
pe aggregsted and treataed as a common pool for that function. The costs ir the
common pool shall then be distributed to individual awards included in that
function by usz of a single indirect cost rate. '

e. Ppplication of indirec

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on thes basis of MTDC. MPDC consists of all salaries and wages, fringe
benefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first 525,000 of each subgrant ¢r subcontract (regardless
of the period covered by the subgrant or subcentract). Eguipment, capital
sxpenditures, charges for patient care, rental cests and the portion in excess
of %25,000 shall be excluded from MTDC. Participant suppori costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federazl cost cognizant agency determines that an exclusion is necessary to aveid
a serious ineguify in the distribution of indirect costs.:

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

4, Dirsct allocation method.

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

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

S
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indirect

L. Specizl di rates In some instances, & single
cost rate for all activities of an orgarnization or for gach major functiorn of
the corganization may not be appropriate, since it would not take intco account
those different factors which may substantially affect the indirect costs
applicable to z particular ssgment of work. For this purpose, a particular
segment of work may be that performed under a single award or it may consist of
work under a group of awards performed in a common environment. These factors

may include the physical location of the work, the level of administrative
support reguired, the nature of the facilities or other rescurces emploved, the
scientific disciplines or technical skills involved, the organizationzl
arrangements used, or any combination thereof. When a particular segment of
work is perfermed in an environment which appears to generate a significantly
different level of indirect costs, provisions should be made for a separate
indirect cost pocl applicable to such work. The separate indirect coest pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resuplting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. DNegotiation and Appreoval of Indirect Cost Rates

1. Definitiecns. As used in this section, the following terms have the
meanings Sset
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organization on
behalf of all Federzl agencies.

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

c. Fixed rate means an indirect cost rate which has the same
characteristics as & predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
caerried forward as an adjustment to the rate computation of & subseguent period.

0 a specified
nal rate is

¢. Final rate means an indirect cost rate applicable
past period which is based on the actual costs of the period. A
not subject to adjustment.

.
-
i
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ANIZatlon G s the reimbursement of COBLS.
propesal provides the basis raview and negotiatio ©o the
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as-ab] ishment of an organization®

g Cost objectivs means a funcotion, organizational subdivision,
contract, grant, or otner work univ for which cost date are desired and for
whiich provision is made to accumulate and mezsure The cost of proncesuses,
projects, jobs and capitalized projects

Z. MNegotiation and approval of rates.

a. Unless different arrangements are agreed to by the agencies
concarned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe banefit and computer charge-out rates. Once an agency is assignéd
cognizance for a particular non-profit organization, ithe assignment will neot be
changed unless there is a major long-term shift in the dollar volume of the

Federzl awards to the organization. 211 concerned Federal agencizs shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

Federal agency has reason to believe that special operating factors affecting
its awards necessitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates are negotiated, notify
the cognizant agency. -

_ b. A non-profit organization which has not previocusly established
an indirect cost rate with a Federal agency shall supmit its initial indirect
cost proposal immediately after the organization is advised that an award will
be made and, in no event, later than three months after the effective date of
the award.

c. Organizations that have previously established indirect cost
rates must submit a new indirect cost proposal to the cognizant agency within
s5ix months after the close of each fiscal year.

d. A predetermined rate may be negotiated for use on awards whers
there is reasconable assurance, based on past experience and reliable projection
of the organization's costs, that the rate is not likely to exceed a rate based
on the organization's actual costs.

e, Fixed rates may e negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall not be negotiated if (1)
all or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the miz of Federal and
non-Federal work at the organization is too erratic to permit an eguitable
carrv-forward adjustment; .or (iii) the organization's operations fluctuate
significantly from year to year. '

f. Provisional and final rates shall be negotiated where neither
predetermined nor fized rates are appropriate.

.
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principies to be zprlilsd
= 5. These p:inﬁiples
¥ L ure to NentTion a parti
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savwablllty In fach zase shouvld be hased on the Trzatment
provided Ior similar oy related items of cost

a. The term advertlsing costs means the costs of a
corallary administrative costs. Advertising media inciu
newspapers, radio and television, direct mail, exhipits,
transmittals, and the like

b. The term public¢ relations includes community relstions and means thes
activities dedicated to maintaining the image of +the non-profit organization or
maintaining or promoting understanding and favorable relations with the
community or public at largs or any segment of the public.

c. The only allowable advertising costs are those which are soleiy for:

: {1} The recruitment of personnel regquired for the performance by the
non~-proiit organization of obligations arising under a rederzl award {3ze alsc
Attcachment B, paragraph 41, Recruiring costs, and paragraph 42, Relocazion
cOostsl;

{2} The procursment ¢of goods and services for the performance of &
Federal award;
{3) The disposal of scrap or surplus materials acquired in the
i 5 are

performance of a Federal award except when non-profit organizations
reimbursed for disposal costs at a predetermined amount; or

Hh

{4) Other specific purposes necessary to meet the requirements o
the Federal award.

d. The only allowable public relations costs are:
(1) Costs specifically regquirad by the Federal award;

(2) Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from periormance of Federal
awards (these costs are considered necessary as part of the outreach effort for
the Federal award}: cr

(3) Costs of conducting general lizison with news media and
government public relations ofiicers, to the erxtent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federazal contraci/grant awards,
financial matters, etc.

.

20 ATTACHMENT LA S




relations CoSts other Than zs

0

ODVOCatiOl’lE, or other evenrts
rganization, Including:

ta} Cousts of displays, demonstrations, and exhibits;

Costs of meeting rooms, hospitality suites, and other
special facilities used im conjunction with shows and other special events; and

{c) Salaries and wages of employees engaged in setting up and
displaying exhibits, making demonstraticns, and providing briefings;

{3) Costs of promotional items and memorabilis, including models,
glifts, and souvenir

{4) Costs of advertising and public relations designed solely to
promote the non-profit organization.

2. Rdvisory Councils
Costs ipcurred by advisory councils cr committees are zllowable as a direct cost

where authorized by the rederal awarding agency or as an indirect cost where
allocable to Federal awards.

(€3]

Blcoheolic peverages. Costs of zlcoholic beverages are unzllowable.
4. hudit costs and related services

a The costs of audits reguired by , and performed in accordance with, the
Single Budit Act, &s implemented by Circular B-133, "Budits of States, Local
Governments, and Non-Profit Organizations” are allowable. BAlso see 31 USC
7505(b) and secticon 230 {(“Budit Costs”) of Circular A-133.

b. Other audit costs are allowable if included in an indirect cost rate .
propesal, or if specifically approved by the awarding agency as 2 direct cost to
an award. :

c. The cost of agreed-upon procedures engagements to moniter subrecipients whe

are exempted from A-133 under section 200(d) are allowable, subject to the
conditions listed in B-133, section 230 (b) (2).

o,
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Bonding Tosts.
&. Ponding costs arisz when the Federal Govarnment reguires assurance
againat Zinancial loss to iuseif or others by reason of —he act or deiaul:
tne non-profit organization. They arise also in instances where the non-prol.l
ordan.atlon regquires similar assurance. Included are such bonds as bid,
performance, payment, advance payment, Iinfringement, and fidelity bonds.

b.  Zosts of bonding reguired pursuant to the terms of the award zre
allowable.

o Zosts of bonding required by the non-profit organization in the
general conduct of its operations are allowable to the extent that such bonding
15 in accordance with sound business practice and the rates and premivms are
reasonahle under the circumstances.

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

8. Compensation for personal services.

a. Definition. Compensation for perscnal services includes all
compensation paid currently or accrued by the corganization for services of
emplovees rendered during the period of the award (except as otherwise provided
in subparagraph h}. It includes, but is not limited to, salaries, wages,
director's and executive committee member*s fees, incentive awards, fringe
benefitcs, pension plan costs, allowances for off-site pay, incentive pay,
locatrion allewances, hardship pay, and cost of living differentials.

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

(1) Total compensation to individual employees is reasonable for the
services rendered and conforms to the established policy of the organization
consistently applied to both Federzl and non—-Federal activities; and

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

c. Reasonableness.

(1} When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compansation for emplovees
on federally-sponsored work will be considered reasonable to the extent that it
iz consistent with that paid feor similar work in the organization's other
activities.

{2} When the organization is predominantly engaged in federally-
sponsored activities and in cases where the kind of employees required for the
Federal activities are not found in the organization's other activities,

T 22 -~ ~
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{1, Compensation to memosrs of non-profiit organizaticons, Trustees,
direcTors, assocLates, officers, or the ‘mmedliate families thereo?,
Determination should be made that such compensetion is reascnable for the actusl
personal cervices rendered rather than a distribution of earnings in excess of
COSLE

{2} ARny change in an “rga anization's compensation policy resulting in
& subestantial increase in the organizaticon's level of compensation, particularly
whien 1t was concurrent with an increase in the ratio of Federal awards to other
activicies of the crganization or any change in the trestment of allowability of
specific types of compensation due to changes in Federal policy.

e. Unailowable costs. Costs which are unallowable undsr other paragraphs
of this Attachment shall not be allowable under this paragraph sclely on the
basis that they constitute personzl compensation.

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

(1] When necessary to cope with emergencies, such as those resulting
from accidents, natural disasters, breakdowns of eguipment, or cccasionzl
operationeal boitlenecks of a sporadic nature.

{2) When employees are performing indirect functions, such as
admin’straticn, maintenance, or accounting.

(3) In the performance of tests, laboratory procedures, or other
similar operations which azre continuous in nature and cannot reasonably be
interrupted or ctherwise completed. :

{(4) When lower overzll cost to the Federal Government will result.
g. Fringe benefits.

{1} Fringe benefits in the form of regular compensation paid to
empioyees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are allowable, provided such
costs are absorked by all organizaticn activities in p;oportlon to the relative
amount of time cor effort actually devoted to each.

{2) Fringe benefits in the form of employer contributions or
erpenses for social security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
crganization policies. Such benefits whether treated as indirect costs or as
direct c¢osts, shall be distributed to particular awards and other activities in
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'z i Frovisions for e reserve under a selfi-Iinzurance program
VT unemplcyment osmpensatlion or woriers' compensalion are alliowabls 1o The
2yient That rhe provizions reprasent rzasonable estimates of the liabilizies Ioy
such compensation, and the types of coverage, 2xtent of coverage, and rates and
premiums wouid have pesen allowable had insurance been purchased o cover the
riz Howewar, provisions for self-ipnsured liabilities whiizh do not becoms
for more than one year after the provision is made snall not exnczed thz
value of the liability.

(b) Where an organization Zcollows a consistent policy of
arxpensing actual payments to, or on behalf of, employees or former employees for
unemployment compensation or workers' compensation, such payments are ailowable
in the year of payment with the prior approval of the awarding agency, provided
they are allocated to all activities of the organization.

{4}y Costs of insurance on the lives of trustees, officers, »r other
employees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additional compensation. The costs of such
insurance when the organization is named as beneficiary are unallowable.

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automeobiles that relates to personal use by employees
{including transportation to and from work) is unallowable as fringe benefit or
indirect cests regardless of whether the cost is reported as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by
awarding agencies.

1. Pension plan costs.

{1) Costs of the organization's pension plan which are incurred in
P

accordance with the established policies of the organization are allowable,
provided:

{a) Such policies meetf the test of reascnableness;
(b) The methods of cost allocation are not discriminatory;

{c) The cost assigned tc each fiscal year is determined in
accordance with generally accepted accounting principles (GARP), as prascribed
in Accounting Principles Beard Opinion No. 8 issued by the American Institute of
Certified Public Accountants; and

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

{2} Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA] of 1974 (Pub. L. 93-406) are
allowable. Late payment charges on such premiums are unallowable.
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.  Zeverante pay.
{1} Severance pay, also commonly referred to as dismissal wages, is
& payment in addition to regular salaries and wages, Dy organizations to workers

A
d. Costs of severznce pay are allowable only

o]
a
whose employment is being terminate
T is regulred by

to the extent that in each case, 1
ta) law,
{b) employer—-employee agresment,
lc} established policy that constitutes, in effect, an implied
agreement om the organization's part, or
{d) circumstances of the partiicular employment.

(2) Costs of severance payments are divided into two categoriss as
follows:

{a) Actual normal turnover severance payments shall be
allocated to all activities; o¢r, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reascnable in light of payments actually made for normal
severances Over a representative past period, and if amounts charged are
gllocated to all activities of the organization.

{b) Abnormzl or mass severance pay 1s of such a conjectural
nature thzt measurement of costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, To the sxtent of
its fair share, in apy specific payment. Thus, allowability will ke considered
on a case-by-case basis in the event or OCCUIIXence.

{c) Costs incurred in certaim severance pay packages (commonly
¥nown as "a golden parachute” payment] which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of, the organization's assets are unallowable.

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

fe} Severance payments to foreign nationals employed by the
organization outside the United States due to the tTermination of the foreign
national as a result of the closing of, or curtailment of activities by, the
organization in that country, are vnallowable, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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m. Supnsri of sal 3 and wages.

‘ —¢ awards for salariss and wages, whether treate

2 rect costs, will be based on documented payrolls ap
responsible officialis) of the organization. The distribution of sal

wages Lo awards must be supported by personnel activity reports, as pre

in subparagraph {(2), except when a substitute system has been approved

writ:ng Dy the zognizant agency. [See subparagraph E.2Z of Attachment A,

[

. Reports reflecting the distribution of activity of each amployse
must pe maintained for all staff members (professionals and nonprofessionals,
whose compensation is charged, in whole or in part, directly to awards. In
addition, in order to support the allocation of indirect costs, such reports
must also be maintained for other employees whose work involves two or more
functions or activities if a distribution of their compensation between such
functions or activities is needed in the determination of the crganization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
standards:

{a) The reports must reflect an after-the-fact determirnation
of the actual activity of each employse. Budget estimates (i.e., estimates
determined before the services are performed) do not gualify as support for
charges to awards.

(b} Each report must account for the total activity for which
employees are compensated and which 1s required in fulfillment of their
obligations to the organization.

{c] The reports must be signed by the individual emplovee, or
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
represents a reasonable sstimate of the actual work performed by the employee
during the periods covasred by the reports.

(d) The reports must be prepared at least monthly and must
coincide with one or more pay periods.

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

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

9. Contingency provisions. Coatributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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0. Defense and prosecution of criminsl and civil proceedinof, <.silue, appee.s
tent Lnfringemernt.

&. Definitions.

) Convictlion, &s$ used herein, means & judgment or a conviction of
ense by any court of competent jurisdicticn, whether entered upon
r a ples, including a convicticn due to & plea ¢f nolo contendere.

{Zy Costs include, but are not limited tg, administrative and
clerical erxpenses; the cost of legal services, whether perfcrmed by in-house or
private counsel; and the costs of the services of accountants, consultants, o
others retzined by the organization to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings.

(3) Fraund, as used herein, means (i} acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt 1ls agents, (ii) acts
that constitute a cause for debarment or suspension (as speciiied in agency
regulations), and (iii) acts which wviclate the False Claims Act, 31 U.S.C.,
sections 3729-3731, or the Znti-Kickback Act, 41 U.S.C., sections Z1 and 54.

{4} Penazlty does not include restitution, reimbursement, or
compensatory damages.

{5) Proceeding includes an investigation.

b. {1) Except azs otherwise described herein, costs incurred io
connection with any criminal, civil or administrative proceedimng (including
filing of & false certification) commenced by the Federal Government, cor a
State, local cr foreign govermment, are not allowable if the proceeding: (1)
relates to @ violation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the organization ({including its agents and
employees), and {2} results in any cf the followiny dispositions:

(2) In & criminal proceeding, a conviction.

(b} In & civil or administrative proceeding involving an
zllegation of fraud or similer misconduct, a determination of organizatiocnal
liability. ' :

{c) In the case of any civil or administrative procesding, lhe
imposition of a monetary penalty. :

{d) B final decision by an appropriate Federal official to
debar or suspend the crgamization, te rescind or void an award, ©r to terminate
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o ocead sferred tTo in subparagraph b i3 commenced by the
Fedaral Governmant and is resolved Dy conssnt oI COmMpromise pursuant o an
agreement entered into by the organization and the Federal Government, then the
cests lncurred by the organization in connection with such procsedings that are
stherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

d. 1If a proceeding referred to in subparagraph b is commesnced by a 3State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such procesdings, if such authorized official
determines that the costs werz incurred as a result of (1) a specific term or
conditicn of a federally-sponsored award, or (2} specific writfen direction of
an authorized official of the sponsoring agency.

e. Costs incurred in connection with proceedings described in
subparagraph b, but which are not made unallowable by that subparagraph, may be
allowsd by the Fesderal Government, but only to the extent that:

(1) The costs are reasonable in relation to the activities reguired
to deal with the proceeding and the underlying cause of action;

Payment of the costs incurred, as allowable and allocable costs,

(2)
ited by any other provision(s) of the sponsorsd award;

is not prohib

{3) The costs are not otherwise recovered from the Federal
Government or a third party, either directly as a result of the procesding or
otherwise; and,

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

f. Costs incurred by the organization in connection with the defense of
suits brought by its employsses or ex-employees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settled,
are uwnallowable.

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

—
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owable unless oTtherwise proviasd for in the sSponRso
which may bz unallowable under this paragraph, including
ted couste, shall be segregated and accountad Ior py the
sarzrely,  During the pendency of any proceeding coversc by
and f, the Federal Sovernment shall generally withhold paymernt
However, if in the pest interests cf the Federzl Government, the

Federal Government may provide for conditional payment upeon provision of
adeguate security, or other adeqguate asS5Urance, and agreements by the
organszation to repay all unallowable costs, plus interest, if the costs are
subseguently determined to be unailowable.

1. Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
equipment on hand mey be made through use allowance or depreclation. However,
except as provided in Attachment B, paragraph £, a combination of the two
methods may not be used in connection with a single class of fixed zssets [e.g.,
buildings, office equipment, computer egquipment, etc.).

b. The computation of use allowances or depreciation shall be based on the
acquicition cost of the assets invelved. The acguisition cost of an asset
donated to the non-profit organization by a third party shall be its fair market
vazlue at the time of the donation.

c. The computation of use allowances or depreciation will exclude
{1} The cest of land;

{2) Any porticn of the cost of buildings and eguipment borne by or
donated by the Federal Government irrespective of where title was criginally
vested or where it presently resides; and

{3) Eny pertion of the cost of buildings and eguipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
requirement.

d. Where depreciation method is followed, the period of useful service
{useful life) established in each cass for usable capital assets must take into
consideration such factors as type of construction, nature of the eguipment
used, technological developments in the particular program &rea, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting periods shell reflect the pattexrn of consumption

of the asset during its useful life.

in the absence of clear evidence indicating that the expected consumption of the
asset will be significantly gveate* or lesser in the early portions of its
useful life than ip the later portions, the straight-line method shall be
presumed to be the appropriate method.

Depreciation methods once used shall not be changed unless approved in advance
by the cognizant Federal agency. When the depreciation me=thod 3s introduced for
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£. When the deprsciation method is used for & particular class of assetls,
no depreciation may be allowed on any such assets that, under subparagraph 4,
would be viewed as fully depreciated. How=ver, a reasonable use allowance may
bre negotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federazl Government, the
estimated useful life remaining at time of negotiation, the effect of any
increzased maintenance charges or decreased efficiency due to age, and any other
fartors pertinent to the uvtilization of thsz asset for the purpnse contemplated.

qg. Where the use allowancz method i1s followed, the use allowance for
bulldings and improvement (including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acguisitjon cost.

The use allowance for eguipment will be computed at an annual rate not ezceeding
six and two-thirds percent of acguisition cost. When the use allowance method is
used for buildings, the entire building must be treated as a single asset; the
building's components (e.¢., plumbing system, heating and air conditioning,
etc.) cannot be segregated from the building's shell.

The two percent limitation, however, nsed not be applied to squipment which is
merely attached or fastensd to the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purposes (e.g
dentist chairs and dental treatment units, counters, laboratory benches bolted
to the floor, dishwashers, modular furniture, carpeting, etc.}. Such egquipment
will be considered as not being permanently fixed to the bhbuilding if it can be
removed without the need for costly or extensive alterations or repairs to the
building or the equipment. Equipment that meets these criteria will be subject
to the 6 2/3 percent eguipment use allowance limitatien.

h. Charges for use allowances or depreciation must be supported by
adequate property records and physical inventories must be taken at least once
every two years (a statistical sampling basis is acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
fellowed, adeguate depraciation records indicating the amount of depreciation
taken each period must alsc be maintained.

12. Donations and contributions.

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

b. Donated services received:

b
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derermznation of the non-profit organicetion's indirect cosie g ratels) and,
scoordingly, shall pe sllocated & proportionete share of applicaple indirect
coste when the following exist

{z] The aggregate value of The services 15 materizl;

(b) The services are supported by a sigrificant amount of the
indirect costs incurred by the non-profit organization; and

{c) The direct cost activity is mot pursused primarily for the
benefit of zhe Federal Government.

{(2) In those instances where there ic no basis for dstermining the
fzir market value of the services rendered, the recipient and the cognizant
agency shall negotiate an appropriate azllcocation of indirect cost to the
SErvices.

(4) Where donated services directly benefit a prcject supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching requirements.

{5) The value of the donated services may be used to meet cost
sharing or matching reguirements under conditions described in Sec. .23 of
Circular B-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

c. Donated goods or space.

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

(2) The value of the donations may be used to meet cost sharing or
matching share reguirements under the conditions described in Circular A-110.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

and welfzre costs.
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i1, Entertainment co3ts. Losts ol enterteinment, including amusement,
diversion, and social asztivivies and anvy costs direstly associated with such
TORTS \Such as tickets <o shows or sports evants, meals, lodging, rentels,

transportation, and gratuities) are unallowable,

L%, Eguipment and other capital expenditures.

a. For purposes of this subparagraph, the fellowing definitions apply

=

{1) "“Capital Expenditures” means expenditures for the acgquisition
cost of capital assets {eguipnent, buildings, land), or expenditures to make
improvements to capital assets that materially increase their wvalue or useful
life. Acquisition cost means the cost of the asset including the cost tc put it
in place. Acguisition cost for equipment, for example, means the net invcice
price of the equipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. Rncillary charges, such as taxes, duty, protective in
transit insurance, freight, and installation may be included in, or excluded
from the acquisition cost in accordance with the non-profit organization'
regular accounting practices.

[11
et

{2} "Bguipment" means an article of nonexpéendable, tangible pars
property having a useful life of more than one year and an vaulSlth]‘i‘COSt
which eguals or excesds the lesser of the capitalization lavel established by
the non-profit organization for financial statement purposes, or $5000.

{3) "Special purpose equipment"” means eguipment which is used only
for research, medical, scientific, or other technical activities. Examples of
special purpose esqguipment include microscopes, x-ray machines, surgical
instruments, and spectrometers.

{4) "General purpose eguipment"” means sqguipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
information technology eguipment and systems, aliy conditioning eguipment,
reproduction and printing eduipment, and motor vehicles.

b, The fellowing rules of allowability shall apply to eguipment and other
capital expenditures:

o
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14 Whern approved as & <¢irect charge pursuant to paragraph 13.b. (1},
{2y, and (%) above, capital expenditures wiil be charged in the period in which
the expenditu*e .5 incurred, or as otherwise determined appropriate by and
negotiated with the awarding agency.

e
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{5} Eguipment and other capital expencditures are unallowable as
indirect costs Hownver, see Attachment B, paragraph 11., Depreciaticn and use
allowance, for rules on the allowability of use allowanceQ or depreciation on

buildings, capital improvements, and squipment. ARlso, see Attachment E,
paragraph 43., Rental costs of buildings and eguipment, for rules on the
zilowzbility of rental costs for land, buildings, and eguipment.

{6} The unamortized portion of any eguipment written off as a result
of a change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use zllowances or depreciation on the eguipment, o©or by
amortizing the amount to be written off over a period of years negotiated with
the cogrizant agency.

16. Fines and penzlties. Costs of fines and penalties resulting from
viclations of, or failure of the organization to comply with Federal, State, and
loczl laws and regulations are unallowable except when incurred as & result of
compliance with specific provisions of an award or instructions in writing fromw
the awarding agency. '

17. Fund raising and investment management costs.

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

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

¢. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attachment A.

18. Gains and lcsses on depreciable assets.

a. {1) Gains and losses on szle, retirement, or other disposition of
depreciakle property shall be included in the year in which they occur as,
credits or charges to cost grouping(s} an which the depreciation applicable to
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insurance, except as otherwise provid

{d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

{e} Gains and losses arising from mass or extraordinary sales,
retiraments, or other dispositions shall be considered on a case-by-case basis.

b. Gains or losses of any nature arising from the sale or exchange of
property other than the property covered in subparagraph a shall be excluded in
computing award costs. :

19. Goods or services for personal use. Costs of goods or services for
personal use of the organization's employees are vnallowable regardless of
whether the cost is reported as taxable income to the amplovess.

20. Housing and personal living expenses.

a. Costs of housing {e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and personal living expenses for/cof
the crganization's ofiicers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costs to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencies.

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

21, 1dle facilities and idle capacity.

a. Bs used in this section the fecllowing terms have the meanings set forth
below:

{1} "Facilities" means land and buildings or any portion thereof,
equipment individually or collectively, or any cther tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.

"
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{4) "Cost of idle faciiities or idle capacity" msans costs such as
maintenance, repair, housing, rent, and other related costs, €.¢G., insurance,
interest, property Zaxes and depreciation or use allowances.

. The costs of idle facilities are unallowable except to the ewtent that:

(1} They are necessary to meet fluctuations in workload; or

{2) BElthough not necessary to meet fluctuations in workload, they
were necessary when acquired and are now idle because of changes in program
requirements, efforis to achieve more economical operations, reorganization,
rermination, or other causes which could not have been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable pericd of time, ordimarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

c. The cests of idle capacity are normal costs of doing business and are =
factor in the normal fluctuations of usage or indirect cost rates from period teo
period. Such costs are allowable, provided that the capacity 1s reascnably
anticipated to be necessary or was originally reasomable and 1s not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
szle, in accordance with sound business, economic, or Security practices.
Widespread idle capacity throughout an entire facility or zmong a group of
assets having substantially the same function may be considered idle facalities.

22. Insurance and indemnificetion.

a. Insurance includes insurance which the corganization i1s reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the crganization maintains in conmection with the general
conduct of its operations. This paragraph does not apply te insurance which
represents fringe benefits for employees (see subparagraphs 8.9 and 8.1(2}).

{1} Costs of insurance required or approved, and maintained,
pursuant to the award are allowable.

(2) Costs of other insurance mainta;ned by the organizaticn im
connection with the general conduct of its operations are allowable subject to
the following limitations:

{a) Types and extent of coverage shall be in accordance with
sound business p*actwce and the rates and premiums shall be rezsonable under the
circumstances.

15 ' ! ATTACHMENT g .......... _
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{27 Zoats of insurance on the lives of trustees, offiicers, or
other employvess holding positions of similar responsibilities are allowable only
to the extent that <he insurance represents additional compensation (see
subparagraph 8.g(4j). The cost of such insurance when the organization is

identified as the beneficiary is unalliowable.

(f} Insurance against defects. Costs of insurance with
respect to any costs incurred to correct defects in the organization's materials
or workmanship are unallowable.

{g) Medical liability (malpractice) insurance. Medical
liability insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs invelve human subjects or training
of participants in research techniques. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned to individuwal projects based
on the manner in which the insurer allocates the risk <o the population covered

by the insurance.

{3) Actual losses which could have been covered by permissible
insurance (through the purchase of insurance or a szlf-insurance program) are
unallowable unless expressly provided for in the award, except:

{a) Costs incurred because of losses not covered under nominal
deductible insurance gcoverage provided in keeping with sound business practice
are allowable. :

(b) Minor losses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the crdinary course of
operations, are allowable.

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

23. Interest.

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

September 29, 1995 to acguire or replace capital assets {including
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E statement of purpose and justification for faclliity

y

{b} & statement as to why current facilities are not adsguate
(c} L statement of planned future use of the Tacility

(d) A descripticon of the'financing agreement tc¢ be arranged
for the Zacility

{2} A summary of the building contract with estimated cost
information and statement of source and use of funds

{f) A schedule of planned occupancy dateas

{2) FTor facilities costing over §500,000, the non-profit
organization prepares, prior to the acquisition or replacement of the facility,
a lease/purchase apalysis in accordance with the provisions of Sec. .30
through .37 of Circular A-110, which shows that a financed purchase or capital
lease is less costly to the organization than other leasing alternatives, on a
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipated interest rates and should be no higher than the feir
market rate available to the non-profit organization from an unrelated ("arm's
length"} third-party. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
alternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable} not included in the debt
financing, lass any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and maintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipzated cost of leasing comparable facilities at fair market rdtes under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organization directly or as part of the lease
arrangszment.
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{1 Reimbursements are limitad to thé least costly alternative bhased
or. the tocal cost analysis reguired under subparagraph (p). For example, if an
op=mrating leass is determined to be less costly than purchasing through debt
financing, then reimbursement is limited o the amount determined if lsasing had
been used. In all cases where a lezase/purchase analysis is performed, Federal
reimbursement shall be based upon the least expensive altarnative.

(6; Non-profit organizations are also subject to the following
condi tions:

{a) Interest on debt incurred to finance or refinance zssets
acquired before or reacquired after September 29, 19%5, is not allowable.

(b} Interest attributable to fully depreciated assets is
unal lowable,

{c} For debt arrangements over $1 million, unlzss the non-
profit organization makes an initial eguity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall reduce claims for interest
expense by an amount egual to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-proiit organizations shall
prepare a cumulative (from the inception of the project) report of monthly cash
£lows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
{usually 12) that the building is in service for monthly amounts. Outflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and infterest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period ang be treated as a reduction
to allowable interest expense. The rate of interest {o be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month. '

(d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration of a perioed of 20 years reguires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
pnegotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(¢) The allowable costs to acquire facilities and eguipment
are limited to a fair market wvalue available to the non-profit ocrganization from
an unrelated ("arm's length") third party.

N
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(1) Re-acguired assets means zssets held by the non-profit
organization prior to September 2%, 1985 shat have again come to be held by
the organization, whether through repurchase or refinancing. It deoes not include

z
zssets acguired to replace older zssets.

{2} Initial eguity contributicn means the amount or value of
contributions made by non-profit crganizaticns for the acquisition of the asset
or prior te occupancy of facilities.

(3) Asset costs means the capitalizable costs of an asset, including
construction costs, acqguisition costs, and other such costs capitalized in
accordance with GAAP.

24. Labor relations costs. Costs incurred in meintaining satisfactory
relations between the organizavion and its employeses, including costs of labor
management committess, employee publications, and other related activities are
allowable, :

25. Lobbyving.

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

{1} Bttempts to influence the outcomes of any Federazl, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity;

(2} Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomes of
elections;

{3) Zny attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or empleyee of the
Congress or State legislature (including efforts to influence State or local
officials to engage in similar lobbying activity), or with any Government
official or employee in connection with a decision to sign or veto enrolled

legislation:

{4) hny attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State leglslation by preparing, distributing or using publicity or
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‘1) Providing a technical and factual presentation of information on
a toplc directly related to the performance o0f a grant, contract or other
agreement through hearing testimeny, statements or letters to the Longress or &
State legisleture, or subdiviszion, member, or cognizant staff member therecf, in
response to a documented request {(including a Tongressional Record notice
requesting testimony or statements for the record at a regularly schedulzd
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to a
written regquest for such presentation made by the Chairman or Ranking Minority
Member ©f the Committes or Subcommitise conducting such hesaring.

(2} Any lobbying made unallowable by subparagraph a({3) to influence
tate legislation in order to diresctly reduce the cost, or to avoid material
impairment of the organization's authority to perform the grant, contract, or
cther agreement.

{3) Rny activity specifically authorized by statute to be undertalen
with funds from thsz grant, contract, or other agreement.

c. {1} When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be separately identified in the indirsct cost rate
proposal, and thersafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.3 of Attachment 2.

{2} Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the requirsements and standards of this
paragraph have been complied with.

{3) Organizations shall maintain adeguate receords to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the requirements of this Circular.

{4) Time logs, calendars, or similar records shall not be required
1o be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying {as defined
in subparagraphs {a} and (b)) 2% percent or less of the employeée's compensated
hours of employment during that calendar month, and (2) within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are nct required to establish
records to support the allowabliliy of claimed costs in addition to records
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d. Executive lobbying custs. Costs incurred in artempting to
improperly influence either directly or indirectly, &an employee or offizer of
the Executive Branch of the Federzl Government toc give consideration or to act
regarding & sponscored agreement or a regulatory matter are unallowable. Improper
influence mears any influence that induces or tends to induce & Federal employes
or officer to give consideration or to act regarding a federally-sponsored
agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponscred agreements or contracts. Any excess of costs
over income on any award is unallowable azs & cost of any other award. This
includes, but is not limited to, the organization's contributed portion by
rezson of cost sharing agreements or any under-recoveries through negotiaticn of
lump sums for, or ceilings on, indirect costs.

27. Maintenance and repzir costs. Costs incurred for necessary maintenance,
repair, or upkeep of bulldings and equipment (including Federal property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prolong its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements wnich add to the
permanent value of the buildings and equipment or appreciably prolong their
intended life shall be treated ac capital expenditures {see paragraph 15).

28, Materials and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts necessary
to carry out a Federal award are allowable.

b, Purchased materials and supplies shall be charged at their actual
prices, net of applicable credits. Withdrawals Irom general stores or
stockrooms should be charged at their actual net cost under any récognized
method of pricing inventory withdrawals, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

c. Only materials and supplies actually used for the performance cf a
Federal award may be charged as direct costs. i

d. Where federally-donated or furnished mzsterizls are used in performing
the Federzl award, such materials will be used without charge.
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20, Memberships, suoscriptisns, and icnal activity costs.

]

A. Custs of the non-profit organization’s membership ir business,
technical, and professional organizations are allowable.

v, Tosts of the non-profit organization’s subscriptions to business,
professional, and technical periodicals are allowable.

2. Costs of membership in any civic or community organization are
allowable with prior approval by Federal cognizant agency.

cd. Costs of membership in any country club or social or dining zlub or
organization are unallowable.

31. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or Management consultants, attorneys,
accountants, or investment counselors, whether or not employses of the
organization, in connection with establishment or reorganization of an :
organization, are unallowable except with prior approval of the awarding agency.

32. Page charges in professional journais. Page charges for professional
journal publications are allowable as & necessary part of research zosts, where:

a. The research papers report work supported by the Federal Government;
and

b. The charges are levied impartially on all research papers published by
the journal, whether or not by federally-sponsored authors.

33. pParticipant support costs. Participant support costs are direct costs for
items such as stipends or subsistence allowances, travel allowances, and
registration fzes paid to or on behalf of participants or trainses (but not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34, Patent costs.

a. The following costs relating to patent -and copyright matters are
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclesures; {(ii) cost of preparing documents and any other patent
costs in. connection with the f£iling and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii} general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but

) -




LCsLI. enc L4 koveltiss anc oLnel
r. Trne following costs relsted T pELEnT &0G CORYVILgNT METLer ars

LRELLOWELLE

{1; Tost of prepsaring cdisclesures, reporis, and oinher documenis and
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(27 Cos in connection with filimng and prosecuting any foreign
patent application, or any United States patent application, where the Federal
award does not require zonveying tizle or & royalty- f:e& license to the Federal
Government f{but sees paragraph 45., Royelties and other costs for use of patents
and Copyrights;.
2%. Plant and homeland security CCSis Neceegsary and reasonable expernses
incurred for routine and homeland security Uto protect facilities, personnel, and
work products are allowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in secu IWty activities; equipment; barriers;
contractual security services; consultants; etc. Capital EYQﬂnditures for
homeland and plant security purposes are subject to paragraph 15., Eguipment and
other capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award
effective date of the award directly
anticipation of the award where such
proposed delivery schedule or period

costs are
pursuant to
costs
¢ performance.

those incurred prior t¢ the

the negotiation and in

ssary to comply with the
Such costs are allowable

are neltsz

only to the extent that they would have been allowable if incurred after the
date of the award and only with the written approval of the awarding agency.

!
2

7. Professional services costs.

a,

not cfficers or employees of the non-pro
tc subparagraphs b and c when reasonable
and when not contingent upon recovery of

In addition,
paragraph 10.

legal and related services

Costs of professional and consul
are members of a particular profession or possess a special
fit crganization,

rendered by pesrsons who
ckill, and who zre
are allowable, subject
in relation to the services rendered
the costs from the Federal Government.

tant services

are limited under Attachment B,

. In determining the azllowability of costs in a particular case, no

single factor or any special ceombination of
However, the following factors are relevant:

determinative.

(1) The nature and scope of the service rendered

service required.

factors 1s necessarily

in relation to ths

{2) The necessity of contracting for the service, considering the

non-profit organization's capability in

the partlﬂular area.

{3) The past pattern of such costs, particularly in the yeazrs prior

[

al awards

I
fD
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“he non-proiis

non-DIo fit

o) Whether the sarvize fan be ily hy direct
amployment rather than contragciing

{7) The gqualifications of <he individual or concern rendering nne
sarvice and the customary fees charged, especially on non-Fadaral awards

18 Adequacy of the contractual agreement for Lhe servi (..
deszcription of the service, 2stimate of time required, rate of compensation, and
Lermjnahlon provisionsg}.

b
)
[0l

te]

c. In addition to the factors in subparaqraph b, retainer fees to be

allowable must be supported by evidence of bona f{ide services available or
rendered

38. Publication and printiing costs.

a. Publication costs include the costs of printing (including thsa
processes of composition, plate-making, press work, binding, and the end
prodvcts produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs also include page charges in professional
publications.

b. If these costs are not identifiable with a particular cost obiective,
they should be allocated as indirect costs to all benefiting activities of the
non-profit organization.

c. Page charges for prof°531onal journal publications are allowable as a
neceasary part oi research costs where

{1} The research papers report work supported by the Federal
Government: and

(2) The charges are levied impartially on all research papers
published by the journal, whether or not by federally-sponsored authors.

39. Rearrangement and alteration costs. Costs incurred for crdinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are zllowable with
the prior approval ¢f the awarding agency.

40. Reconversion costs. Cosits incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.
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3
lon cOsSts lncur_ed ;nc1dent to recruitment of

a o
pioy:es, ¢ tThe extent that such costs are incurred pursuant
to a well-managed recruitment program. Where the organization uses employment
agencies, costs That are noti in erxcess of standard commercizl rates for such
services are allowable.

b. In publications, cests of help wanted adverticing that includes color,
includes advertising materizl for other than recruitment purpeses, or is
excessive in size (taking into consideration recruitment purposes for which

intended and normal organizational practices in this respect), ars unallowable.

c. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to attract professicnal personnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the crganization will be required to refund or credit
such relocation costs to the Federal Government.

42. Relocation costis.

a. Relocation costs are costs incident to the permanent change of duty
ascsignment {for an indefinite period or for a stated period of not less than 12
months) of an existing employze or upon recruitment of a new employee.
Relocation costs are allowable, subject te the limitation described in
subparagraphs b, c, and d, provided that:

{1} The move is for the benefit of the employer.

(2} Relmbursement to the emplcoyee is in accordance with an
csuablﬁshed written policy consistently followsd by the employer.

(3] The reimbursement does not exceed the employee's actual (or
reasonably estimated) expenses.

L. Allowable relocztion costs for current employees are limited to the
following: ‘

{1} The costs of transportation of the employee, members of his
immediate family and his household, and personal effects to the new location.

e
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147 The continuing ceosts of ownership of the vacant former home
AfTer Lhe settlement or lease date of the employee’s new permanent home, such &5
maintenance of buildings and grounds {exclusive of fixing up expensaes),
utilatlies, taxes, and property insurance.

1%} Other necessary and reasonable expenses normally incident to
relocation, such as the costs of canceling an unexpired lease, disconnecting and
reinstallling household appliances, and purchasing insurance against loss of or
damages to personal property. The cost of canceling an unexpired lease is
rimited teo three times the monthly rental.

c. Allowzble relocation costs for new employees are limited to those
describad in (1} and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been allowed éither as a
direct or indirect cost and the employse resigns for reasons within his contrel
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with Daragraph
50 and not relocation costs for the purpose of this paragraph if dependents ar
not pehmltbed at the location for zany reason and the costs do not 1nclude costs

of transporting household goods.
d. The following costs related to relocation are unallowable:
{1} Feas and other costs associated with acguiring a new home.
{2y A loss on the sale of a former home.

{3} Continuing mortgage principal and interest payments on a home
peing sold.

{4d) Income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and eguipment.

a. Subject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs cof comparable property, if
any; market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property ieased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

b. Rental costs under “sale and lease back” arrangements are allowable
cnly up to the amount that would be allowed had the nen-profit organization

46 - ' ";ﬁACrmem Yo
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"less-Than~arme~length” lezsecs
oot in subparagraph ©. ©f this pe
Le & 3] property vested Iin ihe NOR-pr
This purpose, a less—fnank;:m<—'&ngtt lease L= one unaex wt_cn one
i1ease agreement f:z able tC control or substentislly influence the actiio o
LTneY Such leases incluade, but are not limlited to thouse betweern (i) divisions
of & non-profit organization; {ii; non-profit organicatlons under common Control
through common c¢fficers, directors, or members; and (1li) & non-profit
crganization and & director, trustes, officer, or key employee of the non-profiz
crganizaticn or nis immediate family, either directly or through corporaticns,

truste, or similar arrangsments in which they hold @ contrclling interest. For
crample, 2z nop-profit crganization may establish a separate corporatien for the
sole purpose of owning property and leasing it back to the non-profic '
organization.

d. Rental costs under leases which are reguired to be treated as capital
leases under GAEP are allowable only up to the amount {as explained in
subparagraph b) that would be allowed had the non- profit organization purchased
fhe property on the date the lezse agreement was executed. The provisions of
FPinancial Accounting Standards Beard Statement 13, Accounting for Leases, shall
be used to determine whether 2 lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. Unaliowable costs include amounts paid for profift, management
fees, and taxes that would not have peen incurred had the non-preofit
organization purchased the facility.

44, Royaltiss and other costs for use of patents and copvrights.

a. Royalties on a patent or copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights theretc, necessary for the
proper performance of the award are allowable unless:

{1} The Federal Government has a license or the right to free use of
the patent or copyright.

{2) The patent or cbpyright has been adjudicated to be invalid, or
hazs been administratively determined teo be invalid.

{3) The patent or copyright is considered to be unenforceable.
{4) The patent or copyright is expired.

b. Special care should be gzercised in determining reasonableness where
the royalties may have arrived at as a result of less~than-arm's-length
bargaining, e.g.: :

{1) Royalties paid to persons, including corporations, affiliated
with the non-profit organization. - '

{Z2) Royalties pzid to unaffiliated parties, including corpocrations,
under an agreement entered into in contemplation that z Federal award would b=
made.
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44. Specialized service facilitiss,

|\.

&. The costs of services provided by highly complex or specialized
fazcilities operated hy the non-profit organization, such as computers, wind
tunnels, and reactors are allowable, provided the chargss for the services meet
the conditions of either 46 b. or c. and, in addition, take into account any
items of income or Federal financing that gualify as applicable credits under
Attachment A, subparagraph A.>. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodology that (i} does not discriminate
against federally-supported activities of the non-profit organization, including
uszage by the non-profit corganization for internal purposes, and {ii} is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least bilennially, and shall take
into consideration over/under applied costs of the previous period(s).

¢. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extracordinary circumstances, where it is in the best
interest of the Federal Government and the institution to establish alternative
costing arrangements, sSuch arrangements may be worked out with the cognizant
Federal agency.

47. Taxes.

a. In general, tages which the organization 1s required to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in lieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, (ii) spescial assessments on land which reapresent capital
improvements, and (iii) Federal income taxes.

b. Any refund of taxes, and any payment to the organizatioﬁ of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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. Tne cost of items reasonanly usable on the non-profst crganization's
oTher work shall not be allowable unless the nen-profit organization submits
evidence that it would not re such items at cost without susteining a loss.
In deciding whether such items &re reasonably uszble on other work of the non-
profit organization, the awarding agency should consider the non-profit
orgarization's plans and orders for current and scheduled activity.

n ot
)
for
]

Contemporaneous purchases of common items by the non-profit corganization shall
be regarded as evidence that such Irems are rezscnably usable on the non-profit
organization’s other work. AEny acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
rezsonable guantitative requirements of other work.

b. If in a particular case, despite all reasonable efforts by the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of special tooling, machinery, and is generally
allowakble if:

(1} Such special tocling, special machinery, or eguipment is not
reasonably capable of use in the other work of the non-profit organizaticn,

{#} The interest of the Federal Government is protected by transfler
of title or by other means deemed appropriate by the awarding agency, and

(3] The loss of useful value for any one terminated Federal award 1is
limited to that portionm of the acguisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
specizl tooling, special machinery, or egquipment was acguired.

d. Kental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

(1} the amount of such rental claimed does not exceed the reasonable
use value of the property lezsed for the period of the Federal award and such
further period as may be reasonable, and

(2] the nop-profit organization makess all reascnable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
2lso mey be included the cocst of zlterations of such leassd property, provide

Q.
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2., Sectlament aupenses including the fcllowing ars

{1, Becoounting, legal, clerical, and zcimalazx

2 awarding agency of

.&) The preparatior and pressntation o th
Lement claims and supporting data with respact to the terminated portion of
Federal award, unless the termination i3 for default (s=e Subpart _ .61 of

(b} The termination and settlement of subawards.

{Z} Reasonable costs for the storage, transportation, protection,
and disposition of property provided by the Federal Govermment or acguired or
produced for the Federal award, except when grantees or contractors are
reimbursed for disposals at a predetermined amount in accordance with Subparc
_ .32 through _ .37 of Circular A-110,

(3) Indirect costs related to salaries and wages incurred as
tlement expenses in subparagraphs (1) and (2). Normally, such indirect costs
1l be limited to fringe benefits, occupancy <ost, and immediate supervision.

f. Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organization are generally alleowable.

An appropriate share of the non-profit organization's indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense so allocated shall
ezclude the same and similar costs claimed directly or indirectly as settlement
expenses.

49, Training costs.

2. Costs of preparation and maintenance of a pregram of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to incresase the vocational effectiveness of employees, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries c¢f the director of
training and staff when the training program is conducted by the crganization;
or (ii) tuition and fees when the training is in .an institution not operated by
the corganization, are allowable.

b. Costs of part-time education, at an undergraduate or post~graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, and are
lirited to:

{i) Training materials.

(2) Textbooks. '
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{6) Streight-time compensaticon of each employee for Time spent
attending classes during working hours not in excess of 156 hours per year and
only tc the extent that circumstances do neTt permit the operstion of classes or
attendance at classes gfter reguilar working hours; otherwlise, such compensation
is unallowable. :

¢. Costs of tuition, fees, trezining materials, and textbooks {but not
subszistence, salary, or any other emoluments) in connection with full-time
education, including that provided at the organizaticn's own facilities, at a
post-graduate (but not undergraduate) college level, are zllowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expscted to work, and only where the costs recaive
the prior approval of the awarding agency. Such costs zre limited to the costs
attributable to a total period not to exceed cne school year for sach employes
so trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the effectiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrollment fees, training materials, textbocks and related
charges, employees’ salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only tc the extent set forth in
subparagraphs b and c.

e. Maintenance expense, and normal depreciation or fair rentzl, on
facilities owned or leased by the organization for training purposes are
gllowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or domnations to educational or training institutiomns,
including the donaticn of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be zllowed with prior approval cf the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant to an established treining and
educaticn program, and that the course or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected to
worlh.

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items involved, they may be directly cherged &s transportation costs or

51  ATTACHMENT Yo,
- -



maragraoh At
he made, TransporIaTion
accounts 1f the orgar.

respect.

2 jren]

£o5 qan

e ma e

the apwropr

T, agquivtable proc

4

z Trave. onssa
z. General. Travel coszts arz the expsnses for transportation, lodging,
sl ence, and rela+ed items incurred by emplovees who are in travel siatus orn
oificial husinecs of the non-profit organization. Such <osts may be charged on

£

ar acruai cost basis, on a per diem or mileage basis in lieu of actual costs
incurred, or on 2z combination of the two, provided the method used is spplied &
trip and not to .selectad days of the trip, and results in charges
consistent with those normally ellowed in like circumstances in the non-profit
organization’s pnon-fedsrally-sponsored activities.

b. Lodging and subsistence. Costs incurred by employees and oifficers for
travel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such costs do

not exceed charges normally allowed by the non-profit organization in itis
regular operations as the result of the non-profit organization’s written travel
policy. 1In the absence of an acceptable, writter non-profit organization pelicy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Administrator of General Services, or by the
President {(or his or her designee) pursvant to any provisions of such subchapter
shall apply to travel under ¥ederal awards {48 CFR 31.205-46fa)).

c. Commercial air traveal,

{1) Airfare costs in excess of the customary standard commercial
airfare {(coach or eguivalent), Federal Government contract airfare (where
avthorized and available), or the lowest commercizl discount airfare are
unallowable except when such accommodations would: {a) regquire circuitous
routing; {b) reguire travel during unreascnable hours; (¢} excessively prolong
travel; {(d) result in additional costs that would offset the transportation
savings; or {e) offer accommodations not reasonably adeguate for the traveler’s
medical needs. The non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

(2) Unless a patitern of avoidance is detected, the Federal
Government will genarally not guestion a non-profit organization's.
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit crganization can demonstrate
2ither of the following: {(a} that such airfare was not available in the
specific case; or (b} that it is the non-profit organization’s overall practice
to make routine use of such airfare.

d. Air travel by otler than commercial carriexr. Costs ¢f travel by non-
profit organization-owned, -lsased, or ~chartered aircraft include the cost of
lease, charter, operation ({(including persornel costs), maintenance,
depreciation, insurance, and other related costs. The porticn of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c., is unallowable.

—— s o
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Aoivanec narleston, South Carslins

n

Technology Institute (RTI),

herospace CTorpovation, Ll Szgundo, Calilornia

mmerican Instjitutes of Research (ARIR), Washington D.T.
Araonne Hetional Laboratory, CThizage, Illinolis

Atomlic Casualny Commission, Washington, D.C,

Battelle Memorial Institute, Headguartered in CZelumbus, Ohio
Brookhaven Mational Laboratory, Upton, New York

Charles Stark Draper Laboratory, Incorporated, Cambridge, Massachusetis
CNA Corporation (CNACY, Alexandria, Virgiﬂia

Environmental Institute of Michigan, Aan Arbor, Michigan

Hanford Environmental Health Foundation, Pichland, Washington
IIT Ressarch Institute, Chicago, Illinois
Institute of Gas Technnlogy, Thicago, Illinois

titute for Dafense Analysis, Rlexandria, Virginia

i

n

1]

iMI, McLean, Virginia

Mitre Corporation, Bedford, Massachusetis

Mitretek Systems, Inc,, Falls Church, Virginia

National Radiological_Astronomy Observatory, Green Bank, West Virginia
National Renewable Energy Laboratory, Golden, Colorado

Cak Ridge RAssociated Oniversities, Oak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Ressarch Triangle Park, North Carclina
Riverside Research lnstifute, New York, New York

South Carolina Research Buthority (SCRAR), Charleston, South Carolina

Georgia Institute of Tachnology/Georgia Tech Applied Research Corporation/
Georgia Tech Research Institute, Atlanta, Georgia
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3. Fescission and Sunersesalon Tn,s mircular regcinds Circular A-12E,
nzudits of State and Local Governmente, " issued Apr¢4 12z, 1885, and supersedes
the prior Circular R2-1323, "Audits of Insti‘utﬂons cf Higher Education and

thar Non-Profit Institutioms," issusd April 22z, 1%56. For effective dates,
see paragraph 10. '

4. Pplicy. Except as provided herein, the standards set forth in this
Circular shall be applied by 211 Federal agencies. 1T any statute

specifically prescribes policiss or specific reguiremesnts that differ from the
standards provided herein, the provisions of the subSequent statute shall
govern.

i

ederal agencies shall apply the provisiones of the sections of this
Circular to non-Federal entities, whether they zre reciplients expending '
Fedsral awards received directly from Wede*;l awgrding =agencies, or are
subrecipients expending Federzl awards received from a pass-through entity !
recipient or another subrecipient).

fu

This Cirrular does not apply to non-U.8. bas
Federal awards received either directly as a reci

ed entities expending
re len
subrecipient.

ipient or indirectly s &

5. Definitions. The definitions of ey terms used in this Circular are
contained in § .105 in the attachment to this Circular.

€. Feguired Action. The specific reguirements and responsibilities of
Federal agencies and nom-Federal entities azre set forth in the Attachment to
this Cireular. Federal agencies

making awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulations as provided in
Section 10 (below), unless different provisions are reguired by Federzl
statute or are approved by the Gffice of Management and Budget (OMB}.

7. OME Pesponsibilities. OMB will review Federal agency regulations and
implementation of thie Circular, and will provide interpretations of policy
reguirements and assistance to ensure uniform, effective and efficient

implementation. .

B Information Contact . Further information comcerning Circular 2-132 may
be obteained by contacting the Financial Standards and Reporting Branch, Offlce
of Federal Financizl Management , Uffice of Manmagement and Budget, Washingtom,
DC 20503, be1ephene {202) 395 -38%3.
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i eviaw Date. Trhis Tirouo
the nate of issuance.

20 cffective Dates. The st
to tnis Circular, which applv

July 3. 199€, and sha.l apply

30, 1396, exzept as otherwise

The standards set forth
apuly Lo non-Federal entities
regulacions not later chan 60
irn the Federal Register,
beginning after June 30,

Accachment applies to audits of fiscal ysars
The reguirements of Circular R-128,
the 1290 version of Circular A-133 remain
beginning on or kefore June 30,

lar will have a DULLICY reviaew Lnres vEars Srom
andards sez Iorth in § 400 of the Atzachmen:z
direstly to Fzderal agengsiss, shall be e

to audits of Elscal vears beginning alter
zpecified in & 400 (a)

in thiz Circular that Federal agencies shall
shall be adopted by Pederzl agencies in codilled

days

although
in
189%6.

after publication of this final
so “hat they will apply to audits of fiscal years
1996, with the exception that §___.305(b) of the
beginning after June 30,
the Circular ig rescinded,
effect for asudits of fiscal years

ravigsion

1998 .
and

The revisions published in the  Federal Register June 27, 2003, are

effartc

ive for fiscal vyears ending after December 31,

2003, and early

implementation is not permitted with the exception of the definicion of
oversight agency for audit which is effecrive July 28, 2003.

Attachment

hugustine T. Swmythe
Acting Director
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Subpart 4--General
§_ _.10¢ Purposse.

avzmids .

nat expends Fzdeval awards which

kuditor means an auditor, that is a public accountant or a Federal,
State o0r local government audit organization, which mests the general
standards specifiad in generally accepted government auditing standards

{GAGAS}. The term auditor does not include internal auditors of non-profi:
organizations.

Audit finding means deficiencies whizh the auditer is regquired by
5 -510{(a} to report in the schedule of findings and guestioned costs.

C¥DE number means the number assigned to a Federal program in the
Catalopg of Federal Domestic Assistance [(CFDA).

Clugter of oroarams means a grouping of closely related prograws chat
share common compliance requirements. The types of clusters of programs are
research and development {R&D), student financial aid (SFA), and other
clusters. "Other clusters" are as defined by the Office of Management and
Sudget (OMB) in the cowpliance supplement or as designated by a State for
Federal awards the Stace provides to its subrecipients that meet the
definition of a cluster of programs. When designating an "other cluster," a
State shall identifiy the Federal awards includad in the cluster and advise the
subrecipisnts of compliance reguirements applicable to the cluster, consistent

with § .400(d) (1) and § .400(d) (2), respectively. A cluster of programs
shall be considered as one program for determining major programs, as
described in § .520, and, with the exception cf R&D as described in

§ .200(c}, whether a program-specific audit may be elected.

Cognizant agencv for audit means the Federal agency designated teo carry
out zhe responsibilitiss described in § .400(a) .

Compliance supplement refers to the Circular A-133 Compliance
Supclement, included as Appendix B to Circular A-133, or such documents as
P g

OME or its designee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documsnts, Washington, DC

20402-9325. .

Corrective action means action taken by the auditze that:

(1) Corrects identified deficiencies;
{2} Produces recommended improvements; or

(3) Demonstraces that audit findings are either invalid or do not
warrant auditee action.

Federsl adengy has the same meaning as the term ageacy in Section 551 (1}
of title &, United States Code.

rederal award meazns Federal financial assistance and Federal cost-
reimbursement contracts that non-Faderal entities receive directly from
Taderal avarding agenciss or indiresctly from pass-through entities. It dozs

PAGE ... oF .23 pacee




ET CONTITalT

graTLT ha z & v
vendors. e wi osun T TG - ove
rons oL [l ComTracte TO OpEr¥aT ZQAEYTE
TTactorY Ope iiiviss (GOCOE, =re s=xciuded from tThE
LEXL. o

ino amencv mMeans Che Fedsral agency that provides an award

cipient )
ral f-nanc-al SESisrance’ MSaARS EAESiSTANRCE that non-Federz! =Nt Tik
admiriscer in -he form of grants, loans, loan SURTENLEES, properT }
donated surplus propertyl. copperative agreewsnts, interest

b

ingurance, food commodities, direct appropria ione, and other
but does not include amounts recgived &s reimbursement for
rendered to individuals as described in § L.205{n) and & .20

i
P

Federal program MEans:

{13 211 Pederzl awards to a non-Fedéral entity assigned a single
number in the CFDA.

{2) When no CFDL number is assigned, all Federal awards from the same
agency made for the same purpcse should be combined and considered one
program.

(3) Notwithstanding paragraphs (1) and {2) of this de *-ition;
cluster of programs. The types of clusters of programg zre:

-

(i) .Eesearch and development (R&D);

{i1) Student financial aid (SFA); ‘and’
(iii) "Other clusters,” as described in the definition of cluster
of programs in this section.

PAGPS means generally a”cepted ggv=rnment audﬂtlnc st andards Assued by
the Compfrol’er General of the United Stafes) which are spplicable-to
financial andits. : :

Generallv acoepted accounting principles has the meaning specified in
gene*ally aﬁcepted audl_lng standavds 1ssued by fhﬁ Ame*lfan Institute of

Tnd;ar tTibe means any Tndian tribe,” band, nation, -or other organized
group or communlty including any Alaskan Natiwve village or regional or . |
village corporation (as defined in, or established under, the alaskan Native
Claims Settlement Act) that is recc:)gnl,_ed Iy the United S ates 28 el1glble for
the special programs and services provided by tle United States to Indians
because of their status as Indians:

Internal contrcl means a pr0ﬂess,,effected by an entity’'s management and
other personnel, designed to provide reasonable asburance *ega*dlng the
ach1evam=nt of oDjectlvns in the followﬂno categor;es.

(1) Effectiveness and effl ”peratlons I oo
(2)  EReliapility of finamcial reporting; &nd
{3) .. Compliance with applicable laws_and regulations.

Intefnal control perteining to the comul-ance reguirements for Federsl
programs {Internal control over Federal’ programc) me&Ens a process--eifected by




gement and osoney personnel-
ing <“ne achisvament 07 Lhe

azzurance rega

LY orams

Permit the preparation of reliable financizl statements and

i1} Maintain accountability over assets; and

{iii) Demonstrate compliance with laws, regulations, and other
compllance requirements;

(2) Transactions are executed in compliance with:

(1) Laws, regulations, and the provisions of contracts or grant
agreements that could have a direec and material seffect on a Federal program;
and

_ (ii) bAny other laws and regulations that are identified in the
compliance gupplement; and

(3). Funds, property, and other assets are safeguarded against loss
from unauthorized use or disposition. .

Loan means a Federal loan or loan guarantee received or administersd by
a non-Federal entity.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township, parigh, lozzl
public authority, special district, school district, intrastate district,
council of governments, and any other instrumentality of local goavernment.

Major program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
5 .215 (e} .

Management decision means the evaluation by the Federal awarding agency
or pass~through entity of the audit findings and corrective actiom plan and
the issuesnce of a2 written decision as to what corrective action 1s necessary.

Non-Federal entity means a State, local government, or non-profit
organization. '

Non-profit organization means:

(1) any corporation, trust, association, ceoeoperative, or other
organization that:

(1) iz operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and

(iii} Uses its net proceeds to maintain, improve, or expand its
operations; and

(2] The term pon-profit organization includes non-profit institutions
of higher education and hospitals.

TTACHMENT ..
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OME mzanz Lae Exnecutive Office of fhe President, 0FIice ol Managemsent

and Budgert .

for aullit MEANE C[he

Dvereignt zaency I Pederal awarding agsncy That
provides wne predominant amount of direcr funding to & reclplent not aSSighsd
& cognizant agency for aucdit. When there it no direct funding, the Federsl
sgency with the predominant indirect funding shall assume the oversight
responsibilities, The duties of the oversight agsncy IoY aucit are desgribed
in B .400{m).

Effecrive July 28, Z003, the following is added to this definition:

L Federzl agency with oversight For an zuditee may r assign OVErsignt Lo

another Federzl agency which provides substantial Glrg ana agrees Lo

be the oversight agency for audit. Within 20 days afuer any
reagsignment, both the old and the new oversight ‘agency for audit shal_
notify the auditee, and, if known, the audiror of the TEasslgnm=nt

Fass-through entitv means & non-Federzal enti ity thet prov1de° & Federal
award to & subrecipient to carry out & Federel program '

Frogram-specific audit means an audit of cone Federal program as provided
for in § .200(c) and § L225.

Questioned cost means a cost that is questloned by thG audltor because
cf an awdit finding: ’ o ‘

(1) Which resulted from a violation or possible viclation of a
provision of a2 law, regulation, contract, grant, cooperative agreement, or
othsr agreement or document governing the use of Federal funds, incliudisg
funds used to msetch Federal funds; o ’ Co R

" (2) Wnere the costs, at the time .of the audit; are not suppov‘ed by
adequste documentation; or ' ' T T o -
(3) Where the costs incurred appea7 unreasonable and do not reflect.

the zctions a prudent perscn would tazke in the circumstances.

Recipient means s non-Federal Antity that expends Federal..awards
received directly from a Federal awardlng agency to carry out a- Federal
program.

Research and development (P&D) means a1l research activities, . both b sic
and applied, and-all development act1v1tles that are performed by a non-
Federal entity. .Research is defingd as g systematlc stldy directed toward
fuller scientific knowledge. or. understandlng “wf the subjsct ‘studied. . The. term
research also includes activities 1nvolv1ng the tralnlng of 1nd1v1duals in
research technigues where such act1v1fle5 Wtilize the same facilities as other
research and develcpment dct1v1t1es and whnre such activities &re.not included
in 'the instruction function. Develoument is the ‘systematic use 6f knowledge

and -understanding gained from research dlrected toward the productlon of
useful -materizls, devices, systems, Reid methods, 1nclud1ng d sign-dnd-
development of Hro*otypes and p*oﬁesses : S :

y.'s financial

- State-means - any. State of -the United States, the District of Columbis,
the Commonwealth of. Poeric: Rico, the Virgin Islands, Guam, American Samoa, The
Commonwealth-of the Worthern Mzriana Islands, and the Trust Territory of. the




souvdent Pipapcial Aid (3FR)} incliudes thossz programs of general student
i3tance, such as those authorized by Title IV of the Bigher Education kot
1345, as amended, (20 U.5.C. 1070 =2t _s=2g.) which is administered by the
0.5, Department of Education, and similer programs provided by other Federal
aencies. It does not include programs whicn provide Zellowships or similar

Feqdgaral awards to students on & competitive besls, or Jor specified studiss or

ranearch.

Subrecipient means a non-Federal entity that erpends Federal azwards
received from a pass-through entity to carry out a Federal program, but dos=s
not include an individual that is a beneficiary of such a program. A
subrecipient may also bhe a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing hetween a subrecipient
and a vendor is provided in § __.210.

Types of compliance reguirgments refers tc the types of compliance
regquirements listed in Zhe compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles, cash

anagement; =liqgibility:; matching, level of effort, earmarking; and,
reporting. - '

Vendor means a dealer, distributior, merchant, or other seller providing
gonds or services that are regquired for the conduct of a Federal program.
These goods Or services may.be for an organization's own use or for the use of
benaficiaries of the Faderal program. BAdditional guidance on distinguishing
between a subrecipient and a vendor is provided in §_  .210.

Subpart B-—-Audits
§ L2090 Audit requirements.

(a) pudit reguired. HNon-Federal entities that expend 5300, 000
(500,000 for fiscal years ending after December 31, 2003) or more in a year
in Federal awards shall have a single or program-specific audit conducted for
that year in accordance with the prowvisions of this part. Guidance on
termining Federal awards expended is D“OVlded in §___.205.

[

ae

(b} Single audit. WNon-Federal entities that expend $300,000 ($500,000
for fiscal years ending after December 31, 2003} or more in a year in Federal
awards shall have a single audit conducted in accordance with §  .500 except
when they elect to have & program-specific audit conducted in accordance with
paragraph (e} of this sectien.

(c) = Program-specific audit election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
programn's laws, regulations, or grant agreements d¢ not require a financial
statement audit of the auditee, the auditee may elect to have a program—
specific audit conducted in accordance with §_ _ .235. A program-specific
audit may noi be elected for R&D unless all of the Federal awards expended
ware received from the same Federal agency, or the same Federal agency and the
same pass-through entity, &nd that Federal agency, or pass-through sntity in
the case of a subrecipient, approves in advance a program-specific audit.

(d} Exemption when Federal awards expended are less. than $300,000
(5500, 000 for fiscal vears ending gfter December 31, 2003). HNon-Federal

8
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g 20E Bzsis for determining Federal awerds eXpended

=y Determiping Federzl awards eypended. The determinetion of when &n

zwerd ig expenaed shouid be based on when the activity related to the awerd
LoTUTS. Ge;e*aliy, the activity pertains to évents that reguire the non-
Fogerzl entity =6 comply with laws, regulations, and the provisicgns of
contracts Or gIanrt agreements, such as: expendiTure/erpPense transaClions
aesuciatied with grants, cost-reimbursement contracis, Ccooperative agveemﬁnt
and direct ap pTopf‘at cris; the disbursement ¢f funds passed through to
subrecipients; the use of luvan proceeds under lcan and loan guarantee
programs; the receipt of property; the receipt cof surplus property: the

receipt or use of program inceme;  the distribution or consumption of ;ood
commodities; the disbursement of amounts entitling the non- Federal enti ty Lo
an interest schldv, znd, the period when insurance 18 in force. :

Locap and lcan guarantees (loang). Since the Federal Government is

(k)
at risk for loans until the debi is repaid,. the following guidelines shall be
used To calculate the value of Federal awards ezpended under loan programs,
except as noted in paragraphs {c) and (d} <f this section: :
(1) Value of new loans made of received duringthe fiscal year;
rlus ) .
(2) Bazlance of loans from previous ysars for which the Fedasral

Government imposes continuing compliance requirements; plus

(2) Eny interest subsidy, cash, or administirative cost allowance

oE

raeceived.

ic) 1cen a2nd loan gusrantess {loans) at ipstitutions of higher
educstion. Wnen loans are made to-students of an institution of higher
sducation but the institution does not make the loans, then only the value cf
loans made during the year shall be considered FPederzl awards expended in that
yeal. The balance of loans for prﬁVLOLS years is not included as Federal
awards expended because the lender accounts for the prior baWanﬂes.

(d} Prior igan and loan guaraniees {(loans}. Loans, the procesds of
which were received and expended in. prl0r years, are not coneéldered Federal
awards erxpended under this part whefd the laws, regulations, and the prom151on=

~of contracts or grant agreemnnts pertalnlng Lo such Woans 1mpose no continuing
Fombllanae reguirements other thar ‘to 1'epay the lcans. :

{e) Endowment funds. The cwmulative balance of Federal awards for
endowment funds which are federally restricted are considered zwards expended
in each yeer in which Lhe funds zre st11l restricted.

. (fy" Free rent. Pree rédnt received by itself is not considered a
Tederal zwerd expended unGP- this part "~ However, free rent received as peart
9 AT!’ACHMENT e
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i Faluzhg non-cagh Federz. non-cesh zssistiance, suzh a3
. Touond stamps, food doneted propertTy, wr donated surolus
shzll ne valued ax vailue at The time oI recsipt cor tha
value provided by tn ency.
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r providing
ar t considered
Wwards expended under Tthis part unless a State reguires the funds
d as Federal awards =zpended because reimbursement is on a costi-
ment basis.
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3 Tertain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the Hational
Credit Union Share Insurance Fund and the. Central Liquidity Facility that are
funded by contributions from insured institutions are not considered Federal
awards expended.

.3
§ .210 Subrecipient and vendor determinations.
(a) General. An audites may be a recipient, a subrecipient, and a
vendor. Federal awards expended as a recipient or a subrecipient would be

subject teo audit under this part. . The payments recsived for goods or services
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b} and {(¢) of this section should be congidered in determining
whether payments constitute a Federal award or a payment for goods and
sarvices.

{b] Federal award. Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Determines who is eligible to rsceive whatl Federal financial

Y

(2) Has its performance measured against whether the okbjectives
of the Federal program are met;

(3) Has responsibility for programmatic decision making;

{4) © Has responsibility for adherence to applicable Federal
program compliance requirements; and

(5} Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass-through entity.

(c) Pavment for goods and serviges. Characteristics indicative of a
payment for goods and services resceived by a vendor are when the organization:

{13 pProvides the goods and services within normal business

10 ATTACHMENT &
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For-profit subrecipient. &ince this part does mot apply to for-

recipients, the pass-through entity is responsible for establishing
ments, as necesSsary,. to snsure compliance Dy fof~pfofﬁf sub?ec¥pient5.
ract with the for-profit subrecipient should descrlbe appliceble

ce requirements and the for-profit subrecipient's compliance

bility. Methods to ensure compliance for Vnderal awards made to for-
ubrecipients may include pre-award sudits, monitoring during the

, and post-award audits. - :

1) Compliance responcgipility for venders. In most cases, the
auditee’s compl¢ance responsibility for vendors is only to ensure that the
procurement, receipt, and- payment for goods and servicee comply with laws,
fnngatlonu, and the pIOVl”lDDS of contracts ‘'or grant qgrpemants.' Program
cempliance reguiréments normally do not pass through to vendors.t However, the
auditee ig responsible- for ensuring compliance for vendor t*anﬂqﬁtlons wiilich
are structured such that the vendor is responsible Ifor program’ compliance or
the vendor's records must be reviewed to determine program compliance: Also,
when these vendor transactions relate te a major program, the scope of the
audit shall include determining whnther these trangactions are in ‘Compliance
with laws, regulations, and the provisions of centracts or grant agreements.

§ | .215 Eelation to other andit requirements.

(¢}  Budit under this part in Jiev of other andits. Zn audit made in
accordance with this part shall be in lieu of any financial audit reguired
under individual Federal awards. To the extent this audit meets a Federal
agency’s needs, it shall rely upon and use such zudits. . The provisions of
this part meither limit the autheority of Federzl agencies, including their
Inspectors General, ©r GAOQ to conduct or arrange for additional audits (e.g
financiel sudits, perfo“mance audits, evaluatiomns, 1nspectlons, or IFVlew )
nor lauthcrize any audﬁtee to constrain Federal. agenc:es.‘rom ca*ry1ng out

- additional audits. hny-additional audits shzll be planted and’ perfo*mpdfln
such a way as to bUle upon work pevformed by other aud tors f

1o FﬂderaT'aaenﬁV to pev for addltlonal dud’tc : A Federal agnncy
that conducts oz dontracts for additional audits shall,. consisteéent with other
‘applicaple laws and *ecLWé ions, arrange for funding the full cost of such
additionel audﬂtC
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5 . 220 Fregquency of audits,

Except for the provisions ior bienniazl audits provided in paragraphs ()
and (b) of this section, audits reguired by this part shall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

{a} 2 State or local government that is reguired by constitution or
statute, in effect on January 1, 1987, to undergo its audits less freguently.-
than annually, is permitted to undergo its audits pursuant to this part
biannially. This reguirement must still be in effect for the biennial period
under audit.

) Bny non-profit organization that had biennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1985, is
permitted to undergo its audits pursuant to this part biennially.

& L 225 Sanctions.

No audit costs may be charged to Federal awards when audits reguired by
this part bave not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
eritities shall take appropriate action using sanctions such as:

(a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily’

(b} Withholding or disallowing cverhead costs;

{(c) Suspending Federal awards until the audit is conducted: or

(d) Terminating the Federal award.

§ .230 Audit costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal avwards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable

OMB cost principles circulars, the Federal Acguisition Regulation (FAR} (48
CFR parts 30 and 31), or other applicable cost principles or regulations.

12
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A non-redseral =RTITV Shie- . oL Thargs ThnE
i Tre cost of &ny sufii ULOEX ThE
ol fGLY (i L8 T 7501 el ose0. . LOU SORALIZTES LT

Gst of audiiling & Lon-Federai entiiy which nas Feaeral
thal 5304, 000 18500, 000 for fiscsl veare ending after
vear ang -¢ thereby sxempied under £ .200{d) Irom
€d under Tl part However, tThig does not profizblt &
j<1=] charging Fecgeral awards for the cost ¢f limited scope
au ubrecipients im accordance wath § 0 400 (a)y (2),
nr nt does not have a singlg_aud;t. For purposes of this
La cs only include agreed- -upsnh proceduires engagements
co accordance with sithar tne RICFE’' s generally accepted auditing
ste attestation standzrds, that are pzid for and arranged by z pass-
:hvough en:¢ty and address only one or mors of the follows ng types of
compliznce reguirements:s activities sllowed or n¢1lowed zllowable
mosts/cost principles; eligibility; matching, le vel of effort, earmarking;

and, reporting.

&

- .235 Program-specific audits.

{a) Program-specific audit ouide awailable. In many cases, a program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance reguirements, suggested
audit procedures, and audit reporting reguirements. = The -auditor should
contact the Office of Inspector Generzl of the Federal agency to determine
whether such a guldo is available. When a current prog*am—cpECWfﬁc audit.
guide is available,  the auditor shzall follow GAGAS and the gu;de when’
performlng a program-sp°c1f1c audit..

4=} Program-specific aud t guide mot aval‘able {1} -When & program-
specific audlt guide is not available, the aud1tee and audwtor shall have
basically the samé respon=lbﬂlltAes for the Federal program dS i'hey would have
for an audit of a major program in a single audit.

(2) The auditee ghall prepare tne flnanclal statement(s) for the
Federal program that includes, at & minimum, a schedule of expenditures of
Federal awards for-the program and notes that desgribe the significant
accounting pol;c;ee'used in:preparing the srheduLe, a summa*y schedule of
pricgr audit f+nd1ngs cons;stent with the requlremants of s CIEIS (b)), and a
corrective actlon plan consistent with the *equlrements oz s "‘J15(c)

(3}  The azuditor shall:

ooy Perform an audit of the flpanc*al statement( s) for the
Federal program in accordance with GAGES
" Obtain an understandlna of thernal'contro1 éhd'
&1 contrul over the Fede*al prog*am Fon51stent w1th the
500{:} for a major program,_

{11

perform rests of i
reguirements of '§

{111} Perform procedures to determlne whether the auditee
Kes: complizd w1tn’law5,“regu1at ons, and the provisions of contracts or grant
agresments thet could ‘have a direct and material effec¢t on the Federal progr
com¥istent w:th .Ehe equlrements of §  .500(d) for 2 ma‘ior program; and

"'AC-HMENT _____ E
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Summe Y 4 orior audit findiy
PR 1 dit finding, when
soheduls »f pr L Zindings mazTzri
audit Iindl cordance with
{4y The auditor's repsrt(s) mey 52 in the form of either
~ombined or separate reports and may be srganized differantly from the manner
presanted In this ssction. The audiftor's repor:t‘s) shell state that the audit
was uonducted In accordance with this part and include the foliowing:

ti) An opinion {or discliaimer of opinion) as to whether
the firnancial statement{s) of the Tederal program is presented fairly in all
material respects in conformity with the stated accounting policies;

{ii) A report on internal control related to “he Federal
program, which shall desecribe the scope of Testing of internal control and the
rasults of the tests; :

(1i1i) A report on compliance wnich includes an opinicn {or
disclaimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of contracts or grant agreements which couid
have a direct and material effect on the Faderal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the auditor's results relative to
the Federal program in a format consistent with §__ .505(d) {1) and findings
and guestioned costs consistent with the requirements of §__ .505(d) (3).

{(c) Report submission for program-smpecific audits.
{1) The audit shall be completed and the reporting reguired by paragraph
(2} (2} or (c}{3) of this section submittad within the zarlier of 30 days af:t=
receipt of the auditor’s reporti{s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt ¢f the auditor’s
report(s), or 13 months after the end of the audit period, unless a differsnt
period is specified in 2 program-specific audit guide.) Unless restricted by
law or regulation, the auditse shall make report copies available for public
inspection. :

(2} When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §_ . 320(b), as applicable to a
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. Also, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
raquired by the program-specific audit gquide.

{3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2} of
this section, and the auditor's report{s) described in paragraph (b} (4} of
this section. The data collection form prepared in accordance with

14




5 L2320 {), ac am—=
TeLULrTing pacikad o Thz
Ly DME L Le ret CopY
Iingings &nd gue o =d a
v prior suc.t £ % SLaty
srall SuDMit ©he COpY o pa
benelf i the Feasrszl s . DX il
LT whe TesSe of & sabrecipient. Insteas of I0
the Lpa&gs-in I entity, when & subr&:ipienk &, I 100 te =ubm__fa
reporrii I the pass-ihrough entity, the subrecipsent shall provides
WIiLlLET, te¢ the pase-ihrough entity, consistent with the
requirements of § .320(e) {2). & subrecipient may submit a copy of the
IepcrTing package_fa the psss—tnrough entity te comply with this notification
reguirement

(d) Other sections of tnis part may aDD1U ~Program-specific. sudits
are subject’t¢ § 100 through §_ 2'S(b), § 220 through §__ .230,
§  .300 through 8§ .305, § . 315, § 32D (£) through §_ '—120(3)', § . ..400
through'§___L405g 5 .510 through § .- 515 and other: Teferen ed provisioms -

of this part unleés contrary tc the provisions:of this sectlon, a program-
specwf ¢ audit. guide, or program laws and Tegulatlons

Subpart C--Zuditees
§ .300 . Aunditee responsibilities.

{&) Igentify, in its accounts, all Federel awards received and
expended and the Federal programs under which they were received. Fadergzl
program. and award identification shall -includey _as.applicable, the CFDA title
and number, award number and year, mame- of.the deral agency, and name of the
rass-through .entity.’ RO LI '

(o) . Malntaln intermal control over Federdl progvams that pr ovides
reascnable agsurance that the aud1tﬁe ¢s mandglng K . h;:=,
Federal avards in compliance with laws, regulatlons, and the: pf0v1310nsnof
contracts or grant agreements that ﬂou?d hiave a mafeI*aI effect: on each of
Federal p*ourams : :

ey Ponply Wwith .laws, gniatioﬁs,'and“the'prov5510ns of contracts -or
gr;nu ag*eamEﬂts related to aach of 1ts FedeTal‘programs :

{d) Prepu*e approprlate 1‘:manc:.ml sba*emerts, lnc*udlng the scheuule
of EYpEndltuIES ‘of Federal awards in accordance W rh § JE10. . ..

{e) Ensure that the zudits requlred by th1s part are properly
performed’ and. submltted when due. When g
due date requlred by § . ..320(a) are gran <
agency - for audz;; promptly notify the, Fea
ang’ each pass th*ougb nntlty pIOV‘Glng Fed

__(F VFol“ow up and take ﬂor?ectlve aC*lOHJDD aust f1nd ngs,f‘
preparationsof«g-summary schedule ¢f prior. aud findings and 2 correct:
actlon plan ln accordance with § ° _315(b} and_§. L3154c) , respectively.

Bé‘seléctioﬁ.V
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& Eudi- oy Lorocuremnent IhOLrXOoCurIing agult zer ceg, putLiTacs g7
Tl v < ocurament standards prescriped Dy Tne Srants Managemsnt oMWMOn
Fisa iners fter referred to as the "p-2107 Tommon Rurie". published Marzh 11,
AR and wled April 19, 12825 {insert aporopriate CFR citation:, Tirzular
h- 110, "U hdministracsive Redquirsmentis for Grantis and Agreemants wiih
Institut) Bigher Education, Hospitals and Otner Nen-Profic
Orqan.,auwons," or the FAR (48 CFR part 4Zi, as applicablie (OMB Tirculars zre
availablie from the Office of Administration, Publizations Office, room 2:00,
Hew Lrecutive O0Iffice Building, Washington, DC 20303). Whenevnr possible,

auditess shall make positive =fforts to utilize small businesses, minority
owned firms, and women's business enterprises, in procuring audit servizas as
stated in the A-102 Common Rule, OMB Circular A-120, or the FAR (48 CFR pare
42), as applicable. 1In reguesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit services include the
responsiveness to the reguest for propesal, relevant ewperience, availability
of staff with professional gualifications and technical abilities, the resulcs
of external guality control reviews, and price.

(b} Regtrigction op auditor preparing indirect cost propeosals . An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit reguired by this part when the
indirect costs recovered by the auditee during the prior year exceeded 51
million. This rastriction applies to the base yesar used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
which the resulting indirect cost agreement or cost allocation pian is used to
recovaer costs. To minimize any disruption in existing contracts for audit
services, this paragraph appli=s to audits of fiscal vears beginming after
June 30, 1i9%98.

le) Use of Faderal auditors. Federal auditors may perform all or part
of the work reguired under this part if they comply fully with the
requirements of this part.

§ L3190 Financial statements.

(a) Fipancial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited., The financial statements shall be for the same organizational unit
and fiscal vear that is chosen to meet the requirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with § __ .500(a) and prepare separats financial statements.

{b) Schedule of expenditures of Federal awards. The auditese shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not reguired, the
audit=e may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the schedule easier to uss. For
example, when a Fedexal program has multiple award years, the auditee may list
the amount of Federal awards expended for sach award year separately. At a
minimum, the schedule shall:

(1) Ligt individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Federal
programg within a cluster of programg. For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivigion within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Dﬂpar*ment of Kealth and Human

Services.

16
pAGE . 1\ OF .25 PAGES




) (% brovide total Federal awerfds =
Fad&ra; program and the CFDR numoar o¥F otner 1d4en
. is not available. .

xpended fer pash individusl

f} ing rumber wnen —ne CFDE

(4 Include notes that descripe :he.sign;f;canf aCﬂJunt;nc
pelicies used in prepering the schedule. :
{5; To the extent practical, pass-tihrough -entities should

identify in the schedule the total amount proviasd to subrecipients from e€ach
Federal program. e :

{E) include, in either the schedule or a note to the schedule,

the value of the Federal awards Eypended in the" form of non-caskh assistance,
the amount of insurance in effect du ing the vear; and loans or- loan

guarantees outstanding at year end. ~While mot 'equlred it is pfeferable Lo
present-this information in 1'he scneaule

§ 315 . Audit findings f_ol,la_w-_up.- -

{a} General . . The zuditeé is responsible for follow-up apnd corrective
action on all audit findings. As part of this responsibilicy, the auditee
shall prepare a summary schedule of priof ‘audit findings. . The auditee shall
a2lso prepare a corrective agtion plan for current year aundit, fwndlngs . The
summary schedule of prior audit findifigs ‘amd the corrective action.plan . shall
include the reference numbers the zuditor asslgns to audit findings under
§  .51lp(e). Since the summary schedule’ may include audit Tlndlngs_zrom,*
maltiple years, . it ghall 1nc‘ude the ;1scal year in whlch the ndlng :
1n¢tﬂa?ly occurred. EL .

(b)'- Summarv schednle of Drigc.sudit“findings . - -The summary schedule of
prior audit findings shall® veport ‘the ‘status of &ll- audit .findings 1ncludﬁd in
the prior audit's schedule o Tindings:atid questloned costs-relative -to.
Federal awards. The summary schedule shall also inciude- audit- findings..
reported-in the pricr awdit's SUmmary schedule of prior audit findings’ except
audit findings listed as correctéd in'accordance with paragraph () (1) of this
section, or no longer valid or not warranting further action in accordance
with. paragraph (b} (4).of this section. '

(1) hnen audit f_ndlngs were ﬁlly'corz&c*&d' the  summary
schedule n=ed only list the audlt ledAEQS and state that corrective action
wES takan "

(2) When aud“t fﬂndlngs were not.ﬂorrected ar - were onTy
partially corrected, the summary schedule Ehall describe the: planned
corrective action as well as any part;a1=correct1ve acticn taken

(3} When corrective act takern ie 51gn111cant‘y different from
corrective action previously reported, i correct|ve acdtion plan or in the
Federal agency's or pass-through.entit ‘ ment dec1s;oﬂ,'the summary
schedule shall provide an explanation ' " R ;rr‘:f.

“{£) © When the auditee- -1 y longer
va11d or do mnot warrant furthe¥ .action;. shall ke
described in the summary schedula 2 valid reason for conswde*lng an audit
;1nd'ng_as not warranting Lu*thar geotion is that all of the following have




whe Finding ozzurred wazs submitoed no tne Federel ciearindhious:

(11}

ncy or pass-ihrough entizv 13 not
“urrent ly Ioijowing up with T

]
he audit finding; and

{iii; A managemznt d2cision was not issued.

‘cl Zorrective action plan. At the completion of the audit, zhe
audizee shall prepare a corractive action plan 2o address each audii finding
included in the current yzar auditor's reports. The corrective action plan
shall provide the name’s) of the contact personfs) responsible for corrzotive
action, the corrective action planned, and the anticipated completion date,
If the auditee does not agree with the audit findings or believes corrzctiive
acticn is not reguired, themn the correchive action plan shall include an
2xplanation and specific reasoms.

§ .320 Report submission.

{a} General. The audit shall be completasd and the data collection
form described in paragraph (b} of this section and reporting package
described in paragraph {¢) of this section shall be submitted within the
sarlier of 30 days after receipt of the auditor's report(s), or nine months
after the end of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1938, the audit shall be completed and
the data collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report{s), or 13 months
after the end of the audit period.) Unless restricted by law or regulation,
the auditee shall make coples available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse degignated by OMB, and include data elements similar <o
those presented in this paragraph. A sesnior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditese complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elements:

(i) The type of report the auditor issued on the financial statements of
the auditee {i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

(i1} Where applicable, a statement that reportablie cvonditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses,

{iii) 2 statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

() The type of report the auditor issued on compliance for major
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programe (I.&., ungualziied OpinLOn, gua.i1fied oririor aldverse
opiniorn, o disclaimer ol Opinich:

'l L 1list of whe Federsl awarding agsncies whnick will receive & copy of
“he reporting package pursuant o E o{d} (2} <fi OME Zircular
L-1ZZ

VIL) L yegg O NG SLatement as Lo whetner thne guditee guel-fied 2z a low-
risk audites under § .530 of OM; Clr:ule1 L-12%

ivoid] The dolliar threshold used o drstrnngsh beTwean TVDE L nDG Type E
programe a5 defined in § .520{b) of OME Circular L-

of Federal Domestic Essigtenge [CFDL) number for each
gram, as applicable.

{211 The name of each Federal program and identi

figcaetion of each major
program Individual programs within a ciuster of programs should he
isted in the same level- of detzil zs they are 1=

sted in the schedule
of expenditures of Federal awards. B

x4} The amount oI expendltures in the schedule of e>pend14ures of Federal
awards associated w1th each Federzl program.

{%ii) For sach Federazl program, a3 yes or nc statement as. to whether there
are audit findings in each of the following types of compliance :
requlremenes and the totel amount of any guestioned costs:

JActivities allowed or unallowed.
2llowable coets/coet principles.
Casgh management:
Davis-Bacon Act.
_ Eligibility.
- Equipmelit--and weal property management.
Matching, -level of effort, earmarklng
Pariod of ‘availability of Federzal funds.
Procuremnent and euspenswon and debarment
Program income:
Real” property acqulsltlon and *eIDCetlon aSC1stance
Reportlng
_Subrec1p1ent monltorlng
Spec1a1 teste and prov1slons

GRHONRO oD

wE D Mo

e D S

(xiii) ARuditee Name, Employe? Identlflcatlon Number s),_NamD and tTE of
: Certifying 0ff1c1el Telephone Nunber, Slgnature, and Date

(xiv) auditor Name, Name and Title of Contact Person Audltor Address
Buditor Telephone Number Slgnature and Date.

ot Whether the audrtee ha= elther a cognwzant or oversrght agency for
audit. : . . .
{xvi)..  The name of rhe ﬂognlzant or overeﬂght agency for audlt oeeermrned in

accordance w1:h §. . 4 - - ely

. {3) . Using t T
descrrbed in paragraph (c) of Ehle sectﬂon,_the aud1to ,shall complete th e
applicable sections of the' form.  The auditozr shall sign a statement to be
included as part of the data collection form that indicates, at a minimum;. the
source of the information, ‘ncTude in“the form, the auditor’s responsibility

for the informatiom, that the form is not & subst itute for the reporting-
pachage described in paragzaph ¥e) of this section, and that the content of
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e lomm s liwmited to Ihe data zLEments prescribed by W
S Reporoing wackage. The repor:ting package zhall Include the:
i rinancial statements and schedules of expenditures of
Federa. awards discussed in §_ .3310(a} and §__  .2310(k), respectively;
(24 Summary schedule of pricr audic findings discussed in
§  .215(b);
1) audicor's vemort’s) discusssd in §___ .505; and
i4) Corrective action plan discussed in §__ .315(c) .
{d) Submjssion to clearinghous=. 211 auditees shall submit to <he

Federal clearinghouse designated by OMB the data collection form described in
ragraph (b} of this szction and one copy of the reporting package described

Da
in paragraph (¢) of this section for:

(1) The Federal clearinghouse to retain as an archival copy;
and -

(2) Each Federal awarding agency when the schedule of findings

and guestioned costs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Fnderal
awards that the Federal awarding agency provided. directly.

=3 additionzl submigsion bv subrecipients. {1y In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also qubr“cipi°n+5 shall submit to each pass-through entity one copy of the
reporting package described in paragraph (e} of this section for sach pass-
through entity when the schedule of findings and guestioned costs disclosged
audit findings relating to Federal awsrds that the pass-through enticy
provided or the summary schedule of prior audit findinge reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subrecipient is not reguired to submit a reporting
package to a pass-through entity pursguant to paragraph (e} (l) of this sesction,
the subrecipient shall provide written notification to the pass-through entity
chat: an audit of the subrecipient was conducted in accordance with this part
(including the period covered by the audit and the name, amount, and CFDA
number of the Federal award(s) provided by the pass-through entity}; the
schedule of findings and guestioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporiing package described
in paragraph {c) of this section to & pass-through entity to comply with this
notification requirzsment.

(£) Reguests for report copies. In responge to reguests by a Faderal
agency oY pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (c)} of this section and, if
requested, a copy of any management letters issued by the auditor.

(g} Report retention réggiremgnts, Auditees shall keep one copy of
the data collection form described in paragraph (b} of this section and one

copy of the reporting package described in paragraph (¢} of this section on
file for three years from the date of submission to the Federal clearinghouse
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learingpousSe reésponesiblil

Clie Siries . The Pedsrél clecaringhouss

¢ py OME shall ‘digsvribuce TDE reporting packagss recszived in

e with paragraph {d)i{z} of chis section and § 225 (ch (2) to

¢ Federal awarding agencies, mainisin a Gata base of completed

rovide appropriate snformaticn. Lo Federal agenciss, and follow uLp
nown auditess whick have not submitted the required data collecticn

i reporTing pagkages. :
(1) rlesringnouse sddress. The addrzss of ths Federzl clearinghouse

1
currently designated by OME is Federal 2udit Clearinghouse, Burezu of the
mensus, 1201 E. 10th_8tréet,,Jeffersonville, IN 47132. : -

19 Electronic filing. Nothing in this part shall preclude electronic
subm:cciong to tne Federzl clesringhouse 1n sSuch MANLner as may be approved by
OME. With OMB approval, the Federal clegringhcurse may pilot test methods of
electronic submissicns.

Ssubpzrt D--Federzl Zgenaoies: and rass-Through Entities X
§ L&00 Responsibilities.
{a) Coqnizant adency for audit responsibilities. Recipients expending

more thap 525 million (50 million for fiscal ysars ending after December 31,
2003} a year in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency- for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unless
OME makes & specific cognizant agency for audit assignment .

Following is effective for fiscil years ending om or before Decsmber 31, 2003:
To provide for continuity of cognizance, the determination of the predomimant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's "fiscal years ending-in 1995, 2000, 2005, and every fifth year
thereafter. TFor example, audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awerds expended in 1995.  ({However, '
for States and local governmente that expend more than $25 milliecn 2 ye€ar in -

Federal awards and have previobusly assigned cognizant agencies for audit, the

reguirements of this paragraph are not effective until fiscal years beginning
after June 20, 2000.) : e

Following is effective for fiscal years ending after December. 31, 20032: |

The determination of the predominant amount of direct fundimg shall be based
upon direct FedejaITAWE:ds‘éxpeﬁdéd?in”the recipient !s. fiscal vears ending in
2004, 2009, 2014, and every fifth year thereafter. . For example, audit
cognizance for periods.ending in 2006 through 2010 will be determined based on
Federal awards expended.in 2004. {However, for 2001 through 2005, the

cognizant agency for audit is determified based on the predominant dmount of
direct Federal awards expended in the recipient’s fiscal year:ending in 2000).

Notwithstanding the manner inm which audit cognizance is determined, a Federal
awarding agency with cognizence for an auditee may reassign cognizance to
_ancther Federzl awarding.agéncy which provides substantial direct funding and
agrees to be the cognizant agency for audit. Within'30 days after.any .. ... .
reassignment, both the old and the new cognizant agency for audit ghall.norify
the auditee, and;:if-known,.the auditor of the resseignment. - The cognizant
~agency for audit shail:. =~ - SRR L ; :

(1) ...Provide technical andit advice and liaison Lo auditees and
auditors, Ty : o - :

eér -guditee requests for extensionsg to the report
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yuzrad by § -220(s). The cognizant agensy Tor audiz
;Y 900d Cause.

(I Obtain oy condust Juality zontrol reviews of selacted
aud.Zs wade by non-Federsl auditors, and provide the rssulits, when
aAppyopriate, to other incerested organizations.

4) Promptly inform other affected Faderal agencies and

ederal law enforcement officials of any direct reporting by the
audizee or itis
oY laws and re

(

aopropriate
¢z auditor of irregularities or illegal acts, as reguired by GRGARS
regulations,

(5) Advise the auditor and, where appropriate, the auditee of
any deficiencies found in the audites when the deficiencies reguire corrsctive
accion by the auditor. When advissd of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the audites,
and applicable Federal awarding agencies and pass-through sntities of the
facts and make rvecommendations for follow-up action. Major inadeguacies or
rapetitive substandard performance by auditors shall be referred to :
appropriate State licensing agenciss and professional bodies for disciplinary
action.

(6) " Coordinate, to the extent practical, audits or reviaws
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits performed in accordance with this part.

(7) Coordinate a management decision for audit findings that
affzct the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting respomsibilities
among auditors to achieve the most cost-effective audit.

(2) For biennial audits permitted under § .220, consider
auditee reguests to gualify as a low-risk auditee under § .530(a) .

(b} oversight agency for audit responsibilities. An auditee which
does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
§_ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
reguested,

(2} May assume all or some of the responsibilities normally
perinrmed by a cognizant agency for audit.

{c) Federal awarding agency responsgibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

{1} identify Federal awards made by informing each recipient
of the CFDA title and number, award name and number, award vear, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to ¢learly describe the Federal
award .

(2) - Advise recipients of regquirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

{2) Ensure that audits are completed and reports are received
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L1 3 Timelv manner and AL BUIOYGENSE WITH TLE regulremente ol TLLE DArL.

ey Lesign & person respensiples fo¥ providing annuasl uplates
e ‘suppizment to OME. : ‘ o :

p.

i tome compli

s : pass-through entity shail

w4
ol 1 wlng for the

(1} IQEDh_fy Federal awards made by informing sach
subrecipient oI CFDE title and number, award name and. number, award ysar, if
the award is R&D, and name of Federzl agency. MWhen .some of rhis information
iz not avawlapﬂ_,'the pass-through entity snal1 pvovwae the best Lnformatﬂop
available to. aﬁscrﬂpe the Fndnral award.

(2) " ndvise subrec1p1ents of reguﬂrements _mposed on them by
Federal laws) regulaflons, and the provisions. of .contracts or grant agreements
as well as. any suppfemental reguiremsnts 1mposed bv the pass through entlty

{2) Monitor the activities of subrECﬁmﬂents as necessary to
ensure rthat Federal awards are used for authorized purposﬂs in compliance with
laws, regu*atlons, ind the provisions of contracts OY grant agreemsnt.s and
that perfOTmance goa‘s are achieved. :

(4ij' Ensure that subrecipients: Dypendlng 5500 000 (¢SDO ODO for
fiscal years endlng sfter Descember 21, 2003) or:more;in Federal awards durﬂng

the subrecipient's fiscal year have met the audit *equlrements Df this paft
for that fiscal year. :

(8) Issue a management d=c151on o aud- 'flndlngs within six
months after receipt of the subrecipient's audit report.and.ensure. that tnn
subrecipient, takes appropriate and timely corrective action.

(6) Consider whether subrecipient audits HE“6551tate
adjustment of the pass-through entity's own records.

(7):7‘ﬁR§quire each subrecipient to *permit the pass-through
entity and auditprs.fo have zecess to the records and finencial statements as
necessary ;or the pass- through entity to comply with th15 part.

§ .405 : Managemnnt dEC;E‘Dn

{a). Generzl. The management decision shall clearly state whethsr or

not the aualt flndxng is sustalned the reasons for thede cigion, and the
: inancial adjustments,
correcflwe action, &
ig.the, managem=nt' .

de¢is iom, the,
additional’ Inf

d;Sﬁ‘lowed costs The managﬂment Gecision s_ou_
aggliable Lo the audltee

éod(ﬁ)(?), ‘the cognizant
i 'a mansgement decision
.one Federal agency.




orovided in § 400 (e} (5
LLTIT 8 MARSgemEnt d=Cision
malres Lo r2cipients.  Alterna
Basis Dy agreement among the

ey Pags~-chrough encicy. X&s provided in §_ .400(4) (3), the pass-
tarough 2ntity shall be responsible Zor making the managnmnn“ decigion for
aud:t findings that relats to Federal awards it makes t©o subrecipisnts.

‘a) Time reguiraments. The zntity rasponsible for making the
management decision shall do s0 within six months of receipt of thne audit
report Corrective action shouid be initiated within six months after receint
of the auditr report and procezed as rapidly as possible.

(e) Referance pnumbers. Management decisions shall include the
reference numbere the auditor assigned to zach audit finding in aczordance
with §___ .310(e).

Subpart E--ARuditors

§ .500 Scope of audit.
{a) General. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operationg of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersed Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and scheduiﬂ of expenditures of Federal awards shall

be for the same fiscal year.

(b} Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
regpects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relatiom to the
auditee's financial statements taken as a whole.

{c) Internal control. {1} In addition to the reguirements of GAGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support z low
assegssed level of control risk for major programs.

{2) Except ag provided in paragraph (c)(3) of this sectionm,
the auditor shall:

(1) Plan the testing of internal control over major
programg to support a low assessed level of control rigk for the assertions
ralevant to the compliance requirements for sach major program; and

{i1) Perform testing of internal control as planned in
paragraph (c) (2} (i) of this section.

(3) When internal control over some or all of the compliance
raquirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph {(c) (2) of this section are not regquired for those compliance

requirements. However, the auditor shall report a reportable condition
{including whether any such condition is a material weakness) im accordance
with § .510, assess the related control risk at the maximum, and consider

whether additional compliance tests are required because of ineffective
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—ermine wh The auditee has \
onE, &If The proviesl 4
anG material eif

trements of GRGREL, tThs
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(2} The pvwnc;peL compliance reguirements applicablie Lo most
Federel programs and the' complliance *EQLWIEmHnLS of the largest Federal
p;ograme are included in the compliance supplament. o
N ‘Por -the compliance reguiremsnts related o Federal

programs contained in the compliance supplemsnt, an audit of these gompliance
regquirements will meet the reguirements of thiis-part. . Whére there have been
changes to the compliance reguirsments and the changes are not reflected im
the comp‘zance supplement, the auditor :shail.determine the current compliance
reguirements and modlfy the audit procdeédures. accordingly. For those Federal
programs noc covered in the compliance supp1=m°nt the auditor should iuse the
tvpes of compliznce *equlrements contained;inp the compliance supplement as
guidance for identifying the types of compliance Teguirements to test, and
determine the reguirements governing the Federal program by rev1ew1ng the-
provisions of contracts and grant agreements and the laws and regulations
referred to in su”h contracts and grant agrnements

{43  The complﬁance teetlng shall 1nc1udp tests of transacrions
and. such other auditing procedures necessary to prov1de the auditor sufficient
ev1d=nce to sunpore'an Opln;on on Compllance )

(e} zZudit follow-up. The audﬁtor shall rollow -up on pI"OI audit
findings, perForm procedures to assess. the. reasonablensss of the summary
schedule of prior audit findings Dvepa*ed by the auditee in accordance with
g .315({b), =and report as a curr&ng’ year zudit finding, when the auditor
concludes that the SUMmary - schedule ofrprior-andit findings materially -
mlsrep*esnnts the status of any priox gudit finding, The auditor shall”
pericorm audit follow-up proceaures regardless -of whﬁther a prlor audit finding
relates toc a mejor program in the current yearl : N

(£)  Data Ccllection Ferm. ~2s requlrﬁd dAn.§. - .320(b) (3), the auditor
ghall complete and sign spec1f1ed sectuons of‘the data collectlon form.

3 .505 ' aAudit repotting. 7 ‘;{'

..The auditor's report(s) may be ifi the form of either comnﬂned or
Sepa*ate veports and .may be o*ganlzed:dlffere“ ly'f*om the manner presented in
i i dgre that the audlt vwas.

Aa) An Op1nlon {ox dlscﬁalmer of, oplnlon) as to ‘whether the flnaﬂClal
Cm te-lai respects in conformlty with

her ' hedule: of | expend uressof Federal avards; 15_
presented fal y.in all material reep 't tlon to the' financial
efa*ementn taken as a ‘whole.

(L) A report ‘on 1n*evnel contral relafea to the f;nanc;al etatemente
and major programs. . This report -shail deecrlbe.the‘ cope taf Estlng o
internal control arid the results of the' réstd, and, where qpplﬁcabWe refer o
the geparate scnedule of xlndﬂngs and - qaestloned costs aescribed in paragraph
fdyoofiehig Sectﬁon o . L :

compl ance wwth 1aws,“reguletion$, and the provisions
ents, noncompllance'w1th whlch couec have z




méter.iar £ifsct on the Zinanc

an SpLnisn ior disclaimer of

laws, regulatioms, and the provi
2ouid havs a dirsct and material
appl:uable, refer .o the saparate
described in paragraph (d) of chis

(dj 2 scheadule of findings and guestioned zosts which shall incliude
che {ollowing threze c¢owmponents: .

{13 2 summarv of the guditor's resulis which shall include:

N (i) The type of report the auditor issued on cthe
financilal statements of the auditee (i.e., ungualified opinion, gualiiied
opinion, adverse opinion, or disclaimer of opinion);

{ii) Where applicable, a statement that reportable
conditions in internal control were disclosed by the andit of the financial
statements and whether any guch conditions were material weaknesses;

(iiiy 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

{iv) Where applicable, a statement that reportable
conditions in internal control over major programs were discloged by the audit
and whether any such conditions were material weaknssses;

{v) The type of report the auditor issued on compliance
for major programs {(i.e.,, ungualified opinion, gualified opinion, adverge
opinion, or disclaimer of opinion);

{vi) A statement as to whether the audit disclosed any
audit findings which the auditor is required to report under § .510{a);

{(vii} An identification of major programs;

{viii}The dollar threshold uwsed to distinguish between

Type A& and Type B programg, as described in § .520(b); and
(ix) B statément as to whether the auditee gualified as
a low-risk auditee under § -530.
{2) Findings relaring to the financial statements which are
reguired te be reported in accordance with GAGAS.
(3} Findings and-ﬁuestioned costs for Federal awards which
shall include audit findings as defined in § .510{a).
) &
(i) 2udit 'findings {e.g., internal control findings,

compliance findings, cuestioned costs, or fraud) which relate to the same
igssue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

{(ii} budit- findings which relate to both the fingnecial
statements and Federal awards, as reported under paragraphs (d) (2) and (4} {3)
of thig section, respectively, should be reported in both sections of the
schedule, Howsver, the reporting in one gection of tLhe schedule may be in
summary form with a reference to a detailed reporting in the other section of
the schedule.

§ .510 Audit findings.
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- major’

LroST ame auditor r : of. wherhes internal
concrol is eportable ¢ itior for the rpose of. reporring an audit )
finding is in relation tc & type of :ompliance reguirsment  for & major program
oy an audit opistiive identified i ‘le compTﬁapFe suprlemsnt . The auditor
she.: iaentify reportanle C 3 ngividually or HJmu’af*ve hY
materizl wzaknesSSes '

() Materizl nonzompliance with the prov_u-orc of laws,
regulations,_con:raets cr grant agresemsnte relsted to & Wajor program. - The

aucitor s determination of whether a noncompllance with the provisicons of
laws, regL‘atlons,“eontlac__, or grant agreements is. marerlal for the purpose
of reporting an audlt finding ie-in- relatianfo & .Lype:of compliance.

requl emerit for & major prmgram or anﬂaudl ”thE 1dent11red ln tne
compliance supplement. ‘

(31 Known guestioned: costs which are greater than 510,000 for
& type of compllance reguirement for & major program. -¥nown guestioned costs
are those specifically identified by the auditdr: Iin evaluaflng the’ erfect of
gquasticned costs on the opinicn on. compliance, the ‘auditor conswaers the best
estimate of total costs guesticned: (likely questloned costs}, nof just the
guestioned costs specifically identified {known guesticned costs). The
auditor shall also report known guestiomed "cogts when likely questloned COSLS
are greater than 510,000 for a type of compliance requirement for a major
program. In reporting guestioned costs, the auditor shell include information
to provide proper perspective for judglng the pIEValence and consequences of
the guesstioned costs.

(4} Known uuestloned costs which are greater..than £10,000 for
a Federal program which is not auditéd’ias a.major. Program. pt for audlt
follow-up, the auditor is not reguiréd:itnder this part-to perform andit
procedures for such a Federal program; therefore, the suditor will normalTy
not find guestioned costs for a program which.is not audited as 3 major
progzam.  However, if the auditor does become aware of questﬂoned costs for a
Federal program whlch is not . audlted as qoish

3 : wEhe audltor s. rencrt on
compliznce. ror major programs is® other‘than 5 ﬂnqualliﬂed opinion,-unless
such circumstances’ are otherwise repbrted ﬁtkfﬁnﬁ.ngs 1nrthe schedule of
findings and questioned costs for Federal awards : :

FARTEPERY -3 B Known fraud affecting a Federal award unless such fraud
is, DEhEIW“SE reported as an audlt flnd_ng fak : schedule of f;ndlnge and

. {73 s .
disclosed that the. summary schedu1e of " prlor audzt fﬂndlngs Drepared by the”

auditee in accordance with 5 15(b} materzally m151ep*esents the s*atus of
any prlor andir - flndlng : . : : :




snerudatd, as applicanie, Ln oaud.:t findings:

{2} Fadeva. program and speciiiz Federal award identificazion
wnTivding the CFDA titlie and numbsr, Federal award numbey and yea>, name of
Federzl agency, and name of the applicable pass-:ihrough anticty. When
iniormarion, such ag the CFDA title and number or FPederal award number, 1z not
aval.able, the auditor shall provide the best information available to
dezacribe the Federal award. :

" apecific reguirement upon whizh the audit
Iind.irg iz ba regulatorv, or other citation.

(2} The condition found, including facts that support the
deficiency identified in the audit finding. '

(4} Identification of gquegtioned costs and how they were

{5} Information co provide proper perspective £or judging the
prevalence and conseguences of the audit findings, such as whether the audit
firndings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall be related to the universe and the
number of cases examined and be guantified in terms of dollar value.

(6) The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

(7 Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

{8} Views of responsible officiale of the audites when there
is disagreement with the audit findings, to the extent practical.

(c) Referepce pumbers. Each audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

5§ .515 audit working papers.
(a) Retention of working papers. The auditor shall retain working

papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s}) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention pericd. When the auditor is awars
that the Faderal awarding agency, pass-through entity, or auditee is
contesting an avdit finding, the auditor shall contact the partieg contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

(b} bocess to working papers. Audit working papers ghall be made
available upon reguest to the cognizant or oversight agency for audit or its
degignee, a Federal agency providing direct or indirect funding, or GA0 at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. »Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.
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g L5226~ Mzjor program determinatioh. - .

ok

. ia)]-  Gensral The asuditor shell usé & risk-bassd approach Lo determine
whicoh Federel programs are MEJOY ProGrams Trig zisk-basesd apprcach shall
include concideration of ;  Current and pricr audit experience,.oversight by
Federe: asgencies and pass-through enrivies, and the Inherent rask of the
Federzi program. The process in paragraphs (b) through (i) of this section
sha.l pe followed :

=} Srer. 1. {23 The auditor shall identiiy the largerx th=“"
programe, wihich shell be labeled Type B programs. Type R programs are dsefined
zs Federal programe with Federal awd*ac eypﬂnd&a during the audit period
exceeding the larger of

(i3 $300, 000 -6r three percent [(.02) of zTotal Federal
awards expended in the case of an auditee for which total Federal awards
expended egual or exceed 3300, 000 bur are less than or egual to 5100 million.

(1i; $3 million or three-tenths of cne:percent ( 002) of
total Federal awards expended in the case of an auditee for which ot
Federal awards expended excned 5100 m111¢on but are less than or egunl te S10
billion. :

{ii4i) 530 miliiom or 15 hundredths of one percent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federal awards expznded exceéd §i0 billion!:

{2) Federal programs not lakbeled Type 2 undexr paragraph (b) (1)
of this section shall be Tabeled Type B programs

(3} The 1nclu51on “of 1arge loan and 1oan guarantees ’loans)
should not result in the exclusion of Gther Drograms as TYPE & proYgrams. _-When
a Federal program providing .loans significantly affects the number or: swze'pf
Type A -programs, the auditor shall. consider. this Federal program as a Type A
program and exclude its values 1n determlnlng other Type A& p?og*ams

(4) For biennizl aundits. pnrmlt*ed under §_ 220 th=
determination of Type & and Typ 'B’programs hall be base d upon the Federa 1
awards expended during tle two_,ea&_pg;;pdm - v :

tch Step 2. (1} The auditor shail” 1dent1fy Type 2 programs whlch are
low-rigk. For a Type A program to be consifdered low-risk, it shall have’ bean
gudited as a major program dm ab legst.one. of the two most recent audit
=riods - (in the most recent: audlt‘ : ‘d imi the case ofa blennlal audit),
“and,- in the most recent aud;t per od shall ‘have had no-audit . findings:
under § .510{a). However, the = r may use judgtment: and, consldar that..
audit flﬁdlngs from questioned costs under § 510 (af (3) and B 510(3)(4),
fraud under § . .310(a) {6), :and aundit follow-up up for the summary schedule of
prior audit findings. undex; 5. Na)(V) do“not ‘preclude - ‘the  Type & program
from being low-risk. -The audltorqéhall consider: the criteria~in-§_
§_ - .s25td){1), § 525(d)(2 - . )(3)” the ves
follow- ~up; whether any changes i

-determlnﬁng whetne* a Typ= A program_ls ow- rlSY

{2y Notw1thstand _ ragranh {e}4{1) of this.sectiom, ‘OMB may'
*approve a2 Federal awardifg agnnc' i : y aﬁ ‘certain
IEClplentE may not be considered: low- rlsk. For eyample it may,be necessary
Lor a 1arge Type A program, Lo "Zaudlted as major each ysar at particular
re~1p1°nts to alipw- the, Federal ageney to comply with the Government
fManagemnnt Reform ket .of '994 “U.E£.Co3515). The Federal agency shall
n@t*:y che r501pwent and 7, the auditor at least 180 davs prior to the




200 LI the Tiscal wvaar o ons audited o OMB s anprovael.
7 vd; Step 3. ‘2 Thne euditor shall ldentiiy Type B proagrams whizi ars
fogh-risk using professional judgment and the :ri:e*;a in § .525. Howawver,

snouid the auditor select Option 2 under Step 4 (paragraph (e) (2} (i) (B) =2
tris szcotion), the auditor is not recuired to identify mors high-risk Type B
srosgrams than the number of low-risk Tyvpe 2 programs. Except £o7 known
reporiable conditions in intsrnal control or compliance problems as discussed

in § 525 (b) {1), § .525(b) (2), and § .525(c) (1}, a singles criteria in
§ .325 would seldom cause a Type B program to be considered high-risk.
{2) The auditor is not expscted to perform risk asssssments on

relatively small Federal programs. Therefore, Gthe auditor is only reguired to
perform risk agsesssments on Type B programs that exceed the larger of:

ti) $1060,000 or three-tenths of one percent (.003) of
total Federal awards expznded when the auditee has less than or esgual to 5100
million in total Federal awards expended.

(ii} 5300, 000 or three-hundredths of one percent (.0003}
cf total Federal awards expended when the auditee has more than 5100 million
in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following ag major programs: :

(1) B1l Type A programs, =xcept the auditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph (c¢) (1) of this
section) .

[z) (i) High-rigsk Type B programs as identified under
either of cthe following two options:

(A) Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragrapb (d) of this sectiom),
except this paragraph (e) {2) (1) (A} does not reguire the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B} Option 2. One high-risk Type B program for
zach Typa A program identified as low-risk under Step 2.

{ii) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e) (2) (i} (a) or (B},
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a pericd of

time.

{3} Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section. This paragraph (e) (3} may reguire the auditor to audit more programs
ags major than the number of Type A programs.

{(f}  Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §__ .530 for a low-risk audltee, the auditor
need only audit as major programs rFederal programg with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

{(g) Documentation of risk. The auditor shall document in the working
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samers ~“ne risk analvELE procsss used 1n

‘nj Ludiror e Judament ;.  When the méjor program DEt&*m_hat“JT uac

performed and documented in zccordance with thie part, the auditor's Judgment
in applying the risk -based approach 1o deferming MEJor -programs shall L=
presumet TOTIECT. _Cna"ﬂnger by Federal agencies and. pass-through entities
shall only be for HT&a‘_y improper use of the guidance-in this part. However,
Federa. agencies and pass-through entities may provide auditors guidance anou*
the risk ©of & pearrticular Federsl . program and *1= audiror shsil conesider this

guidance ih deterMirf;o mch* pvogvams in sudite not yet complieted.

i) Dev‘ation rom use of risk criteria. For firstiyear audits, the
anditor may slect to deTérmine major programs as .&ll. Type L Brograms plus. any
Type B p*ug*ams & DMecessary to meet the percentage of coverage rule discussed
in pangrdDh (£) of this section. Under this option,;. the auditor would not De
quu"vea to perform the procdedures discussed im paragraphs (¢) . (d)., =nd (&)
of this section.

(1) -7 A flrst YeaT audit is the first year zhe entlty is-audited
under this part or the flrst year of a change of audwtorc.. . :

(2)." 'Tb ensure that a frequent chang& of audltors would not
preclude audit of high-risk Type B proglams, this election for first-year
audits may not.be ussd by an auditee more than once in eve*y three years.

§E  .325 Criteria for Federal program risk.
(&) Generzl. The auditor's détermimation should be based on an
overall evaluation of. the. risk. of noncompliance occurring which could be .
material to the Federal program. | The auditor shall usevauditor ‘Jjudgment . and
consider criteriz, such as described in paragraphs {(b), ‘(c), -and {d}..of thwsg
section, to identify risk in Federal programs. 11so, as part of the rigk -
analysis, the auditor may wish to discuss a particular Federal program w1th
audltee management and- the Federal” agency or pass-throtighwentityr -~ ~o®

(b} Current and prior aud«t experience . (1) Weakneeses. in internal
control over Federal-programs would indicate higher risk.. “Consideration.. .
should be given to the contrcl envircomment oOver Fede?al,p*ograms and SuchH:
factors as the expectatlon of managemsnt 's adherence to” apullcable ‘laws, and
regulations and the,prov1slons of contracts and grant agreements and the’
cecmpetence’ and experaence :of - pevsoqnel “who admlnlster th55 ederal programs

(1) A 1r'-‘c—::dercﬁ.:i_ program admlnlstered under mult;p S
internal control srructures may have higher risk. ~When~ ‘Hssessing. risks ina
large single audit,thegauditor shall consider whether weaknesses are isolated
in & single’ operatlng unlt (e g., one college campus) cr perv351ve th?oughout
the entity. 1 . Y o

(i1) When 51gn1f1cant parts ‘of a Federal program areﬁi.
passed through to subrecipients, a weak system for morii toring subrec1p1ents
would indicate.higherrrisk- :

(2) . Pr{or audlt flndlngs would 1nd1cate h;gher risk?
’ rqat ons 1aent1f1ed in the aud;t Llnalngs ccu‘d have a




CUNGNATMS recentlyv audlisT aF mEioY programs

Oversioht exercised pv Federal agencicss and pass-:throuabh entities .
sight sxerciszd py rederal agencies or pass-through enzities could
risk. For example, recent monitoring or other reviews periormed by
an oversignt entity which disclossd no significant problams wouid indizats
iowsr risk. However, monitoring which disclosed significant problems wouid
indicate higher risk,

123 Federal agencies, with the concurrence of OMB, may
rdentifly Pederal programs which ars higher rigk. OMB plans to provide this
identificazion in the compliance supplement.

(d} Inherent rigk of the Federal program. (1) The nature of a
Federal program may indicate rigk. Consideration should be given o the
complexity of the program and the extent to which the Federal program
contracts for goods and services. For example, Federal programs that disburse
funds through third party centracts or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payrell ccsts may
have a high-risk for time and eifort reporting, but otherwise be at low-risk.

{2} The phase of & Federal program in its life cycle at the
Faderal agency may indicate risk., For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations. Also, significant changes in Pederal programs, laws,
regulations, or the provisions ¢f contracts or grant agresments may incrzase
risk.

(3} The phase of a Federal program in its life cycle at the
auditee may indicate risk. PFor example, during the first and last ygarg chat
an audibes participates in a Federal program, the risk may be higher due to
start-up or closeout of program activities and staff.

{4} Type B programs with larger Federal awards expended would
be of higher risk than programs with subsgtantially smaller Federal awards
expended. :

§ .530 Criteria for a low-risk auditee.

An zuditee which meets all of the following conditions for each of the
preceding two years {(or, in the case of biemnial audits, preceding two audit
periods) shall gqualify as a low-risk auditee and be eligible for reducsd auditc
coverage in accordance wich §__ .52%:

(a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cegnizant or oversight agency for audit.

() The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were unqualified. However, the
cognizant or oversight agency for audit may judge that an opinion
gualification dees not affect the management of Federal awards and provide a2
walver .,

{c) There were no deficiencies. in intermal control which were
identified as material weaknesses under the reguirements of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide

a waliver.
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) Fnown cr 1 kely guestioned coste that erxceed five percen-
of the —otal Federal awards eypenaed for a Type % program during zhe year.

hRppencix k to Part - Data Coilection Form ‘Form SF-SRO)
{insert SF-SLC afcer finalized]

Bppendiyx B to Part - Circular %-133 Compliance Supplement
Note: Provisional OME Circular E-123 Compliance Supplement is available
from the Cffice of administration, Publications Office, room 2200, New

Ervecutive Office Building, Washington, DC 205G3.
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement’) is made and enterr:a_g as of October 1,
2009 by and between TeronshCommun iy Ceayer of Loy Descl, a S (N3
[corporation, partnership, dba], whose business address is: 2380 ¢ (i SF

( Beal. CAADOLIS (hereinafter referred to as “Business Associate’),
and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or
“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and
related services; and

WHEREAS, in the course of providing health care and related services the City obtains
protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 (“HIPAA™) and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.
NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i}(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected heaith information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate's capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a}, (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity’s knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14,

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

¢. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resoived to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shail be entitled fo its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
oCCurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not

operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a Jewhieh C’ommm\\ﬁt- (?F,ﬁ\-ﬂ‘fr{i LUY\SEQ@C\\

(corporation, partnerhip, individual)

Jon 1,200 By: %

ond€gally auoWnd organization)
Title: ___Execudive  Direstoa

Jen 2000 By:x%’%@w

(personlegally allowed to)bind organization)
Title: ’Q?e-g (et

CITY OF LONG BEACH, a municipal corporation

N Assistant City Manacer
Jar\ ?ﬁ 2010 By: &JX/" — EXECLTED RURSUANT

City Manager or designee TO SECTION 301 OF
“City” THE CITY CHARTER.

, 1h
The foregoing Agreement is hereby approved as to form this I ff — day of
- Amangret ., 20D _.

ROBERT E. SHANNON,

. ) ‘ A
City Attorney or designee o / :
. —" /
By: ] //

Deputy
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. Ifit is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: Sew\&\f\ Com ouan \Sf\/ C}"\"\f‘ 0‘[ )—WE‘M‘*)’L

Name and Title thorized Representative: Jetf An%ﬂ@w E‘/f cech Vﬂ)i’tc\-m,

; // l | 7] 40
Signatty/ Date
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must alsc certify in writing that it is familiar with the Los Angeles County Code Chapier 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the confractor or persons/subcontraciors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, ioans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency:

Name?%WRepresemative: 6_\@— A,, a‘o.q% ~ Lo o faas ﬁ;‘re&&f
Signyé gy Date
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